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No. 1 or 1930.

GOVERNMENT OF INDIA.

REFORMS OFFICHE.

THE RIGHT HONOURABLE WEDGWOOD BENN,
D.8.0.,, DY.C,

His Majesty’s Secretary of State for India.

Simla, the 20th Se

Sz, .

We have the honour to address you on the conclusion
of the constitutional inquiry which has been conducted by the
Indian Statutory Commission in accordance with the pro-
visions of section 84-A of the Governmeunt of India Act, and
to forward for the consideration of His Majesty’s Govern-
ment, as a preliminary to ihe discussions which will shortly
take place at the Round Table Conference, our views on the
further progress which might now be made fowards the deve-
lopment of responsible government in India as an integral
-part of the British HEmpire. The report of the Indian Statu-
tory Commission econtains proposals of far-reaching sig-
nificance and erucial iraportance, affording the most conve-
nient, and indeed the inevitable, method of approach. We
have further studied the revorts of the provineial committees .
which were set up in connection with the Indian Statutory
Commission, and we have derived great assistance from the
valuable labours of the Indian Central Committee.
We have, in addition to these documents, had the
advantage of seeing the many suggestions made by indi-
vidual thinkers in India and the scheme prepared by the All
Parties Conference in 1928, commonly known as the Nehrn
report, which, though it has for various reasons ceased to

. oceupy the forefront of the political stage, nevertheless re-
- maing as the most authoritative and detailed exposition of
the views of constitutional nationalists that has yet been
put forward. We have also paid due regard to the opinion

. - X
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that has been expressed in India since the publication of the
report of the Statutory Commission, and the most recent de-
velopments of this opinion will ne doubt be placed before
His Majesty’s Government by the delegates at the Round
"MTahle Conference. Finally, we have received and transmit as
ehclosures to this despatch the weighty views expressed by
local Governments. '

The examination carried out by ourselves and the pro-
vincial Governments has heen unavoidably handicapped by
the circumstances in which it has been undertaken. The
time available for reaching conclusions on mattegs at once
so intricate and so important has been in itself short, and
the attention of all Governments in India has been much
ocecupied by the abnormal conditions arising from the civil
disobedience movement, and in onr own case from the
gitnation on the North-West Frontier. Nevertheless, we have
had the benefit of personal consultation with all the Governors
of provinces, and have devoted much considemation to the
various problems involved. We have not found it possible
to deal in this despatch with all matters of detail, but we trust
that our observations will he found to cover the main points.

POLITICAL FORCES IN INDIA.

2. General observations.—The solution of the great
issnes which now confront us is to be diseussed at the Round
Table Conference with a view to achieving the utmost possi-
ble measure of agreement between His Majesty’s Government
and the representatives of different parties and interests in
India. Tt may thervefore be convenient, before we come to our
detailed observations, if we attempt to give some account of
the political forces at work in TIndia, the constitutional
demands that are most commonly put forward, and the
strength of opinion on which they rest. We recognize with
the Statutory Commission the difficulty, particularly at a time
of rapid change like the present, of estimating with aceuracy

“these forces, and, set as we are amid many conflicting cur-
rents and much clash of old and new, of stating general con-
clusions. What we say, therefore, must be read subject to°
this cantion. Complete agreement on general statements
cannot be expected. We offer our observations merely as an

attempt to draw a picture which in its broad outlines we
believe to be accurate. ‘

_ 3. The political classes. Tendencies making for unity of
view—The Indian Statutory Commission in the able
analysis of public opinion in India, with which the first
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volume of their report concluded, pointed out that _pol_itioal
thought and influence are, as is to be expected, principally
concentrated in the towns. It is in the larger towns that
are to be found those elements which give direction or active
support to the political forces of the day. They eonsist of the.
professional classes, in particular lawyers, journalists and
those connected with education ; an appreciable portion of the
trading classes ; those engaged in elerical occupations ; the
large number of students at the universities and colleges ;
the melancholy army of those who having sacrificed much to
go through the scholastic curriculum find at the end that their
country offérs them no employment : and, lastly, the small but
growing body of educated women who are throwing them-
selves with enthusiasm into the new world of political affairs.
These are perhaps the chief elements that go to make up
what we may call the political classes. Their thought is pro-
foundly influenced and unified by the writings of the press.
it is no doubt a common charactervistic of mankind all the
world over tBat they tend to take their political views ready-
made, and that with growing education those views are more
and more moulded by the press. This characteristic is certain-
1y very marked in India, and those who might be disposed to
‘stand out against popular opinion as expounded in the press
are not infrequently deterred by a sensitiveness to personal
attack, which has not vet been blunted by long experience of
o _public life. Journalism in India concentrates largely on
the personal side, and the press is outspoken in ifs denuncia-
tion and ridicule of those who venture fo express opinions
in conflict  with those generally acecepted. There are
other: important factors which make for a prevailing
unity of view on certain broad issues. The fact that the
dominant power in India is in the hands of a foreign race
cannot fail to offer to those who attack existing conditions
the opportunity of a racial appeal. Again, a common desire
for changes in the form of the Government acts as an induce-
ment to preserve a united front, and to keep in the back-
ground such differences as exist. Finally, caste and family
attachments are of peculiar strength, and the close intimacy
of social relations promotes a common outlook.

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

52
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more active share in politics. Though men prominent in indus-
try and commerce have for many vears played their pard in
public affairs, the feeling that improvement of trade
and industry is to be sought through political channels
s a development of comparatively recent times. The
extreme illustration of the way in which this idea has
gripped the business community is to be found in the attitude
of the commerecial classes in Bombay during the present eivil
disobedience movement. Atfter all allowance is made for the
religious and emotional appeal of Mr. Gandhi’s name for his
own countrymen, the Gujeratis, who form such a lagge element
in the life of Bombay city, it must be recognized that the com-
mercial community of Bombay has in ‘pursuit of poli-
tical power been lending its support, both moral and
material, to a movement in defiance of the law, which might
have been expected to have no attraction for those whose
interests depend on stable and peacetul conditions.

-

0. The landholders and the agricultural classes.—Pass-
ing to the more conservative elements in the population, the
most important class is that of the larger landholders. In
many parts ef the country they still retain in $heir estates and
villages a fraditional anthority, which, though it may now ~
meet with some challenge, is yet one of the active forees in
the life of the community. The spread of education and the
influence of the press tend constantly to enlarge the number
of landbolders who might be ineluded in what we have called
the political elasses. On the whole they remain at present a
conservative foree, conscious that their influcnce is likely
to suffer from too rapid political changes, and beginning to
realize that the defence of their interests requires a more
active participation in public life. Below them in the agri-
cultural world come the small Jandholders and the more
substantial peasantry. This is a class about which it is
peculiarly difficult to generalize. Broadly speaking, pros-
perity brings education, and education fosters political ideas.
It does not follow that the ideas of this class necessarily
coincide with those of the corresponding urban classes :
indeed in the Punjab where the small landholders are a
strong and increasing force there are signs of the development
of a confliet of interests between them and the town dwellers.
But whatever may be their views, the important point is
that they have views, and cannot be regarded as forming part
of the nnthinking masses. The events of the last few years
in Gujerat afford a striking illustration of the effects which
this class can produce when guided in a political direction.
Below this stratum come what may be called the agrieultural
masses, a political foree of great potential importance, but in

V4 .
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normal times interested in- little outside their own villages,
theiy own immediate needs and conditions, and the hard
stroggle for existence. It would be fair to say that they have
no informed eonception of the political problems of India.

6. Industrial labour.—The towns too have their counter-+
part to- what we have described as the agricultural masses.
The bulk of industrial labour is iguorant and uneducated.
Their surroundings are often primitive and insanitary,
though steady eofforts are being made to improve their
lot. Living in towng they are more eclogely in contact
with  politfeal  movements than are the agricultural
classes, but it is doubtful whether the ordinary political
ideas make muech appeal to them. In the ftowns too
are to be found those lower strata of the population which
can easily be worked up into mob demonstrations and violence.
These elements and the industrial population  have
formed in recent yeavs the objeetive of communist propa-
ganda. In ®me of the larger indusirial towns the doctrines
of communism for a time made appreciable progress, parti-
cularly in Bombay. The movement has recently received a
~eheck, but it undoubtedly survives ag a continual menace to
orderly progres$ and the well-being of the community.

Ye Means of appeal to the masses—The general effect
of the picture we have endeavoured to draw is that the classes
-affected by political opinion form a wide circle which is
steadily expanding. It is continually establishing new con-
tacts with those portions of the population which have
hitherto been indifferent. But beyond the furthest range of
the genuine influence of political reasoning and argument,
those who wish to rouse the unpolitical masses are able to
play on their feelings by appealing to the inferests which
are intense and vivid in their lives. Iirst among these
interests must be placed religion. It was the power of
religion which enabled Mr. Gandhi during the non-cooperation
movement ten years ago to vouse and sway the masses
to a degree hithertc wunknown in British India, and
it is the veneration in which he is held for his aseetic life
.and moral teaching that gives him a great part of his popular
appeal today. It was the power of religion working through
the Khilafat movement, which for a time diverted the Muslim
community from their traditional relations with the British
Government. It was the appeal of religion, that recently
threatened to destroy the work of the reformers in the Child
Marriage Restraint Act, commonly known as the Sarda Act,
and has been used to rouse the transfrontier Muslim tribes
against a Government responsible for a measure which could
have no application to them.
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The second of the main interests through which the
masses may be roused is the land. India is predominantly
an agricultural country and the land is the basis of life
for the great majority of the people. Consequently they may
‘be immediately and profoundly affected by anything which
touches the land, in particular land revenue and land tenures.
Agrarian problems are seldom far below the surface.

The third method of approach to the masses is one
that ig still comparatively new and untried. It is broadly
speaking the method of revolutionary communism, the appeal
to the ““ have-nots ’, There are signs in the<armoury of
political agitation of an increasing 1nsistence on the facts of
poverty in India, not with a view to construective effort in
remedy of the causes, but for the purpose of exciting feelings
against the propertied classes and an alien Government. Not
much progress has been made on these lines except in the
industrial towns. But it is part of the policy of communism
to spread its doctrines among the peasants. s

8. Sectional interests.—In speaking hitherto of political
interests we have had in mind chiefly those broad issues of
publie policy which group themselves round the demand for
an increased measure of self-government, and we have iried
to suggest the area over which interests of this kind ave
active. Jhere are, however, other interests which make a
genuine appeal to large bodies of people on lines other than
those of nationalist politics. Omne of the marked effects of
the present constitution, with its introduction of the forms
of democratic government and its transfer of power not culy
in the provincial councils but in local bodies, hag been the
recognition of the fact that any group or section which has
a commot bond of interest can secure its objects only through
organization. The binding forees of society outside the
family are religion and caste, and there has been a definite
quickening of communal and caste feeling, and a tendeney
for people to group themselves politically under these cate-
gories, which have for them a practical significance. It is
felt that a common interest unites those.who belong to a
particular caste or a particular religion, and at a time
when novel and broader ideas have not yet succeeded in estab-
lishing themselves, it is no doubt inevitable that the earlier
manifestations of political awakening should among large
sections of the population take a form that is familiar and can
readily be appreciated. Liocal and provineial patriotisms also
show unmistakable signs of development. All these indicate
the real emergence of a public opinion and a general will, in
a form however restricted, expressing themselves through the
relations which most closely concern and interest the masses
of the people. Forces of this kind reach elements of the

4 . .
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population which are untouched by the ideas of nationalism,
but it gnust be remembered that they arve always at hand to
be ized for nationalist ends.

#9. The growth of the nationalist s
we do-mot-wish T mintinize™t

pirit.—In saying this
ol the genuine in-

 fluence of nationalist ideas. There is no doubt that a eon-

siderable degree of national consciousness has been evoked
among the educated classes as a whole, With the economic
and educational development of the country have come, natu-
rally and honourably enough, a greater self-respect, both
individuat and national, and a demand for equality of treat-
‘ment and status with the Wegt. The rise of Japan as a great
Agiatic power supplied an early stimulus to this movement.
Sinee then the stream of western thought in the present centu-
ry hag more and more brought India within the line of its

current. Imtercourse with the world grew. The influence of

western edueation inereased. Students in ever greater num-

bers went %o lngland and returned. Older men, and even

women, visited Kurope more freely, and with a riper judgment

compared other countries with their own. Conscious of the

magnitude of her share in the Great War, India has watched

with close intérest nationalist movements in Atghanistan,

Persia and China, while in another direction Ireland and

Hgypt have been examples which have constantly been before

her eyes. Al this has encouraged nationalism and democratic
thought. Omne consequence of the growth of nationalist

feeling has been to make Indian opinion exceedingly sensitive

to any ill-informed judgments, which might appear to indicate
a lack of trust, and to all that might be held to mark the status
of India as inferior to that of other wunits in the Kmpire.

India  could = hardly remain wunaffected by what has

-~ gone on around her, while at home the constitution of 1919,

‘however far it fell short of full self-government, had set her
feet firmly on the path. It was therefore inevitable that this
nationalist impetus should come, and it would be a grave

mistake to under-estimate its force or to depreciate its value.
It is a necessary condition of the building up of a wider and
more vigorous life,-and of that development of a self-govern-
ing India which from early times has been the ideal of
the most far-seeing of its British administrators.

10. The nationalist demand.—The nationalist demand is
for self-government and dominion 1t "is"eotiched
i tevHis of British thought and British institutions, for it
emanates from those who have been profoundly influenced
by British ideas. The demand for self-government, stated
in practical terms, is that India should be allowed to manage
her own affairs both in the provinces and, subject to any
temporary safegnards that may be requisite, at the centre.

The claim to dominion status, so far as that can be separated
. ° )
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from ideas of seclf-government has perhaps a sentimental,
but not on that account any less potent, aspect.. The demand
is not only that India should be enabled actually within
necessary Hmits to settle her own affairs but that she shounld
be publicly recognized before the eyes of the world as com-
petent to seitle them. Both these ideas are included by
Indian opinion in that dominion status which the announce-
ment by His Excellency the
1929, descr ibed as the natural 1
prog Tess.
- It is possible to trace in these polltlcal aspirations two
separate trends of thought. The first is direcfed to the
nataral satisfaction of a nutional pride and national senti-
ment. The posgition of India in the Empire has been
ambignous. There are undeniable obstacles to the attain-
ment of complete self-government at once. But are fhese
ohstacles to be used for the purpose of delaying the progress
of India, or is a genuine aftempt to be made to overcome
them ? Ave differences of race and enlture to keep India
permanently in a  position of inferiority to the great
Dominions, or is a place to be found for her w1thm the
Hwmpire which will .m fy her claims to equal treatment ?
To those, in whom such arve the dominant 1dms the actual
detailed means by which their ideas may be 1ranslated‘mto
fact are often mnot of great account. The second line of
thought is diveeted to the fulfilment of conerete policies.
Those who think on these lines have an essentially practical
outlook and demand power in  order to achieve certain
definite objects
11. The extent of support for the nationalist demand——-
It happens that the conrse of the eivil disobedience move--
ment in the last few months has exhibited with sufficient
plainness the strength of the nationalist forces and also their
limitations. 1t is clear that they have on their side a sub-
stantial measure of support from educated Hindus of all
classes, for large numbers of those who have not actually
joined {ho movement, being repelled bv its methods, have
shown unmistakable czvmpathv with its aims. There is little
doubt also that the minority communities to a large extent
share in these broad nationalist aspirations, but it has become
plain, if demonstration were needed, that generally speaking
they are not without apprehensions of their position in a self-
governing India, and they are concentrating attention on the .
proteetion of their rights and interests. It is assumed that
for some time after the introduction of the new constitution
polities are likely to remain on a communal basis. It will only
be by a gradnal process that the handling of practical
problems of administration and policy W111 lead to the
development of partles which will be divided on different

' . .
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lines. The landed interests alsc are anxious about their .
tuture. 'The depressed classes, so far as they are beginning
to develop some political consciousness, look with uneasiness
at the prospect of Governments dominated by the higher
castes. 'T'he great mass of the people, though, ag we have
said, capable of being galvanized into action by appe_ai‘s
on those matters which really interest them, regard with
gome indifference political changes which they do not
understand. It is instractive to chserve how durving the
present eivil disobedience movement styong ¥ :
been aroused in the towns, and outside
particular"loealities where either the conditions were

Harly favourable, such as (ujerat, or where sowe 1o
vance couid be exploited or gome doubt sown o8 to the power
of Government to maintain its authority. Duat looking at ‘gljm
country broadly, a political agitation of remarkable intensity
and fervour has left the rural districts but little affected.

12, The extremist element—In speaking hitherto of the
nationalist forces we have had in mind primarily those ele-
ments in the movement which are prepared to look to consti-
tutional advance within the Empire. But it must be recog-
- nized that there is, particularly among the younger men, a
considerable body who have adopted independence not as a
phrage hut as a settled aim, who are fundamentally hostile to.
the British connection and who, though they may not all
favour or believe in the efficacy of the methods of terrorism
which many of them are prepared to pursue, are at any rate
convinced that it is only by force applied in some form or
other that they can achieve their end. With such men it
would e idle to expect that any seftlement is possible.  They
will oppose any agreement that may be reached, and the most
that can be hoped is that gradually through cxperience of a
constitntion, which gives a econsiderable degree of self-
government, they may come to realize thal move can be
achieved by working the constitution than by endeavouring
to cverthrow it.

3. Non-official European opinion—We must not close
our account of political epinion in India without giving sowe
impression of the attitude of the non-official Huropean com-
munity. The Statutory Commission have emphasized the im-
portant eontribution which this community has made to the
economic development of India and the inflnence it possesses
in virtue of its widespread commereial activities. Prior to
the infroduction of the present constitution the interest of
the community in politics was limited, but since 1919 it has
realized the necessity of taking its full share in the political
life of the country. Its entry into active polities has been
marked by an increasingly liberal spirit towards Tndian aspi-
rations, and during the inquiry of the Statutory Commission

& A Y
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it showed 1itself ready to look with favour on proposals for
political advance, subject to the provision of adequate safe-
guards for ite rights and legitimate interests. 'The eivil dis-
obedienee movement with its accompaniment of a boycott of
British goods aud British trade, through which it was hoped
to bring pressure to bear on His Majesty’s Government, has
had marked reactions on those who felt themselves unfairly
attacked and who resented this intrusion of’ pol’iticto into
business. Resentment has been slow in gathering foree, but
recently Kuaropean commercial opinion has & shown unmistak-
ably that it does not mean to allow itself to be coevced by these
methods, and there has been some consequent stiffening of its
attitude towards political advance.

14. Conclumons———Wo have made above some attempt {o
describe the main political currents and forces that are
moving over the formerly placid surface of India. If our
rmdm{r of the situation is accurate, it is evident that the new
constitution must be such as will take full accotnt of these
new forees.  The time has passed when it was safe to assame
the passive consent of the governed. The new system must
be based as far as possible on the willing consent of a people
whose politieal consciousness is steadily being awakened.
Theve is still in the country a fundamental respect for autho-
rity. The new levlslalm‘cs have established for themselves
a position which 1s gradually coming to be understood and
accepted Dy increasing numbers. 3onst.itutiozna1 forms are
for the most part respected and observed. The conditions for
a substantial transfer of power are not in our view unfavour-
able, and we are convinced that the time has come when the
broadest considerations of Imperial policy demand that we
should spare no efforts, and even take some risks, in order to
arrive at a constitutional solution which will give reasonable
seope to the ideas and the aspirations that arc moving India
to-day.

GOVERNING PRINCIPLES.

15. Opportunities for growth.—The Indian Statutory
Commission have at the beginning of the second volume of
their report, before explaining their detailed proposals,
set forth plainly the general principles on which their
recommendations  arve based. We think it will be con-
venient i’ in the same way we make clear at the outset
our general outlook on the constitutional problem and
the principles which guide our conclusions. In. the first
place we are in full agreement with the view of the Commis-
sion that the new. constitution should not be. unduly rigid,
and that it should allow of mnatural growth and d1vers1t5
For instance, it might ease processes of transition if formal

7 . .
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provisions which may require subsequent change could be
drafted in such a way as not to involve leglslatlon if and
when it is desired fo make the change. Again, within the
~general framework of the coustitution in the provinces it
might be possible to allow certain variations suggested by
loeal conditions and favoured by local opinion Finally,
e oshould-hope -that both in the pwwnces and at the centre
the constitution would give opportunities for development
by practice and Gonventioz} in acecordance with actual needs
and experience. The evils that fow from a tem borar*\' Con-

ntumon.}dv@ been fully set out by the Commissio Qur
aim must be to establish a constitution which should, as far as
possible, contain within itself provision for its own develop-
went, “We 18 c(wmze however that that aim can be more
fully attained in the provinces than is possible at the centre,
where ithe ultimate form of the Government cannot as yet
be so cearly dlseerned

16. The ultimate ideal—An all.India federation.—The
Commission have pictured the ultimate constitution of India
as.an. all-lndia  federation ineluding not only British
India, but ‘alsp the Indian States. That is an ideal which
we fully accept. There is an essential unity embracing the-
whale of India, which we hope will at some future time find
expze%qon in certain joint political institutions. But it is
clear, as the Statutory Commission have been careful to

pomt out, that this ideal is at present distant, and that the

federation of Greater India to which -they- look-forward
‘cannot. . be . artificially . hastened. Much may be done fo
promote a more vivid sense of the unity of interests in many
spheres between British India and the various States, and
to develop the conception that there are matters of common
concern which can best be treated in consultation. Never-
theless we miist recognize that the time has not yet come when
the. general body. of Indian States would be prepmed to take
a step so far-reaching in its character as to enter into apy
forinal federal relations with British India. While, therefore,
we arc entirely at one with the Statutory Commission in hold-
ing that the ideal 1s a federation of ali-India, and that this
1de31 shovld be clearly borne in mind when drawing the main
outlines of the constitution of the new India, we “raust also
recoguize that the ideal is not likely to realize itself, save in
its.own due time. There is a certain danger that if we direet
ocur gaze too fixedly to a distant future we may tend to over-
look the needs of an urgent present. The main problem
which must engage our atteution is how British India may be
developed in a manner which shall not only be consistent with
the wider vision, but shall be appropriate to its own im-
mediate requirements.
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17. Federal development in British India.—We have no
doubt that apart from the importance of designing a strueture
into which the States may later fit themselves, the conditions
of British India itself point clearly to a federal development.
India under the old system of bureaucratic government was
adwinistered on strongly eentralized lines. With the first
steps along the path of democracy it was neecessary to relax
control at the centre, and as the Statutory Commission poin
out, the completion of the policy contained in the announce-
ment of August 20th, 1917, was pictured* Ly the authors of
the Montagu-Chelmsford report in the form of ‘¢ a-congeries
of self-governing Indian provinces associated for cettain pur-
poses under a _responsible Government of India ’’. This
remaing in our opinion the only feasible policy for translating
regpongible imstitulions into a country containing so huge a
population and soch diverse elements. The acceptance of the
federal idea for British India carries with it the obligation to
develop as rapidly as possible the emergence of the self-govern-
ing units which must form the component parts of the federa-
tion.  Asg the Commission point out, we shall be engaged on a
process which is the reverse of normal. We do not start
with seli-governing states which agree to combine.- We have
already an administrative unity, and our first task is to -
‘decentralize with a view to permitting the development in
the provinces of that degree of independent activity which
should eharacterize the units of a federation. We are, there-
fore, 1 full agreement with the broad aim of the Commis-
sion to give to the provinees the maximum of antonomy con-
gigtent with the interest of India as a whole, and to make
each province as far as possible mistress in its own house.
But in feliowing this policy - we . must be careful not to
saerifice the apivit of national unity which has gradnally been
developing under the centralized British —administration.
We require a vigorous central aunthority capable of sustain-
ing the heavy burdens that necessarily fall upon it. Tt
will he responsible for the defence of the country against
external attack, and for the maintenance of the ultimate con-
ditions of internal tranquillity ; for the finances of India as
a whole and its credit in the markets of the world ; for its
commercial and tariff policy ; and for all those matters of
common concern which must be handled by a central Govern-
ment. Tt should be in a position to mobilize the experience,
talent and resources of all India for the more efficient pursuit
of such objects as agrienltural, medical or economic research.
It must also possess powers of intervention if developments

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

18. The problem at the centre.—The most difficult
problem that confronts us is what form this central authority
shonld take. Tt is clear that many of its functions must for
some 1ime continue to be exercised, as they are at present, in
Mresponsibility to the ultimate  will of Parliament. The
material foundations of modern India’s life have been laid by
the hand of Britain, and in the process British interests have
come to be deeply engaged in India. A history to -which
Britain dan look back with pride has left results which pro-
foundly influience the present. The security and the prosperity
of India represent an interest of Britain as well as of
India, and an interest of such magnitude that Britain cannot
afford to see it jeopardized. It might be argued that as any
complete  form of responsible . government at the centre
ig, for the reasons we have just ‘indieated, in present
conditions® impossible, no attempt can usefully be made
to invest -the Government with any popular sanction.
A ceniral  Government should be constructed which
would throughout the field of its functions be plainly
responsible o Parliament alone, and in order that the
executive might fulfil these responsibilities the legislature
shotrld be so constituted that it could be depended on to grant
to the executive the money and the legislation required to
carry out the policy of Parliament. The legislature would to
some extent reflect opinion in India, and its views would be
taken into account before decisions were reached. But when
once the Government of India, in agreement with the Secretary
of Stale, had reached conclusions, the Indian legislaiure
would be content to implement them. Such a Government
would no doubt be strong in the sense that it counld count on
getting its own way. But it would be wholly deprived of that
eiement of strength which comes from the support of publie
opinion. We have set ount this alternative quite frankly, for
it represents one of the logical extremes, as complete self-
government represents the other, and when proposals for
some intermediate position are put forward and are attacked,
as they well may be, on the ground that they may lead to di-
vided counsels, it is important to realize clearly that the two
extreme positions are impossible. The Statutory Commis-
siou had no doubt on this point. They stated that as a mat-
ter of practical politics there could be no question of going

‘back to a previous stage by providing that the Assembly
should have an official majority or by reducing its powers. On
the contrary, they have addressed themselves to the task of
considering how the machinery by which Indian political opi-
nion expresses itself and exerts its influence at the centre
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may be improved. We are in entire agreement with this
view. The solution of our difficulties is not to be found by
attenuating the channels through which Indian political
opinion finds expression, but rather by harnessing that
opinion to constructive work, so that what is at present a
demger to the stability of Government may be converted into
its main support. The Statutory Commission have put the
point in words which we would desire to endorse«— A
*¢ Nationalism is a foree with immense power for good
or evil, and the task in the future is to utilise
that force for constructive ends. Forenational-
ist movements that fail to find an appropriate
outlet for their energies tend to mere strife and.
futility.”’ A

19. Suggested conditions of a solution.—The conditions
of the problem suggest to us the importance of defining as
clearly as possible the purposes which Britain mus} continne
to safegnard in India, and making it plain that where those
purposes are not concerned India should be free to manage her
own affairs. The British Government must satisfy itself on
certain essential points, for instance, that the defence of India
from external attack, which rests, and for many years must
continue to rest, largely on British troops, is fully assurgd ;
that relations with foreign States, with the ultimate pos-
sibilities of war which they involve, are conducted under its
authority ; that the conditions of internal security are main-
tained ; that financial obligations are provided for and the
requisite financial stability and credit of the country ade-
quately secured ; that reasonable treatment is accorded to
minorities ; and that nnfair diserimination is not practised
against any section of the community. In our opinion the
ultimate control of these matters must in present conditions:
reside in the British Parliament. It would be undersiood
‘that upon Parliament rests an obligation to secure certain
definite purposes, and that for these express purposes it may
be mecessary for Parliament to intervene at any point
in the administration of the central Government. Where
these purposes are not affected, the policy and administration
at the centre may properly be regarded as the concermw of
India alone. From this point of view the activities of the
central Government might perhaps be viewed as falling into
three categories. There would be, in the first place, those
subjects in which the interest of Parliament might be  ex-
pected to be continuous, such as defence, foreign affairs, the
preservation of general tranquillity and the fulfilment of

e
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financial obligations. Secondly, there would be subjects in
which ~ Parliament would be interested only oeccasionally,
if #nd when it became clear that the policies . pursued were
affecting the purposes which Parliament wished to safeguard.
We should be inelined to include in this category the methods
of taxation by which the revenue of the central Government
is raised, the tariff and commercial pelicy, and the manage-
pent of railways.  We should expect these matters normally
to-be directed in accordance with the views that commended
themselves to the majority of Indiang, but subject always to
the wogsihility of Parliameutary intervention if any of the
purposes of Parliament were threatened. Tinally, there
~would be a range of subjeets in which we should hope that a
popular policy would seldom, if ever, come into conflict with
the responsibilities of Parliament. Such would be, for in-
stance, the general economic development of the country,
industrial policy and questions of lahour ; the ordinary ad-
~ministrative gervices which the central Government carries
out, such asthe management of the postal and telegraph
systems or the customs administration : the development of
communications whether by land or air; the co-ordination
of those activities which form the primary concern of the pro-
vineial Governenents, such as education, bhealth and agricul-
ture ; the promotion of social reform, and many other matters
of gweat importance to the welfare of the community. Again,
thie selection of the representatives of India at Imperial con-
ferences or at the League of Nations, and, subject to any over-
riding considerations of Impgrial policy, the instructions
given to them appear to us to be matters which might well be
left to the determination of India. The relations of India
with other parts of the Empire must naturally be of concern
to His Majesty’s Government. But we should hope to see a
development of the existing practice whereby India is enabled
to deal direct with the Governments of the Dominions
in cerlain matters that affect her closely. Generally, in
regard to the sphere in which the central Government might
expect to be allowed to pursue its own policy, we think it 1s
important to remember that it is proposed to hand over to
responsible Governments in the provinces the administration
of all the funetions which most closely touch the life of the
‘people. It seems to us evident that in some form or other
comparable activities, which are the charge of the central
Government, should also be administered in relation with the
- popular view, provided always that the broad purposes of
Parliament which we have deseribed above are not affected.
The precige form by which public opinion may make itself
felt. .in. .a Government, which must be prepared in certain
matters to he gnided ultimately by the will of Parliament, is
the cardinal problem that confronts us. We offer our own
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suggestions later, not with the idea that they are proof against
criticism, but ag indicating general lines of development which
seem to us, on the basis of our own experience, less open to
objection than others that we have seen. But whatever may
be the plan adopted, we are convinced that no scheme of (Gov-
ernment at the centre ean work with success, nnless it is re-
cognized that Parliament and the Indian legislature have eacl
their special contribution to make to the welfare of India
which is the joint purpose of both. Our aim should be a
partnership in a common cause. '

20. Ultimate considerations.—The Statutory Conmission
suggest that there may be a further complication in a problem.
already sufficiently complicated. They utter a caution against
the development at this stage of institutions which might pre-
judice the wltimate form of the central Government., 'The
caution is no doubt one that should be borne in mind. But
caufion in this respect must not be carried to the point of
allowing owrselves to be immobilized from fear that any step
we take may prove not to be leading us directly to our cud.
There is much to be done before that end canbe reached, and,
if we hope to reach it, we must be prepared tq test by experi-
ence the forms and methods of that type of Government
which will eventually emerge. 1t ig clear that the aim foy the
centre as for the provinces must be the progressive realiza-
tion of responsible government. There already exists in the
Legislative Assembly an organ which ag it develops will be-
come ane of the main instrumdnts of responsible governrent
at the centre. Respousibility will come as the result of the
reintions established between the legislature and the execu-
tive. We cannot at present foresee precisely what the wulti-
mate development of those relations will be. But it seems
to us plain that we should without delay set ourselves to the
task of encouraging the establishment of effective relations
between ihese two bodies, and thus prepare the foundation
for the full responsgible government which we desire to reach.

THE GOVERNORS’ PROVINCES.

21. Boundaries Commission.—We come now to a con-
sideration of the detailed proposals made by the Statutory
Commission, and following the order in which they have
approached the problem we shall deal first with the Gov-
ernors’ vrovinces. The first subject on which the  Com-
mission tonch is the need for provineial redistribution.
They suggest. that the Government of India should.
set up, as a matter of urgent importance, a Boundaries
Commission with a neutral chairman, to investigate the main
cases in which provincial readjustment seems called for. The



two particular cases to which the Commission themselves give
their attention are Orissa and-Sind.

The claim of the Oriyas to a separate province of their
own is-of long-standing. In their letter the Government of
Bihar and Orissa have drawn attention to the need of making

arly investigation into all relevant factors with a view
?0 satisfying the very natural desire of the Oriya-speaking

peoples to possess an administration of  their own. The
claim of Sind to be a self-contained unit has hecome inereas-
ingly prominent in reeent years. The preponderance of the
local popflation is Muslim, and their claim to separation
from the Bombay Premden(‘\' has been amdentlv advocated.
Neither on Orissa nor on Sind are we yet in a position to
tender final advice, but we urge that enquiries be set on fool
at the earliest possible date. We should not contemplate en-
trusting the task to a single Boundaries Commission. The
two problemb are not conne@ted and we would snggest-in-
Vesugatlon by . two  separate committees. We wish to
emphasize the need for expedition in reaching conclusions on
these two outstanding cases, which are respectively of funda-
mental importance to the two provinees of Bihar and Orissa
and  of Bombay, as they now exist, in order that, if new
arrapngements are required, they may be m’moduced simal-
tancously with the new constitution.  We conceive that the
Sind Committee will be coneerned primarily with the ad-
ministrative and financial aspects of separation, for the ques-
tion is not one of boundaries. In Orissa on the other hand
difficult questions of future boundaries will be directly in
issue.

Other possible readjustments of provincial boundaries
should in our view stand over, until opinion has more clearly
expressed itself. It would be for the new administrations
themselves to take up such cases as they arise.

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

22. The abolition of dyarchy.—In agreement with the
great mass of opinion in this country, both official and non-
official, we accept in principle the recommendations of ths
Commission for the recomstitution of the provincial Govern-
ments.  In so doing, we do not associate ourselves with thoss
who pass an ungualified condemnation on the existing disposi-
tions. On the contrary we pay our tribute to those who
planned and those who have worked the provincial constitu-
tions. Dyarchy in the provinces was never intended to be
more than a transitional device, a first step on the diffieult
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road towards a completely responsible system. With few e
ecpilions goodwill has been forthcoming, and an earngst
endeavour hag been made to translate into action the oppor-
tuniiies which the eonstitution has offered. Provincial Gov-
erniuents, whether on the reserved or the transferred sides,
¢an take reasonable pride in their administrative record.
Policy may sometimes have been at fault ; results may 11<1$
always have balanced expectations ; but on a broad = vie
much has been accomplished that might have been difficult
of achievement nnder the older unreformed system. We are
clear, however, that a stage has now been reached i11 the poli-
tical omwth oi the provinees at which the next step forward
shunld be taken boldly. We agree with the Commigsion that
the time has come to remove the boundary set up between
acpartments  of which ministers may take charge —and
those from which they are excluded. To reserve law and
order would be to concentrate attack on the most delicate
part of the machinery. The arguments in favour of transfer
have been authoritatively and, to our mind, conclusively stated
by the Statutory Commission and the Indian Central Com-
mittee. We do not disguise from ourselves the rigks inherent
in so great a change. But, subjeet to the ngcessary safe-
vudrd,s which the (J()]’I]TI]I%.SJ()IJ have quggcsiul we are pre-
pared to see provineial administration in all subjects entrgsted
to responsible ministers, linked together in a common account-
ability for their policy, and operatmw in relations with popular
legislatures from which the official element will have dis-
appeared, and in which the nominated element will have heen
reduced 10 the smallest proportions.

On the main issue that a great step forward should be
taken, the unanimity of the provincial Governments is eom-
plete. Differences of opinion on details” merely anticipate
what we ourselves consider to be probable, namely, that the
working of the new system may not follow identical lines in
all provinces. A single rigid system might hamper, and not
assist, the ready expansion of free institutions. Some
freedom in the constitution is needed in order to facilitate
local growth in forms suited to local conditions.

The provincial reports sufficiently indicate the provincial
view and we do not ourselves propose at this stage to discuss
m detail the recommendations of the C’)ﬂlnll‘a%l()[l on all pro-
vineial points. There are, however, certain matters on which
comm@nt is required, and fo these we now turn.

Provincial legislatures.

23. Their life-time.—There ig no dissent from the pro-

position that the normal statutory life of provincial iegisla-
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ures should be raised from three to five years. We join with
thié provineial Governments in accepting the proposal.

24. Their size.—The Commission criticize the size of the
present councils and find them too small. They suggest that
unless an inerease.in the size of the electorate is accompanied
be an increase in the number of constituencies the reality of
representation may be prejuciced. They remark that -

creased membership of the provincial eouncils wili factlitale

‘their plan of repres Qntatmn at  the centre. The recom-
Heﬂd(hluh which they make is that in the more important
provinces® there should be an immediate increase to a figure
between 200 and 250.

We accept in prxnclple the suggestion that there should
be a-material enlargement of the pr ovincial legislatures suit-
~able to the new Gondi*tions, but we would be reluctant to
propose precise figures reached on a priori grounds. The
matter sheulc , we consider, be included within the terms
of reference to the Franchlse Coramittee, in order that the
size of each provincial legislature may be dec:«ded on the basis
of ascertained needs. Any substantial increase in the clector-
ate will certaimly necessitate an addition to the num-
ber of the constituencies in each province. The prov-
inciad Governments recognize the need for enlarging the
legislative counecils ; but their general view appears to be
that so large an increase a as ﬂle Commigsion have in mind

may be unsuitable to their conditiong.

‘o1 the reasons given by the Commission it will gtill be
necegsary for some time that the Governor should retain a
strictly limited power to nominate, but we doubt whether,
when the Kranchise Committee have completed their labours,
it will be found necessary to give a power of nomination
gmité on the scale which the Commission have in view.  We
agree.thatno special provision should be made for the election
of “women.

25. The disappearaﬁce of the official bloc.—The presence
of an official bloe has been a noticeable feature of the present
dyarchical system, and essential to its working. We agree
that with the abolitlon of dvarchy, the official bloe should no
longer be reiained.  With the (:xceptlorl of a small nominated
element; the provinecial legislatures will be wholly elected ;

“free play will be given to the formation of parties, from
‘which we may expect to emerge correct prineciples of minis-
terial responsibility.

26. Constituent powers—-The question of granting to

provincial legislatures constituent powers raises difficult
issues, both ‘constitutional and practical. The Commission
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suggest that after tem years the provincial councils should
have the power to set in train certain proposals for change
by the method of ¢ constitutional resolution ”’, but the
changes would be limited to those atfecting the electoral law.
The enforcement of a constitutional resolution would be
dependent on the grant of a cerfificate by the Governor that
the resolution reflected the general opinjon of the province
and of any community specially affected, and would require
also the concurrence of the Governor General.

We weleome the proposals of the Commission fp give to
the provincial legislatures this measure of constituent power.
Were it practicable to do so, we would gladly enlarge its
scope.  But with ome possible addition, to which we shall
presently refer, for the ereation of a second chamber, we see
grave di ficulties in giving this procedure any wider extensmn
B;von within the ambit of the electoral law, the distribution
by statutory provision of the balance of politigal power
between the representatives of different communities and
interests in fixed proportions immensely complicates the pos-
sible effects of electoral change. The initial dispositions will
now he made under the mthorl‘fy of Parliameat itself, after
consultation with the representatives of British Tndia as-
sembled I meeting at the Round Table Conference. o'To
throw open those dlsp(mhons to early revision by local
authority would, from the start, invite confliet and might pre-
judice the (mdeavonr to initiate a fully vesponsible system of
Government in the provinces. It is reasonable that the
electoral system set up at the beginning of the reforms should
rvest on the assumption that it wﬂl onduxe at least until new
political conditions are established, after experience of the
new Governments has been obtained. For these reasons we
do not anticipate that Indian opinion will resent the provision
that no ‘¢ constitutional resolution ’’ may be passed by a pro-
vinelal legislature until after the lapse of some years from the
inanguration of the new system. With reg;'ard to the scope
and freedom of the constituent powers, it is clear that these
must remain under some limitation, at least until the country
at large is prepared to abide by what we regard as a funda-
mental principle of responsible government, namely, the
Vahdltv of a majority decision. While, therefore, we are
anxious to lose no opportunity to place "within the constitu-
tion the seeds of its own growth, we agree that, subject to the
addition which we have sug oest@rl dbOVO and’ ‘which we now
discuss, the range of the conqtltuent power accorded to the
provmmal legislatures should be as proposed by the Commis-
gion.

27. Second chambers. —The arguments for and against

~

« sccond chambm‘q in the provinces have been fully set out by

L
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the Commission, who have themselves not found it possible to
ntake a unanimous recommendation one way or the other.
There was a similar diversity of opinion among the members
of the Indian Central Committee. Among the provincial
Governments, Madras, Bombay, the Punjab, the Central Pro-
vinces, and Assam do.not desire second chambers. We under-
dstand that this represents in all cases the unanimous view of
both sides of the Governments, except only that in Bombay
one member of Counncil supports a second chamber for that
provinece. All members of the Government of the -United
Provinces are in favour of the establishment of a second
chamber in that province. 1In Bihar and Orissa also the local
Government, without any dissentient wmember, advocate a
second chamber.  Opinion in the Government of Bengal is
divided. ™They state in their letter that some members are
strongly in favour of a second chamber, and that the re-
mainder are doubttul. In these circumstances the local Gov-
ernment express themselves as having decided to maintain
the opinion in favour of a second chamber which they
expressed in their memorandum to the Statutory Commission

in 1929. .

The matter seems to us to be peculiarly one in which
reggid should be had to local conditions. We would not
propose that in any provinece a second chamber should be
made a condition of advance. Where local opinion favours
‘and local conditions seem to require a second chamber, it
~showld in our view be set up and incorporated in the new
constitution.  he problem has now been fully Investigated
by the Statutory Commission, and we have before us the
considered views of each provincial Government. Their
knowledge of local  conditions and local requirements is
necessarily .more intimate than our own. We therefore
accept the recommendations of the Governments of Madras,
Bombay, the Punjab, the Central Provinces and Assam
that there should be no second chambers in those provinces.
Similarly we-accept - the recommendations of the (Govern-
ments of Bengal, the United Provinces, and Bihar and Orissa
that in those provinees there should be a second chamber.
If etfect is given to their wishes, we should suggest that the
manner in which the upper house should in each instance
be composed in those three provinces should be left to further
investigation by the Franchise Committee in the light of the
suggestions which the three Governments have put forward.

While we agree that in five of the eight provineces, there
should on the institution of the new constitution, be a single
chanber legislature, we associate ourselves with the view
expressed by the Government of Madras that future eircum-
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gtances may create a demand for a second chamber. We
accordingly accept the suggestion of the local (Govern-
ment that the subject should be included among those matters
on which after ten years a ‘‘ constitutional resolution ’’ may
be passed, and would apply the provision to all provinces,
leaving it open to a provincial council to recommend the
ereation of a second chamber where none exists or the aboli
tion of one that has been set up. We do not take it as certain
that no provineial council will pass a resolution to substitute
for a unicameral a bicameral gystem. The success or failure
of second chambers in those provinces where they hire estab-
lished will, we have no doubt, materially shape political
opinion in those provinces which retain a  single chamber
legislature at the outset of the new system. We would sug-
gest that a resolution dealing with the creation or abolition
of a second chamber should require to be supported. by not
less than three-fourths of the votes of the legislature instead
of the proportion of two-thirds snggested by the Commission
for other matters. 1f it were proposed to abolish the upper
house, the decision might be taken in joint session, and the
resolution if certified by the Governor should_ in our view be
submitted by the Governor General to the Secretary of State
and laid before Parliament for its approval. -

The suggestion of the Commission to set up a small expert
revising body to which legislative proposals could be sub-
mitted Heiween the rveport and the third reading stages has
ed little support.

»# 28. The franchise.—Wec agree with the Commission that
with the establishment of responsible Cabinets in the pro-
vinces, the present franchise for the provincial legislatures
will be too restricted. We accordingly accept their recom-
mendation that there should now be such extension of the
franchise as is reasonably practicable, and that the investi-
‘gation of this matter should be entrusted to a specially con-
stituted Franchise Committee under an impartial and ex-
perienced chairman. . The arguments used* by the Commis-
sion leave no room for doubt that the immediate adoption of
adualt suffrage is wholly impracticable. The precise extent
to  WhHIEH tHE Tranchise A oW b " widéned is a matter on
which, in our opinion, it is not possible to form conclusions
until the problem has been investigated by the Franchise
Committee.

There is under the present system no uniformity of the:
franchise qualification in the different provinces ; and it is
clear that while the franchise continues to rest for the most
part on a property qualification directly related tg land
revenue payments, no precisely uniform system is possible.

*Volume II, para. 105.
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The views expressed by the provincial Gfovernments suggest
that the extension of the franchise may well be greater
in some provinces than in others. The ,{r.o.‘vemmeﬁt of
Bombay consider that the franchise should be widened to the
extent of trebling the electorate, but thie i¢ turther than most
Jprovineial Governmuws are prepared to go. Some indeed
enter .5 EUI{;OJ( ag Jiaﬁb UAL iere lcll)itl i 1_";& Bﬁﬁlﬁ“ﬂﬁ Oi
ignorant and ﬂhtemte voters simultanecusly with the intro-
duchen of a new system of governme %:ai vigw

it Our gene;
is that i might be unwise to tie down the Fr aﬂchl&,e Com-
mittee to any pre-arranged percentage of enfranchisemert.
We would be g?ad if it were found possible, from provinee fo

province, to reach the enfranchisement of 10 per cent. of the ..

tolai population recommended by the Commission, but we
would leave the Franchise Committee free, for valid special
reasons which they may find to exist, to adjust their recow-
mendations to local conditions.

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

The Commission recommend that the Committee should
be instructed to have due regard to the respective claims of
urban and rural areas, and to the rights of women as well
as'of men. It 1s further suggested that the Committee should
devise such qualifications as would secure as far as possible
the same proportion of voters to population in different
communities. At the same time the Commission deprecate
different sets of qualifications for voters of different religions
or races.  We have no doubt that the Franchise Committee
will keep these important considerations in view. The Com-
mittee will not however be able to treat as first principles
both these recommendations, namely, that there should be in
each community the same proportion of voters to population,
and that the franchise qualification for all cornmunities should
run on the same level. In some cases their results may be
found to be mutually contradictory, and we anticipate that
some adjustment by ecompromise will be needed in their appli-
cation. It has been remarked on past occasions that, after
religion and race, the boundary between town and country is
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the greatest dividing line that runs through the Indian people.
In more than one province the Commit tee may find that some
readjustment is necessary .of the present representation
respectively of urban and rural areas and we attach great
importance to securing genuine and effective representation
of rural interests. With the broader aspects of :fema](a
saffrage we shall deal in our next paragraph.

In agreement with the provincial Governments, we would
prefer that Parliament should not commit itself to the
appointment after fiftcen years of a second Fran¢hise Com-
mittee.

29. Female suffrage.—In the first volume of their report
the Commission devote a separate chapter to the inereasingly
mmportant part now being played by the women of India in
social relorm (md generally in public affairs. They consider
thai the women’s movemcnt holds the key of progress and
observe that the results it may achieve are incaledlably great.
This estimate of the importance of the women’s movement
leads the Commission to conclude that India cannot reach the
position to which it aspires in the world 11nt11 its women play
theiv due part ag educated citizens.

The suggestions for the enfranchisement of womengmade
by the Commission in the second volume of their report
{follow divectly from the conelusion which they reach in their
first  volnme.  The Commission observe®*  that = while
provineial legislatures in  exercising the option allowed
to them of enfranchising women on the same terms ay men
have made a gesture of high significance, it has remained
only a gesture, because few women in Indla own property
m their own 110°ht In consequence, wunder the present

‘ranchise the proportion of women as voters is still extremely
]ow In order to correct their proportion the Commission
recommend the addition of two special qualifications for
women voters ; namely, being the wife over 25 years of age
of a man who has a property qualification to vote ; and,
secondly, being a widow over that age whose husband at the
time of his death was so qualified. In addition, under the
Commission’s scheme, women over 21 years of age who
possess the suggested educational qualification would also be
enfranchised in thelr own right.

These suggestions have called forth much criticism and
we doubt whether they would be acceptable to any consider- '
able section of opinion in the country. The arguments
against the Commission’s proposals have been well set out
in the report of the Government of the United Provmces in

*Volume I, para, 203.
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whiceh it is suggested that in the existing conditions one
practiecal result of the proposal would be to give to the family
of the low caste Hindu voter, whose wife is ab}e to go to the
poll; a second vote ; and thus give them twice the voting
power of many of the higher castes, and also of many of thé¢
yuslims, whose wives would be debarred from recording
heir votes by the operation of social custom. At the time of
thelast reforms the enfranchisement of women was considered
by the Joint Select Commitiee of Parliament, who felt that it
wags 1ot desu‘ab}e that they should attempt to settle the ques-
tion themselveq Their view was that the enfranchisement of
women goes “deep into the social system and susceptibilities of
India, and is therefore a question which can only prudently
be decided in accordance with the wishes of Indians consti~
tutionally expressed. 1t was in pursuance of that view that
provision was made in the electoral rules of each provinece
leaving the decision on female suffrage to the provinecial
legislature.  In their replies to the present reference the
.magomtv of provineial Governments have taken somewhat the
same line. - We agree with them that it would be unwige to-
attempt to foreg upon India measures for the enfranchisement
of great numbers of women. We suggest, therefore, that this
matter should continue to be left to the decision of the pro-
vineial councils, and we consider that the subject can well
be dealt with by them in the constitutional resolution to
which we have referred. So long however as the principle set
out by the Joint Select Committee of Parliament is main-
tained, we think it to be a proper course that the suggestions
of the Commission for the special enfranchisement of women
Qhould be further investigated by the Franchlse Committee.

& Communal representation.

30. The Hindu-Muslim impasse.—The problem of com-
munal representation has been rightly described by the Com-
mission as a highly controversial “and most important subgeet
On its solution will depend in no small measure the sueccess

-or fallure of the new constitution.

Theghlommission’s report contains a carefully prepared
and c]oselv leaqoned exammdtmn of the 1 1sgues at stake.  The

selled to assume in ‘r}us ‘matter, a continuance of separate
communal-electorates 7. If there are to be communal elec-
torates, the ou‘fstandmg question left for decision is the pro-
portlon of seats in the various provincial councils to be set
aside for Muslim members. After expressing a hope that a

éﬁVcﬂume«H, para. 75.
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renewed effort will be made hetween the two communities
~~themselves to reach an dccommodauon, the  Commission
pﬂu soveral general expressions of their opinion. They
" hold that in view of the weakness of the Muslim minority in
ix out of the eight provinees, the present scale.of ‘e,tghtd
in favour.of Mushmm in those six provm
maintained. On the other hand, the Commigs e~
selves definitely against the ull elai put £01 ward by the
Muslim ecommunity that, while vetaining their weightage n
the six provinees, the present propor twu ol seaty secured to
Muslims by separate cicctorates in Bengal and jp the Punjab
should be onlarged to figuves propmmmmtg to their ratic of
population, Scized with this dilemma, the. Commissionoffer
the Muoslim community a choice '1)0(“70011 two alternatives ;
cithier, so il would appear, vepresentation on a bagis of their
population in Bengal and the Punjab, but with the loss of
their weightage in the six provinees ; or joint electorates by
mutual (*(mwmn in Bengal and the Punjab and the existing
seale of weightagoe elsewhere. There has been no mdloatlon'
hitherto on the pcut of the Murshm community of any dis-
position to accept either of the two alterngtives suggested
for their consideration by the Commission. Nor has the com-
munity given any support to the scheme outiined in apgendix
VIIT of the report for substituting for communal electorates
a plan which purports to combine joint electorates with the
exclusion of candidates wunacceptable to the community:
affected. ‘
" While the Commission hold the view that, in.the.absence:
of agreement between Hindus and Mnshm,s, communal elec-
tomies must remain, the ‘ ’
mitteo believe that wi . 1008 e
wishes of particular communities, and _recommend that
communal electorates should be abolished. Their proposal
is that in provinces other than Bengal seats should be
reserved in joint electorates either on a population basis or
on their voting strength, whichever may be more favourable to
them, and that they should be permitted to contest other seats
in general constituencies beyond the number actnalge reserved
tor them. The Committee proposed that in the Punjab the
Hindu and Sikh minorities should be given the privilege
which they recommonded for Muslim mlnorltles elsewhe1e.
?ut for Bengal they suggested that there should be mno
Neparate electorates fmd no resérvatmn of seat
two communities should vote together in a joint
IT'hese majority recommendations of thé Committés were ex-
tremely distasteful to two out of the three Muslim members
of the Committee, and drew from them a vigorous minute
of dissent. ‘

-
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. Laastly, we take this oppor tumt“ to rvefer to the solubion
put forward in_ the Nehru report, whose authors took the
line, fivst, that separats éIectoraCes must be completely -dis-

carded as a condition precedent tc any rational system of,
repw sentation ; second, that  the -reservation of seats for
Jority communities is indefensible ; and, third, that for
Mashm minorities there should be reservation of Deah, when
~demanded, in strict proportion to their population, with s’ho
right to c@nfe st additional seats for a fixed period of ten
Thgu solution was no more successful than other
ecients which have been gmpﬂsml; and its failuve to
attract Muslim support was one of the reasons why the Nel
%,&Pﬁli«,w‘ 5 snbsbqueﬂﬂv dlsow/zled by its own piomot 'S,

Since the pnblication of the report (,f the Statutory Com-
mission little progress has been made by way of negoliatinu
between the two communities, We recognize the need for
an agreed 901Ut10?§1, and would be reluctant in this despateh
to wute anything that might hamper agreement between the
representatives of the two great communities themselves. Af

~the same fime jwe cannot disguise from ourselves that the
prospects of agr reement seem remote. When the last-retorms
were jntrodueed, the. Lucknow pact held . the field, and
thxmwhout the proceedings of the Joint Select Comvmtmc
was given binding force. That pact is no longer acceptable
to elther party ; and if the decision of the problem be left to
Parliament, unaided by agreement between the parties, no
easy solution can be found on the lines of a maintenance of
the status guo. The change effected by the withdrawal of the
official bloe is also 1mp01tan‘r and brings the ecommunal ques-
tion into greater prominence, for with the disappearance of
the neutral element communities are driven to rely exclusively
~on their own representation. Their relative strength, there-
fore, becomes a matter of still closer interest.

‘We do not propose to traverse the arguments, theoretical
and practical, against communal electorates. We are fully
conscious that separate communal representation assumes a
special significance as the responsﬂnhtv of the executive to

M&he legislature grows more complete i
. St t

thﬁ the..|

TI_ al Government state that there is irreconcilable dis-
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agreerment between their Hindu and Muslim members. The
Kuropean members of the Government have come to the con-
oluwmn that representation on the basis of population is the
fairest method of distributing the seats in the generul consti-
tuencies ; and that any Wewhtfw that is fo be given to the
now-Mubhammadans in 1cspéct 0{ their wealth, edu ation or

~ position should be allowed for in the special conshtuencws.

In the Punjab the positior is singularly complieated owing to
the rival claims of the three communities ; the Muslims, the
Hindus, and the Sikhs. The official members of the Punjab
have worked out a cavefully balanced scheme $or the com-
position of the " new provincial council, ~which gives the
Muslims a majority of two over Hindus and Sikhs combined,
and a proportion of 49 per cent. of the house as a whole. The
scheme satisfies neither the Muslim nor the Hindu nor the
Sikh members of the Government, but in our view merits con-

qdm ation, snbject to remarks which we shall presently make.

On-the--more..general .aspects-of.this.. baiffing. “problem,

e consider that it may be a legitimate, grievance to deprive

Muslims 1 in the Punjab and Beng.,al of representation in the
councils _in proportion to their popul(),tml; merely, becanse
of the weightage allowed fto \fushm, i ‘
At the same tlmc we appreciate the ()1)30(*1101

to.eo. nmun 1

+ majorities in the legislature guaranteed on a population basi

at the wish of a ma;m ity commumtv through commimal eon-

satituencies.  Various suwgestmns have l)eon put forward for

meeting these objections. Assuming legislatures returned
from general plug special constituencies, it has been sugeested
that in Bengal and the Punjab the general communal consti-
tuencies should he so distributed as to give no community by
that means alone a clear majority in the lowlblatm' as a whole.
"‘Ixo nuuom“y community could be given communal consti-

tuencies on the mrmlnh(m basis, provided they did not eon-
&tltuto a ma; orlty in the legislature, to obtain which it would
have to suceced in returning members in elections to some, at
least, of the special non-communal constituencies. Another
susxgestlon is that put forward by the official members of the
Government of the Punjab to which we have already referred,
where the Muslims though having a majority of two over
Hindus and Sikhs oombmed Would not command a majority
in the house, the balance consisting of two seats allotted to
Furopeans and one each to Indian Christians ~and Labour.
A third suggestion is that communal diseriminations thongh
applied to elec‘rors should not extend to candidates.  Thus a
Hindu would be eligible under the electoral rules to represent«
a Muslim constltuency and vice versa.

The existing differences between the voting strengthi:~'

aud the numerical strength of the various commumtles he?, -
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at the voot of the present difficulties.  When with the exies

sion of the franchise these differerces disappear and ’m
voting strength more correctly relicets the population, the
]ustlﬁca‘uoiz for communal electorates for majority com-
munities would cease. The perplexity which now presents ii-
self of deciding between the apparently irreconcilable claims
of*rival communities wounld have passed away. In this view
i;iaz@ adgns‘men‘tq now to he madn may he “egardca as sorving

c@nsgm ogﬁ Lhﬂ eommum y oon@erned and th ) \cn comep*
should require the votes of {wo- thuds of the memb ers in the
legislature of the. community concerned. But  we attach
importance to providing machinery in the Act fer the dis-
appearance of such electoratés and for their future replace—
1ent | 1 syste presentation more suited to
responsible self- government on democratic lines.

31. The representation of the Sikhs.—We have referrcd
briefly in the preceding p‘uao*raph to the bearing of Sikh
represcntatlon om the adjustment of eommunal proportions
in the Punjab legislative council between the Hindus and
the Muslims. The problem arises only in the Punjab. In
g no other province are the Sikhs given separate representa-
ion. Their. eommy tes in the Pnnjab. date. from
{2 of the Jomt Report,  whose
condemn&tmn of communal.clectorates is well known, made
an exception in.the case of the Sikhs on th ‘wround that in
the Punjab they are a distinet and important people, who
supply a gallant and valuable element to the Indian army,
but who are everywhere in a minority and for that reason
go virtually unrepresented. They accordingly proposed to
extend to the Sikhs, and to the Sikhs alone, the system
already adopted in the case of the Muslims. The Sikh elaim
was specially considered by the Franchise Committee of
191819 and they were given 12 .out of 94 seafs.in the Punjab
legislative council. Thm have consistently expressed dis-
satisfaction with this proportion, and Sikh leaders have
adhered to a claim that they shounld have not less than 30 per
cent, .of -the total seats. The present position, as we
ariderstand it, is that the Sikhs are prepared to accept joint
electorates provided that the Muslims agree, but that if
communal electorates are retained in any provinee they
should be assured in the Punjab of representation on the
basis at least of their voting strength. As the voting strength
of the Sikhs on the present property qualification is consider-
ably in exeess of their proportion of the population, this elaim
could be accepted only at the expense of the Muslims or the

i

L4
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Hindus. "The preportion given in the scheme prepared by the
official members of the Government of the Punjab, though
higher than the population basis, is less than the voting
strength of the Sikh community. In his minute of dissent the
Sikh Minister of the Punjab has expressed a warning that the'
arrangement proposed by the official members is not accept-
able to two powerful communities, and that they are nyt
prepared to surrender on the point. Put in its crudest form,
the claim made by the Sikhs is that the British eonquered
the Punjab, not from the Muslims, but from themselves ;
and that it responsible self-government is now dntroduced,
they will not submit to a system which places the Muslims
In a permanent majority over both Hindus and Sikhs com-
bined. -We bhave given careful consideration to these diffi-
culties, but so far as the Sikhs are concerned are unable to
propound any better solution than that put forward by the
official members of the Government of the Punjab.

[ ]

32. The representation of Europeans.—With the other
classes of communal representation we can deal more briefly.
There can be no doubt that for the representation of
Hurepeans their-existing separatc electorates must be main-
tained. We aceept .the prineciple that their representation -
should, if possible, be in its present proportion, and w pro-
vinces where they at present rely on nomination they should,
in our view, if this be found practicable, be returned by their
own electorates.

33. The representation of Angle-Indians.—We agree
that as regards the number of Anglo-Indian seats the object
in view is to secure to the community an adequate oppor-
tunity of making its views known in the legislature through
suitable representatives ; and that no question ariges of
trying to allocate seats on the basis of such factors as popu-
lation and political influence. The community is faced with
very special problems of its own. Tts main interests may be
summed up as entry to the services and educational facilities.
So far as concerns the former the field of employment which
is of particular interest to the Anglo-Indians is to he found
under the central Government, especially in the Railways and
the Telegraph department, and in a later passage we refer
specifically to the possibility of giving such protection as may
be practicable to their position on the railways. But their
educational problems fall within the provinecial sphere, and
we regard it as important that they should be enabled, parti-
cularly from this point of view, to make known their needs
and their case. Subject to further investigation by the
- Franchise Committee, we are disposed to accept the sugges-

tions of the Commission for increasing the total number of
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geats allotted to Anglo-Indians, and to think that wherever
possible their representation should for the present be by
sepatrate electorates.

o4, The representation of Indian Christians.—The Com-
mission state themselves to have been impressed by the
fact that a representative deputation of Indian Christians
which met them in Delhi evinced their readiness to be merged
i general electorates, and for that reason they have recorded
a decided prefervence for the reservation of seats in the
case of Indian Christians in place of separate electorates.
The present position is that Indian Christians have separate
electorates In the Madras Presidency where the community
is particularly strong and returns five members ; everywhere
else any representation they have is by nomination. . From
representations made to us since the publication of the Com-
mission’s report, we understand that the Indian Christians
of Madras are far from willing to surrender their separate
electorates, and we endorse the view of the Government -of
Madras, thaf the community in that provinee should not be
deprived of its privilege without its consent. Provincial
replies indicate that in some provinces reservation of seats
may present congiderable difficulties, and that wheve separate
electorates cannot be formed, the Indian Christian community

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

35. The representation of the depressed classes.—The
suggestions made by the Commission for the representation
of the depressed classes have been much criticized by the
provincial Governments. The difficnlty of framing for each
provinee a definition of the ‘¢ depressed classes ?’ is probably
inherent in any scheme for the special representation of
this class other than by nomination ; but the Commission’s
proposals place a peculiarly embarrassing duty on the
Governor to certify candidates authorized to stand for the
depressed classes ; and the proportion of representation
which the Commission suggest, namely, in the ratio of three
quarters of the proportion of the depressed classes popula-
tion to the total population of the elecforal area of the
provinces, seems” likely to be unduly high. The Government
of the United Provinces have caleulated that in that provinee
the Commisgion’s proposal ‘wounld result in the return to
the provineial legislature of no less than forty members in
place of the single nominated member who at present

-represents the community. The whele«preblem of the re-
presentation - of - the  depressed -classes- will require care-
ful investigation by the Franchise Committee ; and at this
stage we only wish to make plain that in our view their
adequate representation should be secured by the best means
that may be found practicable. Though there are some
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differences of opinion within the community, recent meetings
of depressed classes associations have re-affirmed their belief
in separate electorates.

36. The representation of non-Brahmins in Madras.—
*We- agree that the reservation of seats for non-Brahmins ‘in
Madma is- no longer necessary.

37. The representation of Mahrattas in Bombay.—1lse
recommendation of the Commission is that the time has not
yet come for the abolition of reserved seats for Mahrattas ;
but that it may be possible to abandon reservation in some of
the constituencies in which seats have hitherto bedn set aside
for the Mahratta community. The local Government have
expressed ne opinion, and, pending further examination by
the I'ranchise Committee, we retain an open mind.

Special rvepresentation,

38. The universities.—We come now to special, us
distinet  from communal, representation. 'Fhe Indian
university scats date from "the time of Lord Dufferin’ ; when
they were instituted in the anxiety to make use of any
corporate body of opinion that then existed. When the
present reforms were mtroduced Lord Chelfisford’s Govern-
ment found some difficulty in reconciling themselves to
their retention. The Statutory Commission, though with
considerable hesitation, recommend that they should be
preserved, but the numbor of seats should not be inereased.
All provineial Governments, except the Government of Bihar
and Ovissa, agree in retaining university vepresentation,
and the s ame view is taken by 1hc Indian Central Committee.
In face of thig evidence we are prepared to accept the con-
tinuance of special university representation, but we take
the opportunity to express agreement with the suggestion
of the Indian Central Committee, which is supported also
by the Governments of Madras and of Bengal, that in order
to secure a more adequate representation of learning and
the return of representatives possessing special aeademlc
«qualifications, the franchise in these special constituencies
should not extend to graduates generally, -but should be
confined to members of the Senate or the governing body.
‘We would ohserve that this change would not disfranchise
the general body of graduates, who may be expected to
retain their votes in general constituencies, even in the
absence of the new 11tera1v franchise qualification which the
(*ommemission have proposed.

39. The great landholders.—The Commission deal at
some length with the special representation of the great
vahnﬂcms and come to the conclusion that since persons
possessing the special franchise qualifications preseribed for



landholders’ constituencies have heen returned in consider-
able numbers for general constituencies, their special vepre-
sentation is no longer requived and should be abolished.
The recommendation of the Statutory Commission counflicts
with the view- expressed by the Ipdian Central Committee
that this class of special representation should be retained.
Eivery provineial Government, except the Government of
Asgsam where there is no special representation of land-
holders, agrees with the Indian Central Committee, and con-
siders that the special representation of the great landholders
ig still needed, in view both of the position of that class in the
country and of the steadying effect which it is likely to have
in the new legislatures. The suggested abolition of their
special representation has been received with feelings of
resentment and dismay by the great landholders themselves,
and one ¢f the first steps which they took on learning of the
proposal wag to form a vepresentative delegation to present
to. His Hxeellency the Viceroy an address, containing a
weighty protest against the withdrawal of their present
privilege, Particular objection has been taken by the land-
lords themselvessto the suggestion made by the Commission
that, in the eveunt of their falling to secure representation
equivalgnt to the present number of their special constitu-
encies, their vepresentation should be ohtained by nomination.
We have ourselves 1o hesitation in . holding that this
form of speecial representation should continue, Both the
arguments and the statistics used by the Commission might
to our mind have been used with equal effect to destrov the
special representation either of commerce or of the univer-
~sities, hoth of which the Commission refain. We have no
reason to”think that there was any intention on the part
either of the authors of the Jeint Report or of the Franchise
Committee, uver which Tiord Southborough presided, to
restrict the landholders fto representation by their speecial
constituencies. On the contrary, there were at the time
frequent expressions of the view that their entry into political
life should be . encouraged. The success in general con-
~ gtituencies of persons possessing the special landlord quali-
fication can rightly be wregarded as a healthy sign of a
greater readiness on the part of a couservative class to
recognize their obligations and take up political responsibi-
lities under an increasingly popular system of Govern-
ment. But prejudices still survive, and unless special
_constituencies are retained, many leaders of this important
class may still be unwilling to expose themselves to the
hazards of election *by general constituencies ; and those
. landhclders who are elected by general constituencies may
prove to be unrepresentative of the landholding interest.

. »
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Such questions ag tenancy and land revenue measures may
be expected to oceupy more prominently<the attention of the
provincial legislatures in the near future, and in the con-
troversics likely to ensue the landlords can’ reasonably claim
that they should not be deprived of their special representa-
tion, at a time when the extension of the franchise may well
increase the difficulty of their securing representation on
general register.

We do not commit ourselves to the acceptance of any
principle that in the new legislatures the special nepresenta-
tion of the great landholders should be proportionate to
their present scale. One difficulty in accepting a prineiple
of that kind is that the electorates for these special con-
stituencies are necessarily small, and cannot be widened by a
lowering of {he qualification without destroying the value
of the representation given.  The general view of the -
provincial (tovernments is  that there should ke some in-
crease in the number of landlord seats, The Govern-
ment of Bombay and the Glovernment of the Punjab each
suggest one additional seat to the present vepresentation
of landholders in those provinees. In DBesgal the extent
of the representation of landholders in the lower house
may depend upon the establishment of a second chamber,
and similar copsiderations may govern the special re-
presentation of landholders in  the TUnited Provineces
and in  Bihar and Orvissa. The precise extent of their
representation is therefore clearly a matter for investiga-
tion by the Tranchise Committee. But on the broad issue
whether or not there should be special constituencies for
the repiesentation  of the great landholders, we have no
hesitation in aceepting the view of the Indian Central Com-
mittee and of the provineial Governments that they should be
vetained, both in the central and in‘the provincial legislatures.

40. Commerce and industry.—We endorse the proposal
of the Statutory Commission that the special representation
of commerce and industry shiould be preserved. We see
no reason to differ from the detailed recommendations which
some provincial Governments have made in this matter.

41, Labour.—The special representation of labour is
an exceedingly difficult problem. When the present reforms
were introduced, schemes were drawn up by the Govern-
ments of Bombay and Bengal in response to a - recommenda-
tion of the Joint Select Committee of Parliament to form
special coustituencies for wage-earners in the ecities of
Bombay and Caleutta. On further consideration the Joint
Belect Committee of Parliament decided that it would be
impolitic to persist in an experiment which those best quali-
fied to judge regarded with considerable misgivings, and in-
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consequence the representation of labour was left to nomina-
tion by the Governor, six seats being set aside for that pur-
pose, and dlatmbuted between ’fhe provineces of Bombay,
Bengal, Bihar and Orissa and Assam.

The problem was next considered in 1924 by the

Reforms Enquiry Committee which recommended that the
. representation of factery labourers in the pr ovmezal eouncils

should  be inecreased, and that the local Governments
should  be asked to formulate propesals. The Com-

.mittee expregsed the opinion that, if possible, representation

should be by election. On examination it was not found

~possible to introduce an elective system in any provinee,

and the action ultimately taken on the Committee’s recom-
mendation was merely to add four nominated seats, two in
Bombay, one in the Punjab and one in the Central Provinees,
giving a total of ten seats in the nine provinces including
Burma. It was recognized at the time that ecriticism
might be directed to the fact that the only response
to the recommendation of the Committee was to inerease
from six to ten the number of seats definitely assigned to
the representatior of labour in a ecountry which claims a

~prominent place in the industrial countries of the world and
“whose lagislatures are avowedly designed to give separate

representation to separate classes of interests. It was felt
however that in spite of the actual and potential importance
of India as an industrial factor in the world’s economy,
her workers were not then sufficiently organized or sufficiently
differentiated in aim or outlook from the general population

“to warrant the ereation of artificial means whereby they

might ‘be provided with representatives in the leglslatures.
"The conclusion therefore in 1926, as in 1920, was that all that
was necessary or possible was to enable the point of view
of the ¢till immature workers’ organizations to be effectively
voiced by competent exponents who had made it their ‘special
study,

The Indian Central Committee have recognized that un-
organized labour must vemain unrepresented wuntil the
franchise has been lowered to a sufficient degree to enable
them {o win representation in the general constituencies ;
but, bolding the view that India is on the threshold of a
g’}%at industrial development, they regard it as of the highest
importance that means should be prov:tded by which orgamzod
labour may be enabled to make its wants known in the legis-
latures through representatives of its own. The Committee
accordingly pr oposed to set apart eighteen seats for the re
presentation of organized labour in the eight provinces and
recommended that in Bombay four seats should be reserved

for labour. in four general comstituencies, and that in the
p2
L
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other provinces representation should be by separate elec-
torates. .

The Statutory Commission proceed with greater caution

and, Major Attlee dissenting, suggest that, pendmg further

°invcsti gation by the Royal bommmwm on Labour in India,
in every province the fovernor sheuld have the duty of
drawing up rules for securing labour representation by the
means which in existing circumstances arc the best avail-
able. If the Governor finds that for the present he must
still resort to nomination, he should consider whether there
are suitable labour organizations which he might consult
before making his choice.

We accept the principle that the special representation
of labour should remain, at least until such time as with the
extension of the fr anch1se the great majority of their numbers
qualify for a vote in the ordinary constituencies. We would
prefer that their representation should where possible be
by election ; but are bound to admit that the poksibilities of
this  still seem vemote. Three provineial Govermments,
namely, those of the United Provinces, the Punjab and
Assam, make it clear that-they see no present alternative to
nomination. We are ourselves reluctant to“throw the whole
burden of decision on the Governor in person and wauld
recommend that the problem should be further exam®™ed by
the Franchise Committee, before decisions are taken either
as to the mode or the extent of lahour representation on the
new couneils.

, Provincial executives.

42. Unitary Cabinets.—We accept the recommendations:.
of the Statutory Commission that the provincial Cabinet
should be unitary with every member accepting responsibility
for the whole policy of the provincial Government. We agree
that provision should be made that the only vote of censure
which could be proposed would be one against the ministry asa
whole carrvied after due notice. We also endorse the sugges-
tion that the cxisting scale of salaries should be alterable only
by a provineial statute.

43. Official ministers.—More difficult questions arise out
of the suggestion that when forming his Cabinet the Governor
acting under the superintendence and control of the Governor
Genmal should decide whether or not to include in it one or
more non-elected persons. The Commission propose that
such persons, if included within the Cabinet, should become
ex-officio members of the legislature and they have indicated®
that they would, so they conceive, ordinarily be expenenced
cofficials.

There is somec variety of view in the reports of the
provincial (Gtovernments on this proposal. The Government

. *Volume II, para. 48.
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of Madras would provide that no person other than an
elected member of the legislature should be. appointed to
the minisiry except on the recommendation or with the con-
sent of -the chief minister. The Government of Bombay
would exclude ministers appointed from outside the council.
on the ground that their inclusion would be contrary to the
principle of responsible government. There are differences
of opinien among the members of the Government of Bengal ;
some favour a statutory rule requiring the presence of an
official in the ministry ; others prefer to leave it to the
digeretion of the Governor ; and others again are opposed
to any official element in the Cabinet. On the other hand
all members of the Government of Bengal are agreed that,
save an official, no person who is net already a member of
the legislature should be eligible for inclusion in the ministry.
Some go further, and would make nominated members in-
eligible. The Government of the United Provinces have
made an execedingly interesting examination of the implica-
tions and possible consequences of an official minister in the
Cabinet.  His Hxcellency the Governor and the service
member of his couneil favour inclusion, but the other
members of the &overnment consider that a principal secre-
tary would be more in keeping with the general scheme of
the nes constitution. All members of the Government of
the Punjab, official and.non-official with the exception of one
minister, would specifically. exclude. apy official minister.
In the course of their comments the official members of the
Govermment state that this is a feature of the proposed
coustitution which hag been specially singled out for attack,
and that it has been and will be used as an argument to nrove
that the vesponsibility of the Cabinet is intended to be unreal.
In order that no ground should be left for this allegation, the
official members of the Government of the Punjab are pre-
pared to sbandon any official element in the future Cabinets,
~provided that other provision be made to secure to the Gos-
ertior the advice which he will need. A very similar line of
reasoning is found in the letter of the Government of Assam,
who state that the mere retention in the hands of the Gov-
ernor of the power to appoint an official is likely to be misun-
derstood and to engender suspicions detrimental to the accept-
ance and working of the new constitution. The Government
of Bihar and Orissa hold that owing to difficulties in its
operation the appointment of an official minister will be the
exception rather than the rule, and that this deviee for mak-
ing official experience available for the ministry and for the
Governor will not ordinarily be effective. They would, how-
ever, accent the provision in the diseretionary form suggested
by the Commission to meet execeptional circumstances, for
instance, the temporary appointment of an official to avoid an
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interregnum. The preponderance of opinion in the GGovern-
ment of the Central Provinees is that all members of the €api-
net should be chosen from the legislature.

The suggestion that the appointment to the Cabinet of
one or more officials should be discretionary with the
Governor has certainly been distasteful to Indian opinign,-
and we are impressed by the general consensus of opinion
in the replies of the provinecial Governments that an official
minister would be difficult to maintain in office against the
wishes of his colleagues and would be ineffective. "We have
no hesitation in holding that there shoudd be no statutory
requirement for the ineclusion of an official in the provineial
Cabinets, or in the Cabinet of any particular Gdévernor’s pro-
vince. We would be reluctant, however, to depart from the
recommendation of the Commission that there should be a
discretionary power with the Governor to make such appoint-
ment should ecirecumstances so regquire. We can conceive a
situation arising in  more than one provinece in which
ministers may welecome an official colleague possessing wide
administrative experience, and in-times of communal tension
ministers may themselves wish to place a pdrticular nortfolic
in the charge of an official, whose impartiality would be above
suspicion. In Bengal there is the risk, to which the lowal Gov-
ermmnent vefer, that it may be diffieult to find non-officials
willhig to take on themselves the responsibilities for lnw and
order in the province. We have no doubt . that, before
appointing an official, the Governor would first have informed
himself fnlly of the probable attitude of-the other memhers of
the Cabinet, and on the whole we think it likely that an official
member would seldom be appointed, and that, if appoiunted,
his appoiniment would rest on general consent. But for the
reasons which we have given we agree with the Commission
that the Governor should be free to exercise diseretion in the
matter. A suspicion exists that the appointment of officials
may be used to restrict the scope of responsible self govern-
ment, buf we have endeavoured to explain that, in our view
of the use which the Governor will make of his discretionary
power, such suspicion is unfounded. If, however, it was"
thought desirable, we would agree to a suitable provision on
the point being inserted in the Instrument of Instruections to
Governors, N °

~One of our colleagues, however, finds himself unable to
accept the position which we have adopted on this mafter,
and considers that the Governor should possess no power to
appoint official ministers, whose presence in the Cabinet our
colleague finds himself unable to reconcile with the principle
of -joint responsibility,
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. 44. Non-elected non-officials.—With regard to the inclu-
sion in the Cabinet of non-official non-elected persons, we ¢on-
sider that objections can be met by provision on the lines of
sub-section (2) of section 52 of the present Government of,
India Act that, save an official, no minigter shall hold office
fer a longer pemod than six months unless he is or becomes
an elected member of the Iegiglature

: Communal representation in the Cabinet. —Minority
commumttes attach great importance to securing representa-
tion in the” Cabinet, and disappointment has been expressed
at the conclusion*® 1eaehed by the Commission thaf it 1is
impossible to have any rigid and formal provision. .iw the
matter. The claim that Muslims should be guaranteed
Cabinet representation was.put forward as one of the de-
mands of that community in the resolution of the all-India
Muslim Conference which met at Delhi, on the 1st January
1929, .and the counterpart to the Muslim demand is found in
clalms put forward, for instance, on behalf of Hindus and
Sikhs in - the PunJab The problem is dlscussed at some
length in the lefter of the Government of the Thited Pro-
vinces, and interesting references to the attitude of the Sikhs
and of the Hindus in the P unjab will be found in the minutes
of the Hindu and Slk]" Winisters respectively of that provinee,

We agree @Tat for the reasons which the Commission
~ have given it iill be difficult to make statutory provision
guaranteemg}epresen ation in the Cabinets to minority eom-
mumtles The view which we take is that in practice the de-
sire for peaceful administration will in the natural course of
events lead the majority to enlist representation from other
eommumtles in the formation of the Cabinet, and further in-
ducement in the same direction will be deuved from the par-
liamentary value of mmorltv groups. We believe, therefore,
that wherg the minority is influential and eommands support
in the lea'lslatme it will be able with some confidence to count
upon Cabinet representatmn where the minority is small,
. the prospect of its rop1escnfat10n must necessarily be more
doubtful. We do not fail to recognize the strength of minor-
ity apprehensions regarding the ecomposition of the new execu-
tives and for that reason we are prepared, if mno other
means of meeting these apprehensions can be suggested, to
give a general support to the suggestion put forward by the
Government of the United Provinces that the Instrument of

Instructions to the Governor should include aun obligation to s

attempt to seaure representation of a minority community -

*Volume II, para. 55.
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in the Cabinet, where such minority is in his opinion of suffi-
cient importance to warrant it. ‘

4G, The chief minister.—It follows that we do not con-
template leaving the selection of ministers to.a.chief minister.
The formation of the Cabinet must be recognized to be a
resgponsibility imposed by the constitution on the Governor.
The position hag o our mind been correctly stated by the Sta-
tutory Commission. We share with the Commigsion the
expectation that there will ordinarily be a chief minister
whom the Governor would consult before appojinting other
ministers, But the minority problem makes it essential that
there should be no constitutional requirement for the appoint-
ment of a chief minister in all provinces. The misgivings
of the minorities would be immensely aggravated if the
funetion of the Governor were to be limited to selecting a chief
minister and leaving to him the choice of his colleagues.
That method might be found appropriate in some provinces
where the minority problem is not acute and where political
conditions ave comparatively advanced, and we have no doubt
that there, while the constitutional responsibility will continue
to rest -with the Governor, the precise relationship between
the Governor and the chief minister in the formation of the
Cabinet would rapidly come to be.governed by coygventions
locally established. Tn other provinces where conditions may
be less favourable, public feeling may reqiire that the selection
of each member of the Cabinet patently regls with the Gover-
nor alone, though exercised, as it must inevitably be, after he
has fivst informed himself of the state of political opinion and
the relative position of the various parties in the legislature.
In suel: provinces we anticipate that Cabinets-may for some

years to come require to be formed definitely on coalition
lines. :

47. The Cabinet secretary.—The improbaPility on which
we have remarked that reliance can be placed.on the presence
in the provincial executives of official minist ,»s has directed
increased attention on the part of the provinuial @overnments
to the siuggestion made by the Commission* that there shounld
he established & post of secretary to the Cabinet held by a
civil servant who would not only be responsible for keeping #
the veccrd, but would have direct access to the Governor.
The cfficial members of the Government of the Punjab have
tgzken up this snggestion, and give it prominence as a condi-
lipn of their assent to the abandonment of official ministers.
They ¢ mtemplate a principal secretary who would also be-
the Cabinet secretary, but with enlarged functions and in close

*Volume II, para. 51.
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topch with the Governor, the ministers and all depart-
ments of the secretariat. Similar support is given to the
proposal by those members of the Government of the United
Provinces who do not favour an official minister. On the
other hand, the Government of Madras, —while .they

wsupport the  appointment of a Cabinet secretary, . place

him definitely under the control of the chief minister and
allow him no access to the Governor withouf the knowledge
of the ministry. In other provinces recognition of the need
for supplying the Governor with eompetent official advice has
produced suggestions which, while they coincide in thewr n-
tention, differ in their form. The Government of Assam ad-
vocate the appointment of a financial adviser of high stand-
ing, who would be the head of the Civil Service aud outside
Cabinet. The view personally expressed by His Kxcellency
the Governor of Assam is that he regards the presence of a
financial adviser as a necessary condition for the establish-
ment «f & fully vesponsible Cabinet, and that it is only on the
understanding that such an appointment would be guaranteed
that he is able himself to recommend for Assam the appoint-
ment of a ministry entirely drawn from the legislative council.
The sugeestion is put forward not only on the ground that it
will e necessary to supply expert advice on financial and
revenue matters to individual members of the Cabinet or the
Cabiuet as a whole, but to ensure that the Governor shall be
able to rely on administrative experience of a high order in
the cvent of a breakdown, and to secure the efficient working
of the pormanent eivil service. The views of the Govern-
ment of the Central Provinces tend somewhat in the same
direction. They hold that the need for expert advice to the
ministry and the advantage of having an official of standing
in close toueh with the Governor and his ministers ave patent.
They suggest that the best plan for securing this advantage
wil be to arrange for a financial or revenue adviser or
Commissioner, who might attend Cabinet discugsions when
his presence was desired by the Governor or the ministers,
and they believe that snch a  plan would be preferable te
that of a Cabinet seeretary standing in some special relation

- to the Guovernor. The Government of Bengal support the

Commission’s proposals for the appointment of a Cabinet
secretary, but recognize that the Governor may still be left
in ignorance of important facts affecting the administration.
They suggest that the Governor should have an expert ad-
viger on his personal staff. The need for supplying the Gov-
ernor with special official assistance in the discharge of the
onerous responsibilities which will pass to him under the new
system is nowhere more strongly expressed than in the letter
of the Government of Bihar and Orissa. The duties likely to
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fall to the expert adviser are discussed, and His Excellency
the Governor presses for an appointment of that kind,’ to
ensure that the Governor is in a position to carry out his
- duties. .
Through these comments there runs a double line of
thought. The first takes the point that the Cabinet itself will,
require assistance not only for the maintenance of its re-
cord, but algo that the members may have the benefit of past
experience of Cabinet administration secured by a continning
post. The second line of thought relates to what we rvegard
as a distinet problem, namely, the necessity of giving the
Governor the assistance of experienced advice, more parti-
cularly for the due exercise of his overriding powers.

Of these two requirements the first could, in our view,
be met on the lines suggested by the Commission for the
appointment of a Cabinet secretary. Such an offiter would,
as the Commission propose,* ¢ have direct aceess to the Gov-
ernor, so that, whether Hig lixcellency was present at a given
meeting or not, he would be kept impartially and fully in-
formed of the eourse of business ’’. He would,*as in England,
© be the seyvant of the Cabinet ; his function would he to assist
- the Cabinet in the discharge of its duties and, thouwh it
~ would of course be open to him to approach the Governor
con ary matter, ke would not do so without the cognizance of
ministers,

48, Official advisers to the Governor.—We recognize the
need which Governors will feel for experienced advice in the
sxercise of their overriding powers. There may be special
cireumstances in some provinces requiring special treatment,
but, as a general practice, we contemplate, and to this
we attach importance, that the various secretaries to Gov-
srnment  will continue to Thave access to the Governor.
We anticipate that ministers will themselves approve this
continuance of the present practice but will expect, and in our
opinion reasonably, that they should be kept informed of any
communications made to the Governor by their secretaries.
We are indeed doubtfnl whether it is possible in this matter
of supplying the Governor with experienced advice to make
precise or specific provision. The Governor must be free to
obtain advice from any source that he may select, and much
will, of course, depend on the Governor’s own personality. -
We wonld assume that the local practice which may vary
from provivee .to province would grow and develop in such
divection as local circumstances may render appropriate.
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49. The overriding powers of the Governor.—It is
generally recognized that for the reasons given by the Com-
-mission® it would be neither practicable nor desirable at once
té create the position that the Governor should be bound
on all subjects by the advice of his ministers. The need for

. overriding powers is admitted by all who appreciate the
ultimate responsibilties, which Parliament must still retain
for the administration of Government in the provinees, and
not the least of relevant considerations is the reliance whiech
the minority communities will repose in the Governor for
their prétection.

Under the present constitution the powers of the Gov- -
ernor to override his ministers are theoretically unrestricted.
With the exception of the Governments of Bombay and of the
Central Provinces all the provincial Governments accept the
views expressed by the Commission, first, that in the new pro-
vineigl constitutions the Governor should, on the administra-
tive side, be giyen stat ,t(,):%:y power to direct that action should
be taken otherv ,,»{Q 4 1 accordance with the adviee of his
ministry onlyefor cerfi:a specified purposes ; and, second, that
in all such matters the Governor should be subject to the
suparintendence, direction and control of the Governor
General. Similarly it is agreed that the purposes for which
the Governor is given overriding nowers should be statutorily
expressed.

The view taken by the Government of Bombay is that,
while the Governor appears to be the-only authority to whom
overriding powers can be entrusted, his responsibilities are
so great that with him must remain all powers not expressly
transferred to the ministry and to the legislature and that it
might be preferable not to embody these powers in the rigid
language of the statute. On the other hand, the argument
developed by the Government of the Central Provinces ques-
tions the use of overriding powers over the normal adminis-
tration of a ministry, and suggests that they should be left
vague so as to cover only the obligations imposed on the Gov-
ernor by his Instrument of Instructions.

The view which we are disposed to take is that the over.
riding powers of the Governor should be defined in the statute,
but that no closer definition should be attempted than is made
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by the Commission.” If the powers  were to
be so precisely specified as to be capable of judictal
interpretalion, a tendency might arise of subjecting all pro-
ceedings of the ministry to the test of the overriding powers
of the Governor. Any such tendency would in our view be
wholly inconsistent with the spirit of the new constitution,
and, if puvsued, might well prejudice the entire scheme of the
reforms. We-are aware that some sections of Indian opi-
nion  with which one of wus 1s in agreement would
favour restricting the first of the overriding powers
mentioned by the Commission to the subject specifically of
law and order. But those who hold that view appear to us
to overlook the essential point that the purposes of interven-
tion are not necessarily co-terminous with the administration
of particular subjeets. At the same time we wish to make
it clear that we anticipate that the use by the Governor of
hig overriding powers will be infrequent and reserved for
exceptional occasions, when no other course seemts appro-
priate. ' ‘ ‘

) Wyd

There is one new category of overriding powers suggested
by the official members of the Government of the Punjab on
which some briel comment is needed. The proposal ghich
they make is that the Governor should possess special powers
to securc the financial stability of the province, and they
explain that they have in view some power to defer too
hasty action, in the interest .of the broader financial issues.
The particular instances which they cite are the re-
linquishment of substantial revenve, or the aceeptance of
large schemes involving progressive recurring revenue expen-
diture, which could clearly only be financed eventually by re-
course to extraordinary receipts or loans. It seems clear that,
thongh in such matters the use by the Governor of over-
riding powers might be due to an anxiety to maintain the
financial stability of the province, in effect an exceedingly wide
measure of administrative interference would be involved.
We are inclined to agree with the Commission that such a
power of intervention is undesirable, and should prefer to
rely on the Governor’s persnasion and ‘guidance to prevent
overhasty action.

We agree with the suggestion of the Commissiont ihat

the Governor’s power of securing the passage of rejected bille
it . 3 . - o -

by certification and his power of restoring rejected grants

“Volume IT, 'para. 50. +Volume 1I, paras. 97—08.
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should correspond to the vange of his special powers to
control executive action.

+ 50. Fundamental rights—It has been represented
to  us that the overriding powers of the Governor
for the protection of minorities will be  ineffective,
and we  bave been stronglv. pressed to provide sepa-
‘rately for this purpose by a recital in . the Act of funda-
mental vights. Tn the time at our dlspoqal it has not been
possmle for us to examine the question fally or in particular
to invest 1gate the difficnlties, ‘v iich arise both as regards the
definition of suech vights, and the selection of means b‘y which
they could be made effective. The subjects to be covered by
these rights are by no means matter of agreement. Their
nature would require careful serutiny. 1If thev are expressed
in the constitution merely as so many general political
maxims, they are unlikely to serve the purpose for which
they arc fsamed. On the other ha and, at first_sight there seem
to us te be objections to making at least somre ‘ot such rights
justiciable. If ~administrative decisions of all kinds can
be taken to the courts, grave disadvantages and em-
barrassments emay be expected to ensue. There may,
however, be some via media between these two alternatives.
We refrain therefore at this stage from pressing our consi-
deration to a final conclusion, but we remark that, owing to
the importance which the minority communities in pfutlcular
attach to this matter, it is likely to form the subject of keen
discussion at the Iuouud Table (fonference.

51. Emergency provision.-—While Parliament remains
-responsible that there are Governments in the provinees, and
that they function, special provision is needed in the constitu-
tion for a state of emergency in the event of a breakdown of
the congtitution. There has bcen little eriticism of the sugges-
tions made by the Commission* to vest the Governors with ad-
ministrative powers for that purpose and, 5111)39@1: to fur-
ther examination in detail, we accept their proposals in prin-
ciple. We remark, however, that under the present consti-
tution Governors do not posqeqq powers corresponding with
- those’ of the Governor (General to make and promi ﬂgate
ordinances, and it has heen sugg ested to us that if powers
of that description were now to be given to ther, it might
be proper to make the use of the power, except in sudden
emergencies, subject to the consent of the Governor (feneral.

We put forward ﬂllb suggestion for your consideration.

Backward tracts.—The provision in  section 592-A
of the Government of India Act empowering the Governor

*Volome II, paras. 65, 98—99,



46

General in Council to declare any territory in British India
to be a  backward tract dates from the last reforms.
It originates in the recommendation made* in the Joint
Report that the typically backward tracts, where the
people are primitive and there is mno material on which
to found political institutions, should be excluded from the .
Jurisdiction of the reformed provincial Governments and ad-> -
ministered by the head of the province. Much care and con-
sideration were spent both in the selection of aveas deelared
backward tracts, and in the arrangements made for their ad-
ministration. Broadly speaking, the result was the exration of
two classes of backward tracts, those wholly aund those
partially exeluded from the jurisdiction of the veformed
Governments.  In the latter there are considerable varia-
tions in the degree of their exclusion.

The Commisgion recognize that there arve areas the in-
habitants of which are in a lower state of civilizalion than
their neighbours ; and agree that for such areas special
arrangements are necessary. Their first suggestion is that
it may be found that in one or two cases an area now notified
as a backward tract is so advanced that its special treat-
ment need not be continued. Action on this suggestion has
already been taken. There are no backward iractse in
Bombay, the United Provinces or the Central Provinces.
The Government of the Punjab state that there iy now mo
need for the speecial treatment of Spiti and Fahaul. The
Government of Bengal are investigating whether the
Davjeeling distriet ghould continue to be in any degree ex-
cluded from the normal counstitutional arrangements of the
provivee, and will veport the results of their enquiries Iater.
The Government of Bihar and Orissa state that there ave
parts of Chota Nagpur, of the Santal Parganas and perhaps
of the Sambalpur and Angul distriets, which need not  be
retained in a special position. In Assam, as in Bihar and
Orissa, the backward tracts are of particular importance.
While most of the tracts now notified must continue to receive
special treatment, there is s#me difference of opinion about
isolated areas. The opinion in Madras is that the existing
backward tracts cannot yet be brought entirely wunder the
normal administration. We welcome the re-examination of
the position which provincial Governments have made and
are making at the instance of the Commission, and accept the
principle of reducing the number and area of the backwarc
tracts wherever possible. There must, however, still vemain
large territories which all are agreed must for some time to
come remain outside the scope of the reforms. For the future
administration of these areas the Commission have made

. important proposals. '
. *Joint Report, para. 199.
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«The Commission appear to have been impressed pui-
marily with the need to provide adeguate fonds for the
development of the backward tracts, the most extensive of
which fall within the poorest provinces, and reach the con-»
clusion® that ¢‘ only if responsibility for the backwavd
tracts is entrusted to the centre, does it appear likely that
it will be adequately dischar ged 77, They fortify that con-
elusion by the argumenti that if umtazy ministries replace
éya};"ehica}, execufives, the backward tracts should on con-
stitutional grounds be excluded from the area of regponsible
‘government. 1t is suggested that they should not, like ihe
winoy admi mstla‘tmas, be placed entirely outside ih@ borders

of the Governors’ plovmces but the central Government
s«.hnu}d use the agency of the Grovernors for their adminis-
tration, and by resort to its control of the all-India services
should enlist from the adjacent provinces the services
of officials Jamiliar with local methods. The Commisaimz
contemplate that members of the provincial, and posbmg

of the subordinate, services should also, when expediens
- be obtained from the provinces. The arrangements propm‘ed
for partially exeluded areas contain even greater complica-
tions.  Partially excluded areas would continue to send re-
presentatives to the local legislature, and the Governor, as
the agent of the central Government, would decide how far
Joeal 5@01s‘ation should apply to them. The extent to which
the Governor will act in consultation with ministers is to be
regulated by rules made presumably by central authorify.
These tracts wonld be under the same system of taxation for
provincial purpoeses as the rest of the provinee, and the pro-
vincial revenues raised within them must be spent upon ik
Anv additional funds that were needed would come: from
cenfral revenues,

.
i,

We see grave difficulties in these proposals, which have
been eriticized by several local Governments. For the
administration of the Chittagong Hill Tracts, the Govern-
ment of Bengal prefer fo retain the present system ‘with
such modifications as may be needed. A similar view is
held by the Government of Madras for the future administra-
tion of the backward tracts situated in that province. Tt
is true that the Government of Assam support centraliza-
tion, but in their case the prospect of transferring from the
provinee to the centre the cost of administration has prob-
ably been a considerable inducement. At the same time the
Government of Assam entirely withhold their support from

* Volume II, para. 129,
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the Commission’s scheme of paritial exclusion. The argu-
ments against centralization seerma to us to have been Weil
set out by the Government of Bibar and Orissa. There ig
litile reason to think that the Federal Assembly will be any
thore ready to grant funds than the legislature of the pro-
vince within Whose ‘bhoundaries the paxtlculcu ‘hackward
tracis are situated. The comment of the local Government.
that the Assembly will have little knowledge of and take no
interest in these areas is in our belief likely to be justified.
We doubt moreover whether the Governor of a province
could appropriately be required to act as agent on*behalf of
the central Government. The financial arguments which
were so prominently in the mind of the Commms;on seem to
us less conelusive in view of the proposals which the Commia-
giou have themselves made for placing the new provineial
Governments in possession of more adequate funds at the
expense, it may be, of central revenues. We fully apprecww
the varous pmn‘xb which the Commission have® t3ken ; but

we think it not unfair to comment that the simple form of
administration suitable to the backward tracts per se
involves a lower seale of eprlldltlﬂ(} than that of the more
developed districts. When their needs rise to the same level,

the time for treating them as backward traects will ha,vce
passed. Cur pm%nt disposition, therefore, is to maintain
the link between the provinees and the backward tracts
without interposing eentral vesponsibility for their adminis-
tration. It may be necessary fo retain some areas under
the sole admisistrative control of the Governor. In others
where the jurisdiction of ministers and of the provineial
legislature has alveady been admitted, the Governor imay
need no more than a general power to control the application
of central and pl'ovmual enactments. The whole subject
will, however, vequire further detailed eonsideration. In
Assam where the area of the backward tracts is so great,

special arrangements may be needed and the (/()HHDISSIOD 8
sclieme of centralization may be found to be the best solution.
In Bikar and Orissa the problem is likely to be connected with ~
the question of the formation of a separate provinee for the
Oriyas, and should be considered bv the Committee charged
with the investig atmn of that problem

(On & minor point, we have no objection to the Commis-

sion’s proposal that the somewhat derogatory term ‘¢ back-

ward tract ’’ should be discarded in the statute, and glve
place to the more colourless designation ‘¢ exeluded avea ’

*Volume II, para. 129.
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63. The High Courts.—Amongst subjects not intimately
connected with constitutional issues of fundamental import-
ancee«are the recommendations made* by the Commisgion that
the charges of all High Courts, ineluding the Chief Court of
Oudl and the courts of the Judicial Commissioners of the
Central Provinees and Sind, should be put upon central reve-
nncs, an ¢ that the admlmmratr” conty 01 of all such courts
shotld be evareised by the Government of India and not by
provincial Governments. We have made a summary exami-
nation of these proposals and have received in very general
o terms the views of the courts and the local Governments con-

cerned. 'The material before us however is not sufficient for
the adequate consideration of these recommendations, the
,nnqnmal and administrative aspeets of which, intricate in
themselves, - will  require detailed = Aplomtmn in
consultation with local Governments, in the light of the deei-
siong reachead on the larger constitutional issues, and we are
cof opinion that they could be more conveniently approacbed
when those decisions have been arrived at. As regards the
appoiniment of judges, we agree that while permanent
appointments tosHigh Court judgeships should continne to
be made by His Majesty the King, all other appointments to
High Caurt judgeships and all appointments to judgeships in
courts of lower status exercising similar jurisdietion should
be made by the Governor General in Council. % We presume
that the distinetion which appears to be drawn at the end of
p@zaomph 346 of the report between the appointmeni of
additional judges by the central Government and the appoint-
ment of temporary judges by the Governor General is not deli-
berate, and that the proposal is intended to be as expressed
ahove, z' e.,only a slight extension of the existing practice in
so far as High Courts (other than the High Court of Caleutta
5 10 “hmh officiating appointments are already made by the
Gevernor General in Council), and the Chief Court of Oudl,

ave concerned. From the reference in the first part of this-

paragraph to the courts of Judicial Commissioners we assume
that the recommendation applies fo appointments to these
courts aiso, and we agree thai no differentiation should be
made in the manner of appointing judges to High Courts
(except in the case” of permanent appoinfments whmh have
always stcod upon a different footing), and to other eourts
which discharge most of the functions of a High Court. We
contemplato that in all cases where appointments are made
by the Governor General in Council they will only be made
after close consultation with the Governor,

PROVINCIAL FINANCE.
54. Control of finance in the provinces.—The proposals of
the Indian Statutory Commission contemplate the grant to
#Volume II, parva. 345. .
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the provineial Governments of very full powers iun respect of
finance. External control by the central Goveéviment is con-
fined to the control of borrowing and to such control over pro-
vincial taxation as will follow from the powers of superin-
tendence which the Commission contemplate® that the
centre should exercise ; and the extraordinary powers of
the Governor on the hncmelal side are only demo‘ned to enable
him to secure supply ever the limited field in which he holds
in reserve special powers, or to carry out directions which
he may rveceive from the centre.  The Commissiqn have deli-
berately rejected the suggestion that the Governor should
be granted special powers to seeure the financial stability of
‘fho province. For the reasons which we have already ex-
plained e coneuy in that conclusion. In accepting the f‘om~
miggion’s br oposals generally we desire to add that the main-
tenance of a strong Finance Department in each provn'oe s
a matter of OIQ:M importance, and the special position
accorded to the Finance Department in Part ITII of the Devo-
Iution rules should be retained and specifically provided for
in the new constitution.
: .

b5. Sir Walter Layton’s scheme : its connection with the
general counstitutional structure.—It is convenient te deal at
this point with the proposals madet by Sir Walter Layton,
which have # their main objeet the provision of adequate
finaneial resources for the provineial Governments.

The working of these pxopoaalb might be facilitated by
the vecommendations which the Comimission have made for
the reconstitution of the Assembly as a Pederal Assembly,
indirectly clected .through provincial legislatures. We shall
consider clsewhere how far these recommcndatmns, whicle
are primarily based on other grounds, are capable of adop-
tion. Here we would only remark that if the Commission’s
proposals for representation of the provinces in the As-
sembly were to be altered, it would not be impossible to
devise other methods for giving representatives of the pro-
vinees a joint oppor’rumty to consuler the voting of taxes
for the provincial fund. A suggestion which might be consi-
dered in that event is that the provinecial councﬂs should elect
representatives to form a separate inter-provinecial couneil,
wliich should consider proposals for ¢ provineial fund '
taxation before their submission to the vote of the central
legislature. We recognize that this alternative does not
possess the direet advantages of Sir Walter Layton’s scheme
and we put it forward for consideration only in the event

*Yol. I, para. 182, +Vol. II, Chapter VIIL
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uf indirvect election to the Federal Assembly not  being
approved.

@

56. Preliminary comments on Sir Walter Layton’s scheme. *
—Turning now to the purely financial aspects of Sir Walter
JLiayton’s scheme, we have, speaking generally, approach-
ed it with a predisposition in its favour, mainly because it
aims at the establishment of a uniform basis for the financial
settlements with the provinees.  Such an arrangement is in
every way *preferable, if it can be shown to be workable in
practice, {o what seems to us the only other alternative, a
geparate settlement with individual provinces on a basis of
needs. It is, however, essential to examine it closely, in
erder to test its practical working, and we find it necessary

~to make two preliminary comments. In the first place, the
scheme as a whole contemplates within ten years the aban-
donment, by the central Government of about 12 crores of
their revenue and the imposition by the provinces of 24 croves
of new taxation. It is conceived in a spirit of optimism
which we f{ind it difficult to share, having regard to the general
economic conditfons, with which India and indeed ths world
in general are lmely to be faced in the years immediately
before s, to certain omissions in Sir Walter Layton’s sur-
vey ol the central Government’s position to which we shall
refer again, and to the reluctance which may well be felt by
the representatives of the people in the provinees to impose
new burdens of this magnitude. Of the new items of taxation
suggested,. the moposed tax on agricultural incomes invoives
highly controversial issues, and “the terminal tax would, - if
introduced g gencrally on the scale proposed, be open to serions
ebjection from the economic standpoint. Sir Walter Layton
has algo, in our opinion, overestimated receipts, especially
the revenue likely to be obtained from the taxes on fobacco
and matches. For all these reasons we fear that his ectimnate
of the possibilities of fresh taxation may prove to be very
wide of the mark. In dealing with agricultural incomes Sir
Walter Layton makes the vemark® that ¢ increased produe-
tivity together with the rise of prices since pre-war days has
enormously inereased the money value of India’s agricultural
produets 7. This statement is open to serious challenge,
since at the present time the prices of three at least of India’s
most important crops, cotton, jute and wheat, are actually
below pre-war levels, while others, such as oilseceds and
groundnuts, are but Tittle above them, and this decline had
get in even before the report of the Indian Statutory Com-
mission wag published. It is scarcely too much to say {hat

2
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the most serious economic problem, with which India—along
with other agricultural countries—is faced, s the deeline in
value of her main products. .

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

57. Sir Walter Layton’s assumptions as regards the cent-
ral Government’s surplus.—We propose to examine the
scheme from two points of view, first in its reaction upon the
central GGovernment, and second in its application to the pro-
vinces. Sir Walter Lavton calculates that the central Gov-
ernment should after 10 years, on the present basis of taxa-
tion, have a surplus of 144 croves, arrived at as follows :—

Plus. Minus.
Customs .. .. 74 Civil Expenditure .. 3
Income-tax .. 5 Opiam .. .. 2
-
Army . Y §

+194 —5

Out of this the central Government should be able to distri-
bute to the provinees :—

{a) Half the income-tax on personal incomes .. 6

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

{¢) Balance of duty collected on foreign imported
liguor over 30 per cent. . o1

Off-set by yield from  commercial stamps
which will be transferred to the central Gov-
. ernment .. o Lo—1%

12

Sir Walter Layton’s hypothetical table* actually anticipatss

that, when at the end of ten years this ‘d1str11_)ut1on to pro-

“vinees has been completed, there will still be in the central
Government’s budget a surplus of 4% crores ; and his scheme

- *Volume II, page 261.
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after ten yvears contemplates that a certain definite and in-
creasing proportion of the customs revenue shoulid be paid
into the provinecial fund. He does, however, recognize that
thiseprospective surplus may be affected by a number of
factors which are uncertain. :

08. Sir Walter Layton’s assumptions examined in de-
tail-—We now proceed to examine in detail the assumptions
made in the above caleulations, .

(1) Customs.—In view of the importance of this head of
revenue amfong the few which are left to the central Govern-
ment under Sir Walter Layton’s scheme, we have had a spe-
cial examination made by the Central Board of Revenue,
which is printed as one of the appendices.®* Tt will be
seen that the Board do not accept Sir Walter Layton’s cal-
culations, but that for an entirely different reason—wiz., the
greatl possibilities which lie in the development of motor
transpor}—%hey have arrived at the conecluston that in 10
vears, provided that there are no setbacks due to extraneous
influences, there should be an inerease under customs of from
7.8 to 10.4 crores. We would add that some allowance might
also be made fot an increase in the revenue from the duty
on silver, Sir Walter Layton having accepted the estimate in
the prefent budget of 1 crore which on the basis of past years’
imports is likely to be exceeded. Therefore, so far as cus-
toms are conceriied, even if the Central Board’s estimate is
somewhat optimistie, we do not challenge Sir Walter Layton’s
figure of 74 crores, which seems sufficiently conservative, pro-
vided “always that ecconomic conditions in those years are
reasonably good, and that there are no substantial changes in
the Government’s tariff policy. These two qualifying pro-
vigos are of great importance. As to the first, a continuance
of the present trade depression would reduce both the value
of our exports and the consuming power of the people, and
these conditions must lead to a diminished volume of imports.
As to the second, the present tendency of articulate political
opinicn in Tndia is strongly in favour of increased protec-
tion, and if this opinion obtains an inereasing influence on
~Goverament’s policy as is likely, many of the present revenue
duties may acquire a much greater protective significance, with
a resulting decrease in (Government revenue. Nor can we
leave out of account the possibility that there may be a strong
demand that an increasing share in motor taxation should
be transferred to the provinces, or be earmarked in some way
for road development. There are thus grave elements of
insecurity in the position, and the fact that th: possibility of

*Appendix T
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improvement seems to depend mainly upon one uncertain
ilem is an additional reason for caution. .

(2) Imcome-tax.~—It is not necessary to diseuss at length
the suggestions which have been made by Sir Walter Lafton
“for increasing the return from income-tax by lowering the ex-
emption limit and steepening the gradation of the tax. These
are suggestions which have been examined more than once
before, and there are considerable practical objections to -
them. We include in the appendices® an extract from a note
by the senior Member of the Central Board of Revenue on
the subject. Nevertheless, if there were to be a®strong de-
mand from the general public or from provincial Govern-
ments, the poseibility of increasing revenue in these ways
might well be again explored. As regards the taxation of
agricultural incomes, in view of the difficulties which this
subject nresents, it would, in our opinion, be unsafe to count
ou the mcrease which would be obtained from the higher
rate of taxation on composite incomes. The tightening up
of the 1axation of income from foreign sources is a matler
which we have already wunder consideration, hnt we
have no evidence on which to base estimates of any substan-
tial increase in revenue from this source. It I probable, how-
evoer, that even without any change in our system of taxation,
if we eould count on a normal year coinciding both ih Bom-
bay and Calcutta, we should be able to obtain not much less
than 2 crores over our present figure at once, and in the
course of 10 vears at least 3 crores above our present figure.
Sir Walter Layton’s figure of 5 erores is, in our opinion, op-
timistic. At any rate we do not eare to reckon the average
expectation of improvement in 10 years time at more than
3 crores, though this is obviously a heading which is eapable
of great variation according to the development of the
country. If political dissensions subsided, and the whole
national effort were concentrated on raising the general
standard of life, there might be a surprising inerease.

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

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

* Appendix IT.
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(5) Army.—Sir Walter Layton’s estimate assumes &
debit,of 3 crores to Burma and a further reduction of 7 erores,
brmging the military budget for India down to 45 crores.
T'his js a drastic reduction and the possibility of a big saving
being realized depends largely on whether His Majesty's
Government will make a contribution in respect of
the ‘¢ Imyperial defence >’ element involved in army expendi-
ture.  We allude elsewhere to the probability that the Burma
estimate will prove unvealizable.

(6) Railways.~—Sivr Walter Layton does not take into
account any increase in the contribution from railways in
excess of € ¢rores, recognizing the importance of keeping rail-
way rates down in the general interests of trade. With this
latter comment we definitely agree, though the amount of the
railway contribution iy a matter which may require further
consideration. ‘ :

(7) Other items—If provinces become responsible for
their ownl aceounts, there will be a transfer of expenditure
from the central Government to the provinces of over 50
lakhs, though there may be some increase ir the central Gov-
ernment’s expenditure also on this head, if the scheme for
separation of accounts and audit in central areas is ex-
tended. # On the other hand, the debit to central revenues of
High Court expenses less receipts from High Court fees
would, we believe, involve an appreciable net charge to
central funds. We are not yet in possession of full details
on this point, but such preliminary estimates as we have re-
ceived from provinecial representatives confirm this conclu-
sion.

59. Further considerations affecting Sir Walter Layton’s
assumptions.—Apart from the doubts expressed above as
to Sir Walter Layton’s estimates, there are further con-
~giderations to be borne in mind. In the first place, he has
assumed that 5 crores of interest on the balances of the paper
currency and gold standard reserves will continue to bhe
eredited to central revenues. 'The receipts under this head
are, howover, at present more than counterbalanced by the
losses on sales of silver which are still being debited to a
remittance head. TIn fact the propriety of treating the pre-
sent receipts as normal revenue may well be regarded as
doubiful, and we feel definitely that it would be improper to
treat it as a source which could be drawn upon in order to
surrender central revenues to the provinces. The difficulty
will becomie more clearly apparent when a reserve hank comes
into exisiéence. Under clause 46 of the reserve bank bill of
1927 the central Government was, it is true, to be entitled to a
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shiare in the profits of the bank both during the pericd when
it was building up its reserve and afterwards, These profits,
Lowever, would be much less than the interest which we now
take to revenue, and in addition the Gtovernment of India
would, under the reserve bank scheme, be left with the
regponsibility for the disposal of surplus silver, so that any
profits might be far more than swallowed up by losses on
these sales. .

In the second place, we must take into account the pos-
sible financial results of an adjustment of relations with the
Indian States. Large claims are being made on their side
for a share in our customs revenue and in other directions.
It is impossible to make any accurate estimate on this
account.

Thirdly, the terms for the separation of Burma, if this is
to be effected, are uncertain, and there is a considerable ms-
gin of error here especially under the defence and debt heads.
Sir Walter Layton, we note, assumes that India *will levy
customs duty on Burma produce. |

Finally the most important considgration of all is
that to which we have referred already. The estimated im-
provement is dependent entirely on the attainment of favour-
able trade conditions and on the absence of disturbing factors
such as war, political unrest, or frontier trouble. We have to
remember that these constitutional changes are being intre-
duced at a period of extreme world depression accentuated
by the present internal disturbances, and it would be opti-
mistic to assume that trade for a good many years to come
will recover sufficiently to give the results anticipated.

60. Conditions on which the central Government can
abandon surplus revenue.—The conclusion which scems to
us irresistible is that all these estimates are so hypothetical
that it is impossible to envisage anything like a time-table
for giving up to the provinces sources of central revenues.
We agree in theory with Sir Walter Layton’s statement that
it is undesirable that the allocation should be capricious or
that policy should be changed from time to time, and we
recognize the importance of provincial Governments being
able to estimate their financial resources as accurately and
as earfly as possible. But in view of what has been stated
above, it scems essential to insist that, if we accept in prin-
siple the arrangement that the half share in personal in-
come-tax and the salt tax should be transferred to the provin-
ces, the times and amounts of transfer must depend upon the
iudgment of the central Government. Siv Walter Layton re-
cognizes that in exceptional circumstances the transfer
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according to time-table may be impossible, but he goes on to
lay down that in such an event the transfer should be a first
chqrge on the central Government’s surplus, and that any de-
- lay would be*made _good in subsequent years. This formula -
geoins i us to require qualificati on, if only for the reason that
a surplus of one year may mot be a recurring surplus, and
that it must rest with the central Government to decide when
«any surplus shown in the bndget is evidence of a rehabIe
margin of receipts over expenditure, sufficient to justify the
permanent sacrifice of prospective vevenue. Sir Walter
Layton’s formula is also too rigid as, if interpreted strictly,
it might Be held to mean that the central Government was not
at liberty to vary its scale of taxation (especially customs)
in a downward direction, a discretion which in the interests
of the country as a whole ought to remain with the central
Government, ;

Tn ghert, we envisage a giiuaiion not different in es¢en-
tials fromg that under the Me% fon %‘G#emem ander whicl,
while the pmwntwm in whi rious provinees were to
share in the remission of mn"cubmwnh were laid down by rule,

the dates and amounts of rvemission Weie left to the discre-

tion of the cemtral Governmen This conclusion, however,
does not meéan that the crder in W?i“”; zentral revenueg shoul (E
be suwrendered should not be definitely preseribed. To this

point we shall return in <,1€zzh¢_..¢ with the application of the
scheme to the provineces.

61. Necessity for allowing sufficient elasticity to reve-
nues of central Government.—There is another question
which ig equally important. Docs Sir Walter TLayvton’s
scheme allow sufficient elasticity to the revenues of the central
Government to enable it in all ‘circumstances to discharge
its vespousibilities, vremembering that those respousibilities
include defence, the debt, the credit and the forezgn relations
of India ? On this point we confess that we have felt mis-
givings. Our customs duties are already high, nor is there
much margin left for increase in taxation under income-tax
or stamps, or in the receints from the commereial services
such as railways. Onece ; alf bas been trangferred to the list
of national excises, the margin of elasticity in case of need

ay become dangerously restricted. This leade us to con-
sider the desirability for treating the salt tax in a special
way ; for it is the best suited of all for an emergeney tax, and
this has always been an argument for keeping its incidence
low in normal times, so as o vetain the possihility of its.in-
erease as a reinforcement to revenue in an emevgency. For
these reasons, while we do not oppose the recommendation
that the proceeds of the tax . at its present rate should be
transferred to the provinces when the central Government is
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in a position to do this from its assured surplus, we consider
that no further increase in the rate should be permissibie as a
source of provincial  revenues. The  margin for
increase should be regarded as a potential emergency reserve
for the central Government. In addition to this, we aceemt
the vecommendation® of the Indian Statutory Commission
on the subjeet of surcharges by the central Govern-
meni on any taxes included in the schedule of the provineial
fund. In the absence of these provisions the central Govern-
wment woild be reduced to dependence practicaliy upon cus-

toms, and as we have already explained, it would appear as .

if the prospeets of substantial improvement there are reduced
to the single chance of an increase in  the motor trade. We
further consider that the constitution should retain the pro-
vision which now exists in Devolution rule 19, under which
in cases ef emergency the central Government may require
contributions to be paid to it by the provinces, with the
ganction of and subject to conditions approved by the Secre-
iary of State, ..

62. Application of the scheme to the provinces—examina-
tion of some of the proposed new sources of provincial
revenues.—We now turn to the application ¢f the scheme
.o the provinces. There has not been time for a complete
examination of all the points which arise in connection with
the proposed new sources of provincial revenues, the déeision
regarding which will in any case mainly rest with the re-
presentatives  of the provinees. We must, however, call
attention to certain important points which have emerged in
the course of our examination and our discussions with local
Governments. In the first place, Sir Walter Tayton pro-
poses that the customs duty on foreign liguor should be
recduced to 30 per cent. and that the provinces should be given
the right of imposing further duties on foreign liquor in the
form of excises. Asg a counterbalancing adjustment, the
central Glovernment should take the revenue from commer-
cial stamps. We have no objection to this proposal in
prineciple, but a careful scrutiny has suggested that the
method proposed for dealing with foreign liquor may involve
adwinistrative difficulties not fully realized hitherto. This
question requires further examination, which we are under-
taking in consultation with the provincial Governments,
before we should be able to determine the exact form in which
this adjustment could he made. Incidentally we would
observe that, although the total amount of the present yield
from commerecial stamps is roughly equal to the total amount
which would be surrendered to the provinces under Sir
Walter Layton’s proposals, the revenues of individual

*Volume IT, para. 163.
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provinces would be affected in varying degrees, and some pro-
vinges have gone so far as to ask for a preliminary adjustment
on thig account.

As regards the proposed surrender by the central Gov-
ernment of one-half of the income-tax on personal incomes,.
we have already indicated that we accept this proposal in
principle. Sir Walter Layton has stated that the amount
mvolved is in the neighbourhood of 9 crores, half of which
would give the provinees 4% crores. He estimates Turther
that at the end of ten years this allocation would probably
grow to Gecroves. Both these estimates seem to us to be
optimistic. On the latest figures available, for the year
1928-29, readjusted at the new rates of taxation introdneed in
the last budget, we calculate that the personal income-tax
collected in the provinces was approximately 7 crores, and
the allocation to the individual provinees of one-half of the
tax would be roughly as follows — ‘

. " Lakhs.
Madras Q. s .. . 50.8
- Bombay .. .. .. .. 90.67
Bengal e . o - .. 96.08
United Provinces - V. S 32.68
Punjab .. R .. .. 30.75
Bihar and Orissa T .. .. 23.66
Central Provinces L. .. .. 16.71
Assam os e .. : N - 5 i f
CTotal L. 350.32

A point, however, which has to be borue in mind is that the
figares shown in the above list wonld not represent a net
gain to the provinces, for under Devolution rule 15 a certain
share zlready acerues to them, and we must presume that if
was intended that this provision should merge in the new
vronosals. It will be remembered that under that rule the
provinces are entitled to receive a share (at three pies in the
rupee) of the tax upon new incomes brought under assess-
‘ment in any year as compared with the bagic year 1920-21.
The object of this rule was to give to the provinces zome
- share in what was expected to be a growing head of taxation,
and it was anticipated that the industrial provinees in parti-
cular would benefit from this provision. In actual practice
the rule has operated very differently from the intention and,
owing to the full assessments in the main industrial centres
in the basic year, the benefit has acerued mainly to the non-
industrial provinces. The sums which the provinces have

®
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ubtained under Devolution rule 15 since 1921-22 are given in
an appendix®. The latest figures available (for 1928-29),
whishh we quote below, are sufficient to illustrate the un-
expectedness of the results —

= Lakhs.
Madras .. .. .. .. 5.46
Bombay .. .. .. .. Nil, .
Bengal .. .. . o Nal.
Uuited Provinces .. .. .. 0.77
Punjab .. . .. .0 404
Burma .. .. .. oo 1222
Bibar and Orissa .. . .. . 4.74
Central Provineces .. .. .. 2.23
Assam .. .. v .. 6.65

1t will be seen from the above table that, if the increase al-
ready acceruing under Devolution rule 15 has to be'surrender-
ed by the provinees, as a preliminary to the surrender by the
central Government of half the share on personal incomes,
the effect of the latter surrender would be cogysiderably modi-
fied. The case of Agsam ig an extreme one, for that province
would on balance only gain 2.34 lakhs. We have not finally
considerved how this situation can best be dealt with, but we
wonld express a provisional view that here, as also in the
exchange between liquor and stamp duties veferred to above,
some sort of preliminary adjustment will be necessary.

We accept the proposal that provinees should be per-
mitted to levy a surcharge amounting to one-quarter of the
tax on personal incomes. The proceeds of this tax, should
they elect to impose it and should conditions admit of it being
mmyosed at the full rate, may be taken as approximately
equivalent to half the amounts mentioned in the table on
the precading page.

The proposal to remove the exemption from income-fax
on ayrienltural incomes raises a most controversial issne, en
which opinion in the country will run high. However indis-
putable may be the logic of Sir Walter Layton’s arguments,
we must face the reality that this exemption has the sanc-
tion of long tradition and that dealings in land have always
heen conducted on the assumption that it would remain.
The opinions ¢f loeal Governments, with few exceptions, are
definitely opposed to it and for practical purposes we regard
its imposition as unlikely in the near future. We have some
gympathy with the view expressed by more than one provinee

*Appendix IV.
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that it is a form of taxation which should only be imposed
by a representative and responsible government, and this in
fact means that it should not be imposed upon a province on
the vote of the central legislature, but that the representative
legislature in each province must be free to decide for itself.

. The objections to the widespread introduction of a system
af terminal taxes ave more fully dealt with in an appendix®.
If imposed on the secale suggested by Sir Walter Layton, it
~wueald be a serious burden on trade. A terminal tax des}gned
to bring 1h 8 crores of rupees a year represenfs a surcharge
on railway freights of about 15 per cent., and the suggestion
to impose such a tax is hardly consistent with Sir Walter
Lavton’s strongly expressed view as to the urgent need for
reducing freight charges. Moreover, apart from this broad
consideration, there are cerfain practical difficulties in the
way of the imposition of a general tax of this nature which
are not, nfentioned in Sir Walter Layton’s report. Octrol
duties and terminal taxes are already used in some provinces
as a source of municipal and loeal taxation. It would hardly
be possible to allow this form of taxation to be wused by
municipal authorities at the same time as it was introduced
on a universal provinecial basis as proposed by Sir Walter
Layto®. On the other hand, the right to continue to levy
the {ax could not be withdrawn from the municipalities where
it i« now in force, while we foresee difficulties in the way of
resisting all further extension of such a method of taxation
to other municipalities. Tn this connection we have to take
the actnal needs of the various provinces into account. In
Assam; for example, a province whose revenue is very
regtricted and whose opportunities for improving its position
from income-tax, ete., are under the present proposals for
gpecial reasons much less favourable than those of other
provinces, we think that—particularly in conneetion with
the tea garden traffic—there may be a special justification
for some sort of terminal tax. Again, in Rihar and Orissa,
a province which has hitherto had no municipalities levying
this tax, there will probably be a strong demand for its in-
troduection in this form. Without going into further details,
-we. may state our provisional conclusion as follows. While
we hold strongly that the economic disadvantages of such a
tax are sufficient to condemn its introduction as a eueral
provincial tax, we think that for purposes of local taxation
there may be occasions when it will be the hest available
method, if used for special purposes and to a properly limited
extent. If, however, the continued use of such a tax for local
purposes is permitted, it will be essential to reserve to the
central Government definite powers of control in order to

*Appendix VIIT.
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gsafeguard sources of central revenue, and to prevent the 4m-
position of diseriminatory  taxation which may involve
breaches of international treaties or agreements. .

N We have already taken up the examination of the

achinery for dealing with the proposed taxes on tobacco
and matches in correspondence with provineial Governments,
Both present special difficulties, and the tax on matches in
particular can hardly be imposed on a substantial scale
without co-operation on the part of the Indian States. Our
enquiries on both subjects are still incomplete and any view
which we now take is mnecessarily provisional. We hope
that some effective arrangements can be devised, but we
believe that it will not be desirable to impose too high a rate
at first on matches, and that the full yvield from the tax will
only be obtained gradually. We regard Sir Walter Layton’s
estimate of 5 crores from the taxation of tobacco as too high,
and on present information we doubt whether eveh Lalf that
amount is likely to be realized.

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

Actual increase of Percentage

Province. revenue in lakhs in crease.
of rupees.
Bihar and Orissga .. 4,24 7
Bengal P . 7,70 69
United Provinces . 6,09 52
Assam .. . 1,26 49
‘Central Provinces .. 2,20 46
) Madras . .. 6,24 38 -

Bombay . . 4,76 34
Punjab .. . 3,51 32

Tt 1ust be recognized that the picture presented in the above
table represents no more than a distant, and perhaps even
totally unattainable, ideal. We have indeed already indicated
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our view that all that the provinces are likely, in the near
future, to be able to eount upon from new taxation is the sur-
shavrge on personal income-tax, and a very doubtful 3 or 4
crores from the taxes on tobacco and matches, with perhaps a
terminal tax in a provinece specially sitnated such as Assam.
Some other forms of taxation may possibly he added to the

“provineial fund, though we can think of none of a very pro-
ductive nature. We should also be glad to see as much lati-
tude as posmbie allowed in framing the schedule of provineial
taes ;3 byt the provinees will have to rely, in the main, npon
the gradual surrender to them of the central revenues from
salt and personal ineome-tax.

However distant any substantial distribution may  be,
the figures given ahove illustrate the plan which now holds
the field, and it is on that plan that we must consider the views
of the various provinces. A glance at the figures shows that

“several pzovinces will inevitably regard it as unsatisfactory,
and witl elaim that it does not take gufficient account of their
needs. - Qur ‘task now is to consider both the final objective
and the methods of approach to it, and this means that the
practical problems veally beforc us are, first, whether a
special enquiry into thu needs of different provinces should
be made before the antomatie distribution begins, and second
in what order should the surrender of resources take place.

64. An enquiry on the basis of needs.—As regards the
first of these problems, the Government of })omb(w h*lve felt
themselves compelled to apply for a ‘preliminary adjustment
‘to meet their entstanding needs hefore the application of the
automatic principle begins. They suggest that needs can
only be determined by obligatory expenditure on essential
serviees,  Their request would therefore involve the avpoint-
ment of a special coramittee to investigate the needs of the
different provinces and to form a judgment upon the present
rate of expenditure in Bombayv upon essential services as
compared with that of other provinees. The Government of
Bihar and Orissa also consider that a ‘preliminary adjust-
ment should be made with the object of cmrectmo ox1stin0'
maladjustments before the automatic—prineiple—is—applied:

—PIey point out that, unlike other provinees, they obtained
no relief by the remission of contributions under the present
constitution, since no contribution was imposed upon them,
and that, with their existing deficit of 35 lakhs and the heavier
expenditure foreshadowed under the new constitution, there
will be no margin for the province to develop, having regard
to the fact that the estimates of the ILayton scheme can
hardly Te expected to materialize. The considered views of
the Bengal Government are not yet before us, but we have
understood from their representative (who with the repre-
sentatives of other provinees met us recently in gonference)
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‘that the Bengal Governmert also would be likely to press
strongly for a preliminary adjustment before the introduction
of the automatic 'principle. Other provinces, though they are
prepared to accept the Layton scheme, would no doubt advance
-s;mllgr claims if a committee to enguire into needs were
appointed. Some of them might argue that in their case
expenditure on essential services had been reduced or®
deferred through enforced economy in the past.

While we have considered it our duty thus to bring pro-
~minently to notice the views of those Governmeénts which
have asked for a special enquiry, our own view at present is
that the appointment of a committee to examine the posi-
tion of the provinees on the basis of needs would be likely to
intensify provineial rivalries and to ereate general dissatis-
faction. For the conclusion is unavoidable that the demands
of the various provinees arc incompatible, and that no deeci-
sion could be reached which would be accepted By all pro-
vinces as fair. On balance, therefore, our present view is
that we must definitely rule out the idea of any general ad-
justment as between the provinces on the bagis of ‘ needs ’;
for we do not see how any tribunal could pronounce judg-
ment on a matter so controversial and so much a matter of
opinion ir a form which we dould reasonably cxpect Tl pro-
vinces to accept. )

65. Preliminary adjustments may have to be consi-
dered.— While, however, we feel forced to the conclusion
stated in the preceding paragraph, we do not-go so far as to
say that no sort of preliminary adjustment should be made.
We have indeed been impressed in the course of our examina-
tion by ibe serious injustice which may  be caused in the
injtial stage to certain provinces by the re-arrangement of
eeniral and provincial sources of revenue involved in the
Layton scheme. "We have already referred to the operation of
Devolution rule 15, the abandonment of which would involve

an initial loss in respect of income-tax for several provinces,
5 : ater by the travsfer of re-

Toce froy G
uncertain. Assam, for instance, stands tc nea
¥ lakhs from a source of revenue which had heen steadily
growing, whereas their share of personal income-tax, cven if
the central Government were in a position {o surrender at
once the full amount under this head, would not be more than
9 lakhs. Similarly the exchange between foreign liguor and
-eommercial stamps, though these heads approximately balance
so far as the central Government is concerned, will affeet
“provinecial  finances unevenly. No figures are at present
‘available and it will take time to collect them, but one pro-
vince has egtimated its loss from the transfer at 13} lakhs.
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The provincialization of aceounts will involve a new burden

on the provinees which has hitherto been borne by the central

Gove1nmmu., while some provinces might benefit from the

trantfer of High Court expenses less High Court feecs. 'When
the exact c¢ffect on individual provinces of these various
transfers has been examined more thoroughly than has up
{o this moment been possible, consideration must be given to
the question whether these special grounds jnstify some pre-
liminary adjustments. We reserve our 3udomun€ on this
- opoindt. #

66. Tire order of surrender of central revemues—It is
necessary first to explain how the various provinces will be
affected by the order of surrender of the two taxes in question,
personal income-tax and salt. We have already indicated
the proportion in which the provinces would share the pro-
ceeds of the personal income-tax when surrendered. The
industrial provinees of Bengal and Bombay and in a lesser
degree Maﬂras would obtam the prmmpal benefit. The dis-
tllbutlon of the salt tax on the basis of population (taking,
as ‘seems reasonable, a net figure of 6 crores at the time
WhC]}? the transfer is completed) would give the following
resu tg i—

Percentage

® Lakbs, increase. in

revenus,
Madras - - 1,10 6.7
‘ Bombay .. i o 50 3.5
Bengal .. 1,24 112
United Provinces . 1,17 9.9
Punjab Lo . 55 5.1
sihar and Orissa . 90 16.3
Central Provinces .. 37 7.7
Assam 17 0.6

1t is, however, concewabl@ that the demsmn might be to trans-
_fer not the whole but a portion of one tax, and then a portion
of the other. The result can be judged best by giving the
proportions in which each province would share in the first

crore of each tax surrendered :— .
. Personal Salt.
income-tax.

.- Madras N .. 14.5 18.5
Bombay - ' . 25.9 8.3
Bengal .. .. 274 20.7
United Provinces .. 9.3 19.5
Punjab .. .. 8.8 9.2
Bihar and Orissa .. 6.8 15.0
Central Provinces . 4.8 6.2
Assam .. . 2.5 2.8

@ P
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Bengal and Madras come out fairly well in either event. and
there is 1o serious difference in the case of the Pu%!jab
Assam  and the Central Provinces, though all would fare
slightly better if salt were given the. preference. The prin-
cipal resplt ol preferring income-tax to salt would be a very
§ubst_an11al_ gain to Bombay and an appreciable gain to Bengal,
to the disadvantage mainly of the United Provinces ang
Bibhar,

Sir Walter Layton hag definitely recommended that the
urgent needs of the industrial provinees should be recognized
al least to the extent of arranging that the trahsfer of in-
come-tax receipts should be begun as early as possible. It
18 true that the industrial provinees will also gain most from
the surcharge on personal income-tax if they decide, and are
able, to impose it, but we suggest that as fair a solution as
any would be if the surrender of the first 2 ecrores of revenue
were in the form of personal income-tax and that thereafter
the surrender of revenue should be from both taXes.in equal
amounts. We recognize, ag pointed out by the Government
of Bihar and Orissa, that there would be definite political
advantages in  making a beginning with the provin-
cialization of the salt tax at an early date. In fur-
ther support of the form of recommendation that
we have thns tentatively made, we would polnt out
that for practical reasons it is likely to be necessary to
undertake the f{ransfer of these taxes step by step. The
central Government will have to proceed tentatively in the
abandonment of its revenues, and it is hardly possible that it
will at any moment be in a position to hand over in a single
trangaction the whole proceeds of either of these taxes.

67. Procedure applicable to the provincial fund.—We
accept the proposals® of the Indian Statutory Commission re-
garding the procedure applicable to the provineial fund.
Some modification in detail will be required if the Commis-
sion’s proposals regarding the constitution of the Federal
Assembly are revised, but the principles could be applied
mastatis mutandis to the alternative arrangement which we
have suggested for a separate inter-provincial finance coun-
eil. Several of the provincial Governments have expressed
doubts whether it should be open to a minority of the inter-
provineial council of finance members to bring proposals for
taxation before the Assembly. On the .whole however we
consider that, if not less than three of the provinces desire
that proposals for taxation should be placed before the As-
sembly, it is fair that they should have an opportunity of
presenting their case and of securing, if they can, a majority

* Volume ITI, para. 163.
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in the Assembly. It has also been suggested to us that in
view qf the many uncertain factors and hypothetical assump-
tions involved in the suggested financial arrangements, which
may result in the settlement working out very differently
from what is now anticipated, provision should be made for
a review of the settlement after 5 or 10 years. We have con-~
sidered this suggestion, but we are of opinion that such an
arrangement. would be disturbing, and might even lead pro-

“vinges into a policy of extravagance with the object of estab-
lishing claimg for special treatment in the light of their actual
commitments at the time of revision.

: ‘We recommend that the settlement should be embodied in
statutory rules so that alteration of it would be possible with-
ott an amendment of ‘the constitution.

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

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

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

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

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

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

F2
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Finance Member of the Government of India
should = preside. Its tasks™ should be *“‘to
establish a borrowing programme, to lay down
the standard regulations, and to arrange terius
with the Government of India ?’. It should,
however, be advisory only for the present, and
the real power should vest in the central Gov-
ernment. On the other hand, it is contemplat-
~ed that the latter should not act without con-
sulting the council, since it is speeifically stated
that consulfatlon should invariably be made
hefore {ape(‘ldl sanction is refused to 2 loan, even
where such sanction is definitely required by
the regulations. |

(¢) A3 responsible government in India develops, the
council may cease to be a mere advisory body
and may acquire veal power. .

The Commissiont apparently accept these proposals gene-
rally. They suggest further that the powers statutorily re-
tained by the central Government should#take the shape of a
perfectly general control, but that this control should not. he
used to dictate the purposes for which loans should be raised.
If a declared purpose is within the scope of the regulations,
the grant or refusal of sanction should be dependent primarily.
on considerations of the monetary and eredit situation. Ap-
proval should, however, not ordnmnlv be given to a loan in-
tended to moo‘r a deficit ; and if it is to be given, the loan should
pay a discriminatory vate of interest.

Subjeet to a qualification and a reservation explained at
the end of this paragraph, we are prepared to accept these
proposals as a p‘tovxmoual arrangement, though we must
emphasize that the words * credit situation’ used above re-
quire further definition. The considerations which are to
govern any decision should include, not only the general
credit situation of the Government of India, having regard

to its own position and the rates for money prevalhng‘ in the °

world at the time, but also the particular credit situation ‘of
the province which is seeking a loan. For this purpose
account would have to be taken of the general financial
policy and position of the province concerned. While -
accepting the proposals as a provisional arrangement, we.

feel bound to express doubts as to its advisability as a perma- -
ment plan, if it is to develop to a point where the inter-pro-
vineial council ceases to be merely advisory and acquires

—
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actual powers of decigion. Several of the provincial Gov-
«1nments have expressed opposition to the idea that their
borfowing programme should be controlled by a counecil con-
sisting of representatives of other provinees who are their

§ . o« . o . o
potential competitors for a share in the limited amount of
loan money available. They do not rule out the possibility

that it may be to their advantage to abandon permanently

thetr individual liberty of borrowing on their own eredit, for

theeake of aun ing at a co-ordinated plan of borrowing

for the whole of me, and in ovder to obtain the advantage
of borrowing with the credit of the Government of India.
“But they d8 not eonsider that in that case a body composed
of political representafives of all the provinees would pro-
vide a suitable arbitral tribunal. They contemplate vather
something ir the nature of an all- Indm board of loan
commissioners, on which the expert element would he strong-
Iy represcnted. It has indeed always been our view that
the administration of the provincial loams fund hguld

eveninally Be entrusted to such a board. On the other hand,
“we feel that it is  premature at this stage to settle any

arrangements w hich shonld govern the posnmn for all t1meg
While vecognizing the ai‘*anmoe of a eco-ordinated plan of
borlowma, wWe. see serious dlsadvanmoes in ereating condi-
tions, n which the individual provinces need not consider
their own credit with the world bat can always rely on the
suppori and protection of the central Government. The
suresi way to bring home to any Government the necessity
for following canons of sound financial administration is
that they should he faced, when they disregard those canons,
with the absolute Unpos.qmahh' of raising mndq even on loan.
Thig necessity will be boine in upon  them if they have
themselves to deal with the outside money market, whereas
if it is merely a matter between the provincial Government

~and the central Government, the realities may be obscured

and political influences will play a part. Speaking general-

. ly, we think that the future course muet be decided in the
Yight of actnal experience. ¥or the present the provineial

Governments are all prenared to continue what is In sub-
stance the exi,ﬁ‘uing’ (’,f,nal.lgz_ement, and to place themselves in
the hands of the central Government. It is our view also
that this arrangement shonld be retained for the present.

We have to make one further observation in conclusion.

The obiections expressed by the provineial Governments to
having their individual loan operations controlled by a
council of provincial representatives have led them in certain
cases to ask that the functions even of an advisory counecil
should be strietly limited. They fear that even if such a
council is merely advisory, if it is formally constituted, it

@
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will be diffieult for the central Government to reject its ad-
vice. They would prefer it to be definitely understood,that
the power of decision remains with the central Government
and that the central Government will do no more than, sum-
mon a meeting of provincial representatives so that the
general programme may be jointly discussed ; such discus-
gion being of an informal nature and not intended to lead up
to anything in the nature of definite resolutions by the coun-
cil. On the whole, we may express agreement with this
view. :

We mnst also make one further reservation. It would
geem essential to give the Government of India power to act
without consulting provincial representatives if an applica-
tion for a loan is made in an unexpected emergency. It is
consistent with our preceding observations that we do not
consider it to be necessary or desirable to provide by statu-
tory rules for the establishment of a counecil. The neces-
sary provisions could be inserted in the standar® regulations
themselves, which would take the place of the rules now sanc-

. tioned hy the Secretary of State. Minor points of detail
could be thrashed out when the provincigl representatives
met to frame regulations.

69. Provincial balances.—The Indian Statutqry Com-
mission have concurred in Sir Walter Layton’s recommen-
dation that provinecial balances should not for the present be
separated, and that any change in the present arrangements
might be postponed until a central bank is created, which
would presumably take over the banking business of the pro-
vincial and central Governments. We have ascertained that
there is no desire on the part of provineial Governments for
any immediate change in the present arrangements, and we
support the Commission’s recommendation. We have, how-
ever, to contemplate the possibility that an autonomous pro-
vineial Government may desire at some time in the future to
maintain its own balances, and following the general principle
adopted by the Commission a development in this direction
should be allowed for. We thereforee recommend that if,
after the new regime has been started, any provincial Gov-
ernment desires to maintain separate balances, the Govern-
ment of India should be prepared to agree, subject to suit-
able arrangements as to details. A scheme for the separa-
tion of bhalances was drawn up in 1924, and it may be said
that the separation could be effected without any serious ad-
ministrative difficulty.

In this connection the Commission have made a further
recommendation that the Government of India should per-
form the service of banker for the nrovincial Governments
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m a commercial basis, and should not attempt to make undue
yrofits out of the business. We accept this in principle with-
yut committing ourselves at present to the amount of profit
whiclt would be reasonable or the form in which this profit
would acerue, e.g., services rendered at treasuries or interest
m minimum balances to be kept by the provincial Goveru-
nents.

o Accounts and audit.—Siv Walter Layton’s recom-
mendatlon in regard to provinecial aceounts and to the status
wd functionss of the Auditer General are endorsed® by the
ndian Statutory Commission. We accept the Commission’s

recommendations. It is net unlikely that some of the provin-

dal Governments will at first desire to employ the central
tovernment as their agent to keep their accounts and super-
ise their = accounting gtaff but we agree with Sir Walter
ayton that whatever arrangement ig adopted, the accounting
taff shouldebe entirely qeparate so that the accounts may be
udited by an officer holding an independent position. The
arions technical problems arisino in this connection have
seen examined, and, although comphcated do not give rige to
any msuperable dlfﬁculty The questlon of the future of the
fndian Audit and Accounts Service is among the most im-
portant. *The danger to avoid is that of havmg a number of
small distinet cadres, none of whieh would be sufficiently large
to offer a carcer to attract and keep good men. At first at
any rate the provinces will probably ﬁnd it necessary to em-
ploy men seconded from the central servies for the higher
posts, and ‘-,he full organization will be for administrative ex-
perience to decide.

71. Grants-in-aid.—We agree with the view expressedt

by the Indian Statutory Commission that the rigid system

now in force, under which it has been held that 1t is not per-
missible to incur expenditure from central revenues on pro-
vincial subjects, should be relaxed, and that it should be
rendered constitutionally possible under suitable restrietions
to assist provinecial obiects from central funds and vice versa.
Anv such grants-in-aid should be for some specific purovose,
and the system should not be used for general relief of pro-
vinecial revenues.

72. Local cesses on land.—We have no comment to make
on Sir Walter Layton’s recommendationi regarding the desir-
ability of removing the limit upon surcharges or cesses on
land revenue or rent. This is a matter which is within the
competence of provincial legislatures.

* Volume 17, para. 189. -+ Volume II, para. 187, I Volume II, para. 275.
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THL CHIEF COMMISSIONERS’ PROVINCES.
The North-West Frowtier Province. *

73. The proposals of the Commission,—The Commission
— devote particular attention to the peculiarly difficult problem
of the North-West Frontier Province. Their first volume
eontains an illuminating chapter on its main features. The
contrast between the govermment exercised in the five ad-
ministered distriets and in the {ribal tracts beyond is authori-
tatively described, and the chapter ends with a general dis-
cussion of the nature of the constitutional problem.. The main
points which the Commission take arve, first, that the fribal
area must remain under the direct charge of the Govern-
ment of India ; second, that the administration of justice and
the task of promoting and presevving order in the five districts
is intimatelv eonnected with the control of the fribal tracts ;
third, that if law and ovder in the five distriets were to be
dealt with in a provineial legislature, and entrustedto a minis-
ter responsible to such legislature, the necessary co-dperation
would be more difficult to secure ; and, fourth, that the
“question of law and order, which in other parts of India is
a domestic and internal matter, in the North-Wegt Frontier
Province is closely related to the subjects of foreign,
policy, and of Imperial defence. On the other bhand,.
while they comment sympathetically on the fears of
the small Hindu ecommunity, the Comimission hold that the
denial of reforms to the five distriets has given these an un- -
doubted grievance. They comment, however, on the*absence -
of local experience of the elective prineciple and draw adverse
conclusions from the results of the recent experiment in
elections to the Peshawar municipality.

The recommendations made by the Commission in their.
second volume refleet the tenour of the views they express in
the first. They repeat their previous emphasis on the essen-
tial need for unified control over the settled districts and over
the tribal tracts, as the only means by which the security of
the froutier can be effectively maintained. They accordingly
suggest that there should be no change in the present arrange-
ment, by which the Chief Commigsioner combines in his
person  the dual responsibility of administering the five
districts and acting as Agent for the Governor General in
dealing with the tribal area. They propose to meet the politi-
eal aspirations of the province by creating a local legislature
containing indirectly elected representatives, with powers
of taxation and of voting expenditure; but *‘¢executive

responsibility should, as at present, rest with the Chief Com-
misgioner ’7,

*Volume IT, para. 121,
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74. The proposals of the Indian Central Committee.—Lhe
resommendation made in the majority report of the Indian
Central Committee was that rveforms should be introduced
into the North-West Frontier Province on the lines of the
Morley-Minto reforms ; and that after a constitution of that
type had been in operation for fen years, the question should™

,be further examined with a view to seeing what advance

could then be made.

75. The need for u@nsﬁtmi@nal advance.—As we shall pre-
sently" indicate, we see strong reasons for giving the North-
West Frontier Provinee a foun of government somewhat move
Liberal than proposed either by the Commission or by the
Indian Central Committee. But the first point w hwh we
desire to emphagsive is that the Commission themselves appre-
ciate the now urgent need for coustitutional advance in that
province. The need is also recognized by the Indian Central
Committge. 'This is an important variation from the position
which <btained in 1919 when the authors of the Joint Report
recommended” that, for reasons of strategy, the province must
remain entirely in the hands of the Government of India, a
recommendation which has since continued to govern its
constitutional status. And, though the problem of introdue-
ing reforms hag been much agitated for some years past, and
was examined by the Committee over which Sir Denys Bray
presided in 1922, no change in the administration has yet been
maste.  The province was separated from the Punjab in
1901, and still retains the form of government which it was
then given. The last thutv years haV e geen great changeg in
the province, and this is a posifion which we think can no
longer be maintained. The need for some advance ig admit-
ted ; the guestions now at issue are its degree, and the form
which the new constitution should take.

The Commission seem to have been greatly influenced
by their belief that local conditions prevent any resort to
methods of direet election. For our part we are inclined to
the view that the conclusions which the Commission drew
from the first rvesults of a gingle cxpemmeni in municipal
elections may have been uPdulV pessimistic, and, if direct
elections to the legislature be found practicable, we would
consider it difficult, on general grounds, to vefuse to the

~frontier province somewhat more generous treatment than

the Commission recommend. The five districts of the North-
West Krontier Province are not behind the adjoining districts

-of the Rawalpindi and Multan divisions of the Punjab in

point of intelligence and capacity. In these Punjab districts

*Joint Report, para. 198
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the method of direct election to distriet boards and municipal
committees avas still unknown when the reforms of 1919 were.
introduced. Nevertheless, they have participated with
success in the dyarchical constitution of the province. The
—people of the North-West Frontier Provinece may well claim
that the absence of direct representation for local purposes
should no more obstruct the introdunction of representative
government in their province now than it did in the Punjab
in 1919. In fact the Chief Commissioner has now decided
tt? ::;"‘!.)LI'()C]I‘IC(} direct representation for the constitution of loeal
odies. .

There are, however, other reasons of great practical
moment for carrying reform beyond the point reached by the.
Cormnission.  Their proposals concede a legislative couneil,
but deny any popular share in the executive. In effeci the
Commission, equally with the Indian Central Committee,
would leave the North-West IFrontier Provinee, with. some
variation, very much at the stage which other provinces
reached with the introduction of the Morley-Minto reforms
in 1909, There would he in the executive,no element of
responsibility to the legislature. The undertaking of His
Majesty’s Government set out in the announcement Qf the "
20th August 1917 would still remain  unexpressed in the
constitution ,of the North-West Frontier Province at a time
when the other provinees ave vapidly moving forward te
responsible government.  We fully recoguize the particular
conditions of the Nerth-West Frontier Provinee so well
deseribed in the report, and do not overlook the weighty
considerations which influenced the Commission in favour of
a strictly cantious advance. At the same time the realitivs
of the sitwation, and we here have in mind the events of the
past few months, make it a matter of the first importance
that the scheme adopted should attract a reasonable measure
of public support ; and, subject to the necessary safeguard,
that it should not leave the way open for invidious com-
parisons hetween the form of government in the North-West
Frontier Province afid that introduced elsewhere.

76. The choice between three courses.—These are the
broader considerations which we have before wus. The
choice of a constitution for the North-West Frontier Province
seems to lie hetween three systems : either a Morley-Minto
constitution, or dyarchy, or a unitary scheme on lines
approxiimate to the form of government in other provinces,
but with provisions appropriate to the particular circum-
stances of the provinee. The first represents ronghly the choice
made by the Commission and by the majority of the Indian
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Uentral Committee. For the reasons which we have just
given, we consider that it would not satisfy the political
aspirations of the province, and would thus suffer from the
fatal impediment that it would enlist no popular co-operation.
Aroumentq based on the Commission’s contention that the
provinee® ‘“forms the inevitable terrain for military opera-
tions 7’ seem to us to be susceptible of implications other than
those which the Commission draw. A discontented frontier
province would be a serious threat in the rear of any army
operating ‘in- the defence of India. We wounld be reluctant
thereforg to adopt a form of constitution for the North-West
 Frontier Provinee which would fall so far short of provineial
expectations. Ineldeut(nly the suggestion of the Tndian
Central Committee to fix a ten years’ limit o the constitution
which they propose scems to us more likely to aggravate than
to assuage the objections to their scheme. me the first
years of the new constitution agitation would be set oun foot
to replage an admittedly transitional system by something
more* dccepiable,

The second expedient of a dyarchic constitution on
the lines of the existing constitution in the Governors’ pro-
vineces was suggested by two Muslim members of the Indian
Central Committee, namely Sir Zulfigar Al Khan and Dr.
A. Subrawardy. So far as we are aware their uggestion
has received no support in the province ; and, in. thc abgence
of such support, we agree with the Chief Commlsqmnef that
cthere would be very grave disadvantages in now giving the
Nmth West Frontier Provmce a form of govelnnxeui, whick

ig being discarded elsewhere. The general arguments used
by the CUommission in eriticism of dyarchy in the Governors’
provinees would apply with special force in the North-West
Frontier Province, where irresponsible opposition to the
reserved administration would be particularly dangerous.

There remains the third possibility, namely, a wnitary
scheme appreoximating to the form of government in other
provinces, ‘but with adequate power secured to the head of the
provmco suitable to the particalar local circumstances.
Thig is the form of constitution recommended by the Chiet
Commissioner and. represents the choice between the three
courses which we would ourselves make. The scheme which
the Chief Commissioner proposes is set-out in an annexure
to his letter ; but the matter iz of such great importance to
the peace and contentment of the North-West Frontier Pro-
vince that we make no apology for ourselves reeapitulating
the features of the Chief Commissioner’s scheme and review-
ing the lines on which it might be expected to function.

*Volome 'II, para. 120
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77. The Chief Commissioner’s scheme.—The scheme pre-
pared by the Chief Commissioner contemplates a legislature
to consist, as recommended by the Commission, of an elected
and nominated element in about equal proportions. The

recise suggestion is that the elective element should be given

a majority of one. So far there is agreement with the Cor-
missiovxx, but in place of the Commission’s scheme of indireet
election, the intention is to substitute direct election ¢¢ if there,
is Lomul to be any strong local feeling in favour of a body of
elected members wholly chosen by divect eleetion . 'l‘he
Chiel’ Commissioner does not exelude the possibility of com-
bining direct with indircet methods of eleetion, But, as he
states, the problem would require to be worked out by a
Qpemal franchise committee possibly local in its composition:
T'he size of the couneil would be determined by the considera-
tion of what would form convenient constitueneies, but it is
anticipated that it would comprise a total membership
clected and mnominated of some 30 or 40 members.
The Hindu and Sikh minovities would be given Weightage
which might be double that to which they would be
entitled on a population basis, and would be given a choice
between various methods of representation ingluding separate
electorates, reservation of seats, or even nomination. The
official clement wounld be limited to six or cight nominated
seats.

The Commission rightly emphasize the nced for vesting
respongibility both for the five distriets and for the tribal
tracts in the same executive authority. The Chief Commis=
sioner’s scheme recognizes this essential requirement, The
head of the administration of the North-West Frontier
Province, to be known under these proposals as the
Lieutenant -Governor, would remain the Agent to the
Governor General in Couneil for the tribal area. But for
the administration of the five districts it is suggested that
he should be assisted by two ministers, of Whom one would
be an official.

This departure from the recommendations of the Com-
mission involves other important consequences. Instead of
remaining a centrally administered area under the direct
control of the Governor General in Council, it is proposed
to devolve authority on the provincial admmlstratlon with
a classification of subjects into central and provineial, follow-
ing broadly the lines of the classlﬁcatmn in other provinces.
But there would be exceptions in the case of certain uabjects
peculiar to the North-West Frontier administration, which
would be classified as central subjects and dealt with on the
existing basis. The Chief Commissioner has enumerated some
of ‘Lhese, for instance, the frontier constabulary and scouis,
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fyontier remissions and allowanees, and strategic roads ag
illustrations of matters chiefly 1eiat1ng to the tribal areas
apd to the defence of India, and properly classed as cenfral
subjects for that reasomn. He also mentions the exira police
and other forces necessitated by the geographical position of
the province. We think it probable that on further examina-
tion these should be classed as provincial. These, however,
are matters of detail which need not here detain us. The
broad point is that in making the dividing line between Gentra-l
and prowincial subjects,. regard would be had to the need
for classifying as central certain subjects of all-India
importance peculiar to the present administration of the
North-West Frontier Province, which could not properly be
entrusted to the provineial 1eglslature

Simultanecously with the devolution of authority to the
focal administration, it would be necessary to give the pro-
vince a®firancial settlement. The Chief Comiissioner has
explained that it will be necessary first to veach a figure
of 'what mayv be called its mnormal domestic expenditure.
Steps have dh“eady been taken to enguire further into
the classificatfon which he has suggested of various classes of
provincial expenditure, but these again are matters of detail
with Wwhich we need not encumber this despateh. The out-
standing result is that even after heads of expenditure which
should be classified as central have been separated, the
revenues locally raised are expected to fall far short of the
expenditure needed for the administration of the subjeects,
which will be claggified as provincial. T'o meet this deficit a
subvention from central revenues would be required which, in
agreement with the Commission, we consider would he Justl-
fied. The Chief Commissioner sugg,esta and we are disposed
to ‘accept his suggestion, that the subvention fixed on this
basis should not be variable from year to year, but should be
subjeet to quinguennial review by the Assembly.

These are the broad outlines of the alternative scheme,
which with due vegard to local conditions the Chief Commis-
sioner has put forward. In concluding his deseription of his
proposals, which he deseribes as tentative only, he suinmarizes
the main resrects in which they depart from the recommenda-
tiong of the Commission, namely, in the devolution of autho-
rity to the local Government ; the provision for a financial
settlement ; the introduction of direct election to the
legislature ; and the presence in the executive of two minis-
ters, one official and one non-official. The scheme is put
forw ard in the helief that while securing to the Lieutenant-
Governor adequate controlling authority, it will give the
province a flexible constitution capable, with the growth of
political experience, of development and expansion without
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‘the necessity of subsequent violent changes or radical
gtatutory amendment. .

78. Consideration by the Round Table Conference.—
We have no doubt that full opportunity will be taken at the
Round Table Conference, in consultation with the British
India delegates, to weigh and to assess the rival merits
of the three schemes which we have set out, or of any others
which may be put forward for consideration. Much weight
will attach to the proposal to which the Commission have
lent their authority. We recognize the care and the ability
with which they have considered this mogt difficult problem.
We do not differ from them in their assessment of the factors
which must be borne in mind, and of which we appreciate
the bearing. But recent events have thrown fresh light on
what has become a pressing political problem. We do
not disguise the risks involved. They are set out frankly
by the Chief Commissioner. But the risk of continged poli-
tical dissatisfaction in the North-West Frontier Province
is to our minds the greater menace. We look for a constitu-
tion which shall be so framed as, on the one hand, to sate-
gunard the peace and security of the fronties, and, on the
other hand, 1o recognize the local aspirations with which we
fully sympathize for a form of government, contaiging a
popular clement, for the administration of purely provincial
subjects.  With this objeetive before us, while we appreciate
the arguments on which the Commission base their proposals,
we favour the more liberal scheme which the Chief Commis-
sioner has prepared, and which he recommends.

Baluchistan.

79. The Chief Commissioner in Baluchistan accepis the
view expressed by the Commission that no present change is
required in the administration of Baluchistan, where no desire
for western institutions has yet expressed itself. We also
are of the same opinion. We agree with the Chief Commis-
sioner in the importance which he attaches to the Commis-
sion’s proposal for the representation of the province in the
central legislature. We have borne this in mind in the
suggestions which we have made below for the future com-
position of the Indian legislature.

Other Areas.

80. The Delhi Province.—In our memorandum  to the
Commission on the subjeet of the Delhi provinee, we observed
that it comprises the seat of the Imperial Government and
those areas alone which could not conveniently be severed from
it. Though the memorandum was descriptive only, we drew
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~upon the precedents of other countries to emphagize our
dizect interest in the general and political condition of our
own enclave. The Commission’s view that the form of

government in Delhi cannot be usefully altered is emtirely
in accord with our own opinion. In our own suggestions £OT e
the constitution of the Assembly we meet the point taken
by the Chief Commissioner that there should be two seats,
“one for a Hindn and one for a Muslim representative of the
Delhi provinee,

81. Ajmer-Merwara.—Similarly, in agreement with the
Commission and with the Chief Cominigsioner, we consider
that at present no constitutional reform can suitably be
‘introduced  in  Ajmer-Merwara. We agree with the Chief
Commissioner that the representative of the provinee in
the Assembly should as now be elected, and should not, as
sugegested by the Commission, be nominated. 1t may xwot
howover He possible to meet Lhe view of the Chief Commis-
sioner that Ajmer-Merwara be given a separate seat not
shared with any other provinee in the Council of State. But,
as in the case of Coorg, we agree that the views expressed
by the Chief Commissioner in thig matter should not be over-
looked when the precise composition of the Couneil of State
ig being considered. -

82. Coorg: —The Commission have expressed the opinion
that there is no ground for changing existing eonstitntional
arrangements in - Coorg. The Coorgs ﬂwemselws appear
from the Chief Commwsmner s letter to be divided in their
views on the future status of the provinee. Some secfions
are reported to favour amalgamation with a larger wunit ;
others desire to retain the separate existence of the Coorg
province.  We agree with the Chief Commissioner that,
until local opinion has erystallized, it would be premature
~and unwige to take final decisions. We accordingly accept
U}i}e recommendation of the Commission against any present
change.

We accept the Commission’s proposal to give Coorg
one elected geat in the Federal Assembly. We fully appreciate
the distinctive historical traditions of Coorg as recalled by
the Chief Commissioner, but we see some difficulty in accept-
‘ing his suggestion that this small province should also have
one seat of its own in the Council of Stafe instead of sharing
a seat with Baluchistan and Ajmer-Merwara, as recommended
by the Commission. The views expressed by the Chief Com-
missioner on this point may however be further considered
when the arrangements for the composition of the future
Council of State are being made.
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83. Machinery for constitutional changes.—Though we
accept the Commission’s view that the time has not come’{or
constitutional change in any of these four central areas, we
recognize that their existing systems of administration may in
course of time come to require modification. We should hope
therefore that there would be machinery in the constitution to

enable administrative and constitutional changes to be made
at any time in fhe form of their government.

BURMA.

84. Separation recommended by the Comntission—In
their report the Commission discuss® at some length the future
of Burma. They describe the nature of its present asso-
ciation with India, and express two main grounds for their
belief that the two countries should now be separated. These
two grownds, which they state as ((uclmal considerations, are,
fllbt the s henoth of Burman sentiment in favour of separa-
tlon ; and, second the constitutional difficulty of owing to
Burma a sa.tisfactory place in any centralized system de-
signed to advance the realization of respornsible government
in British India. Their examination of these two matters
1eads the Commissiont ‘‘ to the definite eonclusion that noth-
ing but the most overwhelming considerations could justify
the contnmed retention of Burma within fhe Government of
India . Having rveached this view, they next proceed to
consider the main objections which have been raised, military,
financial and economie. :

The Commission do not contest the argument in  the
Montagu-Chelmsford report that Burma must remaing ¢ part
of the Indian polity 7 for military reasons. They do mnot
enter into questions of high strategy; but, after emphasizing
the limit of Burma’s interest in the defence of the North-
East Frontier of India, they take their main point that$ ¢¢ they
see no reason why it should not be possible to combine poli-
tical separation with satisfactory arrangements in the mili-
tary sphere ””. Though they contemplate that the troops in

separated Burma would be under the control of the Gov-
ernor in all ordinary internal matters, they seem to have had
in view close military co-ordination under some kind of
unifiad control between India and Burma for the géneral
purposes of defence,

. The Commission accept Sir Walter Layton s gener &i con-
chmnnli that ‘¢ separation could fairly be effected in such a

way as to do no financial injury to either country, and to }ea,vn
Burma with adequate resources .

*Vol. TI, Part VI. tJoint Report, Para. 198.
TVol. 1, para. 219. § Vol. II, para. 231. -
"Vl II, para. 2232,
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T}JO} vestrict thelr consideration of the economic con‘se~

e quoncea to the effect of separation on Burma’s economie posi-
tioft and its economic relations with India, and suggest that
mutual adjustments should be made by way of a trade conven-~
tion between the two countries to the advantage of both.

~T'he general view which the Commission reach from these
onciusmnﬁ is that there are no military, financial or economie
objections of such weight as to amount* to ¢ ovem'hbhmng
consideratjons ”’ sufficient to justify the retention of Burma
under the Government of India. They accordingly make a
definite recommendation that Burma should be at once sepa-
rated from India, and they suggest that a declaration to that
weffect should he made as early as possible

85. The military problem.—In the short time at our dis-
posal we Lave endeavoured to supplement the Commission’s
imvestigations into the probable military, financial and eco-
nomic consequences of separation by further departmental en-
quiries on our own part.  We take first the military problem.

We da not here concern ourselves with questions of the
- garrison required in a separated Burma; nor with the sources
from which it should be obtained ; nor agam with such mat-
ters ag the pature and extent of such financial contribution,
if any, as Burma might for one reason or another he re-
quired to make fowards the defence of India. The broad
issne which we place before ourselves is whether or not strate-
gical considerations make it essential to maintain a single
military - organization under . unified control for the de-
fence both of India and of Burma. On this broad issue the
techuiecal advice which has been tendered to wus by our col-
league Hig Hixcellency the Commander-in-Chief ig that ﬂmhed
control is not essential. We are informed that there is no
military reason why each country should not possess itfs
oW1l hepar ate defence orgam'/atmn. This advice immensely
simplifies the problem with which the Commission were faced.
It does not mean that difficult and complicated issues may not
arise in defermining the appropriate arrangements for the
~defence of Burma. Nor does it exclude the posgibility
of some measure of mutual co-ordination in the arrangements
made for the defence of the two countries. But the advice
which we are given, and which we are disposed to accept,
goes far to remove the military problem as in itself an
obs‘fade to the separation of Burma. Moreover, it is wholly
in accord with the representation made by the Government of
Burma themselves thatt ¢ separation should be complete, and

*Volume 11, para. 219; +Burma letter, para. 14.
o G
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ghould extend to the military as well as to the p’oli'(jiéal

sphere 7’

86. Financial considerations.—Qur examination of the
financial consequences likely to arise from separation is neces-

sarily incomplete, but we enclose in the form of an appendix®
a memorandum prepared in our Finance Department discuss-
ing varions aspects of this matter. The calculations made
by Bir Walter Layton in his note on the financial aspect
ol separation are examined and diseussed, and thg conclusion
reached by the Department is that it would not be safe to
accept at present the Comiission’s finding that separation
could fairly be effected in such a way as to do no finaneial
injury to India. At the same time, according to the depart-
mental view, separation could be brought about in such a way
that the revenue loss to India would not be of sufficient mag-
nitude to make it a factor of overriding importgnee in con-
sidering the pros and cons of separation. The remctions of
separation in the finanecial sphere will not be confined to its
divect effects on revenue and expenditure. In considering
these reactions we wish to emphasize the great desivability,
if separation is to be carried out, of adjusting the relations
between the two countries in a spirit of reason angd mutual
accommodation, so as to avoid as far as possible the ill-effects
which might arise from so great a change in long-established
practice. This remark applies equally to the economic conse-
quences referred to in the next paragraph.

87. Economic consequences.— We turn now to the possible
economic consequences of separation. Here we pass into a
region where precise statements of the probable future posi-
tion in the event of separation cannot be made. At present

the two countries come under a single cconomic system. The
Commission have examined the question, primarily from the
aspect of the reactions of separation on the economics of
Burma. They comment on the divergence of interests
between India and Burma and mentiont fthat ¢ Burma in-
creasingly feels that its own practical interests sometimes con-
flict with the policy which commends itself to the majority
i the central legislature . We are aware that some see-
tions of influential opinion in Burma take the view that econo-
mically their country suffers by its union with India, und that
this constitutes a factor in the local deman:! for scparation.
But even if it were to be established that under existing
arrangements Burma suffers some economic disadvantages
not directly offset by compensatory economic henefits, this
would not necessarily lead to a decision in favour of imme-
dinte separation. It would still be necessary fo assesg the

*Appendix IX. 1+Volume II, para. 218.
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econjomic effect on India of a separated Burma. The piost
that we are able at present to say on thig subject is that the
econpmic effects may be considerable, but that, as suggesteil
by the Commissien, it should be possible to secure the legiti-
mate interests of Iudia by some such means as a trade cou.
vention on terms mutually advantageous to both countries.

' 88. Administrative aspects.—Into the more general as-
“pects of separation we have made similar departmental in:
vestigation. No administrative objections have been brought
to our netice of such moment as 1o affect a deci-
sion-on the broad question of policy whether Burma should
remain a part of British India, or whether it should be separ-
~ated: ~If the political association of the two countries were
to be terminated, it might still be found (lesirable by mutual
‘agreement to rvetain common services for certain purposes.
- For instance, local difficulties in organizing scientific depart-
ments corresponding to the Geological Survey of India, the
Survey of India or the Meteorological Department could be
met by agreed arrangements on a basis of payments made for
services rendered. Any necessary co-operation, for instance,
in agricultural, nfedical or forest research, could no doubt be
settled by negotiation. ,

89. Separation acecepted in principle—The brief review
which we have made of the military, financial, economic and
administrative factors leads us generally to the same con-
clusion as that reached by the Commission, namely that,
however important may be the practical congiderations which
are raised hv the proposal for separation, and we do not dis-
guize from ourselves the fact that the conseguences mav be
fur-reaching, they do not in themselves constitute any insui-
mountable barrier. The separation of Burma can therefore
be examined in the light of the broader considerations of
policy adduced by the Commission. In their first volume the
Commission™ set themselves ¢‘ to bring home to the British
Parliament and the British people in what the difference
belween Burma and the rest of India essentially consists’’.
The people of Burma are entirely different from the people
of India. They come from a different stock and have a
different history. The former rulers of India never
ruled over Burma. The country in which the Burmess
live is ' geographically distinet from India and is ecut
off from it by sea, mountain and jungle. These state-
ments by the Commission of the differences between the
two countries supply the fundamental argument in favour of
separation, an argument which develops greater sirength
with each step forward, that India takes on the road to self-

* Volume I, para. 95.
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government. The Commission deseribe the difficulties of
Burmese representation in the central legislature, andl the

disabilities from which the few Burman representatives must

necessarily suffer in a body preponderatingly Indian®in its
composition and its outlook. We accept their deseription and
we recognize the difficulties.  But the real argument for
separation is that in the words of the Joint Report* ¢ Burma

*

i not India 7. For that reason the growing volume of

Burmese sentiment in favour of separation is now difficubt
to resist.  Bince the publication of the Clommission’s report
the Burmu legislative council has again expressed itself
unequivoeally in favour of separation, and in their letter the
Government of Burma aceept} as *“ unguestionably correct *’
the estimate of Burmese opinion made by the {lommission.i
We accordingly endorse the view oxpressed by the
Commission that, so far as there is public opinion in
Burma, it is strongly in favour of separation. Assuming,
therefore, that an equitable financial settlement Will be made
between the two countries, and that their respective economie
interests will be safeguarded by arrangements which we hope
may be mutually advantageous, we suppart in principle the
proposal that Burma should now be separated. At the same
time we feel strongly that it is a matter regarding which
Indian opinion should have ample opportunity to declare
itself, and we would not ask His Majesty’s Government to
come to any definite decision until there has first been full
diseussion of the whole question at the Round Table Con-
ference. We nceept the view of the Commission that there
is nothing to he gained by postponing separation to any later

stage in the congtitutional growth of British India. Tf

separation be -accepted in prineiple, the present re-
vigion of the whole constitution of government in British
India supplies the appropriate occasion for making the
change.

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

As we have just indicated, we do not contemplate that any
public declaration should be made before the question of the

*Joint Report, para. 198. +Burma letter, para. 2.
1 Volume TI, para. 219.
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“gseparation of DBurma has been considered by the Hound
Tablé Conference. There may even be difficulties in making
aw-announcement before P&wamemaw approval has been
obtairted. This, however, would be a matter between His
Majesty’s  Government and  Parliament, The point  with
which we are concerned is to invite attention to the emphasis
which the Government of Lw ma lay o p:m the need for ex-
pedition, in order that a mew eonsttution for Bur
come into being at the same time as ‘wﬂ ne it
for British I 1c' In view of the large issues involved, we
have some dbubt whether this will in fact be possible ; but,
agfuming that the general case for separation is esmbh@hcd
we agree both with the Commmsmh and with the local Gov-
ernment that an early deeclaration of policy is desirable to
“enable enquiries to be set on foot without avoidable delay, in
order to effect the separation as nearly as may be simulia-
neously with the introduction of the new constitution in
India. . ° »

91. The machmery for enguiry.-—We have menuoned that
large 1ssues are ifvolved, and we shall endeavour to give
2 counected view of the general nature of the enguiries
which seer® to us likely to be necessary before sepuamon can
be carried in to ef*ent in such an event, there would be three
~elasses of matters to be congidered. Tn ¢ the firat phr ¢ a new
constitution for thu gseparated Burma would be reguired.
Secondly it would be necessary {o separate the finances of the
two countries and to determine in other respeets their zw.tua}
ights -and obligations. And, lastly, there are all those
alrangemeatu Whlo may require to be made by agreement
between two separated co untries, arrangements, for instanece,
relating to commercial and trading conditions. The most
that we ean attempt at this stage is ‘io sketch in outline the
machinery which may be neceszary for the investigation of
these several matters.

92. A congtitutional commission—The Commigsion na-
turally do nect themselves undertake to elaborate a constitu-
tion for Burma because, as they say, suggestions from
authorita ative quarters are not as yet forthcoming, and until
the main qnesilon 1g settled, the consaq uent readjustments
are hypothetical. But they indieate* that they do not con-
template that ‘¢ the flamuw of a new constitution for Burma

vould be undertaken w:tthont full consultation on the subject
Wlth those having special knowledge of the working of the

*Volume II, para. 225,
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present government, or until after further enquiry into local
conditions and opmmns . .

‘We should not anticipate that there could be any difference
of opinion on the necessity for appointing some authorithtive
ad hoc body, whether commission or committee, to report upon
a new constitution for Burma. Conflicting views may
be held regarding the exact nature of this body. The
Government of Burma set out two alternatives, either en-
quiry by a Parliamentary commission appointed by Royal
Warrant or enquiry by a commiftee in whigh Burmans
would be included.” For reasons given in their letter the
local Government prefer the former method, but would make
provision to associate a select committee of the Burma
legislative eouncil with the work of enquiry both in Burma
and in Ingland. We do not ourselves feel called upon at
this stage Lo express an opinion on these alternatives. But
there is a considerable Indian population resident in Burma;
and Indian capital and labour play an 1mpoxtant part in
Burmese business. The Government of India could not there-
fore disclaim all concern in the framing of a new constitution
for Burma, and we would expect that in the process of enquiry
Indian opinion would be given adequate opportunity to be
heard on all matters touching Indian interests in, Burma.
These, however, are matters into which we need not now enter.
Our immediate intention is to affirm the mneed which, in
the event of separation being accepted, will at once arise
for full and specific enguiry “into the framing of a new con-
stitution for Burma, a problem which hds .not yvet been
examined. '

While we limit ourselves to stating this broad proposition,
there is one matler of particular importance relating to the
terms of reference to be given to those entrusted with this
responsible task, on Whmh the local Government comment;
and to which we invite attention. When the announeement
of August 1917 was made, Burma was, as it now is, a part
of British India. The progressive realization of responsible
government was promised to Burma equally with the rest of
India. Tt is important that the pledge then given should be
re-affirmed to a separated Burma. In some quarters doubts
have been cast or the motives alleged to underlie official
support to the policy of separation. If for no other reason,
a clear statement of the continuing policy of His Majesty’s
Government shounld, in the event of separation, be publicly
made in order fo sct snch doubts at rest. We agree with the
local Government that the point, which was not overlooked
by the Commission,* can probably best be taken in the terms

*Volume II, para. 225.
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of reference givern to the commission or eommittee appointed
for the purpose of the constitutional enquiry. We do not pro-
pose to discuss the lines on which this enquiry should proceed,
but the organization of the defence of Burma will be a matter
in which, as near neighbours, we may be expected to possess
a continuing interest. For that reason, as also becanse of the
present association of the two countries, we assnme that the
bvdy charged with the copstitutional enquiry will obtain the
views of the military aathérities in India on this guestion.

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

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

It is clear thai the separation of the {finances of the
country will raise extremely difficult issues, requiring close
expert analysig, in the decision of which it will be essential
to hold an even balance between what may be econflicting
claims.  We agree with the local Government that the best
method of appreaching this difficult problem is to endeavour,
by mutual co-operation between the Government of India and
the Government of Burma, to draw up an agreed statement
of the case for reference to an impartial tribunal. The sub-
jeets requiring settlement will be of a technical nature, and
will include, besides the normal questions of the adjustment
of revenue and expenditure, such matters as the allocation
of debt charges and the adjustment of currency arrangements.
No econstitutional commission counld deal satisfaetorily with -
these questions, for its functions would be entirely different,
as also its probable methods of enquiry. In arriving at a

*Volume 11, para. 226, - +Volume II, pages 280-285.
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financial settlement the main point te be considered is the need
for satisfying public opinion in both ecountries that each is
being fairly treated. Indian public opinion would watch this
aspect of the arrangements very jealously, more particularly
the allocation of debt burdens. We believe that a committee
of the I’r i\«v Couneil would be the sort of tribunal most likely
to satisfy Indian opinion. Their decisions could be given on
evidence phwod before them, dssm%ed by expert WltnesseS'
or possibly assessors, from Indm and from Burma.

94. Trade agreements.—There remain the matters to be
settled by agrcement. Those which we have prineipally in
view are conn'\(,{cd with trade and commerce between the two
countries. It might be argued that the consideration of thesc
aspects of the problem could be left over until separation is
eftected, ﬂ financial gettlement reached, and a new constitu-
tion for Burma inaugurated. The contrary view might be
taken by Indian critics, that Indian opinion would only agree
to separation subject to satisfactory arrangem@nfs being
made on such matters. We do not ourselves consider that
this attitude could be sustained, but we recognize that the
knowledgoe that India and Burma were afr’].ccd to work to-
gether to their mutual advantage in regard to these questions
would facilitate the dwoussmn of “the overriding issue of
separation. We therefore agree with the loeal Gnvornment
that in the treatment of them questions, as in the collection
of material on which to reach a finaneial settlement, the ground
shonld be prepared and endeavours made to establish without
further del: W an agreod statement of facts to serve if possible
as n basie for future arranements, which the two Govern-
ments, as they stand to-day, should agree to aceept.

95. numm%ry —After accepting separation in prmmple,
we have in these par'w raphs attempted to indicate in very
gencral terms some of the more important issues involved,
and to suggest machinery for their treatment. Sheuld the
policy of sopamhon be adopted, these matters will require a
very much closer examination in detail than it would be pro-
fitable for us to give them at the present stage, while the
acceptance of the policy itself is still hypothe‘nwal

THE CENTRAL EXECUTIVE.

96. The conditions of the problem.—We come now to the
central Government and the main problem which it presents,
namely, the nature of the central execcutive and its
relations with the legislature. In considering the form of
government at the cen*r it is mecessary to remem%r—" that
we are engaged in a process of transition from = system
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of bureaucratic administration towards full responsible gov-
ern.men‘r The process may be maild to have commenced as
soon as a legislature cmiiammﬁ r elected nen-official element
wag sot up. It has been  de foped by  successive
increases-in the elecied element in ' atnre and in the
powers that the elected element e also by the
inclusion of nor—uhmw Indians executive.. We
dhiave already c::;p ained that > has not
yet come for the finnl ¢ and L;at'
the present be eriod of trans
effective _ partners }‘lp
partuership involves on i
modation and compromise, and the
it may lead to dwmwh of opinion. N Tevertheless it is clear
that on no other principle can we mmect to devise at this stage
a form of government at the centre which will provide for
the essential interests and responsibilifies of Brifain, and
at the same time give scope to the reasonable demands and
aspiratiens of India.

97. The existing form of gowrnment —It may be con
venient at the outset to recall the framework of the existing
strmcture of gov8rnment at the centre. The Governor General
in-Council is - responsible in all matters to the Secretary of
State. The members of the executive Council are appointed
by the Crown and three of them must be persons who
have been for at least ten years in the service of the Crown
in India. The legislature eons sists of two chambers, of which

he first contains a subs ority of elected members,
though the nominated element of 26 official mem-
bers and 14 non-officials is of sufficient S;§6 to play a very
important part.  The non-official Indian members of the
Governor General’s Council have not been drawn from
the existing legislature and do not depend for their
position on its support. The Government endeavour to
accommodate their pai' ey so far as civenmstances pery al’r T
the views of the maj rmfv of the legislature. But this does
not obseure the fact that ultim ﬂfeiv they are responsible to the
Secrefary of State, and that in the Iasfg resort  thers ax
gpecial powers bv Whmu they can seeure what they deem
“cssential in the matter of legislation or supply in spite of
the opposition of the legislature.

98. The working of the em«timg systerm. —TUnity in the
executive.—In our view the main conditions of a strong Gov-
ernment on the lines which have already bheen drawn
1rrevoeably for India are, first, internal unity in the execu-
tive, second, harmony between the executive and the 190“1s1q~
ture and, thlrd, a sufficient backing frem publie opinion.
We propose to consider in the first )Tﬂcm t0 WTM extent these
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conditions are at present realized. The existing system pro--
vides adequately for the firsi condition, namely, internal unjty
in the executive. All the members of the Governor General’s
Council are appointed by the Crown. Aun Indian member, of
Counecil may have made his name in political life, but on
appointment to the Council he would be regarded as a tem-
porary official, more amenable perhaps to popular influences
than an ordinary official, but standing apart from the legisla-*
ture, and for the time being lost to popular polities. The
exeentive thus retaing its unity.

99. Relations between executive and legislafure.—The
gecond coudition however, namely, harmony between executive
and legislature is on this very account most difficult to realize.
There is no effective link between them, and it is important
to see whether their mutnal relations ave such as to avoid
embarrassing the Government as a whole. The Commission
would almost seem {o snggest an affirmative answer. [f-is
true, as they point out, that a large number of Government
measures have been passed by the Legislative Assembly,
and that, though many of these are of subsidiary interest,
some have been of great importance. Jfe is necessary,
however, to look helow the surface. If the working of the
system is analysed, it will be found that an appgeciable
amount of non-controversial business is got through by agree-
ment ; that in matters important in themselves, but which do
not seem to the executive to be in confliet with its vital
responsibilities, the executive s preparved to let its decisions
be largely gifided by the views of the legislature, and that in
matters which raise issuves affecting the ossential responsi-
bilities of the executive, the latter is sometimes able with the
foundation of a nominated official and mnon-official element
totalling 40 out of 145 members to scenre sufficient support
from other groups to get its own way by a bare majority and
after acute controversy. But there ave occasions when the
executive fails to carry in the legislature measures which it
regards as of the first importance, and there are other ocea-

gions when it feels that certain legislation, even if not of an

essential character, ought to be undertaken, but knowing that
there is no chance of carrying it, refrains from introducing
it. Thus, althongh at first sight it might appear that the
executive ig usually able to carry its measures, the real situa-
tion ig that in any controversial issue the Government can
seldom be certain of securing the support of the majority of
the Assembly. Tt is true that their executive powers are un-
impaired, though they are subjected to inevitable and cease-
less criticism. But the diffienlty of ensuring a majority in
the Assembly may frequently be a source of embarrassment

»
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in projects of legislation or in obfaining supply. In these
cirtumstances it is unhkely that what we have deseribed as
the third condition of a strong Government should be realized,
narfely, a sufficient backing from publi¢ opinion. Indeed, as
we indicate below, controversies in the Assembly definitely
tend to injure the credit of the Government in the country.

@
100. Causes of 1ack of harmony.—It is no part of our case
to impute the Dlame for these conditions either to the
executive  or to the legislature. It is merely a practical
illustratiof of a familiar feature of representative goveru-
ment of this type, where an irremovable execcutive is con-
fronted with a popular Assembly in which it can command
only a minority of votes. Personal influence and a spirit of
goodwill may do something to mitigate the tendencies whic

make for disagreement between the executive and the legisla-
ture. = But the tendencies themselves are inherent in  the
system., On the one hand there is a legislature with a
substantial ma30r1tv of elected members Qntrubted with wide
powers but with no real responsibility, The legislature can
and does in mgny matters influence plf‘mundly the policy
of the executive. But it can hardly feel that the policy is
really ifs own. It cannot secure that those who determine
policy should be in general sympathy with its views, nor can
1t be called upon to assume responsibility for the action which
it recommends. In these civeumstances it is natural that con-
-siderable elements in the legislature should deve%p primarily
an attitude of destructive criticism and find themselves in
constant conflict with the executive, partly on the merits of
particular proposals, and partly as a prow%t against a position
which they resent, and from which they can only hepe to
eseape by undermmmg and weakening the authority of the
executive.  The executive on the othel hand, while it retains
its normal powers of executive action, and is even able in
emergencies to override the decisions of the legislature in
matters of legislation and swpply, nevertheless suffers from
. the loss of pub ic credit and confidence which result from
~conflict with the legislature. Public opinion counts every year
for more and is expre%ed in an increasing degree in the
legislature, where it finds a conspicuous platform for the
purpose of extending its own influence and denouncing the
policy and - action of Government. Converselv the criticism
of the executive by the elected members in the Assembly,
characterized as it not unnaturally is by the normal exaggera-
tions of political controversy, receives wide nubhmt?
and support in the press throughout India, and so magmﬁed
has tended to generate feeling and friction. The Statutory
Commission refer rightly to the danger of the authority of
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Government being undermined by continuous and unjustifiable
attacks. Publicity is suggested as a corrective, but satisfae-
tory pubiicity for a Government placed in the position we
have indicated above is difficult to secure. The only effective
remedy is to enlist a greater degree of popular support.

101. Qutline of proposals of the Cominission.—Having
given a general picture of the existing constitution at the
centre and the way in which it works, we have to consider
against this background the proposals of the Commission for
the future. The Conmunission suggest no change as regards
the responsibility of the Governor General in Counéil to the
Secretary of State, and they have been unable to propose
any definite restrviction of the field in which the Secretary
of State will exercise hig powers. In all matters, with the
exception of those covered by the fiscal convention, the prin-
ciple of whieh, however, they do not approve and would not
extend, the Commission contemplate that the Governor
General in Council will remain subject to the order® of the
Secretary of State. The Commission  further insist* in
very emphatic language on the unity of the Couneil. ¢ Unity
in the eentral exeeative must be preserved ap all  costs 7,
They propose to continue the requivement that three of the
members of the Governor General’s Council should be persons
who have been for at least ten vears in the service &f the
Crown in India. They put forward, however, two important
suggestions in connection with the appointment of members of
the Couneil, In the fivst place they suggest that the members
should be appointed by the Governor Ueneral instead of by
the Crown, and in the second place they saggest that some of
the members of the Couneil should be taken from among the
members of the legislature. At the same time they propose
changes in the composition of the legislature which might
have far-reaching effects. They contemplate that the
Assembly should be composed by indirect election from pro-
vineial councils, that its nambers should be raised from 145
to something between 250 and 280 and that the official element
should be reduced from a total of 26 to 12, to which would he
added the members of the Governor General’s Council. We
discuss the general question of the substitution of indirect
election for the present direct method when we come to deal
with the central legislature. But it is in point here to observe
that there is little ground to anticipate that this ch_ange
would produce a legiglature of which it could be predicted
that it would work harmoniously with the executive
contemplated by the Commission. In any case it is evident
that these proposals would completely change the balance of
the legislature, and that the proportion which the official

* Volume TI, para, 165.
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slement bears to the whole would be so small that it would
bb unable to exercise any appreciable influence.

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

: pmctiee they ean hardly produce the strong central Gov-
ernment which the Commission desive to see. Indeed they
carry a stage further a process which we consider has al-

Treadye reach 0@ ih, Hmits of safely. The pcucv pvu“uu d in
the past .w develaping the constitution has been to make suc-

~cessive advanees in the legi Sé‘l‘:.iﬁ‘“, while maintaining more
conservative treatment in the excentive, That may have been

4 wWise cours as a matter of pa}litica} aducation, but 11 other
respects it has had consequences not salutary. As we hav
pointed out above it has tended to foster Luespomibie eri-
tlclsm in the Assemblv, and placed the executive in a difficult

~position, A stage has now been reached when the appropriate

' conrse appears to be to endeavour to bring the develo pment in
the legislature "and the executive into eleser co-ordination.
We should therefore prefer to pursue a somewhat more
cantious policy in regard to the Iem‘%hture, and to congider
whether it is not posmb’e to contemplate some develop*’nenf of
the Cemmission’s proposals for the executive in its relations
on the one hand to the Secretary of State and on the sther to

‘the legislature, which would afford promise of more favour-
ame mhd tions than these proposals, as they have been gene-

ally understood, would appear to contain. Under the pro-
posals of the Commission we fear the executive wonld find
itself constantly faced with the dilemma either of conflict with
the legislature, under conditions in which it could, never ex-

“pect a majority, or of subordination to the views of the legis-

lature. The answer suggested by the Commission fo.this hne
of comment is that in fdct Government policy will be pro-

- foundly affected by the action of the lwislat‘xre, and that ile
executive will to an inereasing degree be responsive to the

-will of the membel s of the Asgumblv This doetrine of ¢¢ res-
onsiveness ’ is one to which we ourselves attach great
importance, but it must be recognized on the one hand fhat it
cannot be applied when the po :palar view is in opposition fo
the policy which Parliament cousiders it necessary to pur-
sue, and on the other hand that when it is applied consistently
it approaches very near to responsibility. Responsiveness to
the legislature is diffienlt to eombine with a strict adher-
ence to the principle of responsibility to Parliament over the
whole field. We shall deal with the matter more fully Iater.
At thig _point we only wish to suggest that the difficulties in-
herent im the situation would be greatly enhanced by consti-
tuting the executive and the legislature on principles which
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would widen the gap between them. We do not deny that -
there must in present conditions remain an appreciable
degree of incompatibility, but our aim should be to redjce
that incompatibility so far ag circumstances permit. If, ag.
we hold, the Commission were right in taking the view that
the present popular character of the legislature should not be
impaired, any adjustment must be sought in revision of the*
composition of the executive or of its responsibilities. In
regard to the latter point we have already suggested that it
may be possible for Parliament to restrict its intergst to cer-
tain definite purposes, a course which would have im-
portant ¢ffects on the relations of the central executive and
its legislature. In regard to the form of the executive it may
be that, in order to obtain a greater degree of harmony with
the legislature, we shall have to sacrifice something of its in-
ternal unity. We do not fail to realize the great imporvtance
of effective unity and shall endeavour in any suggegtions we
make to promote its retention in the greatest degree possible.
But we do not think that all other considerations can be sac-
rificed to the attainment of this one object, or that internal
unity in the executive without any degree of harmony between
the executive and the legislature will yield a strong or even
a tolerable Government. .

103. The possible methods of sharing power.—Exclusion

of certain functions from the field of the central Govern-

ment.—~We have made it plain that in our view conditions at

the centre involve an inevitable duality or sharing of power
between Parliament and the Indian legislature, and we now

proceed to consider the various constitutional forms by which
this esgential fact might receive expression. The most ex-

treme and rigid method would be to exclude certain subjects

from the purview of the Indian legislature, and to administer
them in unqualified responsibility to the will of Parliament.

As a means of dealing with strictly limited problems for very
special reasons it deserves consideration, and we shall discuss

below the proposals made by the Statufory.Commission for

~excluding from the sphere of the Governor General in Council
the administration of the army, and the exercise of para-

mountey in regard to the Indian States. But the objections to

‘any considerable extension of this system are obvious. Con-
stitutionally it may be distinguished from dyarchy in that in

the main sphere of government there would be no division.

But it the excluded sphere were appreciable there would

really be two Governments, and that is clearly not an arrange:

ment which could be contemplated. Moreover, even if the

excluded sphere is limited, such a plan involves a geparation

of the functions of government to which there are substantial

objections, ‘
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" 104. Exclusion of rights of paramountcy in relation to
Indian States.—The specific proposal, however, made by the
Cotimission that in future the Viceroy, and not as at present
the Governor General in Council, should be the agent of the
- Paramount Power in its relations with the Princes, appears to
us to rest on a sound basis and has our full support. We
oive in detail later the veasons on which this conelusion is
based. It is sufficient at this point to state that we regard the,
exercise of paramountey over the States as not one of the
natural fimetions of the Government of British India, and
we recommend accordingly that it should be vested in the
Vieceroy alone,

105. Suggested exclusion of defence.—The Commission
have proposed, for special reasons, that the problem of the
defence of India shounld also be solved on the lines of exclu-
sion. Thgy suggest that a definite agreement might be
reached *between India and Great Britain, acting on behalf
f the HEmpire, whereby the forces composing the existing
rmy in India would no longer be under the control of the
overnipent of Endia, but wounld be under an Imperial autho-
ity, which would naturally be the Viceroy acting in concert
with the Commander-in-Chief, The Tmperial authorities
would undertake the obligations of Indian defence in return
for the continued provision of definite facilities as to recrnit-
ment, areas, transport and other matters. It is suggested
that there would be an equitable adjustment of the burden of
finance, a contribution subject to revision at intervalg being
made from Indian revenues, while it is foreshadowed that the
balance of the expenditure would be borne by Great Brifain.
The central legislature would not vote the annual sum re-
quired for the army, the appropriation of which would be
anthorized by certificate of the Governor General. It is sug-
gested that a committee on army affairs should be constituted,
on which the central legislature would have representatives,
for the purpose of discussing and keeping in touch with
military questions. The military administration would have
to be secured in all necessary control over its own dispositions
and arrangements, and would have the right to demand the co-

operation which it now enjoyvs from the civil authorities.
- We examine elsewhere the more practical administrative
aspect of these proposals. At this point we confine our-
selves to a consideration of the scheme in regard fo its con-
stitutional implications. ‘

106. The constitutional aspects of this suggestion.—The
Commission have been greatly impressed by two incontest-
able facts. The first is that the defence of India involves
interests in which the whole FEmpire is concerned. The
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second is that, though we look forward to a future in which
India will assume 1esponblbxhty for her own defence¥ for
the present and for many years to come the defenwe of
India must rest on an army which includes a large British

element. From these two facts the Commission draw the

conelusion, which we fully aewpt that Parliament cannot

now or in any future which is within sight divest itself of = -

all responsibility for the army in India. The Commission
view this conelusion as involving an obstacle in the way of
progress to tull responsibility. We agree that fhe problem
of do[ ence is the most serious dlﬂlwl*v that stands in the .
way of India’s attainment of fully 1ebp0nuble self-govern-
ment, and that it is likely to continue longest. But at the
.momcnt it is by no means the only difficulty, and we think it
is important not to suggest that its removal would at onece
clear the way to fully 1cspoublbl<, government over the rest
of the central field. It is evident fhat that is nqt the view
of the Indian Statutory Commission. On the scontrary,
according to their plan, after the exclusion of the army from
the sphere of the Government of India, that Government
would still remain irresponsible to the legislature. If i
doubtful therefore whether under this proposal of the Com-
migsion there would be any immediate gain to India’s consti-
tational progress, and we are somewhat appuhumve of a
premature decision. Conditions do not remain statie, and it
seems to us not imposgible that, by retaining the army for
the present under the control of the Grovornment of India, a
workable partuership in its administration may gradunally
be evolved by means of the natural processes that we hope
to see set up by the new constitution. On the other hand we
do not in any way ignore the advantages promised by the
proposal, even if the Full cffects of th(,s(, might not be imme-
diately felt, aud we are of opinion that so far as concerns its
constitutional aspect, much must depend on the attitude of

Indian opinion. If that opinion expressed itself definitely -

in favour of the idea, we should certainly recommend that 16
should be further examined.

107. A scheme contingent on exclusion of defence. ~111 th1s}

connection one of onr number wishes to draw attention to a-
scheme which in his view would deserve.careful consideration,

it it were found possible in agreement with Indian opinion
‘to p‘acu the administration ot the army and the. defence of

India in the bands of the (xovﬂ‘mm, ‘
“barrier to constitutional advance removed, he suggests that a
form of central executive might be considered which would
make feasible a considerable measure of = responsible
“government. The scheme would recognize fully the

.

General.  With this |
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~concern of Parliament for securing certain purposes

hégh we have deseribed elsewhere, and the principle
would be that after providing means whereby the duty
restig on Parliament in respect of such matters might be
discharged, respongibility for the rvest of the administration
would pass to ministers answerable to the legislature.
The feasibility of the scheme admittedly depends in the first
piaoe on an agreement by British and Indian oplmon to
remove the admmwtmtmn of the army from the province of
the Government of India and place 1t i the handg of the

Governor (keneral. With th@ elimination of this responsi-

bility and of the exercise of paramountey over Indian States,
which we have alrveady fccoz‘:mzﬂmud s&o I3 be the function
of the Viceroy and.mot of the Government of India, it is sug-

gested that the way would Le left open for the functioning of
a u‘n‘tdly Uabinet, responsible to the legislature and ‘1411111118-
tering all the 1emammw’ departments “of  Govern ment, but
subjeet tosthe overy 1J1n'>' control of the Governor (;reneral i
all those matters in which Parliament found it necessary to
maintain itsr eronm ibility. Though the administration oi all
subjects, except the two which would be excluded from  the
functions of the central Government, would be conducted by
ministers chosen from and reg_gonﬂble to the legislature, the
ministers® would “in -cases which affeet the 1esmon‘bibility
‘reserved to Parliament be subject to  the exercise by the
Governor General of extraordinary powers of direction and
veto. For the effective exercise of the powers reserved to
the Governor General, it would be necessary that he should
be suitably advised. 1t is suggested that one way in which
this purpose could be served wounld be through the appoint-
ment of two or, if found necessary, more advisers of suitable
experience and standing, who would be charged with the
special duty of pointing ont wbﬂp 2 course oi' action or.
abstention from action was cale mff‘ 1 advergely to affect the
interests which it was the duty of Parliament {o safeguard.
Such advice wonld be fendered in the first instance to the
minister concerned, and in the event of the minister’s refusal
to accept it; it would be for the Governor General to deeidse
either forthwith, or after consultation with the Secretarvy of
State, whether-the occasion demanded the exercise of his
speeial powers.  With the seeretavies in the various depart-
ments would vest the duty of seeing that all important ques-
tions, even remotely likely to impinge on the sphere in which
Parliament maintained ifs responsibility, were submitted to
the minigters throngh the advisers, who would thus be in eon-
~stant touch with fho %mpmtant dm to day administration of
departments. Finally, the Governor General would be armed
with the powers requisite to enforce a decision both in the
Hield of legislation and finance, and the ultimate power of

® x
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suspending the constitution would also be a necessary corol-
lary. It would be specially necessary to provide forghe
responsibility of Parliament in the financial field. Th:fre-
payment of the public debt of India and the interest thereon,
the charges due from the Indian exchequer for the cost of
Indian defence, the pay and pensions of officers appointed
by the Secretary of State, would all need to be specifically
provided for by making them a first charge on Indian reve-
nues, and the management of the currency would need to be
enfrusted to a reserve bank suitably constituted and placed
on a statutory basis. The fulfilment of certain®conditions,
such as the establishment of a reserve bank of this character
and the constitution of a statutory authority for the control
of railways, would precede the inauguration of such a counsti:
tution. These preliminaries, which would be of a definite
and gpecific character, need not however relegate its intro-
duction to an indefinite or unreasonably distant date. ‘

»

It is recognized by our honourable colleague that it is
possible to urge objections, not without. force, to such a
constitntional projeet, and to express doubts, not without
justifieation, as to its operation in practice. The important
question, however, in his opinion is whether on the one side
the proposal to confine the limits of Parliamentary inter-
ference within as narrow boundaries as possible, and the.
manner of its exercise, would find acceptance, and on the
other whether certain inevitable limitations of authority
would meet with acquiescence. The advantage claimed tor
the scheme is that it permits of a unitary Government at the
centre, of a healthy development of parliamentary life, pro-
cedure and conventions impossible under any. dyarchic scheme,
and that it goes a considerable distance on the road to self-
government without the sacrifice of essential interests and
without embarking on a course which in case of necessity
would not permit of reconsideration. Further constitutional
development would need neither fresh legislation nor fresh .
sanction from any authority. Given good sense and goodwill
on both sides, progress would be automatic and would take
the shape of the non-exercise of the Governor General’s
powers of control, which would alone stand in the way of

complete responsible government, except in so far as the
army was concerned. :

Our honourable colleague makes it plain that his plan
is contingent on the acceptance by Indian opinion of some
arrangement in regard to the army on" the lines adumbrated
by the Statutory Commission. So far as Indian opinion has
yet disclosed itself, we see little prospect of any such arrange-
ment being accepted. We do not therefore propose fto
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t arise both in connection with the administration of
finabee and the maintenance of the ultimate responsibilifies
for law and order throughout the country. At this . stage
we merely state the scheme. If, contrary fo our expectation,
Indian opinion were prepared to accept the suggested exclu-
sion of the army from the funetions of the #ceﬂ’fra] (Govern-
ment, it would be necessary to examine more closely these

. dlﬁlcultles and the general implications of this method of
approach te the problem.

; ex%me the practical difficulties which under such a scheme

- 108. The solution of dyarchy.—The second possible method
of meeting our difficulties is to introduce into the central
Government the system of dyarchy. It might appear strange
if dyarchy were adopted at the centre at a time when it has

~ tallen under popular condemnation in the provinees and is
there being abandoned. Nevertheless, we must remember
that in part at least its condemnation in the provmces was
due to the fact that it was only a half-way house, and in the
centre we are admittedly concerned to find some constitu-
tional form which®*will permit of a sharing of power. - Further,
we have to take account of the fact that the Indian bentral
Committee have recommended the introduction of dyarchy
in the centre. We must therefore examine fully the case for
. and against it.
109. Examination of dyarchy.—Dyarchy is the strietly
logical solution of a situation in which it is desired to base
the authority of Government in different matters on ftwo
different sources. It can be claimed that it constituies a
frank recognition of the facts. There is no ambiguity as to
wheve the responsibility for particular decisions lies, and no
blurring of the edges. 1t is a system plain and precise. And
because it eliminates ambiguity it enables each side of the
Governmentl to pursue its policy unembarrassed, in a politi-
“eal sense at least, by the decisions of the other. But, how-
ever valuable dyarchy may have been in the provinces at the
inception of the reforms, in practice it is obvious that a
division of the Government into two halves charged with
~ responsibility to different authorities is at best an incon-
venient plan. It is easier to divide a Government on paper
than it it in actual working, and when dyarchy was introduced
in the provinces it had to be recognized that special devices
were necessary to promote the co-overation of the two parts
which had been formally divided. The Statutory Commission
in their review of the working of the provincial constitutions
are disposed to think that the object with which the system
was established, namely, to make plain the responsibility of
the two sides of the Government, was in fact very imperfectly

B n2
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attained. ** The intention of dyarchy >’ they remark ¢‘ wgas
to establish within a certain definite range responsibilit§ to
an elected legislature. 1If this intention is not carried outfthe
Justification for the constitutional bifurcation and for all the
complications which it brings in its train is diffieult to find ’’.
If, on the other hand, the mgponmluhty on one side to Parlia-
ment and-on the othw to the Indian legislature were cons
stantly emphasized, the task of 10(‘01\01111&0“ these two distinet
sources ol power would be likely to prove inereasingly diffi-
ceult. Ministers would be bound to concentrate pn the ves-
ponsibility which they owed to the Indian legislature and
disregard the embarrassment which their policy might be.
causing to the reserved gide, for the successful working of
which they had no responsibility. If for instance, in  the
contral Government commerce were o ftrangferred subject,
aud finance reserved, it might well happen that a popular
policy in the Commerce Department in regard fo tariffs
might have the most serious cffects on the wnoml' finances
of the country. Nevertheless, if 1’@»;1)<>1’1csibi]1fy for the tariff
policy had been formally mad over to popular contivl
while responsibility for the general finanees of tho countyy
was reserved in official hdll(l.‘a there would be litilo mf]m'e-
ment for the popular ministers to moderate their commersial
policy and gerious frietion would be likely to develop. IUx-
perience seems to show that it is difficult to work in water-
tight compartments. If the endeavour is made, the system
will break down : if it is not made, the advantages of a
formal dyarchy are not clear. It is no doubt arg‘uod that
dyarchy, by relieving ministers of vesponsibility for un-
popular decisions faken on the reserved side, enables then to
coutinue in office wheve this would be difficult it they weove
members of a unitary Cabinet.  We do not under-estimate the
importance of this consideration, or the embarrassing posi-
tion that popular members might occupy in a anitary Gov-
ernment. On the other hand, the formal division of
responsihility tends to confine the effective action of ministers
to the transferrved subjects, and deprives them of the oppor-
tunity of dealing, execept b v way of eritieis 517, with the difi-
cuit problems of Government which arise in the reserved
sphere. Moreover, it must Wmhon the anthority of i»m Gov-
ernment, when one part of the Government can openly dis-
claim respengibility for the decisions taken by the othes.
We are not inseunsible to the fact that in existing conditions

o

there must be an inherent difficulty in d,t‘fammo conaplete

uma,y within the (Government at the centre except at the cost
of serious lack of harmony with the legislature. But unity
should be the ideal, and it does not seem to us to wise courge

*Volume I, para. 232,
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lo, emphasize the duality by adopting a system of formal
dyrchy. We must lock eventually to the emergence of a
mngary responsible government, cmd we should hope that
thi®. might be so aw}ﬁ through a process of &evelupm nt,
whereby the exercise of existing powers will lead by a natural
‘»ranwlou o the acguisition of “fresh powers, and those fresh

powers be exercigsed by men who have alveady acquired
conie andling them. Dyavehy on the other
hand v : i »f the  sphere
of respongibility except by way ol ot transition.

i.mﬁ o ﬁm; could power 5 be trans-

ferred,—The cruci nestion whie arige - in . the
consideration of any pl@p@sai for dy amhy is where the divi-
sion between the 3’*@sez‘ved and transferred spheres is to be
made. The proposal of ml@ Indian Central Committee is that
only the subie ieft and foreign amd p@iiﬁea‘i rela-
;tlons shoud ible to make such
a divigion of ' some. of the
difficulties we 7 mmneetian with
dyarchy would d. The Indian Central Com-
mittee indeed ¢ subjiects oi dcmnﬂ@ anfi foreign
relations are and separable from the
other fufetions of : wnt ag not to produce,
if veserve%, any of the comphca& ms which accompanied the
working of dyarchy in the provinces.  We are not prepared
to go so far as ’z}hs. but it mmy be conceded that defence and
foreign relations could be separated from the other functions
of Lho central G@ver‘ﬂment, if not without inconvenience, at
any rate without eiving rise to some of the more acute
problems that would result from a reservation of other sub-
jecls such as ance and law and order. We are by no
means disposed to under-estimate the advantages that would
be secured from the adoption of any scheme on the lines
Jindieated by the Indian Central f *omqmtow or to press
beyond a reasonable point the administrative ohiections to a
formal division of power. If it were possible to adopt such
a Sc}leme7 Government would be established at the centre
working in agreement with the leg m'aturu, and covering all
the ptmczpai domestic activities of the country, apart from
{hose which would be directed by responsible Governments in
the provinees. There is a strong demand among those who
are stirred by the riging fee]mo of 11\)1{1013‘11"3“ that India
should he allowed to manage Ler own affairs at the centre,
as.in the provinees, and, above all, that she should have a
chance of devising and pursuing a national policy in
matters of finance, commerce and industry, which might
improve the general economic conditions of the country.
In recent vervs there has been an  inereasing volume of
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criticism directed to the poverty of India and  her
economic backwarduess. For these features an alien Goveyn-
ment is held 1bspon51ble There is a widespread bglief
that the economic disabilities of India could be removed foy a
national economie policy, and an equally Wldespread suspicion
that the interests of India and Britain in this matter do not
coincide, and that, as long as India’s economic policy i
controlled by Britain, Ind]a will not have a fair chance of
developing her resources and raising the general standard
of life of her people. We cannot of course admit that there is
justification for this feeling. But there is no dpubt that it
exists, and that it is being used more and more to stir up dis-
coutent azainst the pr esent system of government. If it were
feasible in the way outlined by the Indian Central Committee
to establish the prmmple of ‘responsible government at the
centre, and to put it into practice on a 1aroe scale, particularly
in the economic and financial spheres, it might be expected
that Indian sentiment would be to a great extent satisfied, and
Indian suspicions of the real intentions of Britain allayed:
But all depends on the possibility of an immediate transfer
to popular control of the central administration of finance,
commerce, and law and order. .

111. The problem of transferring finance and commerce.—
It must be frankly recognized that the control of *finance is
fundamental, for finances has a bearing on all the activities of
Government. It is sufficient here to state the position
in very general terms for we deal fully with the subject in
another place. The points which we have found it neces-
sary there chiefly to emphasize are the magnitude of the
interests hitherto safeguarded wnder the ]espons1b111ty of.
the Seeretary of State, and the serious effects which any
transfer of this 1(“]’)()‘1%1])IIILV might have through its reac-
tion on India’s credit.

The financial administration affects the credit of the
country, not merely in the limited sense of determining the
conditions on which it can borrow money, but in the broader
sense of the confidence felt in the administration b'y all those
who do business or have property in India. A serious shock
to India’s credit, leading as it undoubtedly would to large
movements from the conntw of capital both Indian and ‘
European and to a restriction of new enterprise, might have
results so far-reaching as to endanger the entire econcmie
fabric on which India of the present day depends. It would
do nothing but disservice to Indian interests for the British
Parhament to transfer its responsibility for Indian finaneial
administration, nntil the foundations for confidence in the
_poth of ‘(hose who would control affairs under the mnew
rézime had been established. At present, in view of the
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general attitude of Congress and the talk of repudiation of
dept, such conlidence, however unjust this may be to Indu 48
a x%xole, is conspmuously lacking.
[t is not our purpose to argue that these considerations
create permanent and mgurmfmntable obstacles to any trans-
fer of financial responsibility, but the practical conclusion to
Wh1ch we feel impelled is that, before so fundamental a change
can safely be undertaken, there must, on the one hand, be care-
~ful preparation mciudmg the fulfilment of certain Condltlona
which we define elsowhere, and on the other, indian leaders
must collaborate with the Government in the fulfilment of
these conditions, and must on their own account take steps to
create confidence in the policy which an Indian government
might be expected to pursue. We do not wish to exaggerate
- the diffieulties, but we feel that the greatest serviee which the
present Government ecan vender to India is to face them
frankly, and to do its best to work fogether with Indians to
overcome them. We deal more fully with this question in the
section dealing with finance.

In vue important respect commerce 1s hardly separable
from finance, for, the customs head is the principal source of
central revenues, and this fact must have its due place in
shaping tariff policy. It must be recognized therefore that
until findnee is {ransferred the popular control of the tariff
would be incomplete.  But commerce has problems of its own
quite apart from its connection with finance. It may be
difficnlt to devise effective guarantees, which would sccure
British firms and companies doing business in India against
unfair diserimination, and to prowde for the efficient commer-
cial management of the railways, whieh the experience of
other countries has shown may be seriously endangered when
the management is in the hands of those who must maintain
harmonions relations with a popular Assembly. We do not
regard either of these difficulties as insuperable, and in a
later section of this despateh we shall consider them in greater

detail.

112. The problem of traunsferring law and order.—In re-
gard to mternfz] tmnqml?hv, a cmmai change 15 being made
in the provinces by transferring to popular eon‘u ol the admi-

nistration of law and order. Until the regults of this c‘qan ge
have been observed, it does not seem to us possible for Parha—
ment to part with tbo power to !nmntam the ultimate guar-
antees of stabilitv. Tt is sometimes arcued that if law and
order ig transferred in the provinees. lhefo can be no reason
for not following a similar course at the centre. But we have
no doubt that the provincial Governments in accepting the
proposal of a transfer of law and order in the pro-
vinces are to a econsiderable extent relving on  the
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maintenance of existing conditions at the centre. It 1is
the central Government which is responsible for ffhe
ultimate conditions of internal security throughout the efm—
try. It determines the military forces required for this pur-
pose anc their disposition. If lays down principles for the
administration of the Arms Act. On it rests the duty of keep-
ing intact the general struciure of the criminal law and pro-
cedure, which forms the essential framework for the main®
tenance of internal tranquillity. It must co-ordinate informa-
tion and policy in vegard to subversive movements of ~an
all-India character, sneh as those which ave contingiously pur-
sued by the ferrovists and by the communists, or widesprea

anti-government activities such as ihe predent campaign of
civi] disobedience. Tn earrying out these duties it has hitherto
seldom been possible for the exeentive to vely on sapport
from the bulk of populay opinion in the Assembly, and, nnunl
expericnee hag been gained of the manver in which similar
problems arve hondied Tocally  hy  responsible  provineial
Governments, it iy nnlikely that Parliament will be willing {o
contemplate the lransfer to popular coutrol at the centre
of the ultimate safegnards  of  securily  throughout the
conntry. Our honourable colleague who lIes drawn atten-
tior: to the scheme deseribed in paragravh 107 wighes, how-
ever, to make it clear that in his view the saloguards suggest-
ed in thal scheme would be sufficient to justify the degree of
responsibiiity, both in regard to finnvee auwd {to law and

o

order, which iy there proposed.

oy

£, unitary government.—Proposals of the Commis-
Cthere is foree in the goeneral conclusions stated
above, i wonld seem necessary  te look fto some  solu-
tion on the lines of w unitary Clovernmment such as  is
contemplated by the Indian Statutory Commission. But a
decision, in favour of a unitary Government of this type
does not get vid of the difficalty that there must be some
sharing of power hetween two different legislative bodies,
namely, Porlinment aud the Tndian legislature. The Com-
mission were, no doubt, not less conscious than ourselves of
the importance of harmony betweeon the executive and the
legislature, and were anxions that whatever is possible should
be done to establish satisfactory velations between these two
elements. They hoped to achiove this object along three
lines.  Tn the first place they have proposed that the
members of the Governor General’s Couneil should be
appointed not as now by the Crown but bv the Governor Gen-
eral. This evidentlvy introdnces a considerable degree of
elasticity into the formation of the Council. It is not only
that the annointment of members in accordance with the re-
quirements of the local situation would be facilitated, but that
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they would no longer have a fixed term of office of five years.
Usder the new system they would in fact, subject to the direc-
tiog of the Secretary of State, hold office at the pleasure of
the§Governor General. The Governor General would retain
his e\us{mb power to make tules for the transaction of busi-
ness in his Couneil and to distribute poﬁfolies. We presums
that the aetermmmmn of the numbers of bis Council would,
Bubject again to the superintendence, divection and control of
the r-w”wu"* of State, %EJ Wuh hzm The only formal
restriciion ‘that would Iy : 1 of members of
his Uouneid wauid be o , would be main-
taived, under which not than thy £ the mLmL
Connetl muast bﬂ persm cen for ¢
1n the service of the ¢ sty
able 1mportance to ihc @a/,uge SO thod of
: apbom’cmem of the Governor Ge rai 8 Umne& Tt does notk
necessar *iy’ lead dir e@z,ﬁy ‘io ngibl "unmwt but his-
torieally fhe substitufion of : - General for the
Crown 2¢ the appointing aummﬁv has }; oved in the Demi-
 nicns to be an ~1mpom; 1t condition in th devuopm nt of
~responsible government. In "E’@ gecond LLWL the Commig-
sion have snggested that opportunity should be found to
include in the executive Co oun 11 one or more elected mem-
bers of $he Assembly or of the Council of State. Tt is clear
that this proposal has potentialities of great significance, and
these we chall pr ocee‘d 1o examine. Timaln,* as we have al-
ready mentioned, the Commission lay stress on the power
W hfwn the eleeted representatives in ‘he central legislature
possess to influence the executive GOV roment in 21l fields of
administration and lezislation. : resg the belief that
this infl nence will steadily increase and that the executive
will become more and more responsive to the will of the legis-
Iagture. - We haw no doubt that the Commission have rightly
foreseen once of the d ments in the relations between
the execntive and the legislature which must follow on their
preposals.  But we s haﬂ zplain in what way we shouid anti-
: o iong are likely and m
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114. Inclugion of members drawn from the legislature.—

We now proceed to examine the fwo features in the scheme of
the Commission, which seem to us to require further elabo-
ration. We Wdcome as we have said, the proposal that elect-
ed mombers of the A%embly ar of the Corneil of State Jnnuld
be included in the Governor General’s Council. But the inclu-
sion of individuals, however prominent in publie life, will not
in itself secure the object at which we are aiming, nanzely,
“the promotion of harmony between the executive and the
legislature. "As the Commission have pointed® out, there is

*Volume I, para. 235.
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a natural tendency to regard even an elected minister under
the system of dyarchy as in some degree tainted by his agpo-
ciation with Government. When it is a question of joifing
a Government which canpot technically be responsible, §h1$
tendency will be much stronger. Unless something is "done
to counteract it, we fear that the Governor General will be
unable to obtmn for his Council the authoritative Indians
desired by.the Commission, or that if he does obtain them
they will soon lose their authority. This tendency would,
we think, be accentuated by the suggested provision that on
appointment to the executive (/ounell they should cease to
hold their seats by virtue of election. Our view therefore
is that, if real value is to be derived from a proposal which
contains the promise of hopeful developments, it is necessary
not only that the members appointed from the legislature
should retain their seats ag elected members, but  that it
should be recognized that they will remain in touch with, and
Tesponsive to, “their political supporters. We develop in
paragraph 116 below the conditions on which alone as we be-
lieve they might look to retain political influence in the legis-
lature, and so be able to assist Government not only by their
personal eontributions to the problems of adinistration, but
by bringing to Government some prospect of support for
the policy in the framing of which they will have bgen asso-
ciated.

115. The practice of responsiveness.—An examination
of the working of ¢ responsiveness ’’, on which the
Commission lay so much stress, leads us by a different
road to the same conclusion as that expressed at the end of
the last paragraph. Tven at present the executive endea-
vours to be responsive to the legislature. The disadvantages
of the system, however, have made themselves veory apparent
in the experience of tho last few years. We have shown
above how the funetion of the Assembly is inevitably one of
eriticism, as long as it has no responsibility for a constructive
programime, Efforts have been made by the Government of
India, particularly in recent times, to escape from this diffi-
culty by consulting the party leaders on matters of policy
beim o they themselves reach their conclusions. This system
is probably inevitable, given the existing condltlons whick
would in this respect be reproduced nndor the "pr(mosals of
the Statutory Commission, but it has not proved satisfactory.
The party leaders have httle inducement to have regard to any-
thnw other than the popular view as reflected in the Assembly,
and the Assembly having no comprehensive responsibility for
policy is likely either to take a critical and negative line,leaving
tho Government still unrelieved of the remonsfmlﬁv for find-
ing a constructive solution for urgent problems, or to advocate
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proposals, the full consequences and reactions of which on
otRer interests or in other fields of administration have not
p thought out. From the nature of things it is impossible
thag the party leaders should have the same sense of respon-
sibility as members of the Government. Jf their adviee is
accepted and the results prove unfortunate, the diseredit
falls not on the party leaders but on the Government. If on
the other hand their advice is not accepted, the Government
is accused of being vnsympathetic and unvesponsive to the

<

popular view, and there is no improvement in the relations

 between the executive and the legislature. Indeed if the

advice of the party leaders is constantly rejecied, these rela-
tions are likely to deteriorate. Such a state of aifairs

- really makes neither for harmony between the Government and

the Assembly, nor for strength and steadiness of purpose in
the Government, We are convinced that if leaders of parties
in the Assembly are to be taken. into consultation, as they
must be gn any principle of responsiveness, it is better that
they should be inside the Government rather than that they
should advise in an irresponsible capacity from without.

116. How a Sovernment of this type might be expected to
work.—The conclusion of these argunments seems to point to
a Goverpment which, while containing a definite official
element, and not formally responsible to the Indian legisla-
ture, would vet include an appreciable popular element con-
sisting of elected members of the legislature, who might com-
mand - sufficient support in that body to afford in normal
cirenmstandes the promise of reasonable harmony between
the executive and legislature. The proportion which the
elected memhbers should bear to the official members might no
doubt receive consideration, if suggestions on  these
lines  were discussed at the Round Table Conference.
It will natarally  be asked how the -elected mem-
bers of the Government associated with an official element
are to retain their following. The answer is that they must
be able over the widest ficld fhat ecircumstanses permit to
frame policy in accordance with the views of their supporters.

" This in turn implies that Parliament will be willing to define

with some precision the purposes for which it would wish to
exercise ~ its constitutional right of interference with the

~ poliey of the Government of India, and that so lone as the

poliey pursued does not menace the objects which Parliament
declares its intention to safegnard, the Government of India
will be at liberty to manage the affairs of India in close asso-
ciation with the Indian legislature. We chall in a later .
paragranh of this despateh indicate what appear tfo us
essential purposes which His Majesty’s Government must
gafeenard.  On the assumption that the exercise of the duties
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of paramountcy in relation to the Indian States is transferred

from the Governor General in Council to the Viceroy agfre-.
presentative of the British Crown, these purposes mag be
briefly  swnomarized as defence, foreign relations; intdraal

seenrity, financial obligations, financial stability, protection of
minovities and of the rights of serviees vecruited by the
Secretary of State, and prevention of unfair dmcrl—
miviation; The pmm(uy NEs pomibﬂi?’;' for ensuring that
these purposes of Parliament were not ]Fﬂpalﬂ‘d wonld rest
upon ‘tho Gov m*mu Gleneral, but he would have, to assist him
in this task, the three mﬁ(, al members of hig (bovernment,
who would naturally hold the portfolios in which the questions
ol more particular interest to Parliament were likely to arise.
Their pomh(m in the Government wounld presumably ensure
that the gencral administration of such  subjeets  would
be in harmony  with the views of Parliament, andthat
theve would seldom be oceasion {or the 3(}{:‘1‘(&\5}:1}7)/ of State
to interfere by express divection or weto. But $he official
mombers would be part of a Government mn%nmzm‘, if ‘the
system  were working suceessfully, a considerable popular
element in intimate relations with the legislatore. In these
civeumstaneces i scoms eortain that the officidl members would
not press their vuwm bevond the real requivements of the
sttiation, and that the ponular view would receive the fullest
gongideration. ln most cases we should antieinate that the
Government would be able to ro“ch mnited conclusions, which
would not infringe the k‘«b]{)()l’.‘slblhh(% which Parliament
would look to the Governor General and the Beoretary of
State to diseharge. When, however, there was an irreeoneil-
able difference of opinion between the two clements in the
Government, it would be for the Governor General in con-
sultation, vhme necessary, with the Secretary of Btate to
decide which view was to be supported. Tf he accepted the
popular view, the official members wonld have the right to
reeord the wmunri of thelr opinions and have them transmit-
ted to the Secretary of State, and would thus know that they
had discharged their ves ponmblhho by referring their diffi-
enlties to the nllimate authority, whose purposes it was their
duty to safeguard. Tt may be supposed, however, that in
matters which raised such iseues the Governor General wonld
be reluctant to reject the views of his official members. TIn

that case the elected members might either acquiesece, or they

might, whether as the result of pressure from their supporters
or of their own personal convictions, tender their reqw'na—
tions. Tf the elected members resigned on any such issue, it
is possible that the Governor (‘eneml would be unable to O'Gt
other members with a political following to take their place.
In such an event he would be thrown back on the expedient of
replacing them either by non-officials with no popular follow-

L 2
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ing or unconnected with politics, or in the last resort by addi
‘tiothl officials. If this happened the progress towards the
devdopment of responsible government would be interrupt-
ed, But there would be no question of suspending the consti-
tution, and the Government would continue to function, though
it would have to encounter the hostility of the legislature.
The situation however would be no worse than if an nunpopu-

~lar measure or policy had to be pushed through or under the

system sketched by the Statutory Commission. COn the other
hand, we are disposed to think that forces would be al work

:

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

117. Possibilities of deliberate obstruction.—We must
make it plain that the above argument proceeds on the hasis
of a general desire to work the constitution. We have not
overlookgd the possibility that in the earlier years of any new
constitution there may be a party whose object iz to exploit
all political difficulties with a view to wresting from Hig
Majesty’s Government further political advance. The exist-
ence of guch a party wonld nndoubtedly increase the probabi-

Pthe f ~ ing deprived of the support

lities of OV : yei
of the legislature in carrying on his Government, and being
thrown back for a time on an almost completely offieial com-
position.  We should greatly deplore such a contingency,
but, if necessary, it would have to be faced. 1In the long run
we believe that the forces of reason and orderly progress
would triumph over those of negation and obstruction.

%7

118. The scope of the povular element in such a Govers-
ment-—Hitherto we have been considering whether the kind of
Government we have sketched would be capable of main-
taining the objects which Parliament would wish to safe-
guard, and whether in so doing it would be likely to retain
-the popular element. We turn now to the wide scope of
activities and rvespongibilities which would present itself to
the elected members of the (fovernment. In the first place
thev would within the Governor (teneral’s Council be en-
abled to press their views on all subjeets, with knowledge
of the strength which these views must derive from the sup-
port of the legislature. In the second 'place there is a large
gplove with which we should hope Parliament syould not find
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it necessary to econcern itself. . Throughout this sphere gwe
contemplate that the Governor General would be gnided by
the advice of those of his Council who represented the wihes
of the legislature, and we would suggest that the Instrdment
of Instructions to the Governor General should contain a
definite provision to this effect. A convention of this kind
would offer a wide field for constructive work and foe
practice in the art of formulating and carrying through
a popular policy, and thus the foundations of self-government
at the centre would be laid. The official members pf the Gov-
ernment would express their views and give counsel on these
matters, but it would be recognized that here their primary
duty was to see that the purposes of Parliament were not in-
fringed. ’

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

120. Objections to a Government of this type.—We are
conscious that it is easy to take objection to a constitution
drawn on the lines which we have attempted to indicate. It
involves a form of dualism within the Government, it will not
work harmonionsly without goodwill, it can be attacked on
the one hand on the ground that, owing to the strong influence
of the. elected members and the legislature, the responsibili-
ties which the Government of India owe to Parliament will
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not be fully discharged, it can be attacked on the other hand
‘ Ioﬂuts failare to offer clear cut responsibility on the popular
sidd  Most of these objections are inherent in any attempt
to share power. For the success of any such attempt it is
- necessary to assume a measure of agreement. Without this
no constitution will function satisfactorily. It may be that
ome other method than the one we have adumbrated can be
devised. But let the main elements of the problem be
remembered. The = exeeutive must own responsibility in
certain matters to Parliament. The legislature must on any
suppositiorr have a substantial popular majority. If a
completely irresponsible executive is confronted by a pre-
dominantly popular legislature, the result must be intoler-
able f{riction. This is recognized by the Indian Statutory
Commission, who have made certain proposals designed to
reduce the probabﬂltles of friction. We feel that those PLO-
posals point in the right direction, but that in order to pro-
duce a werkable system of Government they must be inter-
preted and developed somewhat on the lines which we have
sketched in the preeedm paragraphs, and that it is essential
to their working that Parliament should be willing to define
~ with sufficient clearness the purposes for which it might deem
it necessary to intervene, There may be other possibilities
more acceptable to Indian opinion, and we consider that any
alternative proposals that may be put forward to safeguard
the purposes of Parliament should receive full consideration.
We have already explained what appear to us to be the
serious difficulties of any statutory and rigid distribution of
subjects of administration to distinet portions of the executive
with different responsibilities. If, however, it would help
the admittedly difficult position of the popular members
under the unitary scheme we have outlined that the con-
ventional division of responsibility within the Government
should be - formaﬂy recogmzed we should be prepared to
make this sacrifice of the forms of unity, provided we might
expect to maintain such a degree of harmony and co-operation
between the two elements in the Couneil as would secure to
the popular element training and experience over the whole
field of Government, and to the official element reasonable
support in the legislature.

121. Powers of the Governor General.—To complete our
picture of the central executive it is necessary to consider speci-
fically the powers which the Governor General will exercise
and the poesition he will oceupy. It is evident that the powers
of the Governor (eneral in relation to the legislature must
remain unimpaired. In Iegard to legislation he must retain
his existing powers of previous sanction and assent, and of
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stopping proceedings on any bill which in hig opinion affegts
the safety or tranquillity of British India. He must glso
retain his power of securing the passage of essential legisla-
tion by means of certification. We think, however, that®the
procedure of certification might well be made more simple
and elastic. The Governor General should also retain his -
emergency power to make ordinances. In regard to the pros-
vision of money, the Governor General would keep his exist-
irg power to authorize, in cases of emergency, sueh expen-
diture as might, in his opinion, be necessary for the safety
or tranquillity of British Tndia. The power of réftoring de-
mands which have been refused by the Legislative Assembly
is placed by the existing Act in the hands not of the Governor
General but of the Governor (feneral in Council. We think
that in the new constitution this power would more appro-
priately be exerciged by the Governor General. 1t will not
be desirable to bring the Governor General in Council un-
necessarily into conflict with the Assembly. The, general
principle of the spggested constitution is that the power to
overrule the legislature should reside in  the Governor
General and we see no reason why this pr:i.n(:iple should in this
one casc he abandoned. It seems to us wiser to place the
responsibility for scecuring supply, as for the passage of legis-
L J

lation, directly on the Governor General.

The relations of the Governor General with his Counecil
will be fundamentally changed by the provision that mem-
bers should be appointed by the Governor General instead of
by the Crown.  The elaborate provisions contained in section
41 of the Government of India Act for the Governor General
overruling his Council will no longer be required. Techni-
cally indeed the Council will cease to be the colleagues of the
Governor General and will become his advisers, and it will
have to be made plain by statutory provision, either direct
or indirect, that if the GGovernor General sees sufficiont cause
he may act otherwise than in accordance with the advice of
Lis Cenneil. We have already explained in paragraph 116
what we anticipate would be the possibilities open fo the offi-
cial and to the popular members when action is taken not in
accordance with their advice. The appointment and dismis-
sal of members of the Counecil by the Governor General will
2 subjeet to the superintendevce, direction and control of
the Secrotary of sState. It may be expected that the Secrciary
of State will not as a rule wish to he consulted in regard to
the popular wembers. But we should anticipate that he would
find it necessary in the discharge of his own responsibilities
to require that the Governor General should not take action

to appoint or to remove any official member without his speci-
fic concurrence.
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4 129, Potentialities of devemfsmtnt Tt must be expected,
thatyany scheme of government at the centre will be judged
by Izmum opinion on the promise it affords of development
into full responsibility. We think that the suggested form of
unitary government leaves the path open for such develop-
ment on hatnral lines, and this is in ovr view perhaps its main

Cdfttraction.  No whrupt '-hangcs would be requived. As Par-

hdlnf st 1«*@0(.\1137047 that the Tndian legislature did not dosire

to pvrbno a poiey inconsistent with Lh@ fandamental purposes
which Pavliement wished to secure, the oceasions for inter-
ference would hecome less fr equeni Simult aneem&,ly the
neeessity for retaining the official element in the  Uouneil
would dimiuish.  This elemeut would with the appiroval of
Parliament gradually be veduced, leaving what would in
. effect be a Government progressively 7‘85}?01181b1°. Develop-
~ment would eome; by normal constitutional evolution, ihmugh
the wise yge by the Indian legislature of its opportunities,
Tntil sueh time ag Indis is-a )le to malke her own provigien
for defence and internal security, we recognize with ﬂze Lf»m-
Jnission that special arrangementsg would be mnecessa v for
these subjects wild fm' foreign policy. But over the rest
of the field the process we have indicated might continue
without imrerruption. This natural growth of the powers of
the Indian legisiature, through Parhanmnt permitting its own.
powers of ﬁontrog retained  for 5pemﬁed purposes, to fall
into disuse, could be acceclerated if the intervening period

,A

LL,‘\‘ Ve

were used to fulfil ecertain counditions, by which Parhdment
might be reasonably assured that its purposes were secured.
As regards mmontlem, Parliament would no doubt require
that ‘adequate provision based on mutual ame!)men’r should
be made foy their rights and interests. 11* the spheres of
finance, commerce and railways, we indicate below the con-
mh(ms on ‘which progress seoms 10 us to depend. Finally,
when Parliament had been assured of the successful working
in the provincial field of the transfer of law and order, it
might be willing to see the central administration of this
subject placed in popular hands.. When matters of this sort
had been satisfactorily adjusted, a wide and de ﬁni%o transfer
of power might take place, for the comple‘tmn of this tagk
would furnish - proof to Parliament of India’s ability to
. assume responsibility for those subjects, over which Great
Britain would at present be likely to feel it necessary to retain
a measure of control. In the meantime the preparatory work
leading up to this transfer of power might be carried out,
with perhap& a large measure of un«mmnfv by the kind of
~unitary government containing a popular element which we
hav soxwht to portray
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. THE CENTRAL LEGISLATURE.

..

123. Two preliminary points.—We began our constlera-
tion of the problem of the central executive by presenting
a general picture of the existing constitution of government
at the centre, and the way in which it works. We discussad
the relations between the executive and the legislature, and
gave some prominence to the importance of trying to establish
reasonably harmonious relations between them. We accepted
the view of the Commission that the present populfar charactgr
of the legislature should not he impaired, and made certain
suggestions which seemed to ug to flow from that conclusion
for the construetion of the central execceutive. The next
matter with which we must deal is the composition of the
central legislature. There are however two preliminary
points which we wish to take. They ave perhaps sufficiently
obvious in themselves, but we think that it “may be an
advantage to state them. The first is again to emphasize
the close inter-relation. between the two questions of the
construction of the executive and the eomposition of the
legislature ; the second, which indeed follows from the first,
is to disclaim any intention of putting forward suggestions

here and now to give the central legislature its final form.

124. The central legislature and public opinion.—The re-
construction of the Indian legislature is perhaps the least
vivid of the issues whieh have arvisen in the recent political
life of India. Under the present constitution the two
chambers were constructed on principles which accorded well
with the sentiment of the country, and it is possible that if
India had not bheen formally confronted with the oceasion
for bringing under review every feature of the constitution,
comparatively little attention would have been directed by
practical necessities to this portion of the structure. So
far as Indian constitutional thought has expressed itself, it
does not stray far from the principles which the present
legislature veflects. For the Assembly a number of the
earlier schemes, and later the Nehru report, proposed a basis
of adult suffrage, but it is perhaps a not unfair comment
that these proposals were either the results of study of-
systems developed in other countries, or were put forward
as a device for surmounting communal difficulties. Though
some provincial committees recommended a limited element
elected by provineial legislatures the general trend of opinion
has been in favour of a directly elected, but enlarged,
Assembly. The alterations proposed by the Indian Central
Committee are matters of detail rather than of principle ;
nomination is used to remedy inequalities in representation.

s
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tg retain officials, and to introduce experts without the right
to vote.

As regards the upper house the prospect of a unicameral
central 18“1@18‘[1116 makes little appeal. The structure of the
Couneil o‘f State has attracted little attention. It is true
that the T\Teum report proposed to compose it through indireet
sclection by the provincial fomwil after the method of

p:mpmtlonai r ‘benthtmh. but the general frend of pro
vinecial opinion ;ezweb the Coﬂ;‘ 41 of State mueh ag 1t 18 now,
and the In,mmz Central Committee wonld alter it only so far

g todnereade 1is nombers.

125. Indirect election proposed by the Commission. ~—We
“now have before us the recommendations of the Commis-
sion for radical changes in the construction of both chambers
avd the substitution of indirect for direct methods of
clection. The views on these recommendations expressed by
local ~ Gtovernments show considerable divergencies, and
opinions within each Government are often divided. The
general impression, however, conveyed fo us by the reporis
of the provineia)] Governments is that public opinion is not
favourable to the changes which the Commission propose.
So far as opinion has yet been made articulate, it appears,
among Hmdus, to be hostile to indirect election ; and among
Muﬂlms, to be divided according to calewlations of ifs effect
on the representation of the Lommunity which it would secure.
We cannot regard ag final any. of the views vet expressed.
I after-full consideration Indian opinion were to pronounce
clearly in favour either of indirect or direet election, we
would only on very strong grounds advise Hiz Majesty’s Gov-
ernment in a contr ar' rsense. Our own view is that on principle
the arguments in favour of direct election’ as the ultimate
system for a Wederal Assembly are the stronger, but we find
definite practical advantages In the scheme of indireet
election which the Commission put forward. The task, there-
fore, which we shall set ourselves in the parvagraphs which
lOHOVV, is 16 try to set out as fairly as we can some of the
merits and demerits of the two systems of electio m, direet and
indivect. But we defer our own final conclusions until the
matter has been thoroughly discussed at the Round Table Con-
ference and Indian opinion has expressed itself fuily.
: Tt will be convenient to deal first with the Assembls v, and
‘then with the Council of State.

The Lower House. ©

126. The federal principle—The Commission have pro-
vosed that the Legislative Assembly should be reconstituted
as a Federal Assemblv* ¢ the members of which would not

*Volume 11, para. 135.
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be diveetly elected by constituencies of voters, but wonid be

mainly chosen, in proportions which we ghall have to indicate,

by the provincial councils »’. 1i the central Government is

to develop on federal lines, the Commission consider {hat”

““ the adoption of a method which will represent the provinces

as such at {he centre is extremely desirable ’’, and seems

almost essential for the ultimate inclusion of the States, It.
may be that the representation of provinees by indireef
election might facilitate af a later date the representation of

the Stales in the Tederal Agsembly, but we would make two

comments. The first is that it is far from certain shat federa-

fion for the whole of India will come about by the inclusion

of the States in the Assembly. It may be that some new

federal vrgan will be developed. The second is that even if
the States did enter the Assembly, it does not appear to us to

be necessary that the method of representation of the States

and the provinces of British India must be uniform. We

should therclore hesitate to put the tederal argument of the

Commission too high.

127. The representation of provinces.—More substantial
wapport for the principle of indirect election by provineial
councils is found in the general rcldhonblnp which the Com-
mission desire o establish between the centre and the p.o-
vinces. They remark that it is important that the Provincial
view should be brought to bear upou central administration,
the more particular function which they have here in mind
being the provision of revenue by the central Government
for distribution to the provinces. So far as this function is
to be exercised through the medium of the provincial fund
proposed by the Commission, we may observe that decisions
affecting this fund will be only occcasionally before the
Asgsembly, and it might be argued with some force that, in
deterinining the composition of the Assembly, we should have
regard to its suitability for dealing with the broad political
issues that will normally be before it, rather than with a
funetion performed only at infrequent intervals. According -
to Sir Walter Layton’s scheme, however, the improvement
of the financial position of the provinces will depend very
largely on the surrender to them of central sources of revenue,:
and from this it would follow that they would have a direct
interest in the whole financial administration of the central
Government. This is a consideration of great importance,
and it would not be unnatural for the provincial Governments
to seek some means of protecting their interests, and for this
reason to support the substitution of indirect election by the
plOVln(‘]dl councils in place of direct election to the Assembly.
At the same time there is room for some misgiving whether

*Volume II, para. 138,
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sq greal a degree of provinecialization would be desirable in
the lower house of the central legisiature. The consequences
on central administration might be serions, and might result
in & policy unfavourable to the general interests of the
country.

128. The responsibility of the member.—Another argu-
‘ment advanced by the Commission is that the method of
indirect election may be expected fo afford ** a closer nexus
between the member of the Eedmal Assembly and the proviu- -
cial councid 7’. The argument is based on the view which
the Commission have taken of the general operation of the
directly representative system, and their conclusion is that
as the members of the Assembly cannot be subject to
any real eontrol by electors in territorial constituencies, they
would feel greater responsibility to a provinecial legislature.
We shall revert in a later paragraph to the question of the
size of copstituencies under the direect method. Here we ave
concerned only with the relations which the Commission desire
to encourage between the Federal Assembly and the pro-
vincial councils. Subject to the remarks which we have just
made, we apprediate the advantages of establishing a link
betvieen the central and provincial legislatures. Indireet
election by the provinetial councils is probably the best method
of securing that purpose; but it would still seem open to
question whether the provincial contingent at the centre
would acknowledge any real responsibility te the provinecial
councils. Tt mns‘t be remembered that members of ihe
Assembly will retain their geats even when plovmc“‘ﬁ digso-
Iution has brought about the disappearance of the electors
who returned them ; and if elecfcd, as sug gested by = the
(Jommission, under the method of propo*“tmnal representa-
tion, the-tendency of each representative would be to look
only to the particular group or interest which elected him.

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

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

*Volnme II, para. 138.
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possible to get rid of specific provision for separate communal
representation. The Federal Assembly would no longer have
to be constituted by the present method of classifying consti-
tuencies. At the outset the system would no doubt prodice
reflection of communal divisions. But in proportion as gene-
ral considerations came to bulk more largely in the political
judgment of the provinces, it would enable members to bes
returned to the Assembly on a more gencral view of their
merils and political opinions. A result of that kind, involv-
ing an automatic decigion of communal claims, wopld in our
judgment be an attractive feature of any scheme, and we
would hesitate to reject any plan which promised to get
rid of precise communal proportions in the composition of
the legislature. But just as in the absence of agreement
between the two major communities separate representation
for Muslims in the provineial counecils must continue, and an
adequate number of seats must be guarantéed to them, so
we think that the question of the abandonment or fhe reten-
tion of direct representation at the ceutre ought to depend
very largely upon the attitude which communities may adopt
towards such a proposal. Subject to this, eand apart from
our own views on the more general aspects of indirect e¢lec-
tion, we wish to make it clear that we do not underyalue its
possibilities as a means of avoiding specific communal re-
presentation at the centre. v

130. Personnel.-—The Commission have not alluded to the
possible effects of indirect election on the personnel of the
Assembly. There is, however, a body of opinion which sug-
gests that the choice of the provincial legislatures would be
more judicious than that of popular electorates, and further
that if election were to be indireet, persons of local position
and experience, who are at present unwilling to face the
trials of popular elections might be more ready to come for-
wvard. We doubt whether the expectation is very securely
founded. Oune result of employing the machinery snggested
by the Commission would very possibly be to induce political
associations or . parties to make special efforts to-capture
seats in the provincial eouncils, not on provincial issues, but
in order to secure the return of members who could be relied
upon to vote for candidates of a particular type to the central
legislature. '

131. The confusion of electoral issues.—Indeed, the réle
which under the Commission’s scheme political associations
might 'play in central and provincial politics raises issues im-
mediately relevant to the success of the new constitution. ’
Under the method of indirect election, it will be the first con-
cern of any party wishing to enter the Assembly to secure its
own electors in the provincial legislatures. The whole
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weight of all-India political associations would, therefore, be
diregcted upon the local legislatures, where the novel exper1~
ment in the use of the transferable vote will itself tend to
throw the business of the eleciions into the hands of party
mandgers.  Again, the Commission appear to assume
that the judgment of the primary elector will have
regard on o provineial issues to  the particalar poli-
cies of candidates and on central issues only fo their gene-

~ral  suitability as  electors for the eentral }efr'sla—

ture. - We doubl whether electoral ¢ umpuwnq wmﬂd prac
tice observe | these  limits, and we should expect Shar ﬂ
simultaneods reference of central aund provincial issués to

the electorate will have a disturbing effect. There ig ?;em:on
to fear that developments on these lines would introduce
divergent issues into provincial politics, and invest them with
an element of confusion and unreality, We regard this as
a real danger in the plan of indirect election b} provineial
councils:

132, -Dissﬁlution —There ig another undesirable feature of
indirect election as -a means of c(mstltutlno the Assembly
which seems to us to be of importance in regard to the posi-
tion of the exacutive. The Commission describe® the in-
conveniences which may arise when a general election be-
comes negessary  on the expiry of the life-time of the
Assembly. Means arc devised by which in such creum-
stances the minimum of.disturbance of provincial legisla-
tures may be caused. It is, we presume, on similar grounds
that the Commission have proposed that the Assembly should
have a fixed life, aud in fact there would be difficulties in
combining a. liability in the Assembly to dissolution with a
similar lability in the provincial legisiatures, We agree with
the Commission that on the one hand general elections in pro-
vinees eannot be entirely dependent on the necessity to re-
constitute the Assembly ; and, on the other, that the choice
of members of the Assembly eannot be left to provmclal legis-
lators, who have not been in comparatively recent touch with
the -~ electors. The proposals of the Commission give this
degree of seeurity to provineial legislatures that at the worst
there is a guarantee of two vears hfe and the date of com-
pulsory dis ssolution i is known. If, however, the Assembly itself
were liable to digsolution, the tenure of all provincial legis-
latures, which had still more than three years life before them,
would be insecure. It appears therefore that on praotlml
grounds an indirectly elected Assembly must be incapable of
oceasional dissolution, and we consider that this must defi-
nitely be regarded as an objection in the scheme. It may be
argued that the weapon of oceasional dissolution eould pro-
bably not be effectively used in any circumstances which could
be expected to prevail during the next few years but we should

*Velume: II, para. 135
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bz unwilling to deprive the Governor Geuneral of this power,
With an Assembly constituted for a fixed period and not liable
te earlier dissolution, one of the normal means of removing
deadlocks would be sacrificed, while the legislature woudd be
guaranteed for a known period against the effective interfer-
ence of the electorate. We greatly doubt whether this counld
be regarded as a satisfactory arrangement. .

133. Review of indirect election.—We have endeavoured
in the preceding paragraphs to run rapidly over some of the
salient points, arising out of the Commission’s recommenda-
tion to substitute indirveet election by the provineial councils
for the present system of direet eleetion by territorial consti-
tuencies. The subject is very complicated, and some of its
aspects are highly technical. Theoretical and practical con-
siderations ave difficult to disentangle, and in estimates of
the manner in whieh any particular elegtoral system may be
expected to  work, there is necessarily a large element of
specnlation.

-
L]

It has mot been our object to indulge-in merely des-
tructive eriticism.  In no country has an electoral system yet
been evolved, which is not open to objection. The choice is
not between a perfeet and an imperfeet system, hut rather
depends upon the balancing of advantages on either side.
We readily admit that indireet election possesses atlvantages
from the point of view of the federal principle which direct
clection eannot give. As a general proposition and on the
congiderations arvising ount of Sir Walter Layton’s proposals
for finanee, we are disposed to weleome a closer eonnection
between  the central and the provincial legislatures. The
chauce offered of getting rid of specific communal represen-
tation at the ceutre is not lightly to be discarded. It is only:
when we set ourselves to examine the actual working of the
indireet systerm, its probable effect on the constitutional
machine at the centre, and its possible consequences in the
provinges, that doubts arise. Some of these we have already
expressed. The confusion of electoral issues between the
centre and the provinces, the dangers of excegsive provin-
cialization in the central legislature, and the election of the.
Jatter for a fixed term, all seem to us to contain the seeds of
future complications. We are also impressed by the objec-
tions to an allocation of seats in the Assembly on a purely
population basis. The alternative is an unequal allocation
somewhat on existing lines, which proceeds from an artificial
weightage of provinces. But any attempt to combine such a
weightage with a natural representation of communities
throughout India bv an auntomatic method is likely to en-
counter great difficulties.

Again, there are troublesome and perplexing details
arising out of the wuse of proportional representation.

* B
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Sinece eight legislatures will be empowered to create a single
legislature, somewhat larger than any one of them, and
containing under the Comml%ion“ scheme approumﬂe}}/
250, members, we would antmipatsl two rvesults. We would
expect that the members of provincial legislatures, as
electors, would be called upon to express a number of pre-
, fewnceg, which must normally exceed thirty and may run to
" considerably Eargm fisures. We have been unable to discover
any sufficiently %11{110(‘01 preeedent {rom which to judge
how the 8Y stem of proportional re pw%en‘(atmz,, when app%led
on this scale, may be expected to function. The second result
of the systern is that the number of votes which would suffice
to secure a candidate’s election by a provincial leg gislatare
would be on an average from province to province as small
as eight.  The use of reqthcueu quotas for a system of elec-
‘tion, which must be_seeret, causes us considerable anxiety, for
weé Gsnvot but attach importance to fears already expressed
that a wide door is thereby opened to the employment of im-
__proper *methods. Moreover, as we have already said, there
- 18 reason fo doubt whether onotas so small will in fact induce
any real sense of responsibility in the successful candidate.

On ghe snm of these considerations we would ourselves:
ineline to the conclusion that a method whereby the Assembly
would De wholly or mainly constifuted by indirect election
would not be quﬁ:a‘ole The certain obiections seem fo us to.
outweigh the possible advantages.

134. A mixed system.—On the other hand, in view of the
real advantages offered by the indirect method, we think that
it deserves consideration whether these advantages could not
by some means be attained without involving the obj ef*i i0ns
to which we have drawn attention.

An Assembly comprising elements drawn from both direet
“and indireet election, securing on the one hand ‘¢ terri-
torlal 2 represenfatlon through indiveet election by provincial
CONTL 11s, and, on the other, uhe represéntation of the ¢ all-
Indin’ pom’t of view and of special interests partly by direct
election and partly by nomination, might seecure adv:ntagos
and eliminate disadvantages on both sides. Smnch a method
of constituting the As aembiv would admittedly still he open
to the disadvant age that it would remove the possibility of
making an effective appeal to the country in the event of dis-
agreement between the executive and the legiglature ; and
for this reason we are doubtful whether such a plan would be
permanently suitable in the later stages of the development
of the congtitution. But it is arguable that this objection need
not he conclusive before complete responsible government at
the centre is infroduced. As a transitional arrangement
during the period, when the relations Letween the centre and
L
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the provineces have to be adjusted and the stresses and strains
created by these relations taken up, there would be much to
be said for having a central Assembly in which ¢ all-India ”’
views and ¢ provincial ’ views could each be stated by their
own respective representatives in debate. We think thas*a
scheme of this nature might usefully be examined. We
foresee difficulties, particularly in the matter of securing pro-
per communal representation, but it is possible that these
might be corrected by providing special commmumnal constitu-
encies among the quota reserved for direet election, this
method perhaps being further reinforced by momiunation in
certain cases. We have not beei able to work out*in detail
an electoral projeet on these lines, but we hope that the prac-
ticability of such a scheme might be considered along with
ather alternatives at the Round Table Conference.

135. Direct election.—We now turn to a brief considera-

ion of the system of direct election. Thé most obvious and
nerhaps the most grave defect of direct representation is, as
the Commission have observed,® ‘¢ the unwieldy. andsindeed
extraordinary size of many of the existing constifuencies ’’,
rendering in their view reality of representation impossible.
The difficulties of polling even a limited clestorate over an
arca so vast and of such varied physical characteristics are
evident. TIn the past direct election has certainly not gecured
that intimacy between voter and candidate which it attains
in small compact countries, and we may expect personal con-
tact to become more difficult when the franchise is extended.
Nevertheless there are other considerations, of which we con-
sider that account should be taken before a definite break
with direef territorial representation is made. ..The real point
at issue is whether the physical conditions of "India in fact
make direet election ineffectual.

We believe the facts to be somewhat as follows. First,
the central elector has exercised the franchise with increasing
readiness and at least as freely as the elector to provincial
councils, A great deal of the business of the central legisla-
ture is as intimate to the elector, and is as fully within the
seope 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. Kven more abstruse matters, such as the ex-
change ratio and tariffs, interest large sections of the elec-
torate. Second, the electoral methods natural to the social
structure of India may be held to some extent to replace per-
gonal contact between candidate and voter, a contact which
adult suffrage and party organizations make increas-
ingly diffienlt in western countries. The Indian elec-

*Volnme II, para. 137.
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torate is held together by agrarian, commerecial, pro-
fessional and  easte relations. It is through these
relations that a candidate approaches the elector,
“andey,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.  More-
over, we are impressed by the further eonsideration that ten
vears ago Parliament of jts own motion set up for the first
time a chreeﬂv clected Assembly, representative of the w hole
of Tudia. 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 representa-
tion. Accordingly, unless new considerations of greater im-
portance have to be taken into account, we feel reluctant aw
yvet to condemn an experiment undertaken so recently in a
country awakening to political consciousness.

136. Advantages and disadvantages.—On these general
grounds we would hesitate to hold that the orthodox method
of representations by direct election is nmsuited to the condi-
tions of India. Tt may be admitted that during these ten
years dirget election has not achieved all the results which
Parliaraent perhaps hoped, nor has it overcome all the ob-
stacles which the vast size of the country and the complicetion
of separate electorates impose. But in many ways its SNCCERS
has been growing, and it has contributed to the strength of
tho Assembly as a focus of national allegiance. On the other
hand it would not provide that expression of provineial views
as such which may be judged desirable in the new. conditiong
contemplated by the Commission. In financiai matters,
in particular, this defeet may be serious. But, as against
a plain alternative of indirect election, we behave ‘rhdt the
balancg of the argument is in favour of the maintenance of

dire ﬁ# eleetion

#137. Summary.—We have now examined briefly the
methods of direect and indirect election. For the civecum-
stances which exist to-day in India there is no parallel in
eonstitutional hlStOI'V, and the question is admittedly very
open. The opinion of provincial Governments is divided in
~regard to it.  Without forming any final conclusion, we liave
xpressed a preference for direct election, but havpksuu gested
hat. it ma:y be found possible to,deuse a..Cc
rect t h might go fa ‘;
t e,.dlffelent cons1derat10ns which have force on cither side.
One of the two preliminary points which we took, when ap-
proaching this question of the composition of the Fndian
legislature, was to disclaim any intention of suggesting its
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ultimate form. Those who support the Commission’s scheme
can gimilarly maintain that its adoption to meet present con-
ditions should not be taken as committing the country for all
time to the indirect method of election. It ig not 1mpo!:~uh1e
that, viewed in the light of practical expediency, the Comrais-
sion’s proposals may attract considerable support. But, in
any case, we feel that the method of election 1s essentml,l\g

watte?, on which the considered judgment of Indian opinion
%hould have great weight. We-would--eurselves by mueh
mﬁummcd by the trend of diseussions at. the hounu Table
(om‘m ence-npon it.

138. Nomination—We turn now to the broari questions
of the wmposmon and size of the Asgembly. The frst point
for consideration is the extent to which a nominated element
should be retained. We have already expressed the view that
the difficulties inherent in the problem at the centre wonld
be greatly enhanced by constituting the executive, and the
legislature on principles which would widen the gap hetween
them. If the proposals we make for a partnership
hetween Britain and India, in the government of Iudia, are
accepted, it would seem to follow that there shounld be part-
nership in the legislature as well as in the exequtive. A
wholly 1(\sp0ns1ble exeeutive would naturally obtaih support
in a wholly popular Assembly. But if at present the execu-
tive must be, either by specific provision ov by convention,
of the (mmp(mto character we have envigaged elsewhere, it
can hardly count on obtaining adequate support for its ad-
ministration as a whole, mm‘o’lv through the connections of
its political members wii,h the legislature. Accordingly, we
do mnot think that the time has vet come for the
abolition of the nominated portion of the Assembly. We
would retain  mnomination for the two purposcs of
curing iunequalities ov defeets in representation by election,
and of obtaining some additional support in the Assembly for
an executive of 1he form which we contemplate. We would
in this way secure an element to represent the unenfranchised
and inarticulate, as well as spokesmen who would explain and
defend the purposes for which Parliament must retain
interest in the administration of India. We would not.
inerease the present number of members entering hysthe
door of nomination, and we would allow the proposals, which
we proceed to make for the enlargement of the Assembly, to
have effect in reducing the wewht which the mnominated
element will in future have in debate and diviston. The
proportion in which nominations might be divided by ihe Gov-
ernor, General between officials and non-officials should we
think be elastic. As harmony between the new executive and
the Asboml“]y grows, as we hope it will, it should be possible
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to make a diminishing use of nomination for the inclusion of
officials.  But the necessity for maintaimno strength in the
central Government  forbids  too rastic a linitation
of the Governor General’s power fo secure some measure of
assufed parliamentary supporz, We hope that the necessity
for the use of that power will finally disappear, but in present
conditicns we consider its 3 etent!cn a wise precantion. We
would therefore mlpo e the present maximum on the nomina-
tion of officials, but others vige lea retion of the
Governor General in hlq ﬁhoiee official - or nown-offieinl
nominess unrestricted.

139. The size. of the Assemably and its life-time.—lhe
total number of the members of the pl‘f—sent Assembly is 145,
We consider reasonable the general desive for some enlarge-
ment, but pzache;ﬂ considerations must, we think, contyol the
inerease in membership. Thers are limits to the number of
officials who can sit in the Asoembly, and limits also to the
extent ta which 1o ﬂm"”‘" i +be used Wlthou‘c embarrassing
results. - While we 1gu s ¢ w some reduction in the oxisting
proportion of nowiinated to elected members, it is cssential
that the relative gtrength of the former should be sufficient to
enable them to dlS(‘h&I g¢ the funetions which we have
described in the preceding paragraph. Our geueral aim
therefore“would be a house somewhat larger than at present,
“and we should - contemplate a maximum strength of 200
members.  We should expect detailed and local examination
to show that constituencies, which arrange the present elocto-
rate in snitable groups, and maintain the ex1st1n_ provineial
proportions, need not number more than about 150, and that
a maximum strength of 200 members would be a’)pwmmt
for a house including also representatives of special interests,
and a nominated element.

We aoeept the proposal of the a‘w’ rigssion and of the
Indian Central (“omnnltteo ‘[hat the life o h As sem’vﬂv should
be five years.

" 140. The franchise.—The problem of the franchise for a
directly elected Assembly has naturally not presented itself
to the Commission, and in consequence has not elicited any
expressions of opinion from the provineial Governments. It
was not mentioned by the Indian Central Committee. If
diredt election is vetained, we would be disposed to favom
gonte extension of the franchlse in view of the smallness of
the present electorate and its o*eneral character. Any reduc-
tion in the proportion of the nominated element in the
Asgsembly, official and non-cfficial, which at present alone re-
presents the unenfranchised and inarticulate, makes an ex-
tension of the franchise more desirable, and we think that the
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franchise qualification should be investigated by the Fran-
chise Committee, with instructions to make suggestions for
a reasonable extension.

141. Constituencies.—We do not desire to cover agam the
ground of communal representation and the forms which it
mwht take, so folly explored by the Commission.® We are
in aceord with their general conclusions and, in thé
absence of agreement a‘r the centre, would feel bound,
in a direetly oloowd Assembly, to retain communal 1epresenta~
tion, derived from separate electorates, approximately in
its present proportions. The territorial constituencies
wouold then be differentiated as non-Muslim, Muslim, Sikh
and Kuropean. We would keep the emstmo' distribution by
provinees, unless on further examination some modification
seemed necessary and feasible, but we wonld aim at carrying
into effect the proposals of the Commission for the elected
representation in the A%cmhlg of thenmodivally administered
areas.. The special interests to Loy mucqented by election
might continue to be those of Jandholdd,r and Indian com-

merce. We think it important that Kurgpean commerce
should he directly represented in the Assembly.

142, IMlustrative statement.—While we have eft open
the question whether the Assembly should be constituted by -
dirvect ov indireet eleetion, we think it may be an advantage
if we show in detail the composition we would snggest for a
directly elected Assembly. The Assemply would have a
total maximum strength of 200 members, including 150 mem-
bery returned by ‘turx.toual conqtl‘mcnmes. The 50 vemain-
ing seats would be filled by the return of 12 members by
direct election to represent the interests of landholders and
. Indian commnerce, and by the nomination of 38 members.

The former category would include, as at present, 7 repre-
sentatives of landholders and 5 representatlves of Indian
commerce. The nominated category would contain a limited
number of officials within & maximum of the present figure
of 26, and would provide for the representation inter alios of
the depressed classes and labour, until condltlons permit the
use of direct olectlon by these interests. '

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

* Volume IJ, para. 70 et seq.



Legislative Assembly.

Revised - Bxisting and revised. distribution of seats among territorial constituencies. *
distribu- S
Existing tion Olf ) - ¢ ® ;
distribu- genetra, Non-Muhammadan. Muhammadan. Sikh, @ Huropean,
Province. tion of osr?a)tlsle Remarks,
general basis of 1
seats. existin s ® i
propof Exzisting. | Revised. | Bxisting. | . Revised.| Existing. | Bevised. | Existing. | Revised:
tions. s
Madras 14 23 10 16 3 5 o . [ 2
Bombay .. 13 21 7 11 4 7 ; 2 3
Bengal . 15 24 6 10 6 4 . . 3 5
United Provinoes .. 15 24 8 13 6 9 i e 1 2
Punjab .o .. 11 18 3 5 8 10 2 3 o .o
Bihar and Orissa .. 11 18 8 13 3 5 e . .
Central ~ Provinces 5% 8 4 & 1 2 *Includes one
(including Bevar). technically
Assam .. 4 6 2 3 1 2 1 1 nominated
seat filled
Delhi i 2 1 i 1 . as the
(General) . result of an
Ajmer-Merwara 1 i 1 i election in
(General) | (General) Berar.
Total 90 145 50 79 30 50 2 3 8 13
North-West Hrontier 1 3 H 1 2
Province, {nomi- .
nated).
Coorg .. 1 .
Baluchistan 1 oo
Total 91 150

el
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The Upper House.

143. The need for a strong second chamber.—‘The Coun-
cil of State », the Commission remark,” ¢ represents the
. more conservative elements in the country and, in particular,
seetions of society which have most to lose by hasty and :ll-
considered legislation >’. We believe that danger of such
legislation will long continue and that a second chamler
will always be required as an clement in the Indian
legislature. There are, however, reasons why at the present
stage the Couneil of State should be composed with *particular
care. 1t is not proposed to have a form of purely popular
government at the ceutre, and a unitary executive, however
amenable to the influence of the Assembly, cannot be directly
respousible to it.” In these eircumstances, we cannot expect
that harmony between the exeeutive and the lower house will
always prevail, and the merits of  administrative poliey
may not iuvariably receive that consideration whjch the
executive would desire. 1t is of importance, therefore, that
there should be a second chamber, so constituted as to be
able to give to the exeeutive reasonable and diseriminating
support. Again, the Governor General will continue to be
charged with the duty of securing those purposes which
will he the concern of Parliament, and it is desirable that,
as far as possible, these powers should not he brought into
play in opposition to the wishes of the Assembly, until the
decisions of that body have been reviewed by the calmer
Judgment of the Couneil of State.

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

145. The electoral method.—The present method of return- -
ing members of the Council of State by direct election has
been sueccessful in composing the upper house on suitable
lines. Our own preference would be for maintaining the nre-

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

146. Nomination.—There are two arguments, which
weigh with us in retaining the existing proportions of elected’
and nominated members. First, we hesitate {o rely altogether
on the qualifications, which will be prescribed for candidates,
to secure an element which has proved valuable in the past
and is indispensable in a senatorial body. In paragraph 8 of
our Refgrms Office despateh No. 3, dated the 6th May 1920,
Lord Chelmsford’s Government made the following observa-
tion : “The functions of such a chamber, as we conceive
them, are those @f a revising body, capable of exercising in
relation to the popular chamber a restraining though not
‘an overriding influence, and its composition is a corollary
of its functions. The members of such a body must be
persons possessing what has been called the senatorial
character ; they must, that is to say, be men who will bring
to bear, on problems of State, the qualities of knowledge,
experience of the world, and the sobriety of judgment which
comes thereby. No form of indirect election could satisfy
these requirements. At its best, this method would produce
a body which merely reflected the views of popular elec-

torates ; at its worst, one which consisted of the delegates
of small electoral cliques ; but in no circumstances could
it yield a true senate.”” We do not now press these views
so far as to reject indirect election altogether. They are
however still a justification for retaining adequate scope to
maintain by nomination the senatorial character of the
chamber. Second, we consider it desirable that for some
time longer the central Government should be able to count
on support from the upper chamber. For that reason it is
 essential that the Council of State should remain a body
of conservative disposition. We would, thercefore, retain
~the power possessed by the Governor General to make
nominations. both of officials and of non-officials, observing
.that the Governor General is at present under no obligation
-~ to nominate the maximum number of officials and indeed in

i
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practice nominates a smaller number. We would hope that
this discretion to reduce the nominations of officials might, in
the future, be more freely exercised than at present and it
might well be that if the method of indirect election + were
adopted, more frequent resort to nomination of non-officials -
might he necessary, in order to vepresent interests or gom-.

munitics which fail to secure representation through pro-.
vineial legislatures,

147. Life-time.—Whether the Counecil of State is elpcted,
dlrecﬂy or indirectly we agree with the view of the Statutory
Commussion that its hife shmﬂd be seven years.

i DEFENCE,
Adwministrative problems.

148. Connection of civil departments with the administra-

tion of defence.—Having described the general administra-
tive and legislative dispositions at the centle, which appear
to us to accord best with present conditions, we desire to
consider in greater detail how these dispositions will affect
some of the imore important of the departments of Govern-
ment. The Commission have fully recognized the importance
of the subject of defence, which indeed constitutes one of
the most difficult of all the problems at®the centre. In
putting forward their scheme, they have been largely
actnated, as they point out, by the desire to remove what might
otherwise form a oontmumo barrier to constitutional progress,
Any proposals designed to produce this result merit the most
areful and sympathetic consideration. We have already
discussed the proposals for the exclusion of defence in 80
far as they afleet the strueture of the eentral executive ;
and we have examined in that connection the suggestion
‘that the removal of the econtrol of the army from the
Government of India would clear the way for comnstitutional
advance. We will now endeavour to consider how the pro--
posal would affect the army administration itself. We have
been impressed by the accuracy and insight with which the
Commission have analysed the problem, and by the in-
genuity of the solution which they propound. The essence
of their proposal, as we understand it, is a mutual agreement
between hrcat Britain and India that for the time being the
defence of India should be regarded as an Imperial con-
cern carried on in co-operation with, but outside, the civil
adminisivation of the country. By a similar agreement, a
fixed total sum would be made available from Ind1an revenues
for defence expenditure, subject to revision at suitable in-
tervals. The idea has undoubtedly many attractive features.
We have however, to ask ourselves two questions, first,
whether, in the endeavour to avoid a constitutional difficulty
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of ‘a speecial character, India may not fall into a  greater’
dal"gu* by attempting to detacn an important funeuon ~of
- Government from its true place in the organic whole : and,
second whether the control of defence can as a matter of
fact bg isolated in the manner proposed, It has to be remem-
b_er@m and experience in all countries during the Great War
has * brought home this lesson very foreibly) —that
‘the  administration of defence cannot be made the
bufiuess  of  one department of  Government alone.

The svccessful eonduet of war does not depend solely on the
st’le‘imjih of the armed forces available, the manner in which
they are raised and controlled, and their general state
of. preoarednesn; but upon the combined efforts of the Gov-
ernment and he; country as a whole. A modern war may,
and generally does, involve all the resources of the nation..
In congidering the wider aspeets of the defence problem, the.
defence administration of the State cannot be dissociated
frowm other branches of the administration, sueh as finanee,
maintenancg of order and the quelling of civil disturbances,
posts and telegraphs, railways, trade, shipping and transport,

labour, health, and even education. The efficiency of = the
ﬁO'h"mw services depcnds to a large extent on the general
efﬁewnev of the nftion in these departments and on the
degree 1o whieh the mational resources have been co-ordi-
natfd in peace, and can be harnessed in war. The respon-
sibility of Government for defence is thus a joint respon81~
bilitv. The Commission evidently had these facts in mind,

for they have laid special emphasis on the necessity for
continuing vnimpaired the help and assistance which the army
at present looks for and obtains from the civil administra-

tion. - If we have correctly followed their line of thought, they
believe that the co-operation of the civil departments in the
day to day administration of defence can be secured on the
same basis of mutual agreement as is necessary to the in-
troduction of their %hcme as a whole, though the means for

ensuring such co-operation must in the final resort rest in the
hands of the Governor General. We have to examine thig
assumption from the practical point of view.

149. Position of the Army Department under the existing
system.—In the central Government as at present constituted,
there is ne fundamental difficulty in correlating the ao‘(lntws,
and defining the responsibilities, of the various eivil depart-
ments in ugald to defence. Questions, which are the joint
concern. of the army and oune or more civil departments, are
dealt with under the ordinary. inter-departmental routine of
the Government of India, and decided ultimately, in the event
of disagreement, by a reference to Council. It is true that
the mrocedure is sometimes found to be cumbrous, and that
the need for a co-ordinating institution, analogous ‘mzthe

K
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Gommntee of Tmperial defence, is not infrequently feit. This
iy at the most, however, a remediable defect in the adminis- .
rative machinery. The Government, in itg present unitary
orm, does provide the means of s,olvmg depa‘rtmenml_dlfter—
~ences, and precludes the possibility of deadlock. :

- 150. Qur apprehensions regarding the position of the
Army Department under the Commission’s proposals.—We do
not feel sure that this would still be the case under the arrange-
ments proposed by the Statutory Commission. The Army
Department would cease to be a constituent unit of the
central Government. It could no longer rely on its position
as a dendrtment of the Government of India for support
wher ¢laiming the co-operation of other departments, or en-
deavouring to impress upon them its peeuliar requirements
or pomts oi view. The burden of persuading a civil depart-
ment in the last resort to take or withdraw any action in the
interests of the army would rest upon the shoulders of the
Governor General, whose task would be made no easier by
the fact that the central Government had been dgprived of
its direct share of responsibility for defence. It is not,
in our opinion, merely a question of the provision of faeili-
ties in regard to 1eum‘rment transport, gmd other matters.
The Army Department ig in <'0nmct with civil departnients
;frmn day 1o day. At present it-deals with.them on an_ eq*ial
ifooting : hut if it became. an. authonty separ
: entral Government, some friction would alm: eertamly
‘engue. The p(m’rum of an excluded Army DepartmenL would,
‘we 1hink, be diffienlt cnmwh even if the central executive wele
constitnted, as the Commission propose, with an official ele-
ment, and were not responsible to the lefﬂslature But if the
exclusion of defence fulfilled its avowed object of removing
the constitutional barrier to complete self-government and
the Army Department, administered by an Imperlal agency,
found itself in daily contact with a central Goverm 1ent
regponsible to the legislature in all respects, we. apprehend
" that the possibilities of frietion would be greatly inereased.

151. Arguments on the other side.—It is, of course, pos-
gible that we have over-estimated these dlsadvanhwes. It
may be contended that so far ag the provinces are concerued,
should effect be given to the constitutional proposals of the
Commission, the co-operation which is needed for the success-
ful administration of defence must depend in the first
ingtance on goodwill and mutual understanding (the ulti-
mate power resting in the hands of the Governor Gene sal),
whether the army remains an integral part of the Govern-
ment of Tndia or mot. In regard to the centre, it might fur-
ther be argued that as a matter of fact conflicts between the
army and the civil departments are not frequent, and that it

%
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ig hardly reasonable to assume that antagonism and opposi-
tion will become the rule, and co-operation the exception,
merely because the army has been placed, for administrative
purpeses, under the Governor General. Though under the
~Commission’s proposals the army administration wonld be
- outside the Government of India, the responsibility of the
lat:i;er te co-operate in the defence of the country would re-
main uvnimpaired, and the powers of the Governor General
~would be in reserve fo enforee that responsibility. Tt might
also be questioned whether an army adminisiration, excluded
by mutual agreement from the Government of India, would
be faced with any greater difficulties in securing ec-operation
ard co-ordination of effort than an army administration form-
ing part of a Government of India, which was in othier
matters responsive to the legislature. We do not ourselves
hold these views, but we think it desirable, in connection with
go important a proposal, to state the arguments on either
gide. e ;
152. In the legislature.—The removal of th mmander-
in-Chief-and the Army Department from the Government of
India might lead Yo complications in the legislature. The
Comnigsion observe that the Army Secretary would be
available du the Legislative Assembly. He would however
cease 10 be an official of the central Government, and, as that
Government would be divested of its share in the respon- |
_sibility for defence, he would aet, not as its.spokesman, but :
ag the mouthpiece of an Imperial agency. His position in the
- Assembly as the official exponent of policies for which th
Government of India were not responsible, would be in ounr
view. anomslous aud embarrassing. There is already a ten-
dency to criticize the existing arrvangement under which the
Army Department is represented in the Assembly by a See-
retary, and not by a member of the Government. We think
- that there might be greater cause for dissatisfaction if the
spokesman on military matters were not even an official of
the Government of India. The Commission indeed propose®
that the Leader of the Federal Assembly should take charge
of iraportant debates on military subjects : but although the
Leader of the Federal Assembly might personally carry great
weight, his réle, in army debates, would be merely that of aa
Cadvocate briefed for the oceasion. ‘ ‘

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

*¥olume II, pars, 170.
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mittee, wid had opportunities for the discussion of auny
pohcy, ay 1he Commission suggest.

153. Effect upon the Indian soldier.—Our arouments 80
far have dealt with the administrative objections that\mwht
he urged against the Commission’s proposals. There "
another important aspect of the matter. The Commi,%"un
Pave stated” in their report the main argument on which their
proposal is based. It is the prmmpk that the protection
of the frontiers of India, at any rate for a long time to eome,
should not be regarded as a funetion of an Inghau goVern-
ment in relation Wlth an Indian legislature, but as-a matter
of supreme concern to the whole mpire, which can only be
effectively organized and controlled by an Imperial agency.
We do not here wish to enter into the question of the degree
to w ]ncb the defence of India may be regarded as an Impcrlal
rather than a purely Indian concern. We do consider it
'1'elevant however, to note that the greater part of the rank
and file of the ar my in this country consists of Brikish Indian
subjects. The Commission’s proposals might be thonght to
have the effect of removing Indian officers and men from the
service of 1he Government of India, and of turning them Jnto
employees of an Imperial agency, whose policy might be
dictated to a large extent by “the War Office. It.is possxble
that the cffeet of this change in the status of the Indian
solcue1 would not 1mmed1atcly be felt. Under the Commis-
gion’s proposals, the army would still be direetly subordinate
to the Commander-in-Chief, and would still be under the
gupervision of the Governor General. The dissociation of
the ary from the Government as a whole might,- ‘howover,
in time produce reactions unfavourable to the Indian soldler
during his army career, and might also tend to deprive him
of tho protection and hympathv of the civil admuustmf'nn
in his retirement,.

The advocates of exclusion may reply that here also the
oodwill and co-operation of the provincial Governments must
e assumed, and that, if these are not rea,dﬂy forthcoming, the

Governmont of Tndia would at any rate be in no better a posi-
tion thau a separate Army Department to secure the interests
of individual soldiers and pensioners. We do not ourselves
hold this view. We believe that, in this as in other matters,
the representations of the (mvornmeut of India are 11ke1v 1o
earry more weight with local Governments, no matfer how
autonomous, than those of a detached authority.

154. Coxclusion : the army should preferably \,,,Mx;emai:n

" under the Government of India—Our conclusion, after
weighing the “arguments on both sides, is_that it would - be

*Volume I1, para. 208.
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preferable . that the Government of India shounld = retain
its control of the administration of defence. The Commis

sioit, the m@elves However, recommend the adoption of thmr
scheme ouly on 'the under standmh that it meets with aceept-
ance. If Indian opinion were decidedly in its favounr, we
should he prepared to recomsider our views. The propasal
hitherto does not appear to have enlisted any publie sapport.

155. The portfolio of defence—If this view is accepted,
the portfolio of defence would continue to be held by a
member of the central Government. This brings us lo the
uest, _the position of the (*onm‘a,ndeltm Ohlet We
consider that there is great force in the Commission’s re-
commendation that the Commander-in-Chief should ecease
tc be a member of the ceniral Government, occupying a seat
in the Indian legiglature., The present official position of
the (()mmander-m Chief, combining as it does the funec-
tion of the supreme Commander of the forces in India with
that of permanent Armv Member and Government spoies-
‘man on army affairs, is becoming increasingly difficult and
embarrassing.  Phe problem had a‘riben before the appoint-
menf of the Statutory Commission, and we had already for
some time been considering the pObSlblhty of some snch solu-
tion ag the Commission propose. We agree that the
Commander-in-Chief should cease to be a member of the
‘Indian legislature : and we recommend that hJ place in
that rcbpect should be taken. hy a civilian member for de-
fenee,. who . wounld become the re ooz}s‘ﬂﬂe member of Gov-
crnment and Government spokesman in the legnslatwo in
all matters of defence policy. This, in our opinion, would
_constitute the simiplest method of relieving the Commander-
in-Chief of duties which are extraneous to the nature of hig
profession and dppoin’(mom The change would involve no
diglocation of the existing machinery and the actual conduct
of business between the Afnn, ﬂpmav‘rme nt and Army Head-
quarters would proceed on the existing lines. The Com-
mander-in-Chief should, however, retain the right of direct
access to the  Governor General, and  should, as a
matter of rule, be présent in Council when military affairs
arc cdiscussed. The mutual relations of the Commander-in-
Chief and a ecivilian defence member would not present
the “diffienlties that were found to arise when the Com-
mander-in-Chief and the military member, hoth high mili-
tary officers, were both also permanent members of  the
Executive Couneil.

156. The army estimates.—We find ourselves in agres-
ment with many of the Commission’s observations on the sub-
ject of military expenditure. Tt will be for His Majesiy's
Government to consider whether the Commission’s argu-
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ments in favour of w subsidy from Imperial revenues
should be accepted, and whether the Government of India
can establish a claim to a fixed contribution determineg by
the factors to which the Commission have referred. Ve
are in faveur of the proposal for the constitution of a com-

mittee on army affairs, including members of the central

legislature, for the purpose of discussing and keeping in
touch with military questions, as  recommended® by the
Commission. We ave also in favour of the Commission’s
suggestion that military expenditure from Indidn revenues
should henceforward take the form of an annual fotal sum
fixed for a pericd of years, and revised at intervals. The
general position ef the legislature in regard to defence matters
ghould, however, remain unchanged : in particular, the exist-
ing facilities for the annua! discussion of military poliey and
expenditure, in the couvise of ithe budget  debates in the
Assembly, should continue. To.

Indianization.

157. The Commigsion’s survey of the problem.—In chapter
10 of the first volume of the report, the *Commission have
presented o comprehensive picture of the military problem,
notable for its impartial, yet sympathetice, treathent of a
most difficult subject. That the Commisgion recognize the
supreme importance of this question is wmade clear
in the first sentence of the chapter, where they observe that
in considering the implications of the policy, to the pursuit
of which the British Parliament ix solemnly pledged, for the
inereasing association of Indians in every branch of Indian
administration, and for the development of responsible gov-
ernment in British India, no question is at once more difficult
and more crucial than the future organization, recruitment,
and control of the army in India.t We think it worth while
to quote in full one passage ;i
¢ For the purposes of the constitutional inquiry
upon which we are engaged, the method by
which Indianization might proceed is not
se¢ immediately important as the fact that
it has at length begun, and that it is
recognized that the pace at which it pro-
ceeds is conditioned by the efficiency of
the results obtained. A completely — self-
governing India must be in a position to
provide itself with armed forces, fit to
undertake the tasks which armed forces in
India have to discharge, so far as those tasks
*Volume II, para. 210.
tVolume T, parsz. 111.
{Volume I, para. 125, ' .
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are the special coneern of India itself. It is
not to be supposed that units reeruited in
(] Britain and officered by British officers are
going to be mercenaries in some future India
where the ultimate military authority rests
. with an Indian Minister for War or with
. an Indian Cabinet, responsible to an Indian
oleeted’ Assembly: Indian nationalists are,
Jherefore, pf\rf'eoﬂv right in 1‘»'taching great
imporf:aaee {0 army queabom in India in
relation to India’s constitutional de‘;felon—
ment. It is essential to the honour  of
Britain, in relation to the assurances which
have been given that we are sincerely aim-
“ing at the att‘unmem of self-gove rament in
Indla, that the transformation should be
=® given every fair chance. The change 1is
bounu to be slow, and it is much move likeiy’
to come about smoothly and successfully,
if theedifficulties are honestly faced on both
sides in a spivit of complete goodwill.”
‘ These words sum up clearly and succinetly the whole
problem of Indianization. It is of paramoupt im-
poriance that we should satisfy Indian public opinicn that
we a]"’ in earnest in our policy, and that our wmeasures of
Indianization are directed towards a definite goal. It is
eyually important that cur erities, on the other hand, should
recognize that the maintenance of efficiency is an i‘q(‘i%pon—
sable condition of progress; and that this plea is not raised
for the purpose of obstructing legitimate demands.

158. The Commission’s recommendations.—The Commis-
sion have put forward a tentative proposal®* for the develop-
ment of a separate army of a dominion pattern, recruited for
purposes  of internal order, but sharing with Imperial
troops the burden of external defence. This army, if aund

~when ereated;, would be under the control of an Indian
minister. The suggestion is repeated in paragraph 211 of
the second volume, where it is further made eclear that the
dominion army would be independently paid for and eon-
trolled, and contain no British element. The Commission
recognize, however, that the suggestion rai o5 many diffi-
culties, technical and financial, and that the fime for so
considerable a departure from the established organization
has not yet come. We shall return to this bub;;eet later.
For the present the Commission urge that we should go fov-
ward steadilv, as we are pledged fo do, with the Indianiza-
tion of the army, subject only fo the gverriding requirements

*Volume I, para. 126
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of military efficiency : and they consider that this obligation
should eontinue to be honoured in the letter and the spirit
if the army in India were to pass, as they suggest,” ogt of
the control of the Government of India. We need hardly
say that we accept this view of our obligations. Our present
policy of Indiamzation is indeed based upon it. We believe
that the pursuit of that policy, in the language of the fore-
word published with your predecessor’s approval to the
report of the Indian Sandhurst Committeee, ‘¢ offerg the sure
stable line of advance towards the creation of & dominion
army . - By ‘¢ the creation of a dominion army '’ we mean
the evolution of a self-contained Indian force, to be com-
manded and officered eventually by Indians and to be under
the control of a self-governing India. We propose to describe
briefly the progress that has already been made in Indianiza-
tion, since the announcement of decisions on the report of the
Indian Sandhurst Committee, to state the “postbion now
reached, and 1o indieate what the next steps in advance are
likelv to be.

159. Progress of Indianization since <1928.—In March
1928, we announced that in future the number of vacancies
available for Indians at the Royal Military College, Sandhurst,
would be incereased from ten to twenty a year, and that some
vacanecies would be thrown open to Indians at the Royal
Military Academy at Woolwich, and the Royal Air Force
College at Cranwell. The first examination under the new
conditions was held in November 1928, but it was not until
the November examination of 1929 that, for the first time,
the nvmber of Indian candidates qualified for Sandhursi .
exceeded the number of vacaucies offered. At that examina-
tion, eighteen candidates passed the examination, against ten
vacancies. At the same examination, six Air Force candi-
dates, 7.¢., the minimum number required to initiate an Indian
Flight, snceeeded in qualifying for Cranwell, and two Indians
also passed into Woolwich, Up to that point, no Indian had
passed for either Woolwich or Cranwell. We have vecently
received final results of the examination held in June 1950.
Two candidates succeeded in qualifying for Woolwich, and
ten for Sandhurst. The number of those qualified for Sand-
hurst was therefore, on this occasion, exactly equal to the
number of vacancies offered. For future caleulations, it may
be assumed that the number of candidates qualifying for
Sandhurst will not fall below the present number of vacancies,
namely twenty a year. Mo these should be added a number
of Viceroy’s commissioned officers nominated to Sandhurst
as Viceroy’s commissioned officer cadets. The prescribed
annual maximum for such nominations is five, but for the

*Valume II. para. 211.
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present not more than two or three suitable candidates arve
likely to be fortheoming from this source every year. In
-addition, we may expect an average of three or fonr candi-
dates a year qualifying for either Woolwich or Cranwell.

160. Number of Indianizing units required.—An anmual
~output of twenty officers with direet commissions from Sand-
“hurst, together with an anuual average of two or three
Vlceroy s commissioned officers granted King’s commis-

gions, will, in the course of time, supplv an officer establigh-
-ment suﬁiment for a complete infantry division of twelve
‘battalions, a pioneer battalion, and a brigade of three regi-
‘ments of cavalry, together with an adequate margin for
‘ancillary departments, staff and command appointments, and
for wastage in premature retirements and transfers to civil
departments The calculation assumes the conversion of the
officer establishment of Indian units from the existing pattern,
which »tonsists of {welve to fourteen King’s commissioned
-officers and nineteen or twenty Vieceroy’s commissioned
‘officers, to a homogeneous cadre of twenty-three to twenty-five
‘King’s commissioned officers. Our scheme therefore ab its
present stage, envisages the Indianization in all of sixteen
units of cavalry, infantry and Dpioneers, in addition to
such units of artﬂlery, signals and engineers as may
hereqfter be officered by Indiang from \Voolmch and to
‘the air squadron which we hope to raise 3radually with
Indian officers trained at Cranwell. The eight units hitherto
- set apart for Indianization are still officered on the pattern
mentioned above. But these officer establishments will in
the course of time be insufficient to accommodate the increas-
ing number of Tndians dommissioned through Sandhurst.
It will then be necessary either to set apart more units for
~ Indianization or to begin the conversion of the officer estab-
lishment to the British pattern, or to introduce a combination
‘of both these measures. We have not yet decided which
procedure we shall adopt. An important factor in the deei-
sion must naturally be the necessity of securing the rights
“and prospects of the Viceroy’s commissioned oﬂlcen and of
the sepoys and sowars who enter the army with the amhltwn
of being promoted to Viceroy’s eommissioned rvank.

161. Question of an Indian military college.—The in-
ereasing numbers of successful Indian mm.ldates at these
examinations bring us near er to the point when the ques-
tion of the estabhshmeu‘s of a military college in India
must be decided. The Indian Sandhurst Committee, in
paragraph 44 of their report, stated that according to the
expert evidence they had received, the desirable number of
candidates for the starting of am Indlan military college, if
it were to have an efﬁment organization, was 100. They
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accepted that as the initial number, and proposed that the
college should be inaugurated in 1933, with an intake of
33 cadets in that year. The ostablishment of 100 wass 10
be reached in 1935, when the first batch of entrants would
be commencing the third and last year of their course. The
Commiitee, in their recommendations, followed the models |
provided by the Dominion military e*ollevos at Kingston and
Duntroon, where the normal course of tl aining is three or
four years : and we agree that the Indian military college
when established should be on the lines of thost colleges
rather than of Sandhurst, where the eourse lasts for eighteen
months only. We also agree with the Indian Sandhurst Com-
mittee that 100 is a desirable number, though not an indis-
pensable mintmum, for the foundation of an Indian military
college. To absorh an annual output of 33 officers, if thut
were ﬂl(, figure accepted, it wonld be necessary in course of
time to (mpdnd the number of nnits selected for Indianization
from sixteen, the number required for the present output up
to about 25. The rate of progress of Indianization in artillery,
engineers, blgnals, and air umts, is at presept too uncertain
to be included in this estimate.

162. Arguments that might be urged in favour of Sand-
hurst from the military point of view.—The alternative to the
creation of an Indian military college would be a further
inercase in the number of vacancies available for Indian
cadets at the Royal Military College, Sandhurst. His Excel-
leney the Commander-in-Chief points out that there is much
to be said for the retention of Sandhurst as the training ground
of Indian King’s commissioned officers as long as possible,
provided that the progress of Indianization is not thercby re-
tarded. The traditions which have been established over long
years at Sandhurst, and the ‘fact that the Indiam cadets there
- mix freely in work and games with boys from English pub-
lic schools, have undoubtedly a beneficial effect. It can be
shown that many voung Indian ecadets, after a Sandhurst edu-
cation, are holding their own with their British contempora-
ries : and those who advocate the retention of Sandhurst
feel no doubt that the same results would not be obtained
from a eollege established in India, which for many years to
come would have no such traditions as Sandhurst and no cor-
responding esprit de corps. While sympathizing with the
wide-spread desire among Indian public men to see a military
college estabhshed in Indm those who hold this view ave
definitely of opinicn that the plesevt high standard of edu-

cation, combined with the surroundings and traditicns of
Sandlmrst resulting in the formation of character, will not
be maintained in au Indian college, and that the quahty of
young Indian officers entering the army will consequently
deteriorate,
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163. Arguments that might be urged in favour of Sand-
hurst from the political point of view.—Indian political
opinion Lias hitherto expressed itself clearly in favour of the
ereition of an Indian military college in accordance with
the recommendation of the Indian Sandhurst Coromitiee. The
eofsiderations stated in the preceding paragraph might

“however be acknowledged by some of those who press for an
Indian military college, if they could be assured of a guaran-
. tee that the retention of Sandhurst would in no way prejudice
the rapidity of Indianization. Indian sentiment, both within
~and outside the army, aitaches considerable value fo the
hall-mark of Sandhurst. One of our Indian colleagiics has
expressed the view that it would be better that India should
eontinue for some time vet without a military college of her
own, than that Indian officers should come to be regarded as

_ possessing qualifications inferior to those of their British
contemporaries in the Indian Army. He fears that this argu-
ment of inferiority might be used to retard the pace of Indiani-
zation in future, and he observes that if it is found neces-
sary fos® voung Indians appointed, for instance, to the Indian
Civil Service or the ¥orest Service, after open competifion
in India, to be sent to Hurope for further training, a period
of training in fingland would seem equally necessary for
young Indian officers of the army. It would be possible to
point, in illustration of this argument, to the proposal of the
Indian Sandhurst Committee that Indian cadets, after com-
pleting their course at the Indian military college, shonld be
attached for one year to British battalions stationed in the
United Kingdom. To cite another instance, although the
teaching in Indian Universities has reached a high standord,
there is still in India a great demand for admission to British
nniversitics.  Kven if the Indian military college, therefore,
produced from the outset officers as good as those trained at
Sandhurst, the fact might not be recognized for some time by
the Indian or the British public. He further urges that inas-
much as any expansion of Indianization will involve a decrease
in the number of British officers of the Indian Army, there
ghould be less difficulty in accommodating the inereasing num-
bers of Indian cadets at Sandhurst. If therefore His Majosty’s
Government could arrange to secure the admission of Indizn
eadets to Sandhurst to the extent which the progress of
':fndianizai.ion required, there would be grounds for postpon-
Ing the establishment of an Indian military college for a
'+ éonsiderable time to céme.  An Indian military college is
moreover beund to be expensive, both in its capital cost and

1n 1ts recurring charges, if it is to be founded and maintained
on lines comparable to Sandhurst. He anticipates that. frem
the politiea) and financial, as well as the military, points of

- view, ihe alternative of retaining Sandhurst may find some
support.
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%4 Arguments for an Indian military college.—On the
other hand it may be argued that a course of three, ov pos-
gibly four, years in an Indlan milifary eollege, begmmnn inthe
seventeenth or eighteenth year of age, when boys are still
compruahvoly unproqmonalﬂe could be made at least o
effective as the training imparted during eighteen months®at
Sandhurst to Indian cadotb, who mr(-ly go there, under the
present cystem, until after they are nineteen. The advan-
tages resulting from .mswcmtmu with British contemporaries
ml‘*ht perham be secnred, when the fime comes, in another
way, namely, by extending, for Indian officers, the period of
altachment to a British unlt before they are posted to the
Indian army, from one year, as .at present, to, say, two years.
Further, it may be thought that Lh.(, qualities of initiative and
comvadeship, the combmatmn of which is esséntial to. the
making of a good officer, are acquired rather during the time
spent at an institution such as Dehra Dun, or at an Knglish
public school, than during the later, and shorter, stage of a
conrse at Sandhurst, By taking ms cadets at a morq {mma-
tive age, and by training fhom longer, an Indian military
college could supply to some extent thc advantagc% of a pub-
lie school education for those who had not alrcady had if :
and there is no reason to snppose that the miilitary authori-
ties in charge of the direction of the college could not, by
choice of staff and in other ways, ensure the proviston of a
first eclass training. The Indian Sandhurst Committee
were obviously guided by considerations such as these in
making their recommendation for an Indian military col-
lege-—n recommendation that has received much support from
Indian public opinien. We cannot ignore the strength of
the demand for such a college. In spite of the financial
assistance granted by Government to Indian cadets, we
cannot doubt that the expense, the distance from Tudia, and
the unfamiliarity of the surroundings, are faectors which

deter a number of parvents at prehent from offering their
sons for a military career. There is a general impression
that in wpite of everything that Government car do, the enst
of education at Sandhurst remains, excessive, and that Indian
cadets are handicapped in various other ways. This feeling
is bnt natural. To appreciate its force it is only necessary
fo imagine what would be the attitnde of British parents
who desired to send their sons into the army, if there were
no military collége in Great Britain, and every English cadet
had to he trained at an institution in a distant country It
would not be long before public opinion, in such c¢ir-
camstances, demanded the establishment of a military college
in Enw}m\d An Tndian military college will in any case
become mevitable ag soon as Sandhurst can no longer accom-
modste the increasing numbers of Indian cadets. We do not
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know when that point would be reached: it would depend,
among other things, upon the attitude adopted towards this
question by the Army Couneil. But, even if the military
authorities in Fugland were willing to accept Indian cadets
al Sandborst in sufficient numbers to avoid the immediale
necegsity of founding an Indian military college, the guestion
woul®l still remain whether it would be better to continue
-sending Indian eadets to Sandhurst as soon as possible, or to
start the Indian college without delay.

Some of our number would prefer, for the 3 g
in paragraphs 162 and 163 above, to make every effort for th
retention of the advantages of Sandhurst as long as possible,

~ provided that the military authorities in England were pre-

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

165, The Commission’s scheme for a separate ‘‘ domi-
nion ’* army.—If’ the number of King’s commissions offered
annually to Indians is increased in the near future, it will
be necesdary to decide in what way the additional officers
should be employed. We have considered very carefully
the proposal made by the Indian Statutory Commission in
paragraph 211 of the second volume of their report.” Read-
ing that paragraph with paragraph 126 of the first volume,
we understand the proposal to be that Government, in co-
operation with the central legislature, should encourage
the recruitment of battalions of a dominion pattern, com-
manded by officers holding a dominion commission, for
purposes of internal security, that these forces should be
conirolled by an Indian minister of the central Government,
and that out of them a dominion army should gradually
emerge as a self-contained indigenous force, distinet from the
Imperial army, in which latter army, however, the policy
of Indianization should also be pursued. The Commission
have left us in some doubt as to the functions of this new
force, which they contemplate* as being ‘‘recruited for pur-
JPposes of internal order ”’, but also ‘‘ sharing with Imperial

~troops the burden of external defence’”. Nor have they

defined the source from which it is to be financed, though
recognizing that financial considerations will of necessity
impose striet limits on its size.

*Volume I, para. 126.
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166. Tentative character of the scheme.—This suggestion
of the Commigsion is, however, only tentative. As we have
already stated, they ao not themselves consider that the time
has yet arrived to decide upon it, and whether it should be
adopted or net.  Its adoption would in any case depend upon
a definite pronouncement in its favour by Indian pgblic
opinion. We shall proceed to examine it in the paragriphs
that follow. At the same time, we wish to make it ¢lear that
our views, like those of the Commission, are merely pro-
visional, and that we do not commit ourselves at this stage to
a final expression of opinion. -

167. Possible objections to the scheme.— Whether, as
we should prefer, the Government of India continue to control
the regular army, or whether the Statutory Commission’s
recommendation be adopted, and the control of the army be
transferred to the Governor General, acting as an agent of
the Imperial Government, this further recominendation of
the Statutorv Commission would involve the existence of
two distinet forces side by side, controlled, organized,
equipped, financed and employed on different syshems, out
both of thew none the less forming”™ part of the army in
India, «nd containing the germ of the future dominion
army. We confess that we do not at present see what
justification or incentive eould be found for the creation of
the proposed new force. Apart from the financial difficul-
ties to which we have alluded in paragraph 165, it is obvious
that newly raised troops of this character would not for
many years be as efficient as units of the regular army.
Indian public .opinion, so far as we know, is content that the
whole army should remain under the control of the Govern-
ment of India and the Commander-in-Chief. Its main de-
mands are first, a large reduction in military expenditure,
and, second, an increase of Indianization within the
existing army. The fact that the Government of India and
the Assembly were free to develop an army which might ve
regarded as of inferior status and of less effective fighting
eapacity alongside the regular army, with such funds as
might be available, would not evoke any degree of
popul:ar enthusiasm : nor would it be easy to convince any
one that this measure constituted an advance towards the
formation of a dominion army. It must* further be re-
membered that, in time of peace, internal security troops,
as such, do not exist. All units of the army are recruited,
trained, and equipped up to the full standard of efficiency
required for sérvice in the field. On the outbreak of war,
units which are at the moment stationed in certain places
become, on mobilization, part of the field army, and proceed
to the front. Those in certain other stations are detailed
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for internal security purposes ; but, being fully trained,
also form a valuable reserve to the troops in the field. In
ordinary times however every unit is fully trained for war,
and 45 also available for duty in aid of the ecivil power on
the outbreak of local disorders, whatever its duties may he

in the event of mobilization. Battalions trained for internal

speurity purposes alone would not have sufficient occupation
to qustify their maintenance as regular forces.

168. Another suggestion—Provincial battalions.—We
have considgred also an alternative suggestion that a certain
fimmber of units; over and above those set apart under the

“exigting scheme for Indianization within the army, should
~be hauded over to provincial Governments to be maintained
~by them as provineial battalions. These battalions would

normally be employed by the provincial Governments on
duties connected with law and order, for the preservation of

“which they are, under the Commission’s proposals, to become

primarily *feaponsible. They might also develop, in the course

* of time, into units capable of taking their place in the field

army. They would in faect be raised and maintained by pro-
vinelal Governmerts in precisely the same way as Imperial

- tate forces are raised and maintained by the rulers of the

farger Indiwan States. They would be inspected and super-
vised by a central ageney similar to, and possibly amalga-
mated with, the Military Adviser-in-Chief and his assistants.
For every provincial battalion so constituted, a corresponding

~unit. of the regular army would be brought under reduction :
_and the provincial Government would receive, out of the re-
- sultant saving to army estimates, svch financial contribution

as was requirved to maintair the new unit on an adequate
footing. - Provincial battalions, like the Indianizing units in
the vegular army, would be officered by Indians com-
missioned through an Indian military college. It is claimed
for the scheme that, by cncouraging the development
of  foealized ~forces, it would help to broaden the
basis of recruitment, and perhaps foster . willingness to
undertake military service among communities who show no
enthusiasm for it at present. Meanwhile, the Imperial army
would not run the risk of including more experimental, and
to that extent, ineffective units than it could carry. At the

- game time, there would be no restriction of the field of employ-

‘ment for young Indian commissioned officers, many of whom
might prefer service in provineial units of this character to
service in the Imperial army. The suggestion, therefore, has
something in its favour from the purely military point of

~view. It is, however, open to some of the same objections as

the proposal of the Indian Statutory Commission : nor have

we any reason to suppose that provincial Governments or pro-

vincial sentiment would welcome it. There is no evidence
| 7

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

169. Reasons for preferring the continuance of a single
army.---Apart from these considerations, the creation g€ any
new type of armed forces would form, in our opinion, an un-
necessary complication. We already have regular troops
with British officers, and regular troops in process of Indiap-
ization. We have also the territorial forees, and the
various battalions of military police maintained by provin:
cial Governments. We doubt if there is room for provin-
cialized forces in addition to all these. We wbuld greatly
prefer that all units hereafter selected for Indianization
should retain the status and functions of regular fighting
troops : and we have little doubt that Indian senti-
ment woald support us in this view. We think that the ad-
vantages of a provincial or local connexion could be
equally well attained by assigning certain stations as per-
manent headquarters to some of the Indianizing wnits of the
regular army. Some such arrangement would indced be
desirable for several reasons. The inerease of the number of
King’s commissioned officers in replacgment of Viceroy’s
commissioned officers, for instance, will necessitate the pro-
vision of accommodation for officers on a different scale fromt
that provided for ordinary units : and for this reason it will
probably become  difficult, if not impossible, in futuve, tor
ordinary units to succeed Indianizing units on relief, and
vice wersa. We have reason to believe that provincial Gov-
ernments, if asked or required to maintain armed forces for
intexnal security duties, would prefer that those forces should
take the existing form of military police. We accordingly
consider that any advance in the Indianization of officer ranks
must be made within the army itself, and that units selected
for this purpose hereafter must continue to be trained aud
employed in exactly the same way as those which retain their
Britich officer establishments. .

170. Conclusion.—But whatever may be the outcome of
the Commission’s suggestion for the eventunal creation of
n separate army, we have sufficiently indicated, in the fore-
going paragraphs, our whole-hearted concurrence in the
policy which they advocate for the meanwhile. Our aim is to
proceed with measures for preparing India to undertake a
farger share of responsibility for her own defence as rapidly
as 1s practiecable : and we shall be ready to adopt whatever
mears mav be found most suitable and effective, for the
achievement of that end. ‘

FINANCE.

171. Considerations which affect the early transfer of
responsibility for finance.—We have referred in a previous
: ®

e
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paragraph of this despateh to the special difficulties 1m the
way of any immediate transfer of responsibility for finance,
owing partly to the magnitude of the interests which have
hithgrto been safegnarded under the responsibility of the
SeerBtary of State, and partly to the necessity for the prior
fulfilment of certain special conditions. We desire to examine
in more detail the special circumstances which surround this
Bighly technical but vital part of the administration. We
shall then offer some suggestions as regards the direction in
which, and the qualifications subject to which, advance in
financial responsibility may be made.

172. The four principal factors in the situation—It will
facilitate an appreciation of the practical measures which
are required if the prineipal factors in the situation are
analysed and considered separately, though they necessarily
to someé extent overlap. These factors may be stated as
follows :—

(aY® The great financial significance of the purposes
in regard to which Parliament cannot divest
itself of all responsibility.

(b) The fdundations of India’s credit and its signi-

ficance to the country.

(¢) *The unusual responsibilities which the Govern-
ment now carries in relation fo the currency.

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

173. The financial significance of the responsibilities of
Parliament.—The special responsibilities of Parliament  in
the financial sphere may be eclassified wunder three main
heads. - First, if Parliament remains, as it must, responsible
for defence, it must be able to ensure that the funds to meet
the cost of defence are available. Second, Parliament having
heen hitherto responsible for the general good government
of India could mnot relinquish this responsibility without
ensuring that the debts incurred during its period of respon-
sibility are honoured. In this connection we may vecall the
assurance given by the Secretary of State to the holders of
Indian loans in England in Sir Arthur Hirtzel’s published
letter of January 27, 1930. Third, Parliament must remain
regponsible for the pay and pensions, family pensions aud
provident funds of all officials recruited by the Secretary of
State. It may be argued that it would be a sufficient dis-
charge of the responsibility of Parliament, if it were provided
as wpart of the nmew constitution, that the sums required to
make the payments due under the above three main headings
should be a statutory first charge on a consolidated fund,
payable independent of any vote by the Indian legislature.

L2
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But (a), a first charge on revenue is of no value unless
: the necessary taxes are levied to produce
1 sufficient revenue, and

L4
! (b) in this case the total of the charges inclhding
only cost of the army, interest on loans and
pensions amounts to about 80 per cent. of the
net revenue of the central Government. When
a ‘‘first charge’’ absorbs all but a narrow

P margin of the total revenue, the security implied
P by the nomenclature disappears.® In such a
| case, the authority respongible for:seeing that

,: these payments are made has an intimate con-
cern in the whole financial administration of the
Lo country. R
We do not go so far as to suggest that this circumstance
must constitute a permanent obstacle to any {gansfer of
finaneial responsibility. But Parliament may not unreason-
ably demand some signal guarantee for the future, before
surrendering the seenrity provided by its direet constitutional
power to conlrol proposals tor taxation” and expenditure
through a minister responsible to itself.
-

174. Credit of India.—The maintenance of India’s credit
is o factor of overriding importance, and having regard to
the special ecircomstances in which India has been governed
in the past, the outstanding consideration is that, in the
absence of special safegnards and preparation, the removal
of the authority and responsibility of the Secretary of State
would represent a fundamental change, which might be
expected to give a very severce shock to India’s credit. How-
ever unfair we may feel to be any implied distrust of what is
to be expected in the way of financial policy from a responsi-
ble Indian Government, it is none the less real, and we
have to face realities. We cannot ignore the fact that the
foundations on which the financial stability of India depend
are of a very special nature ; first, owing to the extent to
which up to this point India has relied on external resources
for the building up of her existing economic structure ;
second, because of the great part which reliance on the
credit of the Secretary of State and the responsibility of
Rarhameuj; plgys in the maintenance of that structure.
T'he peculiar features in India’s position have arisen mainly
from the historical connection between the United Kingdom
gmd India both in civil administration and in defence, and
in the supply of capital raised in the United Kingdom for
the construc.tion of railways, and canals, and other public
works. » India has in consequence built up very large sterling



149

commitments in the form of loans, pensions, and similar
obligations.

Moreover, India’s credit for the purpose with which we
are goncerned means something more than the credit of the
Govetnment of India as a borrower. Vast amounts of
private capital have been invested in the development of
the country and its industries, and it ean hardly be disputed
that a large part of this investment has been made in
reliance on  the prevailing system of administration,
especially  financial administration, of the country. A
sudden andefundamental change, creating unecertainty aud
doubt as to tuture policy, would inevitably result in a with-
drawal of a large part of the capital already invested, and
stop: the free supply of further capital which the proper
development of the country wurgently mneeds. HEven the
fear of such a change would be sufficient to produce these
results, as the experience of recent months has shown. It
must also_be realized " that the withdrawal of existing
capital and the restrietion of fresh supplies would not merely
concern British ecapital. There are many Indian investors
who might seek to invest their capital abroad if they lost
confidence in Indifn administration, and of this danger also
there has been evidence during the last few months. The
effect on movements of capital to which we have referred
might wéll be felt on a scale which would mean financial
and economic disaster.

Whatever may be thought from the Indian point of
view about the desirability of this state of affairs, in which
India relies s6 much on external credit and external services,
it is a vital element in the problem, which must be faced with
all its consequences, the chief of which is that the means of
livelihood and the welfare of a vast portion of the Indian
people depend at present on these foundations. TIf the
foundations were withdrawn without an adequate and caretul
period :of replacement, the whole Indian economic life as it
exists to-day might collapse.

We do not suggest that the factors just mentioned
would not be fully appreciated by a popular Finance Minis-
ter in India, and indeed we think that their very exist-
ence should afford the strongest reasons for his pursuit of
a sound financial policy. But change is always unseftling,
and our purpose rather is to emphasize the need for estab-
lishing confidence before such a change is made.

_175. The Government of India’s responsibilities in rela-
tion to currency.—The third factor to be considered is the un-
usual responsibility which the Government now carries in
relation to currency. Tt is, of course, a well known feature of

g
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the situation in India that the ‘responsibility for supporting
exchange, and therefore assuring that adequate remittance
can be made .to meet all foreign exchange requirements,
public and pmvate, has in practice been undertaken by the
(tovernment and has recently been made a statutory obliga-
tion. It has long been felf that this is, on grounds of
principle, undesirable and that the right course must be for
India to follow the practice of other Gountries, by providing
that the control of both currency and credit should be
united in the hands of a central bank acting independently
of Government. The underlying idea in allecountries is
that the currency authority should be free to conduect its
policy in accordance with the dictates  of sound finance
detached from all political influence. The official character
of the tovernment in India has hitherto been a distinguishing
factor, and it is obvious that the reasons for introducing
the practice of other countries into India would be enormously
reinforced, if the finance portfolio were to passe, into the
hand of a minister relying for his position on the support
of a political party. We wish therefore to state in un-
ambiguous terms that the formation of a reserve bank on
sound lines must in our view be a condition precedent
to any transfer of financial responsibility from the agents of

Parlianment to a minister answerable fo the Tn(han legisla-
ture.

1t must, however, be admitted that the present is an
e;\cophonally unjavoumble time for an attempt to establish a
reserve bank. During the present period of falling prices the
currency authority of a country like India, which relies mainly
on agr wiutuml o‘:ports must be forced, in order to fulfil
its duty for maintenance of exchange (Whatevel the statutory
ratio may be), to follow a course involving the removal of re-
dundant eurreney from the market. The bcl.ﬂk would have to
rely on the use of its sterling resources or on sterling borrow-
ing, in which respect its posmon would be far weaker than
that which the Government has held hitherto with the credit
of the Secretary of State behind it. But more important
still, as has already been pointed out, any sudden change in
the administration, or fears as to the future constitutional
position, may ‘start a tendency for capital to leave India, and
so long as this is going on the balance of remittance may be
insufficient, with a consequent increase in the strain on the
bank’s reserves or on its capacity to borrow. Lastly, a
special difficulty is ereated by the faect that in any case a spe-
cial strengthening of reserves is necessary, for the present
gold and sterhng reserves held for currency purposes by the
Government cannot be regarded as sufficient for the secure
Warkmo“ of the reserve bank even in mnormal times. As



151

indicated in the report of the last Currency Commission, these
reserves will require to be built up gradually, and it is diffi-
cult to see how, in all the circumstances, this can be done with-
out further external borrowing on a large scale.

*I'he combination of circumstamnces, to which we have
referred, means that the inauguration of a reserve bank to
relieve the Government of its functions in regard to currency
and exchange is a matter, which demands careful prepara-
tion and a combined effort by the Government and the people.
of the country. Tt cannot be regarded as a condition easy of
fulfilment dr hOhﬂv left to an upoettam future. At the same
time, we must “make it absolutely clear that it onght te be
definitely a part of onr programme, and that it should be
undertaken at the earliest possible moment.

We wish here to emphasize one further consgideration, viz,
that it will be necessary that the constitution of the bank
should contain safeguards for its future control against the
danger ¢t political interference. We should ho ¢ that 1t
would be possible to convince Indian opinion of the desir-
ability that such a bank should work in - close co-operation
with, and on lines approved by, the Bank of Kngland. This
idea could be supported by the general consideration of the
importanee of co-operation between the central bauks of the
world, and especially within the Hmpire ; while the action
just now being taken by the Bank of lngland in giving
counsel in a period of great difficulty to Australia may help
to convinee Indian opinion of its value. Whatever the future
tor India may be, she must alwvays be greatly dependent npon
her standing in the London money mfu*ket and not thing could
be of greater service in this direction than a close co-eperation
between a central bank for India and the Bank of Hngland.

176. Bpecial difficulties lnherent in the present financial
~and economic position.—TIinally, we come to the present spe-
eial (Jhwm;tes inherent in India’s financial position and in
world economic conditions. These are so well known as to
requirve no detailed explanation. - The difficulties fall mainly
under three headings. First, the general economic diffi-
culties from which all countries which rely mainly on agri-
cultural exports are suffering at the present time. Second,
the serious after-effects on pubhc and private finance whmh
may be expected fo result from the present political dis-
turbance and the programme of those who have organized
the civil disobedience campaign, effects which, even if that
campaign were immediately terminated, must be felt in the
country for a long time to come. Third, the obligation for
redemption of existing loans of the Government of India
‘which will be particularly heavy over the next three years,
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and the need for further resources in gold or external capital,
not only to continue the development of India’s railway
system, but for establishing a eentral bank with adequate
reserves. It would indeed hardly be possible to lmagine a
combination of circumstances more unfavourable to ane im-
mediate change of policy, which wmight vesult in sheking
public confidence in the credit of India.

177. Importance of central Government finance in thé
new constitutional scheme.—There is one further con-
sideration whieh should he mentioned at this point, namely,
the wital importance of maintaining the financial stability of
the central Government in India in relation to the eonstitu-
tional scheme which we are now considering. The proposals
of the Statutory Commission would give a wide extension of
respongibility and independence to the provineial Govern-
ments.  Nevertheless, the provinces cannot be regarded as
separate cconomic units, and they must remain to a large cx-
tent dependent on the central Government’s fingueial ad-
ministration and the maintenance of its crvedit. At the same
time, the administration of finance in the provinces may on
its side reaet to an important degree on the general financial
position of India, and the centre must be %trong enough to
protect the situation. Central Government finance indeed
may he said to represent a key point in the proposed consti-
tutional structure which may bhe exposed to heavy and uun-
certain strains.  India can hardly afford to run risks at this
poiut during the carly years of the new régime in the
provinces.

178. Conclusion that transfer of responsibility requires
fulfilment of certain conditions.—From this veview of the
main factors in the present position we are forced to the con-
clusion that the occasion for a transfer of financial vesponsi-
bility eannot be reached apart from the fulfilment of certain
conditions, such as the restoration of normal economic conedi-
tions, the re-establishment of credit and confidence, and the
manguration and successful working for some time of a reserve
bank with udequate sterling reserves. Some of these condi-
tions, such as the last, are clear, and their fulfilment is capable
of precise determination. Others are essentially more general
and in the last resort His Majesty’s Government must bhe
the sole judge of their realization. It is at this point that the
essential difficulty arises, and it is precisely on the subject
of these conditions that free discussion at the Round Table
Conference is likely to be helpful. Pending such discussion
we are reluctant to propound final proposals, and in the
following paragraphs we do no more than attempt to indi-
cate the genmeral sigmificance of what we have in view.
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179. Possible lines of development.—The essence of what
we confemplate is that we should endeavour as a first step to
embark upon a period which is definitely acknowledged as a
period of preparation for the transfer of responsibility. Our
dedlared object would be to create such a state of affairs as
to make a transfer possible, and to do this with no avoidable
delay. It would be the task of the Government to do allin its

.power to expedite the fulfilment of such of the conditions
- reierred to in the preceding paragraph as it can influence,
and aceordingly, in co-operation with vepresentaiives of
Tiidian opinion, to complete the inanguration of a reserve bank
11 the lined which we have already sketched, and to consolidate
the financial position, both as regards revenue and expendi-
ture and the public debt. A concerted effort will be required
1w overcome the special difficulties referred to in paragraph
176 and to work out a financial programme for the future
which will ingpire confidence. We trust that our suggestions
for a unitary executive, which may give greater harmony
vwith thedegislature, may go some way to help in this direction,
and we would algo hope that committees of the legislature
might provide opportunities for co-operation between Govern-
ment and the popular representatives. '

Apart irom these matters, it is necessary to say some
thing of those other conditions less easily definable to which
we have referred, the essential purpose of which would be to
establish confidence in Indian administration. The main
weight of this task must lie with the leaders of Indian opinion.

~An- authoritative declaration by responsible leaders that they
entirely discountenanced the doctrine of repudiation of debts
wonld be of some value, but beyond this it would have greater
practical effect, if Indians could give some sigunal proof that
they are willing to mobilize their private resources for the
eake of establishineg the national financial position.  We say
no more on this subject now, leaving it to be further develop-
ed in discussion at the Conference. Our general outlook on
these questions is that on the one hand, while fully recogniz-
ing the special difficulties inherent in a transfer of financial
responsibility, we.accept the position that an eventunal {rans-
fer is implicit in the deelared policy of an advance towards
self-government in Ind™, inasmuch as financial responsibility
iz one of the most essential parts of the respongibilities of
Government. But we feel that the chances of obtaining that
co-operation from Indian public opinion, requisite for the ful-
filment of the conditions to which we have referred, will be
largely dependent on the clarity with which such conditions
ean be defined, and the certainty with which the intentions
of His Majestv’s Government can be stated. . On the other
hand, we must emphasize that the chances of an advance are
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dependent on action to be taken on the Indian side, for we
congider it essential that Indians should realize that they alse
bave a definite task to fulfil, and that it is for them to dispel
the misunderstanding and mistrust that have been created.

We do not overlook the difficulties in the way of deﬁnmg
precisely how this is to be achieved, but we are of the opmlon
that, nnless His Majesty’s Government state clearly what is
required, and Indians are given a fair chance of making a*
response, with assistance given generously from the British
side, we cannot expect Indian opinion to accept the difficulties
of transfer as an excuse for its indefinite postpomement.

There is one subsidiary matter to which we might refer
before leaving this subject. If we look forward to a pericd
when  the finance portfolio may be held by a respon-
sible minister, in distinetion from the system which has pre-
vailed hitherto of filling this post with a specially selected
finaucial expert, one consequence may be to throw a greater
burden on-the permanent staff of the Finance Department.
An elected minister, even if he is himself experienced in
finance, will have to devote more of his time to political acti-
vitiey .md to xo],y more on hig permanent officials as regards
departmental work, and we must emphasize the mneed for
greater (mmnmi\, than has under the present pragtice pre-
vailed, in the pevsonnel of the highest posts of the depart-
ment.  The 1'0(1111{1110 of suitabic officers, and a provision
for their traming, will hecome ot ereater lmpmtancc 3 while
it must be vemembered that the special fraining ground whieh -
is now available in the currency department ()[ the Govern-
ment will no longer exist after the inaugnration of a reserve
bank. This may appear to be an admuush ative rather than
a counstitutional point, but we attach great importance to it.

180. Safeguards after responsibility is transferred.—It
will be clear from the nature of the present responsibilities of
Pfulm,m@nu as envisaged in preceding paragraphs, that Par-
Hament, so long as ~ertnin obligations inherent in the posi-
tion ereated by past history remain, could not eseape the
altimate responsibility in many important vespects, and for
this purpose it would be necessary to preserve certain safe-
guards, cven after the primary responsibility for financial
administration had been transférred fo a minister responsible
te the Indian legislature. The nature and extent of these
must to some extent depend on the measure in whieh the
general conditions precedent had been fulfilled. Tt is not
necessary for our immediate purpose to examine them in
detail. They would include :—

(@) The creation of consolidated fund charges to eover
such Items aq interest on debt, railway annuities,
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pay, peunsions, family pensions, and prov 1dent

fund payments for civil officers appointed b

the Secretary of State, and army officers, and
. expenditure on defence,

(b) Some powers of supervision and control to be vested
ir the Governor General for the purpose of main-
taining financial stability,

{¢) Provision for resumption of control by the Secvetary
.of State in- the event of a threatened financial
breakdown or an actual default under (a).

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

We have stated these provisions in very general terms,
for in tie nature of the case it is difficult to be more precise,
particularly as regards provision (b). Much would depend
on the manner in which such a power was exercised. 1t
would be a-negation of the whole object of the counstitutional
arrangement which we are conside ring if interference was
carried fo the point of destroying the minister’s responsi-
bility. There wmight, however, be occasions of financial
danger, short of an actual default, when a power to hold uwp
vather than to veto inadvisable action might be of value and
give the popular representatives a chance to reconsider the
“position and follow wiser coungels. Tt is probable that, if
and when this stage was reached, the Governor General might
usefully be assisted by a financial adviser. An adviser, if he
had the right personaliiv and experience, might perform an
important role and establish relations with the finance minis-
ter which would be of assistance to the latter. Subjset to the

safeguards which we have indicated above, we should sup-
pose tha‘r at this stage the finance minister would have become
, rcaponsﬂole to the legiglature, and that the supervision, diree-
tion and control Would have passed to the Governor General;
acting on behalf of His Majesty’s Government under the
Superl.ntevdence of the Secretary of State. We should fur-
ther supposé that by that time the advisory committec ol the
London branch of the reserve bank would have been congti-
tuted. This committee would be available to give advice
either to the finance minister or to the Governor General with
his financial adviser. The future evolution of these arrange-
ments would necessarily have to depend on practical ex-
pervience.  We should, on the assumption that all went well,
look forward to a gradual development through decreasing use
of the special powers of the Governor General.
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181. Relations with the Secretary of State.—Concurrent-
Iy with the action which we have described in paragraph 179
by way of preparation for the later transfer of financial
responsibility, we recommend some modification in the rela-
tions between the Government of India and the Secretaryrot
State. In a subsequent portion of this despateh we shall con-
sider the general constitutional aspect of this question;
and it is Sl]fh(‘l(‘]lt to say here that in our view the Som*(»t(n'v .
of State should in future exercise Onlv a power of sguperin-
tendence, direction and control, remaining the first executive
aunthorityv in such matters only as might be definitely removed
from the exercise of the anthority of the Government of
India. It is first necessary to ask whether there are any such
matters in the field of finance.

(@) Stevling borrowwng~We take first the question of
sterling borrowing. In the report* of the Indian Statutory
OOH]H)]SB]OD reference is made to a suggestion that the High
Commissioner, instead of the Seeretdry of State in «!ouneil,
should undertake the task of floating sterling loans for Gov-
ernments in India, and should be assisted in its performance
by a small committee of experts. The main reason
given is that the contr ol of currency in India, and the raising
ot loans in India rests, in practice, with the Govergment of
fndia. This statement does not aceumtely represent the
facts. The amount of loans raised in India, and the terms
on which they are raised, are subject to the approval of the
Seervetary of State, while the Secretary of State’s control in
enrrency affairs is not by any means confined to broad ques-
tions of policy. Morveover, the Secretary of State manages
such matters as the wayvs and means operations in J.ondon,
the investments of the Home treasury balances, and the sale
and purchase of silver.

When the reserve bank scheme was under discussion
in 1927, it was contemplated that the bank should undertake
all the remittance operations of the Government of India,
and would supply the Secretary of State with sterling funds
against corresponding debits in rupees in India. If the same
line is followed when a reserve bank is created, practically
all the econtrol of the Secretary of State over
the details of the currency and ways and means operations
will automatically cease, and it might then be desirable to
relieve him of the frmetion of ﬂontmg loans for the Gtovern-
ment of India. The reserve bank manager in London might
have an advisory committee to assmt him, and the High

* Volume II, para. 311.
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Commigsioner in consultation with the manager of the re-
serve bank and his advisory committee, could suitably under-
take the management of the Government of India’s sterling
bonrowmgs. But until the reserve bank is created we con-
sider that, from the administrative point of view, it would
—only make for ineonvenience and delay to transfer these fune-
, tiong to the High Commmloner and there would in addition
" be the pObqlblhtv of difference of opinion and friction between
the advisers of the High Commissioner and the Secretary of
State, who would still retain his powers of bupeunt(«ndence,
direction &nd control.

Our view, 1herefore is that the question of tran&ww'nw
‘the funection of bo1rowmo in London from the Secrefary of
State to ‘he High (‘ommlqmone should in any case be post-
poned until a reserve bank is created. Moreover, and thisg
is a governing consideration, the effect of such a transfer of
the borrowing function on the standing of Indian loans in
Liondon®would need to be carefully considered. Meany techni-
cal points of substantial importance, such as the effect on the
position of the Government of India sterling securvities as
‘“ trustee securities ’’, require careful examination when any
change is considered, and on them we shall address vou
separately.  For the present the function of borrowing in
London, or more correctly outside India, togethexr with the
control -of ways and means operations in London, and the
investment of the Home treasury balances, can well remain
in their present form with the Secretary of State.

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

(b) General financial administration—We would suggest
that in all other matters the powers of the Secretary of Smte
should be those of superintendence, direction and -eonirol.
The control of the Secretary of State over finance is at pre-
sent of two kinds.  The general control, which has as its ob yect
the maintenance of ﬁnancial stability 'and the obserys ance of
canons of sound finance, cannot be defined by rule, and in-
clndes general control over such matters as the budget and
taxation, currency, exchange, remittances and borrowmg. In
this latter sphere we contemplate that the control will more
and more be confined to broad questions of poliey, and that
interference in details of administration will be avoided,
More exact definition is hardly possible, but we recommend
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in a later portion of this despatch that the Secretary of State’s
controlling power should be specified in the same terms in
which Parliament may see fit to define the purposes Whmh it
must continue to be concerned to secure in India.

(¢) Other matters for control—There are other mat?;ers
in which control can be defined by rule, as at present in the
central audit resolution. Here the becletaly of State will,
require to retain such control as is necessary to safeguard
his responsibility for members of the services appointed by
bim, and rule 1 of the appendix to the central audit resolu-
tion will in substance have to be retained. Rules 2 and 3 which
impose restrictions upon the Government of India’s powers
to create permanent and temporary posts have already been
greatly relaxed by rule 10 of the new Classification ‘Rules,
but these restrictions might now, in our opinion, dis-
appear. Similarly the grant of unusual pensions (rule 4)
should be left to the discretion of the Government of India.
Bules 5 1o 7 deal with expenditure on military wqrks and
stores. We doubt whether these special restrictions by rule
are necessary in addition to the general power of superin-
tendence, direction and control. Rule 8 (a) and (b) deals
with minor matters which might be left to the Goverrnment
of India. Rule 8 (¢) deals with the Governor General’s
amenities, staff, household and contract allowantes, ete.
There may be some advantage in reserving the control in
these last mentioned matters for an outside authority, but
apart from this possible exception and the retention of rule 1
relating to the services, all the restrictions in the ceutral audit
resolation might be removed.

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

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

We consider that, whatever the immediate comtltutlonaT
changes may be, a staoe has been reached now when the
main direction of ﬁnancial policy must definitely be regarded
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as resting with the Government of India, and that the fune-
tion of the Secretary of State should be 1ega1ded as that
_of giving counsel and support in financial matters to the Gov-

ernment of India rather than that of exercising deiailed con-
trop. Indian opinion is very closely interested in the conduet
of Indian financial affairs in London, and particularly in the
sterling borrowing poliey together with the methods of float-
‘g loans Subject always to the ohservance of principles of
sound finance, it is desirable that the finanecial policy should be
conducted in a spult responsive to Indian opinion, and we
should ‘goeso far as to recommend this, even if on occasion
somne shaht sacrifice may have to be ineurred. No system
can work successfully if Tndian opinion 1is strongly opposul
to the poliey of Government, and comparatively minor matters
often lead to a dlspropmtlonate amount of pohtlcal hostility
while the cumulative effect of a number of minor irritants
may sometimes provoke political opposition of real import-
ance. If the Secretary of State can support India’s credit
in London, can make available to the Government of India
the best advice from the city of London, can from his records
supply an element of continuity and knowledge of past history
as an aid in adbessing the problems of to-day, and can, by
counsel given in a deiaehed atmosphere, supply at *1mes a
balance to views perhaps unduly influenced by local factors,

then his co-operation can be of the greatest possible value ‘ro
India, and the relation thus interpreted might even with ad-
vautage continue when the finance portfolio came to be
actually held by a minister responsible to the Indian legisla-
ture. Buf the success of such -a relation depends on the
realization of its limitations, and any attempt to control the
details of India’s financial policy from London must bo Te-
garded as an anachronism.

COMMERCE.

182, The demand for liberty to control economic policy.—
For a number of years past there has been an insistent
demand from Indians of all shades of political thought that
the economic policy of the country should be shaped on
national lines, that in particular industrial development
should be actively pursued, and that the control should he
placed in Indian hands. Fven under the present constitu-
tion an attempt has been made to meet this demand by means
of the fiscal autonomy convention, according to which the
superintendence, direction and control of the Seeretary of
State are held in suspense, when the Government of India
and the legislature are in agreement on any question of
fiscal policy. If the attempt is to be made to give to Indians
a larger share in moulding the policy of the central Gov-
ernment, there can be no question that in the ceonomic
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sphere the demand for a further advance is keen, and
unless in this region some transfer of power proves feasible,
it will not be possible to satisfy Indian aspirvations. The
question (o what extent power ean be fransferred, therefere,
is of great significance and must be fully censidered. *We
have no desire to magnify obstacles, which it may be possible
to remove, into insuperable barriers, but there are real diffi-
culties to be overcome which cannot be ignored or brushed

aside. Most of the subjects which require mention ave under .-

the admninistration of the Commerce Department, hut we shall
refer also to cognate subjects, which are at present*controlled-
by other departments of Government.

183. The customs tariff —The most powerful instrument
which a Government desirous of pursuing an active programme
of industrial development can employ is the customs taritf,
But the tariff has a dual aspect, for while tariff policy exer-
ciSes a decisive influence on the cconomic and industrial life
of the country, the Goveinment of India must loo® to the
tariff as the principal souree of their revenues. Revenue
considerations, therefore, must play a large part in shaping
tariff policy. Again, tariff policy may have international
reactions, or may raise quesfions between India and other
parts of the Empire, and Parliament must necessarily retain
control in the sphere of external relations. For the pre-
sent, therefore, two limitations on India’s complete control
of the tariff are inevitable. Of these, the financial limita-
tion is inherent in the facts, and a finance minister respon-
sible to the Indian legislature, no less than an official finance
member, would necessarily regard the tariff from a point
of view by no means identical with that of the member or
minister in charge of the commerce portfolio whose primary
interest is the effect of customs duties rather than revenue.
But even during the period within which, for the reasons
adduced in paragraph 178, the control of the Finance De-
partment might remain in official hands, the financial con-
siderations mneed mnot prevent substantial progress in the
direction which Indian opinion favours. The second limita-
tion is not likely to involve constant interference, but is con-
sistent with the grant of considerable latitude to the Govern-
ment of India and its representatives, when commercial
negotiations have to be undertaken either with foreign coun-
tries or with other parts of the British Commonwealth. So

- far ag Greal Britain itself is eoncerned, control might reason-
ably be exercised to secure for British goods most favoured
nation tariff treatment, but it would be for the Indian Gov-
ernment and legislature of the future to decide all questions
of preferential rates of duty. Other countries within the
Empire do not necessarily extend most favoured nation treat-
ment to Tndian goods, and subject only to the general super-
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vision of the Seecretary of State, the authorities in India
should be free to deal with each case as it arose. Apart from
the two limitations we have mentioned in the spheres of
finange and external relations, we countemplate that there
~should be no outside interference with India’s management
of her customs tariff, and we believe that a wide field will
“be opened up within which indian members of the (Gtovern-
ment will be able {0 give effect to India’s desires.
184. Discrimination against British business.—We have
- referred in gn earlier paragraph to the necessity of devising
“effective  guarantees, wuich would sceure British firms
and companies  doing  business in India against un-
fair discrimination.  The apprehensions felt by the
British  business community arise chiefly in connee-
tion with the laws relating to joint stock companies
generaliy, and to insurance and banking companies in parti-
cular, the laws relating to merchant shipping and inland navi-
gation, theepolicy which might be pursued in the development
of industries by means of bounties or direct State assist-
ance of other kinds, the position of public utility companies,
such as railways, «ramways and electric supply companies
operating under licence or under contract with the Secretary
~of State, and of the holders of mining leases granted by
Gevernment, and the sceurity of those engaged in profes-
sicns. and callings for which special qualifications are re-
quired, such as those of doctors, chartered accountants and
lawyers.  The field covered is a wide one, and includes many
subjects of first class iimportance to India’s econcmic future.
We believe that if once agreement could be reached as to the
position of British enterprise in India, and if by that means
the apprehensions of the Huropean business community could
~“be removed, there is 1o reason why the control of policy
should not pass into Indian hands, and in that case the ocea-
sions for interference by the representatives of Parliament
would be very infrequent. The problem is to devise means
by which India’s reasonable aspirations can be satisfied with-
out injnstice to those British trading interests which have
contributed  much to India’s past history, and which, we
believe, have a valuable part to play in India’s future. The
question is both important and diffieult, for while we cannot
but sympathize with the earnest desire of Indians to see their
countrymen taking an increasing share in the commercial
and industrial life of the country, we must also take account
of the anxiety with which European business men regard the
future after the transfer of power has taken place, and in so
far as thig anxiety may seem to be well founded, we are con-~
cerned to provide safegnards against injustice. We could
not in the space at our disposal attempt to discuss in any

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

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

be useful if under the various heads we attempt to indicate

E}l;e apprehensions which are felt and the reasons under]ying
em. *

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

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

served to secure just and equitable treatment in this respect
for firms and companies concerned, if the occasion for.its
exercise should ever arise. o

.
Fr
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187. Ordinary British commercial undertakings.—The
cases considered in the last two paragraphs are comparae
tively simple. When, however, we turn to consider the posi-
tion=of the British companies which enter into competitive
business in India, competing on equal terms with Indian en-
terprise, the case is different and requires fuller considera-
tion. Such companies may be engaged in general trade, or
indusirial production, or may undertake more specialized
business such as banking or insurance. So far as the com-
panies engaged in industrial production are concerned, ap-
prehension *has been aroused by the frequently expressed
demand for direet Indianization, to be secured by the im-
position of conditions as to the number of Indian directors,
and the facilities to be afforded for the training of Indian
apprentices, or, in the casc of new companies, by requiring
-that a proportion of the shares, sufficient to establish Indian

control, should be definitely reserved to Indian investors.
Sometimes it has been suggested that these conditions should
" be enforced only when the company is engaged in a protected
industry, or when it is in receipt of bounties (or other direct
assistance) granted by the State in order to encourage the
development of industries, and sometimes that they should
be imposed upon all companies as a condition of engaging
in a particular manufacture or trade. The proposals made
as regards insurance and banking companies have been some-
~what different. Direct Indianization has not been much in
evidence, and the line taken has been to advocate schemes
under which non-Indian companies would be allowed to
operate in India only under licence, or subject to special
restriction and conditions. Some of the proposals made may
be regarded as fair subjects for discussion on their merits,
-provided that all companies, whether Indian or non-Indian,
are to be treated alike, but some advocates of proposals of this
kind have not attempted to conceal the fact -that one of the
objects, which they had in view, was to promote the growth
of Indian companies at the expense of British companies, and
for this purpose to impose restrictions on non-Indian com-
panies, which would not be applicable to Indian companies.
Other examples might be given, but we shall mention only
two. In Bengal there have been many expressions of feeling
against the British companies which operate the inland steam-
ship services. We are not concerned here with the merits of
the complaints made, but the attitude of thosc who have been
prominent in the agitation makes it clear that their ultimate
objective is the transfer of the inland steamship services to
Indian hands, and that, in their view, the powers of Govern-
ment and of the legislature ought to be freely used to achieve
that result. Finally, we may refer in a sentence to the agita-

tion on the subject of the reservation of the Indian coastal

[ 2
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traffic to vessels owned and managed by Iudians. The ¢bject
sought to be attained is the development of an Indian
mercantile marine, but the method 'proposed to be adopted is
the exclusion from the trade of all non-Indian companies. |,
188. Indian feeling thai existence of British enterprises -
blocks advance.—We have said enough perhaps to make it °

clear that the apprehensions of the European business com-

munity are not without substantial foundation. During the
last ten years, in one branch of commerce and industry after
another, the evidence has been unmistakable that jmportant
sections of Indian opinion desive to secure the rapid develop-
ment of Indian enterprises, at the expense of what British -
firms have laboriounsly built up over a long series of years.
There is mnothing surprising in the fact that national -
conscionsness shonld thus have found expression. Indians
who desire to see the growth of Indian banking, Indiam
ingnranee, Indian merchant shipping, or Indian industries.
find themselves faced by the long-established Britdsh con-
cerns whose experience and aceumulated resources render
them formidable competitors. In these circumstances, it way
seem to them that the ground is already oceupied and that
there can be no room for the growth of Indian commerce and
industry until the British firmg which are already in the
field can be cleared out of the way. But, however natural
stich feelings may be, they might lead, if allowed free scope,
to serious injustice, and partly as a consequence of thig
and partly for other reéasons they are fraught with grave
danger to the political and economic future of India. We
feel real apprehension as to the consequences which may
ensue, if the present attitude of mntual suspicion and embit-
terment is allowed to continue and to grow worse. For this
reason we regard it ag of high importance that the attempt
should be made now to arrive at a settlement which botlh
parties can honourably accept. So long as the power to
diveet policy in the economic sphere rests with the agents
- of Parliament, it will be impossible, we fear, to combat the -
suspicion, iowever unjust, that the interests of British trade
weigh more with the Government than the interests of India.
Tn itself we regard this as a cogent reason why coramercial
subjects stiould in future be administered in accordance with
the views of the legislature. But equally, if the transfer of
power were to take place before means had been found to
allay the reasonable misgivings of British business men, the
consequences must be grave. In the ldst resort no doubt
overriding powers would have to be reserved to the agents
of Parliament to interfere in order to prevent injustice and
to secure fair treatment. But if, as we fear in default of
agreement might be the case, occasions for interference were
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frequeny, the friction generated would be intense and the
harmonious working of the administration seriously preju-
diced.

[T R
. *189. Necessity of doing justice to both British and Indian
. points of view.—If agreement is ever to be reacked, full
+ Justice must be done hoth to the _British and the Indian
- points of view. The differences which have diselnsed them-
selves relate not to aims but to methods,  We do not believe
that the British community in India haw any lack of sym-
pathy for 4ndian ﬂmbﬂlons or any desire to retard the deve-
lopmem of Indian indus trv and commerce,  But what has
avoused their fears is the tendency diqplaved in certain
'{la‘ll“{(ﬁ’u to advocate measures ubblgﬁﬁd Lo Becurs ﬂ‘LL ’Lyid
development of Indian enterprises 'at the expenso of tlie
British concerns already established in the countrys Pro-
posals such as we have deseribed in paragraph 187 cannot
but conyey the impression to the British business Pommunity
that, if commerecial policy came to be administered in respon-
Sﬂnhty to the Indian legislature, they would have no security
of equal ireatment, that they would he left to carry on their
business only on suffer ance, and that indeed they might ex-
,peoi to be treated in all respects as foreigners. Such a
osition 1hey may well feel, apart from any questma of jus-
tlce, is consistent neither with the part which the community
has played in the development of the country, nor with the .
intimate rvelations which must continue fo exist hetween
Greatl Britain and India. But if once they could he assured
“that an Indian: Government would treat them mnot as aliens
but as citizens, we do not doubt that they would play a
worthy part in the commercial life of the country, and that as
tinme wenf on their co-operation in furthering the atfainment
of the objects which India desires would be fortheoming in
inereasing measure.

Fl*om the Indian side, the objection may be raised
that, if the infterests of British concerns are to be fully safe-
guarded, no room is left for the development of Indian corm-
merce and indestry. Where feclings of this sort are in fact
eniertained, we think they are larg ely due to a misconception.
For one thing they do much less than justice to the devolop-
ments which have already taken place, particularly, to give only
one instance, in the cotton mill industry. Again, if ﬂve control
of the tariff is placed in the hands of the Indian legislature,
it will control the most powerful instrument which can be
used to promote industrial development. With certain ex-
ceplions, the principal British firms established in the country
are for the most part engaged in enterprises, such as the
jute mills and the tea gardens, which are =ot likely to come
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within the scope of any protective policy, and Indian com-
pauies covld hope to start unhandicapped by the competi-
tion of established British concerns. Another point to be
remembered is that enterprises, at present British, may in .
the ordinary course of events and owing to natural cafises
pass into Tndian hands, as has already happenod on more
than one occasion. Apart from actual transfers of owner-
ship, we do not doubt that British undertakings will in.
future find it to their advantage to go a long way in the diree-
tion of Indianization, by providing facilities for the training
of Indians, by nhstnw the support of Indian ca;fﬂal to the
largest extent p1actlcablo and by the appointment of Tndian
diroctors to companies registered in India, or by the appoint-
ment of local boards containing Indians, if the company is
rewl“(owd outside India. Many British ﬁrms both in India
and in other countries, have adopted this pohcy m the past,
but they would no doubt feel that there is a wide difference
between a process which comes about through natural causes
and one which is artificially and a.rbitrarily imposeds by gov-
ernmental action. Finally, there are methods by which Indian
aspirations could be satisfied without inflicting injnstice.
Thus, for cxample, when it is proposed.that dnect State
assistance should be given for the encouragement of indus-
tries, it wonld he perfectly open to the Government,to attach
conditions ag to Indianization, in the case of all firmas who
may apply for assistance but were not already engaged in the
business at the time the scheme of assistance was sanctioned.”
This was the recommendation in 1925 of the External Capital
Committee, of which two Members of the Government of
India were members, and both before and after the submis-
sion of the Committee’s report, action in this sense hos been
taken as, for example, in the Steel Industry (Protection)
Act of 1924. No one, we think, could fairly claim that the dis-
cretion of the legislature should be fettered, except to the
extent necessary to secure ]ustlce to thoese ﬁrms which had
already established themselves in the country. As a final
example of what is in our minds, we may refer again to the
inland steamship companies. It might be considered desirable
on public grounds that the inland steamship services should
be bloumt under public control as part of the general
fmn%port system of the country, and administered in close
connection with the railways. In such an event, all that the
existing companies could fairly claim would be that they
should not without compensation be deprived of their e\lst-
mg right to operate their services and that the compensa-
tion to be paid should be determined by an independent,
tribunal.

190. Desirability of agreement.—We have attermpted by
fllustration to indicate the lines on which British and Indian
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opinion might be brought together, but it is not possible at
this stage to go further. In our view, the matter is one which
requires *ull and frank discussion between those principally
concerned, and we have no doubt it will receive close atten-
tion‘wat the Round Table Conference. There are of course
‘many points which would require consideration in de-\tgul,
and it may not be possible for the Conference to exomine
them fully, but if the prospects of agreement seemed guod,
they might suitably form the subject of further discussion
either in India or in England. The essential pre-requisife
of a satisfyctory agreement seems to us to be the frank re-
“cognition on either side of what the other can reasonably
claim.  The British business community has played an im-
portant part in the history of the country, it eontrols conuner-
cial enterprises of the greatest magnitude, its elected repre-
sentatives sit, and will no doubt continue to sit, in the legisla-
~tures;it can still make valuable contributions to the welfore and
 prosperity of India, and its members may rightly expect that
they shofild not be treated as foreigners. We have already
referred to the intimate connection whieh must confinue to
exist between Great Britain and India, and it seems to us
to follow that, subject always to India’s right to receive reci-
procal treatment, citizens of any part of the Empire should
be allowed to enter India freely, to engage freely in any
trade, business, profession or calling, and when established
in India, to receive just treatment. ¥rom India’s side it
may well be urged that she should be free to develop her own
industry and commerce by any means which do not infliet
injustice on any section of the community, and do» not
involve the exclusion of British citizens from partiei-
pation in Tudia’s future development. A further claim mighi
also be put forward on her behalf. There are enterprises
which Indians regard as national, and which at present are
mainly or wholly in British hands. Tt would be idle to expect
that they would be content for an indefinite period to remain
withoiit their appropriate share in the conduct of these enter-
prises, and if the methods at first proposed in order io satis-
fy Indian hopes must be ruled out because they involve ju-
- justice, or are inconsistent with the position which Great
Britain holds in India, Indians may fairly ask that the British
business community should co-operate in finding other
methods to bring about the desired result. .

The possibility of reaching an agreement on these
difficult matters depends largely upon the spirit in which
they  are approached. Notwithstanding the unfortunate
history of ihe last few months, we believe that there is suffi-
cient goodwill on both sides to overcome the difficulties if
they are frankly faced. The importance of reaching a per-
manent settlement of the question can hardly be exaggerated.

L ]
-
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More perhaps than any other single factor, it would help
to create harmonious relations between Great Britain and
India, on the strength of which we could look forward with
confidence to a future in which Indian and British enterprises
could work together on terms of mutual advantages and
respect.

RAILWAYS. ‘ .

191. Administration of the Railway Department.—The
commercial and industrial prosperity of any country 1is
largely dependent on the efficiency of its transport system,
and particularly of its railways. In India the distances
are so great that low freights are essential to the growth of
industries, as well as to the welfare of the agriculturist, while
at the same time the railways are by far the largest pur-
chasers of manufactured articles in the country, and the rail-"
way demand is a vital factor in the prosperity of the engi-
neering industry. In these circumstances it is natural that
those who desire freedom to develop Indian indudtry = and
ecommerce on national lines, should also put forward an in-
gistent demand in regard to the railways. In our view the
demand is one which should be met as far as possible, and we
think that if in the future the comntrol of commercial and in-
dustrial policy is to rest with the Indian legistature, the
general direction of railway policy should be placed
in the same hands. It becomes necessary therefore teo
consider hoth the limitations which, for the present, Parlia-
meut tight think fit to retain in order to safeguard those mat-
ters in which it is interested, and also the conditions nnder
which the control of policy could safely be transferved. The
latter point is one to which we attach great importance, for
while in all countries railway policy is a matter for Govern-
ment and the legislature to decide, it by no means follows that
the commercial management of railways can be wisely or

safely excrcised by those whom the legislature directly -

controls.

- 192. Purposes "for which Parliament wmust retain
control.—The purposes in which Parliament must, we think,
continue to be interested so far as the railways are concerned
full under the heads of Defence, Finance, the Services, and the
- Anglo-Indian community.

" Defence—Those who are responsible for the defence
and internal security of the country clearly cannot disinterest
themselves in the efficiency of the railways, for any seriouns
breakdown might have calamitous consequences in a crisis.
It is not only the strategic lines on the frontier which are
in question. but also the main trunk lines throughout India,
and the military authorities are entitled to assurances both
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as to the adequacy of the equipment of the lines and of their
standard of maintenance, and as to the efficiency of the traffic
arrangements,

o dimance—Under the head Finance, acconnt must be
taken of the enormous capital sums (largely raised in Great
Britain) which have been invested in the railways. It is
true that the security on which the loans were raised was 1ot
the railway revenues alone, but the whole of the revenues
of the Government of India. If, however, the aﬂways were
unable to earn their interest charges, it is mus sh to be feared
that the durden would be too heavy for the Government of
India to meet, and the solveney of the railways is tharefore
~an interest which Parliament is bound to safeguard, 'There
is another point at which the cunnedmn 1*@1"‘@0% the railwavs
fa“d the Finance Department is close and intimate, fuy the
raising of capital for railway development must hoth re act,
and bo dependent, on the general credit of the Government of
India and ite financial circumstances from time to time. Whe-
ther ‘tlle connection could be rendered less direct and im-
mediate by proceeding further with the separation of raiiway
finance is a questlon which should be explored, but under
existing conditiong the Finance Department is most mmmatdy
—eoncerned in many questions of rallway poliey.

Services.—Under the head Services, several points  re-
~quire notice. In the railway services, as in others, the exist-
ing and accruing rights of officers appointed by the Secretary
of State must be safeguarded, and it will be important
also to ensure that a large number of the senior officers do
not quit the service prematurely.” Indianization is now going
forward rapidly, the rate of Indian recruitment for the
superior services being 75 per cent., and we have no desire
to retard the process ; but the possibility of efficient ad-
ministration depends on the retention of the existing senior
officers until Indians are in a position to  replace them,
- Finally, questions may arise as to the percentage of European
recruitment, which for the future may be deerned necessary
on military grounds

The  Anglo-Indian community.—The Anglo-Indian com-
munity has in the past rendered very important services to
the railways and still holds a large number of posts in parti-
cular branches of railway work. The economic life of the
community is indeed to a large extent dependent on the oppor-
tunities of employment which the railways offer, and its mem-
bers are gravely apprehensive of what may occur, if  and
‘when any change takes place in the present system of
administration and control. In view of the history of the
community, a special obligation, we think, rests upon Parlia-
‘ment, hefore relaxing 1‘rs own "ontrol, to ensure, as far as
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may be practicable, that the interests of the Anglo-Indian
community are protected.

193. Necessity of separating commercial management
from direction of policy.—Before explaining how we think the
purposes of Parliament may best be safeguarded, we mlist
turn to the question to which we made brief allusion at the end
of paragraph 191. The experience of many countries bas
shown the disadvantage of subjecting the administration of
State-owned railways to the close and detailed serutiny of a
popular legislature, which concerns itself not only with broad
© questions of policy but also with administrative pragtice in all

its ramifications. Under the present constitution, the legisla-
ture can exert considerable influence on the railway adminis-
tration, and the dangers to be apprehended are already becom-
ing evident. We can find no reason for thinking that the

difficuliies in India would be less than they have been found

elsewhere, and we have no doubt that a continuance of
the present system, under which the railways are directly
administered by a branch of the executive Government, would,
as soon ax the legislature was in a position to assert its autho-
rity, develop tendencies leading directly to inefficiency and
ultimately endangering the financial results of railway work-
ing. The member of an official Government not respounsible
to the legiglature is in a position to resist these tendencies
when they threaten to work serious harm, but when a member
or minister must work in harmony with the legislature, if he
s 1o retain his position, the pressure may become irresistible.
It seems to ug clear that there can be no material change in
the control of railway policy in railway matters, until a
system of administration ha's been set up which, while leaving
1o Government and the legislature the control of broad gues-
tions of policy, would locate the commercial management else-
.where.

A change in the system of administration seems to us
necessary for another reason. The solvency of the Indian
railway system and its efficient working are matters in which
Parliament is interested both on financial and military
grounds, but it does not seem to us practicable to secure these
mtercsts by attempting to control the day to day administra-
tHon of the department, If an elected member of the Govern-
ment replaced the present official member and became respon-
sible for the commercial management of the railways as well
as for the direction of policy, he might often be led, nnder
pressure from the legislature, to initiate action which the
agents of Parliament felt to be dangerous both to solvency and
efficiency. They would then be faced by the choice between
two alternatives. On the one hand frequent interference
would be most prejudicial to the smooth working of the
.administration, while on the other continued acquiescence
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would tend to render nugatory the powers which Parliament
desired to retain. In these circumstances, we are forced to
the conclusion that, if the purposes of Parliament are to be
secured, this can be done only by modifying the system of
admlmstratlon and not by an attempt at detailed control,
which would be foredoomed to failure.

. 194. Proposed statutory railway authority.—We can
deseribe the scheme which we contemplate only in the broad-
est outline. An authority for the administration of the rail-
ways should, we think, be set up by Statute. The Act would,
of course, provide for the constitution and powers of the
authomtv, and for the powers of control to be reserved to the
Government of India. From the outset the authority should
include Indian members, It would, we think, be desirable to
make statutory provision for the general principles in
accordance with which the railways should be administered,
espeeially on the financial side, as for example, the
manner an - which the allocations for depreciation should
be calculated, the constitution of the reserve fund and the
purposes for which it should be used, and the amount
of the contributien to general revenues. The control of
poliey ‘in all important matters would remain with the
Government of India and the central legislature, but it
- would be important to leave the statutory aunthority free to
act without interference in the detailed arrangements it might
“make to carry out the policies laid down. Much will depend
on the precision with which from the outset the powers to be
exercised respectively by the authority and by the Govern-
ment of India can be defined. But we cannot attempt at
thig stage to indiecate what these powers should be.  The ques-
tion requires full investigation in order that the largest pos-
sible advantage may be derived from the experience of other
countries where the State management of railways has led to
difficulties.

195. Necessity for enquiry.—It will be obvious that
it would be impossible to devise a satisfactory scheme
of administration without a detailed enquiry by a committee
or commission. Such an enquiry should, we think, be in-
~stituted as soon as possible. It would be the duty of the
investigating body to make recommendations as to the manner
in which the authority .should be censtituted, the powers if
should exercise, the matters for which provision should be

made in the Act setting up the authority, the control to be
reserved to the Government of India, and the powers to be
reserved to the Seceretary of State in order to safeguard the
purposes of Parliament. A complete enumeration of the
matters te be examined we cannot of course attempt.
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but they should certainly include the subjects —specified
in paragraph 192 above. There is one other mattec of
.great impovtance. The oxistence in India, side by side, of
State-owned and managed railways and rallways owned bV
the State but manaoed by sterling companies domiciled im
England, makes it pocul]mly difficult to devise a satistactory
seheme for setting np a statutory railway authority for the
administration of the railways. The contracts of the com-
pany-manag ged railways are with the Secretary of State, and
though the Government of Tndia exercises by deleg%atlon many
of the powers reserved by the contraets to the Secretary of
State, the ultimate control rests entirely in his hands,
and the companies, by reason of their domicile, have direct
aceess to him. It will be necessary for those making the
enquiry to examine the question closely, and to consider how
far the powers of the Secretary of State under the contracts
should be exercised by the statutory railway authority, and
in what matters the Seeretary of State himself shoukl reserve
eontrol. Their task will be extremely complex and difficult,
but we have no doubt that the difficulties must be faced. Tt
is our desire to sce the direction of railway policy placed in
the hands of popular ministers, but it seems to us an indis-
pensable preliminary that a system of administration should
first be established, which will provide for the efficient
commerecial .mana‘gument of the railways, and will also to a
large exten{ safeguard the purposes of Parliament and avoid
the necessity for detailed control.

196. Method of legislation.—Before - any scheme for
eqtablmhmo a statutory authority to administer the railways
is adopted, it would be necessary that Indian opinion should
have full opportunity of cexpression, and any commission
or committee. which may be set up to consider the
question sheuld of course include representatives of Indian
opinion as well as the mnecessary financial and railway
experts. These enquiries must take time, and since it is
desirable that the new system of administration should be
ready to function by the date on which the new constitution
eomes into force, it is evident that special steps will be
necessary in order to expedite the procedure. We should
propose that, following the South African precedent, pro-
vision should be made in the constitution for the establish-
ment of the railway authority by the insertion of a wection
in the Government of India  Act, the detailed provisions
necessary being included in rules made under the Act.
These rules mmh( be subject to modification by the Indian
legislature after the lapse of a sufficient period to enable the
new authority to establish its position and all concerned to
gain experience. of the working of the new by%tem
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EXTERNAL AFFAIRS.

197. In the immediately preceding sections we have been
concerned to develop our suggestions for the general strueture -
of gavernment at the centre, achordmg as ‘fhev have applica-
tion to  particular dapwrtmex‘ts We now furn to India’s
external relations in which several departments are concerned.
The problems which arise have net fallen within the scope
of the proposals of the Indian Btatutory Commission, perhaps
beeanse no definite constitutional provisions appeared to be
required in the structure which ,hb} contemplate. But the
demsnd of Indian opinion, which we have described as
directed to obtain self-government at home and national
recognition abroad, leads us to consider to what extent the
cuntral exeeutive which we contemplate might be concerned
with the external relations of India with the other parts of
the Eimpire and with foreign countries.

. The existing position has been described in the memo-
randum which we submitted to the Indian Statutory Commis-
sion on the status and positidh of India in the British Empire
and in the India Office memorandum on the international
status of JIndia. °It is beyond doubt that there has so far
been no delegation of authority to the Government of India
in regard to external matters. As regards commercial agree-
ments with foreign countries she has not the power which the
Dominions have to enter into direct negotiations. 'The Gov-
ernment. of India Act restricts the power of the Governor
General in Council to make political treaties and forbids the
Indian legislature, without the previous sanction of the
Governor General, to legislate regarding the relations of Gov-
ernment with foreign Princes or States. We do not contem-
plate that in present cireumstances the Government of India
could have a decisive concern with those foreign rela-
tions which elosely overlie the right to make war and peace.
On first elass kqnostions of foreign and Imperial ~policy
independent action by India is net vet within the realm
of practical polities. India is indeed more eontmuously and
practically concerned with foreign policy particularly in the
Middle East than any of the self-governing Dominions. But
whatever may be the degree of consultation with the Govern-
ment of India, and whatever the ageney functions which that
Government may perform, the decisions must still remain
with His Majesty’s Government. Nevertheless, there is a
large range of external relations whieh may conveni iently be so
clagsed in distinetion from foreign affairs, and in which we
see scope for an increasing recognition of the individuali ity
of Tndia among the nations of the world. It may well hie
that if the purposes of Parliament are defined, as we propose,
the Government of India may enjoy considerable liberty iii
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matters such as commercial treaties, and the treatment of
Indians overseas. We make no precise proposals in this
regard for, whether our relations be with countries within or
. outgide the Fmpire, we consider that the functions of sthe
Government of India must develop by agreement and con-
vention rather than by the enactment of constitutional pro-
vision. It is by the growth of understandings and cenven-.
fions and not by provisions of positive law that the Domi-
nions have attained their present position. These are the
lines on which India’s authority over her own . external
affairs must grow. Such a development not only’ postulates
an alteration in the constitution of the Government of India
which would confer upon it a distinet individuality for
domestic purposes, but is also its necessary complement
if the aspirations of India for a recognition of its status
at home and abroad are to be satisfied. The Indian
Statutory Commission have taken the first step in this
direction, by recommending that in future the @overnor
General, and not the Crown, skguld appoint the members
of the central executive, and in earlier paragraphs we
have sought to deseribe what appeared .to us to be the
implication of snch a change. If, in addition, India by
convention were authorized to negotiate and conclude
agreements with other countries within the Empire and
even with foreign nations her feet would be set firmly upon
the path along which the Dominions have preceded her.

RELATIONS BETWEEN CENTRE AND PROVINCHS.

198. Principles of classification.—Before we leave the
diseussion of constitutional machinery in the provincial and
central spheres, it will be convenient to say something upon
the degree and method of adjustment that their mutual
relations are likely to require. The - Indian  Statutory
Commission conclude® their chapter on the relations between
the centre and provinces, with a consideration of the distribu-
tion of administrative responsibility. In an earlier chapter
on the provincial legislature, they statet their eonclusions
regarding the distribution of subjects of legislation between
the central and the provincial legislatures. Sir Walter
Layton’s scheme similarly makes a distribution in the
financial field. It will be convenient if we deal in one place
with these questions of jurisdiction, and with the further
question of how far provincial jurisdictions may be sub-
ordinate to or correlated with central authority. We are
here in a field within which final dispositions cannot now

*Veolume I3, para. 190. 4+Volume II, para, 96.
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be made. The ultimate form of the constitution cannot
vet be settled, or even be predicted with confidence. We
need not, fherefore on merely theoretical grounds radically
disturb auangemenfs which have in the past proved satis-
facfory. ¢ It ig, nevertheless ’’, as the Commission observe,”
- ¢ important to devise the 1mme61ate strocture in such a-
,way as to avoid plaeing any unnecessary obstacles in
the way of any natural future developments”. Con-
siderations of that nature, we presume, led the Commission
to leave intact, save for a few matters of detail, the
existing distribution of legislative and  administrative
anthority, and to maintain,t as we understand them to intend,

the present practice of deciding such questions by rule.

~We presume also that the (‘ommlsqmn do not accept the
proposal that ¢ residuary funetions >’ should be provineial.

In our view it is not improbable that the ultimate solution
of the problem of jurisdictions may be the provincialization
of residpary functions, but we do not feel sure that the
conditions are Vet pupared for & decision of this very
important point in the future federal constitution of India.

Two local Governments have advocated that residuary

powers should rest with the provinces and not with the
-ecentre, and apparently contemplate that a final and rigid
classification of that nature should be made. One of our
number wonld prefer to put that arrangement in a some-
what more elastic form, makmo statuton provision that
any matter which is not already bpeclhed under the existing
rules, should be assumed-to fall within the jurisdiction of
the local Government, aid that in ecage it is claimed to be
within the - Jurisdiction of the central Government, the
matter should be decided by the Governor General. It is
felt that, in view of the grant of autonomy to provineces
and the desire to let provinces develop on autonomous
and federal lines, this is the natural course to adopt.
It does not in any way commit the centre to any parti-
cular constitution in future, while it enables - the central
Government to bring the mattex within its own jurisdiction
if it really finds it necessary to do so. Others, however, feel
that so grave a decision cannot be taken at once. In theu'
view it would be premature to entrust to local Governments,
now to be equipped with untried machinery, all functions of
government other than those specifically assigned to the
central Government. Such a decision could be taken only on
theoretical grounds and might have inconvenient con-
- ‘sequences. It might, for instance, be argued that, if the
functions, of the central Government alone were eXhaus’mvely

*Volume II, para. 180, “tVolume II, para. 190.
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preseribed, the onus of proving that any action taken was
suira vires would rest on it alone. Such a position might
~derogate from the vigour of central administration, and
might have the effect of impairing the liberty of the
Governor General to be the interpreter of this portion ‘of
the constituvion. It seems probable that a scheme of ex-
elusive jurisdietions eould not be worked until the inter-
pretation of the constitution is entrusted almost cntirely
to judicial authority, and for that development, other
objections apart, conditions are far from ripe. The question
is at present largely one of status which may awaif decision
till the new responsible Governments in provinces have proved
themselves. So far ag it is a matter of efficiency of govern-
mesit, the present classification appears to us, as it appeared
to the Commission, to be generally satisfactory, and we
hesitate to decide now that functions, which Government in
future may have to assume but cannot at present foresee,
should be provineial. We prefer to maintain the fyeedom
which the Devolution vules now afford, to extend the provineial
field as new activities of government develop rather than to
be driven to devise means of assuming thege activities to
the central Governinent, as occasion later may arise, from
among undefined jurisdictions allotted on general grounds to
provinces.

Holding these views, we are in general agreement with
what we take to be the recommendation of the Commission
that the classification of subjeets should continue to be
regulated by rule. We recognize that™ ¢¢ changes in the rules

“may. be nececessary from time o time ”’, and we see in that
necessity good ground for avoiding the rigidity of statatory
enactment. :

«

199. Legislative jurisdictions.—I.egislative jurisdictions
must indecd rest on enactment, but we share the strong desire
of the Commiggiont ‘“ to see maintained the provisions of
the existing Aet »’. Thege provisions establish a certain con-
currence of jurisdictions, kept apart by a necessity imposed
on both central and provincial authorities of obtaining the
previous sanction of the Governor General, before the classi-
fication of subjects made by rule is transgressed. In effect,.
they protect legislation, provincial or central, from undve
challenge of its validity, but provide for selection of the
forumi in which proposals may be debated and enacted. The
Commission find these provisions to be ‘¢ ingenious and
effective ’. 'We believe them to be well-suited to the condi- ~
tions of the country, and to have proved generally acceptable.

*Volume 11, para. 190. YVolurie II, pira. 96.
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It is, however, possible to attack them on the grounds that the
-classification of subjects requires revision, and that the
machinery of previous sanction is capable of improvement.
T the first regard, the Commission reject® ¢‘ any alteration
of thp law which would restriet the range of the legislative
power of the centre ’’. They look rather to a freer use of
the Governor General’s power to permit provincial legisla-
tures te undertake legislation on subjects technically centrai,
and {0 o self-denying practice whereby the central legielature
would make its enactments on such matiers as social and
 religious cusgtoms adoptive or enabling. We think that these
~are lines which practice may be expected and should be
encouraged to pursue. But we observe that two local Govern-
ments would make more rigid provision. The Govern-
ment of Madrast would remove it from the power of the
central legislature to legislate for matters which concern one
province alone. The suggestion does not, so far as we are
aware, proceed on any ground of complaint in the past, and
we are reluctant to introduce into an alrvady intricate
system complications which necessity does not require. There
is much in the suggestion as made which we could not accept.
We could not accept it as a denial to the central legislature
of a right to legislate on its own subjects of administration,
if ~necessary, province by province, or, for instance,
for individual ports or universities. Nor could we at once
agree that certain provincial subjects should not be ‘“ subject
to legislation by the Indian legislature > as they are at
present. But if the Government of Madras desire that the
central legislature should not legislate for provincial subjects,
whose administration has ne extra-provineial effects, we
“would expect that the result of such”a provision would be
little different from that produced by the present provisions
for previous sganction to central legislation. )

The suggestion of the Government of the United Pro-
vinces is of the nature of a check to be operated at pleasure
by the local legislature. It is proposed that the local legisla-
ture should be empowered to require the central legislature

to give to its-legislation, affecting social and religious usages,
an enabling form. - It would be for the Governor General to
decide when such.a power hecame  eperative, by declaring
- whether the proposed legislation actually affected social and
religious usages or not. We are in sympathy, as were the Com-
~misgion, with the desire that amendments of social and
religious usage should be left increasingly to local legislatures.
But we wonld not readily agree that all amendmen!s

*Volune I, pava. 155, tMadvas letter, para. 37.
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should necessarily be so left, nor that the mechanism to secure
provineial interests should be a provincial power of control
over the centre. Measures of this kind would require the
previous sanction of the Governor General befors Jltroclue-
tion into the Logislative Assembly, and are not now in
practice taken into consideration till local Governments have
been fully consulted. It would, we think, be adequate if a
practice were established that "such consultation invariably
preceded the grant of previous sanction. But we would see
inconvenience in a provincial power to revise the grant of
previons, sanction, or to sit in consideration of a measure
under discussion in the Assembly, and to intervene at any
stage, even the latest, of that discussion. We would our-
selves trust ‘to the recommendations, which the Commission
have made, to secure due eonsideration of provineial interests.

The second ground on which the present system may be
eriticized is that the necessity for ebtaining previous sanction
to provineial legislation causes inconvenience and delay.
Criticisms, of this nature were made in the earlier period of
the reformed régime, when the operation of the law of sanec-
tion was attended with some friction. That friction is now

fargely a thing of the past, and it is questionable whether any
bubbtaniml pract]cal benefit would ensue from a modification
of the existing provisions. Nevertheless we would aceept
1he 311g00°:t1()11 of the Government of B ombay*, whereby
diseretion would be taken to mitigate by rule the rigidity of
the present law.

200. Administrative and financial jurisdictions.—'The
present distribution of administrative responsibility is com-~
mended by the Commission as generally satisfactory. We
agree, and find support for the same conclusion in the
views which the provincial Governments have expressed. We
await the publication of the report of Mr. Whitley’s Commis-
gion before submitting our recommendations for the dis-
tribution of funetions in regard to industrial matters. "The
more Pparticular 1ecommendatlon of the Indian Statutory
Commission in regard to the Criminal Intelligence Depart-
ment is opposed by the Governments of Bengal, the TUnited
Pu»vmces, and Amam The Commission recommend that the
clagsification of pohoe as_a subject of provincial administra-
tion should be accompanied by a diseretion in the Governor
‘General in Council to determine conditions regarding
the organization of a provincial Criminal Tntelligence Depart-
ment. The Commission rightly regard the matter as
important. An efficient intelligence service will depeud on

*Bombay letter, para. 6, sectira &,
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co-operation between local Governments and on co-ordina-
tion by the central agency. But the Criminal Intelligence
Department organization must be part of the regular
police administration of the provinece, as the Government of
Bengal point out, and little practical value would attach to a
powet to impose eontrol over ouly one branch of a unified
machinery of police administration. The recommendation of
the Commigsion, however, ig in effect permissive, and we are
prepared to accept it on that basis.

In earlier paragraphs of this despateh we have dealt in
detail with the proposals of the Indian Statutory Commission
regarding provineial finance. These matters also we have
considered in the light of the principles of classification which

~we have just described. We would continue the exist-
ing practice by which financial authority is distributed
by statutory rule, and we would retain residuary powers of
taxation at the centre. These appear to us to be wise
accompaniments of the entirely novel arrangements proposed
by the Commission. :

201. Corntrol.-—Turning to the questions of control, we
find ourselves in complete accord with the recommendation
of the Commission®that (Governors in the use of their special
and emergency powers should be supervised by the Governor
General and not by the Governor General in Council. These
powers are exercised in responsibility to Parliament, and
control of them cannot appropriately be exercised through an
authority in close relations with a popular central legislature. -
It is on that ground rather than on any ground of the ultimate
form of federation that we wounld employ only parliamentary
channels of control over Governors.

We approach the Commission’s recommendations® relat-
ing to ‘¢ the normal powers of the centre over the provincial
Governments ’’ from the points of view of the scope of these
powers: and the manner of their exercise. The first of the
_eight categories framed by the Commission seems to us to
be inevitable not only because central administration is vital,
but also because a central Government without self-snfficient
central agencies, must be in a position to secure mnecessary
action in provineces. The provision has indeed the sanction
of usage, and is not objected to by any provineial Govern-
ment.  The second category is drawn"in wider Janguage than
the corresponding category in Devolution rule 49. The Gov-
ernment of Madras objeet to it on the ground that it gives
the central Government too wide a measure of control. They
would maintain the existing rule which provides onlv for
inter-provineial disputes. The Government of the United

#Volame 1I, para. 182.
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Provinces would accept® it only on *‘ the understanding that
the Government of India will be vestricted to use their
powers principally for the purpose of collecting information,
giving advice, and settling a common policy, and not for the
- purpose of interfering in ﬂle actual details of ddmnus(rﬂtlon
in any provinee *’. The eriticism of the Government of the
United Provinces appears to us to contain the answer to the
objection of the Government of Madras. It is because, in
many matters which were not in dyarchic constitutions -
transferrved, a common policy may need to he determined
without waiting for disputes between provinees to arise, that
a new definition of central control mnst be songhf. We agree
with the Commission that the definition must be in very
broad terms. But we also agree with the Government of the
United Provinces that means must be sought wheveby pro-
vineial responsibilities may be safeguarded. The Govern-
ment of Hm United Provinces would find these.means in a
definition of the spirit in which control will be exercised. The
Commission have provided a check in the personal and entire
diseretion of the Governor General to decide, in any given
instance, the scope of eontrol. We ourscelves hope that that
dlscretmn, combined with the restrictionseon the method of
control which we shall presently suggest, will allay fears that

the intervention of the central Government may be exces-
give.

No d‘iﬁiculty arises about the third category which is,
howoever, not so much a matter of control as a distinet power
which the centre must possess.  In a preceding piiragraph
‘w¢ have stated our views upon the fourth category regarding
control of provineial borrowings. The ﬂfth and mth
categories might, we think, well be treated in the chain of
relations betwwu the beclemry of  State, the Governor
General and the Governor, and chould not be elassed as
matters within the superintendence, divection and controi of
the central Government. The proposalst of the Commission
regarding seceurity services confer on the Seerctary of State
a power to require provineial Governments to ompl oy these
services in such numbers and in such appointments as he
thinks neccssary. They alse imiply the power to exercise
disciplinary authority. e It might be convenient if the Secre-
tary of State were to delegate to the Government of India
guitable powers, possibly to the extent suggested”™ by the
Government of the United Provinees, But we see no rezson
why this should be done by statute as the Commission appear

#1.. P. leiter, para. 47 (i1). +Volume I, para. 329
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to contemplate. The phrase® ‘¢ safeguarding of Tmperial
interests 7’ does not appear to us to be entirely free from
obscurity, but we feel no doubt of the need for some such
provision giving powers to the agents of Parliament.

The seventh and eighth categories appear to us to be.
more suitable for classification as central subjects than for
__expression as powers of control. If they were so classified

the requisite power of control would flow from the first
category. We recognize, however, that diffienlt questions
arise, as they have arisen elsewhere, for insfance in Canada
regarding the participation of provineces in decisions reache
by the Government of India in external affairs. The subject
is a difficult one, and its solution will probably be found
through the: operation of practice and convention. But
whatever procedure may be approved for reaching decisions,
and we recognize to the full the desirability of previous con-
sultation with provinces, it is clear that the final authority
must rest with the central (Government, in whom must also
reside power to make the decision effective,

- We conceive of these powers being exercised, as central
control is at present normally exercised, by way of consulin-
tion, advice and even remonstrance. If, however, the Gov-
ernment of India were unable by these methods to get its
way, we would not ¢onfer upon it a further mandatory power,
but would expect it to advise the Governor General to act in
relations with the Governor. The chain of anthority wounld
be the Governor General’s powers of supervision over the
Governor, and the Governor’s overriding powers over hig
Cabinet. The machinery of control which we have deseribad
seems to us to reeoneile the claims of central and of provin-
cial authority most conveniently. On the one hand, we do

not desire to exclude the Assembly ffom disenssion of

matters which fall within the proper scope of the central
executive. On the other, we see chiection to. placing a
Governor or his ministers in the position of receiving orders
from an-executive in relations with the Assembly. In
practice  the mnecesgity of obtaining the decision of the
Governor General, before it can be held that provineial action
- affeets the interests of some other pamt of India, will be an
additional security that the provincial field is not uvaduly
invaded by the powers of supervision. ‘

202, Ceo-operation and co-ordination.—The recommenda-
tionsg of the Commission for co-operation hetween eentral and
provineial Governments and for co-ordination of nation-
building services do not, except in one other respect, involve

* Volume II, para. 182.
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any new constitutional provisions. We have already accepted
the suggestion® that it should be rendered comstitutionally
possible, under suitable restrictions, to assist provincial
objccts from central funds, and vice versa. ‘‘ Co-spera-
tion ’’,+ say the Commission, ¢“ should be secured by the
‘general goodwill of the Governments concerned, rather than
by the imposition of specific central control *’. VVe agree, and
although we recognize that the Commission also proposet:
that the central Government should *“ in future have a more
authoritative position than it now emnjoys, constitutionally,
in the transferred sphere ”’, we think that the restrictions
placed on the second category of control will obviate danger
of co-operation being secured, save in case of necessity, in any
other way. '

THE SERVICES.

203. The Indian Civil Service and Indian Police Ser-
vice—Continuance of recruitment.—The question of the
steps to be taken in regard to those services which are still
recruited by the Qecretarv of State on an all-India basis, is
one of great importance for the future administration of the
conntry and, we think, for the successful working of the new
constituiion which it is proposed to set up. Tho Statutory
Commission have rightly said that the Indian Qivil Service
and the Indian Police Service stand in a class by themgelves
as the ‘‘ security services 7’, upon which depend the organiza-
tion and divection of the )‘01101"211 ddmunstratwo system and
t}m maintenance of law m_d order. The Commission recom-

mend that these two services should remain on an all-Judia
footing, and that recrnitment for them should be made by the
Sceretary of State. The majority of the local Governments
are very decidedly in favour of this recommendation, though
within the Governments there are digsentient views. We our-
selves have no hesitation in supporting the proposal of the
Commission. It has been objected that a provincial Govern-
ment cannot feel unhampered in the exercise of its anthority,
so long ag it is not free to recruit all its services on its own
terms and have the final voice in controlling them. The
anomaly may be admitted, but it must at the same time be
recognized that considerable risks will be taken if the direc-
tion of m”cv iti all provincial subjects is transferred to
ponuLu' Gover nmont&, and that, if simultaneously far-reach-
ing changes ave made in the administrative machine whose
task it is to 05\11_\7 out policy, there is danger that the new
system may sfart under a serious handicap. It is necedsary
to keep the administrative foundations sound, while the new

*Volume I, para. 187. T Volame II, para. 184,
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constituiion is fa weing the difficulties which are likely to con-
hox L 1t at the start. Whether, after these have been sur-
moanted, it will be desirable to continue the recruitment of
the ‘;Q(’,Uﬂl‘iv services on the present basis is a  question depend-
ing en conditions which cannot at present be foreseen,

Maa ny of those who advoecate the discontinuance of the
present form of recruitment have no desire to destz‘oy"i,he
cexisting organization. They recognize the value of the work
the services meay be en;ec*eﬁ to perform during the fransition
period, and would be prepared fo face the temporary
aﬂomaﬁ v oof® 1etmmng officers, who can look ouiside the
provinee for the ultimate pmt ction of their interests.
But there is a large volume of opinion which argues that the
existing body of officers, retaining their existing privileges
and safeguards, will be sufficient to tide over the period while
the new constitution is establishing itself, and that by the time
they disappear their services will no longer be required. We
think that those who hold these views do not take full account
of the probable results of stopping recruitment. We believe
that, as soon as it was announced that recrnitment was
stopped and that, the all-India services as a whole were in
effect being closed down, the existing numbers would dwindle
far more rapldlv than is desired. Nor would it be easy, if
necessity arose, to resume recruitment with suceess after an
interval, which would have broken the old comnections and
traditions. The discontinuance of recruitment would in effect
amount to taking a final decision at a time when the condi-
tions of the futnre are still unknown. For these reasons we
hold that it is essential to continue recruitment to these ser-
vices on the existing basis.

204. The same.—Recruitment by the Secretary of State—
It is generally agreed that a decision to continue recruitment
for the security services iuvolves the mntinnance of their
reoluﬁmen by 1he Secretar b of ‘%mﬁ:e The justification for
maintaining these services is that t they f“?ﬂl‘%i officevy of a
high stan dard 1o deal with matters, the efficient hmullno of
which is primarv interest of the country. Tt ig of e
‘esgence of the case that the services should he able to atiract
the best material available. Ag the Statutory Comimission
peint out, an all-Tndia service has a much wider field of
choice than auy provinecial service, and the status and
traditions atiaching to it attract the best elass of Indian
candidates, while there can be no doubt that without the
security which is afforded by the protection of the See-
retary of = State, British ecandidates of the present
standard could nel be obtained. It has indeed teen sug-
gested by the majority of the Bombay Govemmenb that,
while these two zervices should be retained on an all- Tndia

L]
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- basis, they should be recruited not by the Seeretary of
State but through the central Public Service Commission,
and that they should look for protection to the Government
of India. Somewhat similar i1deas are expressed in other
quarters. We fear that this compromise does not really #neet
the difficulties that are felt on either side. On the one hand
British candidates, have for a long time attached great
importance to the protection of the Secretary of State, thé
value of which has been proved by experience. The Govern-
ment of India is for them a distant body, whose general atti-.
tude to the questions that may affect them is unknown. Its
protection will not give them the same sense of assurance as
they derive from Lhe protection of the Secretary of State.
On the other hand, so long as the services remain on an all-
Tudia basis and their pay and conditions are settled by a
central authority, whether it be the Government of India or
the Bearetary of df'atc, the obicct‘ion that local Governments
would be hampered in the exercise of their authority is not re-
- moved. We do not consider that any interinediate’ pomtl(m
between veerwitinent by the Secretary of State and provin-
cialization is likely to prove satisfactory and, as we hold that
the time has not coric for provinecialization we have no hesi-
tation in supporting the proposal that recruitment should be
continued on an all-India basis by the Secretary of State and
under the guavautee of his plotcehon

205. T —All Jocal Gov-
ernments agree that, if the seeurity services are to continuve on
an all-India basis, the existing rates of Indianization, which
were fixed on the 10('()mmendaimn of the Liee (Jommmsmn,
should be maintained. These rates are caleulated to produce
an equality between the numbers of Europeans and Indians in
the Indian Civil Service by 1939 and in the Indian Police
Service by 1949. We propose no change in these rates of
Indianization, which are indeed as rapid as appear to us to be
consistent with the retention of the character and traditions of
the two services,

206 The same.—Future reconsideration.—We have indi-
cated above our view that the continuance of ve-
ernitiment  for these two services must not be taken
as implying an intention that they should be retained
indefinitely. Al Jocal Governments are agreed that
the matter shouid affer some period be recousidered
in the light of conditions then existing. There is a
considerable variety in the suggestions mfxd(, as to the period
after which reconsideration should take place.  The Punjab
Government have suggested the year 1949, when the process
of bringing the number of FEuropeans and Indians {0 an
xjuality in the Indian Police Service will have been com-
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pleted.: The Government of Bihar and Orissa suggest 1939,
the year in which a similar process in the Indian Civil Service
should Lave been accomplished. The Central Provinces Gov-
ernment suggest that reconsideration should take place wheu
equality of Kuropeans and Indians in each service has been
reached. We doubt whether at this stage it is necessary to
,take a definite decision on the point, partlcula,rlv ag it seems
“to us inevitable that, when the D“Ewnwrhmz contemplated by
the Lee Commission have been attained, the future of cach
serviee must be fully reviewed.

207. 'The Indian Forest Service and the Irrigation branch
of the Indian Service of Engineers.—The Statutory Commis-
sion did not reach any definite conclusmn as to whether all-
Tudm recruitment should continue for the Irrigation branch
of the Indian Service of Engineers and for the Tndian Forest
“Service.  None of the provincial Governments had recom-
mended this course, but the Commission were so much im-
pressede by the importance of the work these two services
perform, that they felt the matter required further examina-
tion. Liocal Governments have again expressed their opinions
in the light of the considerations brought out in the
report  of  the Commission. They are, however, still
unanimous that there is no necessity to contume 1eeru1tment
for the Forest Service on an all-India basis, and, with the
exception of the Governments, of the Punjab and of Bombay,
no local Government recommends that all-India recruitment
should be continued for the Irrigation branch of the Indian
Service of Engineers. In two provinces recruitment for the
Tndian Torest Service has already been terminated as the
result of the Lee Commission’s recommonda‘mono, and im-
portant as the work of the Forest Department is, we do not
feel there is sufficient justification for continuing recruitment
for the Indian Forest Serviee in the other provinees, contrary
to the recommendations of the local Governments. It can
only be for very special reasons, such as those which apply to
the two security services, that reeruitment by the Secretary of
State can be justified for services which will be working under
an autonomous provincial Government. In the case of the
Irrigation service the considerations are perhaps more evenly
balanced. The revenue derived from the great irrigation
works in certain provinces is a vital e]@ment in provineial
finance, and the irrigation system is one of the chief founda-
tions of the economic pro%pentv and contentment of the
people. The official members of the Punjab Gove1nmen‘r g0
so far as to say that the efficiency and initiative of the irriga-
tion officer is a factor for internal stability, practically on a
plane with that of the officer in the security services. It is
¢asy to understand the anxiety expressed by the majority
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of the Punjab Government on the reserved.side to retain
what they regard as an insurance against deterioration in a
gervice of such vital 1mportanc<, to the prosperity and
economic life of the province. The recommendation of the
‘Bombay Government is also doubtless due to the fact $hat
the whole future of Sind depends on the success of the Sukkur”
Barrage irvigation scheme, in which, moreover, a huge capital
sum has i)eon, sank, It wou_ld bhe rash h(}hi.l,y to dtsregard
the views of the local Governments in a matter of such
fun(l,‘xmmta] concern to them. At the same time, we are
anxious that recruitment should not be eontinueds under the
gnavantee of the Secretary of State unless the need for it
18 bevond all reasonable doubt. Tn all provinces, except
the Pwnjab and Bombay, loeal Governments are pre-
pared to take the risk of dispensing with recraitment for this
service on an all-India b\w« and we accept theiy  views.
We have not been able to reach a final conelusion in regard
to the Punjab aud Bombay. There would be obviousg advanb
ages, we think, if it were possible to retain an all-India wer-
vice lm dealing with the great schemes of irrigation of the
Indus wvalley, pnthnly as  they affect two different
local ‘zdmnnqhmwm On the other hand, due weight must
be attached to public opinion, and it would seem, fmm the
views recorded by the Revenue Member and Uw Minister for
locai self-government in the Punjab, that there is definite
oppomh(m to the continuance on existing lines of recruitment
for the Trrigation service in the le]qb. If it were decided
that reeruitment should be maintained on an all-India hasis
for the Punjab and Bombay, it would be for further con-
sideralion whether this recruitment should be carried out by
the Sceretary of State, as recommeénded by the Punjab Gov-
ernment, or by the Public Service Commigsgion, on behalf of
the Government of India, as recommended by the Government
.of B(n‘mmy Whatever may be the decision in regard to the
Punjab and Bombay, we are agreed that in other provinees
recrunitment by the Secretary of State for the JTrrigation
branch of the Indian Service of Engineers should not be con-
tinued after the introduction of the new constitution.

208. The central services.—The Statutory Commission
have made no reference to the position of the central ser-
vices, which work under the Government of India. For the
most part the control of these services has been vested by
the recent civil services (classification, control and appeal)
rules in the Government of India. But the Secretary of
State in Couneil is «till respensible for the recruitment and
control of the Indian Political Department, the Indian
Eeclesiastical Establishment, persons appointed ountside India
to the superior telegraph engineering and wireless



187

branches of the Indian Posts and Telegraphs Department and
a few ecivilian officers holding posts which are paid from
army estimates. He also veeruits officers appointed outside
Imgiia to the supericr railway services, and eontrols the com-
paratively few officers holding the King’s commission on the
active list of the regular army and the Royal Indian Marine,
who are emploved in certain central services. We assume
that the Statutory Commission intended that theve should be

“no change in these respects, That is alse our view, except
in go far as recruitment for the superior telegraph engincer-

ing and wireless hranches of the Indian Posts and Tele-
graphs Department is concerned.. We do unot think it is
necessary that the Secretary of State should continue  in
future to carry on British recruitment for this service, Its
cadre is small.  British recruits are not likely to exceed on
the average one in two years and the number may even be
less, and we have no reason to doubt that the Government of
India will be able, without the assistance of the Secretary of
State, to obtain suitable British recruits in the numbers re-
guired.

209. Bafegunrds and conditions of service.—It is common
ground = that whatever may be the decision ad to future
recrultment of the all-Tndia services, the officers at present
in these services should be encouraged to remain, and shonld
retain all their existing rights, safeguards and prospects.
Further, ag we explain later in our observations on the Coun-
- cil of India, we recommend that changes in the statutory rales .
affecting the gervices should be made in consultation with a
body which represents service experience. One important
factor in the retention of the existing officers of the all-India
~services iz undoubtedly the vight of premature velivemont.

This right is at present possessed by all officers in these ser-
-viees, except the more recent recruits of Asgiatic domicile.
Generally speaking, nnder existing orders, the option {o retirve
prematurely extends only for twelve months after the transfer
of power proposed by the Commission has taken place. All
locak Governments agree with the Statutory Commission that
the right of premature retivement shonld bhe continued, with-
out limit of time, fo any officer who might under the present
rules have so retired on the coming intoe force of the new
constitution. We have no doubt that the extension of this
privilege is essential. Tf an irrevocable choice is presented
at a particular moment, there is a serions risk that a large
number of valuable officers would deecide to retire. The ex-
perience of the past has demonstrated clearly that officers
are more likely to remain while the option of rvetirement is
kept open.

The Commission reecommend that those, who ave recrnited
after the introduction of the new constitution, should enjoy
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the same rights, privileges and safeguards as members
recruited before the change, except in respect of the right of
premature retirement. They do not consider it is reason-
able that those who enter the services with full knowledges of
the conditions should be granted this right. In principle®we.
accept this view, but, in agreement with more than one local
Government, we regard the matter as one that will have
to be decided in accordance with the practical econsidera-
tions of faet. Tf satisfactory recruits can be obtained
withount the grant of this privilege, there is no reason why
it should be granted. But we do not think it would be wise
to run the risk of losing the recruits required for the all-India
Services, merely on this point of principle. It does not follow
that it would be necessary to extend to new recruits the
precise scheme which is; open to existing members of the
gervices. We think that the suggestion made by the United
Provinces Government that rights of retivement should be
offcred after fixed periods of service, the earliest of such
periods being twelve years, might well be considered, should
the necessity for making this concession arise.

. o

210. Security of pensions, family pensions and grovident
funds.—The replies of local Governments indicate marked
uneasiness among members of the all-Tndia services in regarc
to their pensions, family pensions and provident fundsg.  On
these questions we endorse the recommendation® made by
the Indian Statutory Commission. They point out that they
are not proposing any change whiech would bring pensions”
into jeopardy, but, following the Lee Commission, they recom-
mend that, if any statatory change is made hereafter
dnvolving the transfer of the financial control in this regard
now exercised by the Secretary of State in Council, adequate
provision should at the same time be made for safeguarding
service pensions. We assume that their recommendation was
intended to include family pensions and provident funds.
This is a matter to which we attach great importance, and we
trust that aun assurance on this point will be given by His
Majesty’s GGovernment, and that 1t may be found possible to
restate with reference to present conditions, in terms ag ex-
plicit as may be, the principles sel forth in paragraph 4 of
Mr. Montagu’s despatch No. 5-Public, dated the 9th February
1922. In the meantime we arc examining, in connection with
various memorials received from members of the services,
the question whether it is practicable to supplement this
assurance by measnures which will give a greater sense of
security to the services, and we propose to address you
separately on this subject at an carly date.

*Volume II, para. 332.
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211. Other recommendations.—We accept 1n principle the
proposals of the Commission in regard to the establishment
of provincial Pubhn Service Commlsgvom. There are certain
other matters of less importance on which we shall address
you sepaza@e}v

/ RELATIONS WITH THE STATES.

12. The federation. of sll-India. g . distant ideal—The
1e!atmnb whieh should eobtain between Britich India and
the “Indian 1atet« raise difficult questions immediate and
remofe, m)m of which have been diseunssed® by ther Uornmis-
gion.  We® roadil acmlot the ideal of an ultimate federation
of all-Tndia, and agree  with . the. . COdehS‘O‘l that - the
Indian btate< and the provinces of British India  preserve
remarkabl

v

le cultural affinities. and are g]owl*’workmg out a
destiny. We recognize the eeographical, economic
and pohtmal unity of British. Jndia and the States, but we
share the repugnance of the Commission to pronounce dog-
matic cpneclusions.. The ideal which has recewcd geneml
acceptance, and which we also accept, ist ‘¢ some sort of
federal arrangement ’. Deep-seated dlfﬁcultres -arige from
the heterogeneity of ‘[he units to be- federalh associated, and
from the Wlde range of matters to be made subjeet to control
from a common cenfre, The Commission remark that ulti-
maie federation carnot follow any kmown pattern. and
-we doubt whether any advantage 1is to be derived from
attempting now to sketch the ultimate form of future
political ~asseociation between British India and the States.

Federation might possibly be evolved on some such lires
as have been followed in the Dominions orin federal countries
elesewhere, but we refrain at this stage from following the
Commission into an examination of the methods by whleh the
end might be reached. The example of Canada has appealed
to-them, but the C‘ommlcmon go no further than to say that
individual adhesion is a poqsﬂole method of approach. We
are ourselves by no means clear that adhesion to the legisla-
ture of British India holds out greater promise than the ox- -
pansion and development of thn 0011n011 for Greater India,
and we hesitate to assume that the relations existing between
the provinces of British India and the cenfre will not neces-
sﬂ::xte a permanent central legislature for British India, deal-
ing Wlth matters whieh are of concern to British India alone,
aund to which the States could not appropriately be admitted.
We think that the way should be left open for the continned
existence, if necessarv, of the British Tndia legislature for
British India purposes, and for the possible ereation of an

*Volume II, Part VII.
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all-India legislature in which both the States and the pro-
vinees would be represented.

In short, the time has not yet come for a choice to be
made. A £ede1 ation of-all-India is still a.distant.ideal, and
the form which it will take cannot now be decided. . The duty
before us at this stage is to assist in arranging the prelimi-
nary setting and in removing obstacles from a still untrodden
path. Wlthout indulging in remote speculation, we thiuk
it more profitavie and necessar y to examine the conerete pro-

/] posals whlch the Commission make for immediate action.

213. Para,m.ountcy —We have already intimaded, in the
_* course of our examination of the structure of the central
[ - iexceutive, our acceptance of the Commission’s suggestion that
_ithe exercise of paramountey should no longer be a function
A ‘fé ;roi the Government of India, ‘We propose now to discuss the
L,,v “wuggestion in some detail,

/@ ;LQ-T At the outset we accept the important distinetion made

by the Statutory Commission between the exercise f para-
mountey on the one hand and, on the other, the normal treat-
ment of matters which are of common concern to the States
and to British India. It is only in respect of the former that
the Commission recommend that the Viceroy should be
statutorily vested with the iunﬁcfonq now_exercised by the
Government of India ; and the Princes themselves ask Tor
nothing more., The object of the proposed transfer is not to
\]] g o prop

ehange but to per petuate the present location of respons1b111fy

‘with the (wenia of the Crown, and the need for it arises partly.

“from the anhmp‘ﬂ ed inercase of the responsibility or respon-

siveness of the Governor General in Council to the British

Indian legislature, and partly from the formmulation of

the ideal of a federated India. Whatever legal or constitu-

tional arguments might be advanced to the conh ary, it is in

practice essential {hm the obligations of the Crown towards

the Indian States should contmuo to be discharged through an

agent - whom the Crown is able fully to eontrol At the same

. tlme as the Commission point out, it is in the last degree

( 1mprobable that the States would ever assent to the idea of a
\.

l

federal association, whose democratically controlled executive
could claim to exercise rights of paramountey over them-

( " “solves Any invasions .or limitations of the autonomy of

s -

the States mmust come not from the Government of British
India, but from the representative of the British Crown, to
? twhom alone the Princes admit allegiance.

‘7? We have anxiously considered whether the -object as
defined above could be achieved by any means less drastic
than those advoeated by the Indian States Committee and
the Statutory Commission. Our opinion that there is no
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exercise of paramountey is constitutionally - vested in the
Governor General in Couneil, should not be disturbed, except
to fhe extent of providing that those members of the Governor
(eneral’s Council, who may in future be responsible to the
central legislature, should be specifically debarred from
* participation in the disposal of such business. In other
words he considers that, in the event of the intreduetion of
dyarchy into the central Government, all matters relating to
paramountey  should  be  classified as  ‘reserved . If,
however, the central Government ig to be unitary, subject to
the reservation of overriding powers for the Governor
General personally in certain matters, the exercise
of paramountey should, in his view, undoubtedly be a
“matter in which the Governor General should pessess such
powers subject only to the control of the Secretary of
State. He {nrther considers that, if his views as summarized
above do not meet with aceeptance by His Majesty’s Govern-
ment and if members of the Governor General’s Council are
to be relieved of all responsibility in regard to the funetions
of paramountey,e that responsibility should be vested in the
Governor General rather than in the Viceroy. In urging
this view (which for reasons explained below the remainder
of us are unable to endorse) he is actuated by the fear that,
if at some future date the offices of Viceroy and Governor
General were to become distinet and to be held by two
separate persons, baffling and undesirable complications
~might ensune. His general attitude towards the whole
question is that the contemplated change involves a very
drastic separation between British India and the States,
which 1is caleulated to render their eventual fusion more
diffieult than would otherwise be the case.

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

e
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that it would afford the legislature a constitutional locus
standi in a sphere which, as our colleague himself admits,.
ought to be reserved for Parliament and the Crown, and would
create a position with wide possibilities of friction and mis-
understanding.  Finally, both alternatives would entirely $ail
to satisty the Prmces whose hopes for the future are centred
in the solution which we are advocating.  We consider that

that solution tends to unity rather than to dissidence. We re- «

gard it, in fact, as by no means inconceivable that the sur-
render_of the functions of paramountey to a democratically
controlled Government of India would lead in no. short space
of time fo open defiance of the [affer, and perhaps even to
hoquh ties. Tt may be argued that the Government of India
is not ve vet demoeratically controlled, and fhat the cdhange
which we are advocating might well be postponed until that
contingeney has arisen. We would reply that we are
satisfied that any such delay would be dangerous, The
influence of the legislature upon the central Government is
already sufliciently great to justify the misgivings which the
States entertain. Nor is any one likely to ar gue that they
are mistaken in anticipating that it will apldly increase.
So long as this constitutional quebhon remains open it will
be a ‘Iocns of controversy and friction, and the pobtponement
to some future time of a decision which we regard as in-
evitable will mﬂy increase the difficulty of its eventual appli-
cation. If it is defended and enforced now on the g’rounds
which we have desceribed above, we trust that public opinion
may be brought to realize that it ix not so (,omprehenslvc or
disturbing a measure as it has been represented in some
quarters to be. In all matlers, where British Indian inter-
ests are concerned, British India will, as at present, have

full constitutional opportnmtieh for expressing, and, with
due regard o the rights ef the States, enforcing her dcsn*eq.
And even in affairs internal to the States thero will be no-
thing to prevent the Vieeroy, if he so wishes, from obtaining
the opinion of his Council in any matters Whlch by reason
of their nature or intrinsie importance, seem 'to require
serutiny from the British Indian standpoint.

It will he observed that we have, in the foreg omgr
observations, been at  pains to uge the term * Viceroy ’ in
- preference 1o fhab of ¢ Governor General ’. 1T is, in fact,
otir_considered opinion {ha t the Groverqor General ghould
hereafter he appointec esignation  of
Vicerov and . Governor (::engxal;ﬂand ‘cha’r his functions in.
,r(m the exercise of paramountey should be statutorily
iwested in him under the former designation. The argu-
'ments on which this proposal is based though in~ part
sentimental, appear to us to be cogent. It is on the King
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Emperor that the loyal sentiments of the Indian Princes are
centred, and it is towards the Viceroy, as His Majesty’s
representative rather than as the Governor General of India,
“that they feel that respect and devotion which is so valuable
a facter in our dealings with them.
b

214, Matters of common concern.—With regard to mat-
ters of common concern the Commission make three definite
proposals, namely, that a Tist should be prepared of those mat-{!
téFs which are of common concern to the States and to British®

India ; that there shou b
any new Government of India Act a recital which wou v/
~on record the desire to develop that closer association between 7
the Tndiair States and British India which is the motive force -
behind - all discussions of an eventual federal union ; -and
that provision be made for the creation of a Coun- =
cil for Qreater Tudia for the purpose ol joint consultation on /1. }
‘nTatiers of common concern included in the Tist. 1

We support these three suggestions, but make the fol-
lowing geéneral observations. The list of matters of com-
qmon. concern ig to inelude from the outset thirteen matters
which cover a large,portion of the range of the Government
of India. Defence is a noticeable omission, presumably in
“aceord with the Commisgsion’s recommendations to remove the
adminigtration of the army from the Government of India, and
{o eonstitute a committee on army affairs on which the States
might be given representation. The list is to be included in-
g schedvle to the Aect and the matters included in it will
require to be brought up for joint deliberation. 'The require-
~ment of joint deliberation imposes a restriction npon the free
action of the Government of India, but we take note that the

fist is to be made in consultation and by agreement.

‘We have no objection to a recital in the preamble which
merely places on record a desire for closer co-operation in
the future. But in the form given to the reci{al®* in the
report there is approval of the prineiple of joint deliberation
on matters of common concern at the diseretion of the States.
We conceive that the form of the recital will be determined
by the conelusions reached as to the nature and functions of
the Council for Greater India. Representation on the Couneil
may be regarded as participation in a mutua] privilege, but
the view may be taken that its creation imposes a constitu-
tional limitation on the free action of the Goverument of -
British India. The implications of the recital proposed by

- the Commission are that while British India is given no dis-
~cretion and must submit to diseussion of its functions, so far

*Voleme 11, para. 236.
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‘as they fall within the ligt of matters of common concern, for
the Stales submission is optional. No Indian State necd come
within the scheme, unless it so desires.

215. The Council for Greater India.—The provision for
the Council for Greater India is a statutory diseretionsin the
Crown o ercate the Council for purposes of consultation. We
have 1o particular comments to make on the suggested com-
position of the Council, or on the proportions proposed
respectively for the representation of the States and of
British India. We think it probable, however, that on prac-
tical grounds it might be necessary to increase !ts total mem-
ber.s}up to not less than 60, of whom about 20 might be re-
presentatives of the States.  As to the scope of thc funetions
of the Council, the power given to the Vieerov to certify
from time to time such other matters as he may consider
suitable for consideration by the Couneil introduces elasticity,
but the demand might be made from the British India side
that additions to the list should be made only by rule. We
agree that the funetions of the Council should e consulta-
five only, but in some respects the consequential proposals”
made by the Commission induce misgiving. Instead of re-
porting to the central legislature and to the Chamber of
Princes, a more snitable arrangement might be that it shoald
advise the Viceroy and Governor General In the second
place we are doubtful whether the Council should possess
the administrative power of appointing committees of in-
vestigation and report. Tastly, since the Council is itself to
be compased of mixed elements we are not mnwols satisfied
of the need of any provision for meetings of a joint com-
mittec dvawn from the Council and frora the central
legislature.

These however are matters of detail susceptible of ad-
justment by discussion. TIn the meantime we repeat our gene-
ral agreement with the Commission’s suggestions. We re-
gard them _ag a valuable contribution fo__current politieal
thought on_an_exceedingly diffienlt problem, and we trust that
they may attract support both from the Princes and from the
representatives of British Tndia at the Round Table Confer
ence.

216. Beconomic and financial relations.—Before we leave
the problem of relations with the States we take this oppor-
“tunity to refer to developments outside the recommendations

of the Commission. It is well known that for some years past
the States have been claiming a share in the customs Ievovmef
of the Government of India. These claims were presented in

~ *Volume II, para. 237,
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considerable detail before the Indian States Committee; which
recommended- that-an expert committee should be appointed
to enguire into the reasonable claims of the States, or groups
of States, to a share in the customs revenue, as also into any
reasonable claims under other heads, and at the same time in-
vestigate the adequacy of the contributions of the States to
Imperial burdens. Subsequent to the publication of the re-
port of the Indian States Committee, the claim of the States
has developed into something wider and more comprehensive
than a request for a share in the customs revenne of British
India. They ask in effect for a survey of the whole field of
fiheir financial and econemic relations with the Government of
India.. :

In their report* the Indian States Committes rejected
the contention of the Princes that the indireet taxation of their
subjects by means of onr customs tariff is ulira vires {rom
the point of view of international law gnd partakes of the
natnre of a transit duty. Our own exhaystive examination of
the claims put forward has failed to reveal any ground on
swhich relief can be claimed as a matter of right, either under
ireaty obligationse.or from past practice ; and our broad con-
clugion has been that the question is but one aspect of the
many-sided problem of the political evolution of India and of
the future relations, especially the future financial relations,
between the Government of India and the Indian States. We
have, liowever, long been conscious that, from the point of
~view of equity, the operation of the customs tariff has pro-
vided the States, or at any rate some of the most important

among them, with what they believe to be a grievance. There
is the further consideration that for the reasons anticipated
in Sir Walter Layton’s scheme, the burdens imposed on the
States through this indirect taxation of their subjects may
Become heavier in the near future. Do

; 217.  The need for a solution.—Apart however from con-

-siderations of equity, there are now new @arguments of even
greater practical importance which in our view necessitate
an early review of our financial relations with the Indian
States,  Tn the first place such a review seems to follow in-
evitably upon the proposal that the Viceroy and mnot the
Governor General in Counecil should be the sols agent of the
Crown for the exercise of paramountey over the States. If
.this proposal is approved British India may maintain that
~itg -own legitimate ‘revenues should not be called upon to
defray the expenses of this new relationship. We anticipate
therefore that it may become necessary to have a completely
separate ‘‘ political >’ budget directly financed, so far as may

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

Secondly, though we are, as we have stated, in full agree-
ment with that porfion® of the Statutory Commission’s report
whicl: recommends the ereation of a Council for Greater India
for the treatment, in a consultative capaecity, of ~matbers
of ail-India concern, we think that the consultations of such
a Couneil would have much more reality and practical usefnl-’
negs if the States had a definite financial interest in that pox-
tion of the agenda which relates to the indirect taxation of
their subjects. : .

The third and most important consideration is that
the natural and harmonious development of the financial and
eeomomie programine, snggested by the Statntory Commission
for expanding the resourees of British India, would be much
more effectively porvsued it the co-operation of the States
could he  assured.  Sir Walter Laylon hast  cxpressed the
opinion that, il Lis proposals are to sueeced, ‘¢ some means
must be found of harmonizing finanecial poliey i the two
gections of the country .

218. The possibilities of conflict.—In out view the require-
ments of the future will demand sueh a harmony unot only
in the sphere of finance and taxation, but also in such matters
as legislation affecting the conditions of industry. For
example unless the co-operation of the States can be secured,
there is a real danger that the absence of restrictive Factory
Acts may attract industries to the Indian States to the defri-
ment of British India. In the sphere of finance and taxation
the need for uniformity of practice between British India
and the States is becoming inereasingly important. There 18
the obvious case of the ineome-tax, in regard to which a dis-
varity of rates may lead to a removal of business from British
India, a danger which becomes greater as the rates of incowme-
tax increase. Again the development of  ports in certain
maritime States has raised questions, which concern not onlv
onr sea customs rvevenmes but also the conflicting interests
of traders in various parts of India. In so far as the customs
revenues are concerned, we have taken such action as
appeared to ns necessary and justifiable for the protection of

cour interests, but such measnres cannot fail to be attended
by friction, controversy, and administrative inconvenience.
and we should greatly prefer an agreed settlement, which
wonld remove all obstacles to the natural and harmonious
r!ovelop{nent of India’s communications by sea and land.
Lastly, if we are in future to develop our financial resources

*Volume I1, para. 237, +Volume IT, para, 315,



by resort to new all-Tndia excises of the nature contempiated
by Siv Walter Layton, the co-operation of the States will be
e\wgmai This uneed can be easily established by a single
illustration. If the manufacture ol matehes were to be per-
mitted without excise restrictiong in State territory, the von-
mmmtmn of untaxed matches in British India on a very large
seale would inevitably follow, and uno  system of customs
barriers could be developed on a sufficiently wide seale at o
sufficiently jreasonable cost fo prevent that consequence.

‘219, An economic union.——We have given this brief staic-
ment of an impending problem in order to indicate that, when
discussion furns on ways and means to bring about an asso-
ciation between British India and the ._%mteh, the matiery at
issue are not academic. Important practical considerations
arc involved. The financial and ccouomic issues alveady
raised between the fwo component parts of Greater Iudia
necesgitate early solution. 'We do not claim to have formed
decided views. The whole question must inevitably be eon-
sidered at the Roynd Table Conference, when representatives
of the States and of British India will have equal oppov-
tunities of expressing themselves. We can at this stage do
little more than put forward certain principles which appear
to us likely to govern the case.

In the first place, there can be no diminution by the
{overnment of their right to levy and retain eustoms doties
on-wll goods imported at British India ports, even  though
destined for consumption in Indian States. But the Govern-
ment of India ean in our opinion properly agree to review the
position on equitable grounds, for the reason that the customs
revenue and import dutms have ‘in recent years come to bear
a substantially different significance to that which they hore
- when the original freaties aud arrangements with the States
were settled.

Secondly, if consent be given to take into account con-
siderations of equity in a review of the customs situation, it
should be counterbalanced by a simultaneous review of the
position as regards the States’ contribution to the cost of
defence aund of other Imperial services, which relieve the
States of expenditure or contribute direetly or indircetly to
their benefit. Flinancial investigations would thevefore cover
the whole field of claims by the States against British India
revenues, and counterbalancing eclaims by British India
against the States.

When the acconnts of hoth sides have been dyawn up.
some States may be found to have a credit balance ; others
“may be found to be making less than a proportionate contri-
bution to Imperial burdem. For this reason, no finanaal
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settlement should be made with individual States that does
- not have regard to the entire account. Each settlement must
be an integral part of a general settlement between Brjtish
India and the States as a whole. Further, before any finahcial
settlement be entered into, the States concerned should bind
themselves to the adoption of a policy uniform with British
India, in regard to such matters ag commereial and industrial
legislation, the level of their excise duties, and the rate of
their income-tax. The proceeds of such uniform taxation,
including customs duties collected by maritime Stdtes at their
ports, should be credited into a common pool with a view to_
1ts ultimate distribution on such cquitable principle as may
he agreed upon, and there should be full facilities for inspee-
tion by an all-India inspectorate staff, in the recruitment and .
control of which the States would have a share.
In no case would retrospective effect be given to any
financial settlement or part thereof. N

.220. A settlement by agreement.—We set out these broad
principles for general consideration. We recognize that con-
troversial issues are raised, but the problemt is pressing, aund
it is essential that such solution as may be reached should
carry conviction on both sides, in the States and in British
India, that the interests of meither have been ignored or
sacrificed. It seems to us that the best occasion for reaching
an agreement satisfying this condition will be afforded by
the forthcoming Round Table Conference, and we recommend
that every advantage should be taken of the opportunity., If
there were to be complete agreement as regards principles, it
would remain only in the case of each State to translate those
principles into terms of a financial settlement. A second
alternative, the possibility of which we do mnot exclude,
would be an agreement between the representatives of the
States on the one side and of British India on the other, that
the whole question of the future financial and economic
relations should be referred to an arbitral tribunal, whose
decision would be accepted as binding on both parties.

THE HOME GOVERNMENT.

221, The executive authority of the Secretary of State.—
In an earlier portion of this despatch we have described the
constitutional importance attaching to the recommendation
made by the Indian Statutory Commission that the members
of the central Cabinet should be appointed by the Governor
General. We have sought to show in what way such an
arrangement will affect the relations of the exceutive with
the legislature, and to suggest how the recommendations
of the Indian Statutory Commission might be developed
imto a working partnership in administration in India. When
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we proceed to consider more closely how a central Cabinet
resting on such a basis should be related to authority in
Englapd, we think that the general tenor of the recom-
mendations  of the Indian Statutory Commission involves
- that the Secretary of State shall in future exercise over the
quvernment of India only a power of superintendence, direc-
tion and  control. We consider it of some tmportance to
place beyvond possibility of doubt a position which to some
minds may appear obvious, for the ¢ doetrine of agency ”’
has at times Been strongly pressed.  In earlier years this doo-
frine encouraged a tendeney to bring the Vicercy inlo the
same relation to the Secretary of State as that in which an
Ambassador or Minister at a foreign cowrt stands 1o the
Secretary of State for Foveign Affairs, and it was relied upon
by Lord Morley in asserting for the Secretary of State the
“extreme power of giving direct orders to every officer in India
from the Governor General to the humblest servant of Gov-
~ernment in the districts.

In futore, according to the recommendations of the
Indian Statutory Commission, the power to appoint the wem-
bers of hig Cabinet, alike in provinces and at the centre,
would rest with the head of the administration. This ap-
pears to involvé that the Governor General and Governors
would conduct the administration with advice from members
of their Cabinets and under the control, greater or less, of
the Crown. Provincial Cabinets would, save for the over-
riding powers of Governors, and a limited superintendence
from the centre, be subject only to control by provinecial
legislatures.  As  regards the centre, * *the executive *’
say the Commisgion, ‘‘ willto an increasing degree be
responsive to the will of the federal representatives '’
Such an arrangement in onr view wonld seem to
preclude the retention by the Secretary of State of a primavy
power of administration devolved upon him from the Crown.
The future constitutional position in the presence of execu-
tive Governments so constituted wounld natnrally be that
the admninistration would ‘become vested in the Crown,
and cxercisable at the centre by the Governor General and
in provinces by the Governor, but subjeet to such superintend-
ence and control on behalf of the Crown as might in each case
- be found appropriate.. The scope of the aunthority of the Sec-
vetary of State would then be two-fold. First, he would be
the adviser of the Crown, or, if devolution were made to him,
the first executive authority for matters removed from the
jurisdiction of the Government of India. For instance, the
original authority for the making of treaties, the exercise of

‘ | A *Volume II, para. 179,
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paramountey, the contraction of loans of particular kinds, and
the recruitment of certain services might vest in the Secre-
tary of State. But his duties of this nature would be limited
to the particular matters, specifically removed from the gene-
ral devolution of authority from the Crown to the Grovernor
General or the Governor. Second, the Secretary of State
wonld exercise powers of superintuldence direction and col-
trol over heads of administrations, correspondmg to the obli-
gations laid upon them.

292. The Secretary of State’s powers of superintendence,
direction and control—We have already explained how our
conviction of the necessity for a partnership between Britain
and India has led us to the conclusion that Parliament sheuld
consent to specify the purposes for which alone it will assert
its authority in the administration of India. We are accord-
m)ly unable to accept what we take to be implicit in  the

‘recommendations of the Indian Statutory Cbmmis ssion, |
namely, that the Governor General in Council must in terms
continue to be subject to the undefined control of the Seecre-
tary of State, but that in practice the *intervention of the
Secretary of State should depend very largely upon the atti-
tude of Parliament. In regavd to provincial administration
we agree that +¢¢ it should no longer be open to the Sceretary
of State to issuc orders on matters which are of no concorn
oatside the provinee itself, other than the limited class in
regard to which spec;al powers are reserved to the
Governor . We agree also that at the centre the personal
powers of the Governor General should be placed uader the
unrestrieted control of the Crown. But it is imaplicit in our
recommendation for a specification of ~the purposes of
Parliament that both the Governor General’s special p’)wets,
and also the Secretary of State’s powers of superintendence
dircetion and control, should have no other extension tnan
these purposes.

223. The power of appropriation.—The disposition of
executive authority, which we have just suggested, has its
natural parallel in the field of finance. Tt 1mp11es a corres-
ponding disposition of powers of appropriation. At present
the revenues of Tndia vest in the Crown.  In theory all appro-
priation is subject to the control of the Seeretary of State
in Counecil and requires the concurrence of the Couneil of
Jundia. ‘But rule and practice have brought about a wide de-
parture from the theoretical position. In regard to voted
rexpenditure the power of appropmahon has passed to the
le<vlslafure% in India and to the Governors and the Governor
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Gteneral, and in regard to non-voted expenditure is exeyeised
by the Governments in Indian. Proviveial Governments, in
consequence of the devolution of anthority and the allocation
off revenues made to them, do not require the previous sane-
tion ol the Secretary of State or of the Council of Tndia-
before approaching their legislative couneils for voted supply,
or appropriating moneys for non-voted ex pemmmﬁ The
“Government of Tudia, however, are vequired fto submit their
“annual proposals for ,mpmpnaium for the previous mm{ﬁ;n 1
of the Sderetary of State and the Council of India, receiving
for mnon-voted expendituve authority to make the necessary
appropriotion, and for voted expenditure what is, in  effeet,
permission to obtain what supply they ean from the
Assembly. This position we regard asg administratively
neither necessary nor convenient. If the Governor General
‘is 1o be made by statute primarily responsible for His Majes-
ty’s Government in India with advice from members of a
Cabinet which he will himself Select, the power of appropria-
tion should in the first ingtance and by statute lie with him ;md,
his legislature. , This necessity will be the more apparent if
Parliament (\ccept the propriely and wisdom of defining the
purposes for which it will control the Goverument of India.
For if the interest of the Secvetary of State is limited to the
fulfilment of these purposes, it would scem unnecessary that
he ghould concern himself with the details of the Indian
budget, or that the whole annual scheme of Indian finance
should be subjected to close and meticulous control.

224. Method of specification of the powers of the Secre-
tary of State~—We have alveady deseribed in this despateh
certain purposes which Parliament will be intevested to
secure. It is nol possible in the circumstances in which this
despatch is written to explore the whole field. 'The formu-
lation of precise and exhaustive prescriptions is a matter,te
be undertaken at greater leisure. But our coneception of
partnership demands that Parliamentary purposes should
“be. capabie of definition. OQur argument would, therefore,
be mcomplete if we did not show that, as we consider desir-

- able; specification of the functions of the Secretary of State
is-likely to prove feasible, and if we gave no indication of
lines on which it might proceed. We gather that the Indian

tatutory Commission, although like ourselves they were
unable to pursue a detailed enquiry, regarded it ag not im-
possible that such a definition should be made.” For they
make the following remarks: ** It may be that fields of
administration can be mapped out, in which it can be said
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with confidence that no question will arise upon which His
Majesty’s Government would feel bound to reserve to itself
the final decision, notwithstanding the agreement of the ( mv—
ernment of India and the Indian lurlc,lature We canmot
Jourselves suggest one and are, ther efore, unable to recom-
mend any extension of the prineiples of the ¢ fiscal conven-
tion ? 77, We ourselves approach the problem from a some-
what different angle, having regard rather to general pur-

poses, which must be secured by Parliament in Whatewr field
of administration they arvise, than to particular » subjects
which can bhe made immune from or liable to Parliamentary
intervention. But we recognize that a demarcation which
seeks to give to Indian administration the fullest reasonable
degree of {reedom from external control, must, even if it
starts from broad principles, descend to the consideration of
particular functions. The distinetion will be perhaps more
clear if we congider the methods by which the necessary
specification could be made. Three methods have suggested
themselves to us, namely positive enactment, &tdtutory T’ll](z‘b,
and some form of declaration, possibly made by the bo(,wicuy
of State and accepted hy _l,"ul.f,amonl. The méthod of [:()&1 Ave
enactment appears o us to be unsuitable, because our aim is
to defiue the purposes of intervention in such a way that they
may be capable of changing as cireumstances permit in the
direction of greater freedom in the Government of India.
The method of declaration may he appropriate for purposes
of illastration, and in order 1o set forth the spirit which will
animate ihe operalion of formal provisions. But we would
‘not expect it by itself to prove sufficient, for the differen-
tiation which we seek must, we anticipate, be placed ulti-
mately on a statutory basig, if Indian opinion is to have ude-
guate assurance. Sueh a basis might, as in the past, be
found in statutory rules. We do not contemplate that these
raoles would effeet a tripartite classification of  subjects,
adding to the existing classification of funections as central
and provincial a third category of Parliamentary subjects.
The existing classification proceeds from the assumption that
all functions of government, with certain exceptions, are
exercised by authorities in India, and arranges these fune-
tions in central and provincial compartmentq ‘What we
would seek to do is, while respecting that almost exhaustive
allocation of functions to authority in India, to define the
objects for which Parliamentary intervention in central
administration may be practised, whatever function of
government may be concerned. It would seem to follow that
an ‘appropriate method. of specification would be to draw the
statutory rules in a broad and general form with reference to
the purposes of intervention, and if-it were found neeessary

to bring them into close relatlon to the classified functions of
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government {o amplify the roles by some wimdidw deciayas-
tion, illustrating or it might be limitiug the application of the
sevei al rules to the beveral funetions.

*925. Statutory rules—A precedent for what we bwk may
be found in the existing rules under section 19A of the Gov-
cernment of India Aect, velaxing the puwers of the Becretary
of State to control the administration of transferrved sabjects
in provinces. - These rules are broad definitions of esvtain
purposes of control, and, so far as we are aWare, their frans-
lation into detailed pmctme has been attended with little diffi
‘culty. 1In the central field, however, which we are now con-
sidering, the purposes to be secured are more imporiant and

“more pervasive of the administration. We have giveu such
consideration as time pe1mltted to an ewzplo‘““tmrz of the
ground to be covered, and in the pmhonq of this despatch
dealing with central finance and with comfierce we have
e\plamoéi in some detail the views which we entertain. We
“are not, however, in a position to draft the rules which we
would rward as suitable. We can at preseut do no more
_than sug,@:esf categories of mterebts in the hope thst our
~ object at this stage, namely, iv show thal speeificalbion  ig
likely to prove feasible, will be thereby attained. Tu that
end, and with a degire to assist the fuller investigation
Whlch we recommend, we suggest the following - ’

(1) the administration of subjects entrusted to the
Secretary of State ;

(2) the defence of India agaiust external aggression ;
(3) Imperial interests including foreign affaivs ;
: (4) questions arising between India and other parts of
‘ the British FEmpire ;
(5) international obligations, or any obligation arising
¢ from an arrangement within the Empire, to

which India is a party, or which is otherwise
binding npon India ;

(6) ﬂle conditions of internal security ;

(7) the financial stability and credit of India, and the
fulfilment of existing obligations ;

~(8) the protection of minorities ;

(9) the avoidance of unfair economic and commiercial
discrimination ;

(10) the rights of gervices reermted by the Secretary
- ~‘of State

(11) the maintenance of the constitution.

226. Interpretation of the rules—What degree of
glaboratio’n the necessary rules would require in order to cor-
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relate them to particular subjects would to some extent
depend on the assurances which particular interests such us
minorities and established commerce and industry  might
reagonably require, and on the extent to which in practive it
might be found desirable to have a more detailed exposition
of Parliameuntary coutrol. We ourselves would prefer that
just ag the rules under section 19A were in provinces trans-
lated into administrative practice without difficulty, so the
broad rules we propose for the centre should be left to their
natural operation without any formal elaboration, But if -
such elaboration were found necessary, for instance, in the
fields of finance and of commerce, we think that a method
of deseription and illustration would he appropriate. We
would deprecate anything of the nature of codification, for it
would in our view be unfortunate if any document in elabo-
ration of the rules came to be looked upon as a digest of
powers which ordinarily must be exercised. The road to dis-
continuance of control is best laid open by stopping short at
rules broadly expressed, and by giving to any subsidiary
definition, should such be necessary, a permissive forw.

227. The Council of India as an independent authority.—
Its financial veto.—I1f we have succeeded in establishing the
true constitutional position that authority of administration
and appropriation may be direetly devolved upon the Governor
General, and that the Seeretary of State would then occupy o
position from whieh he may exorcise specified eontrol, it
remains to enguive whether there is room for a third statu-
tory independent  authority. There is  a strong body of
opinion in ludia which regards the Council of India as super-
fluous, or even as an obstacle to political advance, Those
who hold these views might fairly maintain that the prin-
eiples on which our proposals arc based preelude the reten-
tion of the Council. For, they would argue, where Purlia-
mentary purposes were involved the Counecil of India would
be out of place, and where they were not involved, it wenld
not be necessary, since the Indian legislature would be in a
position to protect itself. :

The functions of the Council fall into two classes. It
teuders advice to the Seceretary of State. In certain matters
it grants oy withholds assent without which action canuot be
taken. We shall deal presently with the Council of India as
an advisory body. For the moment we are concerned with
its position as an authority independent of Parliament and the
Government of India, exercising a veto.over expenditure and
over variations in conditions of service, We agree with the
Indian Statutory Commission in considering the financial
veto of the Council to be of moment only in regard to non;
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votable expenditure, and for the protection of the interests
of India against claims by depavtments of the Home Goveri-
ment. We, therefore, see no justification for the retention of
the veto in regard to financial proposals emanating from the
Government of India, and would not favowr its continunance
except for use on occasions when Parliament proposes to inter-
~vene in Indian administration. There is force in the observa-
~ dion of the Statutory Commission that, if military expenditure
- were determined by agreement at a fixed snm, there would he
little advantage in retaining the veto. We have elsewlherc
proposed that supply for defence should be fixed and deter-
mined at intervals by a special procedure. Tf that course
were adopted, there wight he Jittle necessity for retaining the
veto of Clouneil,  But whatever the decigion may he vegarding
appropriations for defence, we would prefer that the prineiple
of arbitration should bhe established, and that differences
between Iis Majesty’s Government and the Government of
India in regard to non-votable expendifure should be settled
by negotiation and, if necessary, by adjudication. We are,
therefore, inclined to the view that the future constitution
wonld leave little voom for the Council of India ag an inde-
pendent authority with power over appropriations, and we
anticipate that any such differences of opinion as might arisc
between the two Governments could be settled in a manner
more consonant with the freedom, which the Governmeant of
India may suitably enjoy.

. 228. The same.—Its control of service conditions.—'t'he
second  function of the Clouncil of India as an independent
~anthority is its control over the rules governing the sevvices
in India. In this regard we observe, first, that acrording
to the proposals of the Clommission the scope of thig fune-
tion will in future bhe muech restricted. In the secoud place
the concern. of the Counecil of India is with rules altering
conditions of service, and not with the application of these
~rules to individual cases. Nevertheless, the protection which
the funetions agsigned to the Couneil of India have afforded
in the past has heen highly valued by the serviees, and the
maintenance of some protection of this kind may eonsiderably
affect the flow of recruitment and the peace of mind of those
atill in service in India. We consider that the Secrvelery of
State will continue to require advice in regard to the sevviees
and that that adviee must be of a kind which will command
service confidence. We do not; however, feel convineed that
protection must be given by the existing methods or that
merely in the interests of a comparatively small namber of
services the Couneil of Tndia should be retained as an aunthority
ecompetent fo withstand the wishes of the Government of India
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and of His Majesty’s Government. We wounld prefer a method

whereby the Seeretary of State in these matters was statu- .
torily vequirved to consult a bhody contfaining those who had
reeent experience of service conditions in India and recog-

nized a convention that their advice would not ordinarily be

disregarded. For these reasons, if the alternative .suggestions
which we have made prove to be capable of adoption, we are

prepared to see the disappearance of the Council as a body*
independent of Parliament and the legislatures in India.

229. The Council as an advisory body.—As an advisory
body the Coureil of India has appeared to man¥y observers
to be somewhat ineffective, and to others to enconrage a ten-
dency to do over again at Whitehall work which has been
done in India in closer velations to actual conditions. The
Seeretary of State is under no obligation to convene the
Jouneil oftencr than onee a month, to attend its meetings or
to accept ity advice, and it is generally believed that succes-
sive Seecretaries of State have in very unequal degkee avail-
ed themselves of the assistance which the Council is able to
afford. If, as we hope, Parliament is prepared to specify
the purposes of its intervention, the Secratary of State will
require advice in a more limited range of subjects than in
the past, and it is possible that the advice which he would
require will not always imply the need for Indian experience.
He will continne to stand in need of advice in military mat-
ters. Iiqually important is the advice which he should
receive in regard to finance. We have already indicated that
on service matters he should have recent experience of ser-
vice conditions in India upon which he would call. We are
not, however, convineed that the need for advice will justify
statutory provision for a corporate body of advisers, and we
wonld indeed be inclined to think that the financial advice
should he ebtained from a special eommittee smaller than the
Jouneil, aud composed exclusively of persons in close contact
with the practical finance of the day. But the method by
which the Secretary of State may obtain advice is not a
matter with which we are primarily concerned, and we would
here only stress the nccessity that he should have suitable
expert advisers in regard to services, finance, and military
problems, and that their experience, when it is Indian, should
be recent. :

GENERAL RESULTS.

230. British India a political entity.—So much by way of
detailed eriticism and recommendation the time at our dis-
posal has permitted and our duty has seemed to us to require.
In another portion of this despatch sve have set out the
prineiples. whieh. in. onr view should govern adyvance. We
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have accepted the principles of a growing constitution
and of an ultimate federation of all-India, and we have in
various places described our proposals for a parinership be-
tween India and Great Britain in the administration of British
India. Observing serupulously the pronouncements \vhmh
have in the past Deen made on hehalt of Parliament in regard
to the nature and pace of reform, and endeavonring to appre-
ciate aund pay due vegpect to Indian desire s, We have never-
" theless adopted ne vigid monld into which fhe new eonstitu-
Lion of India shounld be forced. Al the ontsel we deseribed
the demand of fudi an public opinion i relalion to the an-
Cnouneem®ut made by His Kix -:*ellen(v the Viceroy and Governoy
qeneral on the 31st October 1929 dwidinw the attainment.- ol
dominion status to he *“ the natuval issne of India’s eonsliz
tutional progress ?’ and rvecorded our opinion that fhe
broadest reasons of Imperial *puliuy rendered it imperative to
spare no efforts, and even to take some risks, in order to.
arvive at a constitntional solution which might carvy the'
sihstgntial assent of xeasonab e Indian thought.

The recommendations of the Indian Statutory Commis-
sion as to the provineial constitutions, with which in general
we agree, represent a  generous vesponse to the popular
demaud for provineial autonomy. They eontain within them-
sclves ‘the means of increasing adaptation fo loeal circum-
stances, and to the wishes of ﬂmso who will be charged with
the task of working the constitution that the Commission
have outlined. Our proposals, for the centre, in amplifica-
tion of the plan put forward by the Commisgsion, have been
designed with a double purpose. On the one hana we. have
sought to examine the means by which the relations between
exwuhve and legislature can be established on a basis which
offers a reasonahle chance of harmony in working. On the
other we have_,en(‘[eavourcd to point the way to action that
may now bhe taken to place upon the constitution
but definite, impress of dominion status. If we read history
aright, it is exactly in this way that each and all of the
- Dominions have attained to constitutional nationhood.

Accepting the recommendations of the Commission that
the members of the central Cabinet should he appointed by the
Governor (eneral, we have drawn what appeared to us the
congequential 111ferenve that the exercise of the fuounections for
the Government. of India, which reside in the Crown, should
be directly devolved upon the Governor General, and that

~therewith should go the power to appropriate the revenues of
India. We think it right to state clearly that if this
ayere done the (Gfovernment of India would no longer merely
be:the agent of the Secretary of State. For the ﬁrqt time it
wonld posséss a distinet individuality. Tt would, 11718 "t rue,

the fivst, -
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be within specified lmits wnder the control of His Majesty’s
Government, bui it is of the essence of our proposals that
that control should be of such a nature as to establish partner-
ship in place of subordination. 'T'he Government of India
would then be a distinet entity, capable of acting in domesjie
matters on its own initiative and, within the ambit of its n-
controlled powers, free to pursue its own policy. Wis-d-vis
the Dominions -and foreign countries, it would occupy the
new position which growing freedom. in the conduet. of
external affairs would counote. That it would not be an
entirely independent Government is due to eircumstauces,
internal and external to India, which are generally familiar
and which invest the problem with such peculiar difficulty.
But while we are bound to suggest means by which provision
can be made for the period of fransition which mugst elapse
before the complete fulfitment of British purpose, as declared
i the annonnceements made on behalf of  His Majesty’s
Tovernment, we would set no artificial or statutory barrier
to the nataral evolution we desire to scc.  We beliege that
the greater part of Indian opinion will be ready to recognize
the special intervests of Parliament, provided that Great
Britain on her side iz preparved by action tp show that she
does not falter in her desire to invest India with the con-
stitutional status thal she -seeks, and that her political
development appears to us to justify. We would accordingly
hope that if our suggestions are placed at the disposal of
the Conference, they may be of some assistance to those
on whom will rest a heavy responsibility, and the result of
whose labours all who can measure the issues that are
involved will anxiously await. ‘

We have the honour to be,
S1g,
Your most obedient, humble servants,
(8d.) IRWIN.
s W. R. BIRDWOOD.
s  G. RAINY. |
, J. CRERAR.
* | »  GEORGE SCHUSTER.
' ' »  B.L. MITTER.
, TFAZL-I-HUSAIN.
, | »  J. W.BHORE, &
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. ' APPENDIX T
L
“Nore sy rEE CenNtRAL Boasp o Hevenve oN cugroums (vide pana. 251

or Vour. 1T or vHE REPORT oF mHE 1NDrAN STATuroRY CoMMISSION ).
: &

Revenue Prospecis {Customs).

Paragraph 251 of Volume 11 of the report purports to deal with
eentral rovenues in general but, apart from a passing vefcrence to
growing income-tax receipts, Sir Walter Layton’s discussion is con-
fined to the customs revenue. I this paragraph he makes no defi-
nite estimate of its future growik, but in paragraph 289 (page 2562)
hie estimates an annual expansion of 4 crore, on the assumption that
Burma will be separated, and that hmport duty at existing rates will
be charged on imports from Burma. Ws propose to discuss para-
oraph 251, first of all, without veference tg the effect of separation:

2./ Bir Walter Liayton beging by referring to the effect of mon-
soon failures on the revenue. He then refers to certain projects which
should have a stimulating effect. e guotes certain figurey exempli-
fying recent ‘growth of trade, and deduces that expansion will be
more vapid in the future. He sounds s noie of warning ay regards
the existing tariff which he thinks may be above the point of ¢ dimi
nishing returns ’’ on sowme articles, and refers finally to ihe depress-
ing effect of high protective taxiffs on the vevenume. We propose o
eonsider -— :

ayv
¥

Wal

{4y How far the figures which Sip
reliable,

(i) How far the eonclusions which he draws from these
figures and from other cousiderations ars justified.

{247} To what items we can ¥
‘t6 “what extent.

ably look for expansion. and

(¢v} What factors are likely to interfere with normal growth.

We propose to deal with the advisability of reducing some of our
rates of duty in a separate note.

3. The only figures Sir Walter Layton has quoted in support of
his views are those at the foot of page 221, which are taken from the

Review of the Trade of India for 1928-29 published by the Director

i v
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General of Commercial Intelligence. 'The table from which he quotes
in the following :— '

(In crores of Rupees.}

1913-| 1920-| 1921~} 1922-] 1923-] 1924-] 1925-| 1926-! 1927-» 1928~
e M, D 21} 22, ) 23, Vo244 25 126 ) 27. 1 28. T 20,

Imports .. 183 142 124 i38 i20 137 143 156 181 190.
Exports .. 244 172 182 | 214 | 240 | 250 | 246 | 228 | 248 260
. [ ]

Total tradein | 427 | 314 | 806 | 352 | 360 [ 387 | 380 | 384 | 429! 450
merchandise,
excluding re.
exports.

In this table the value of imports (and exports) for each year is ex-
pressed on the basis of the declared values for goods unde? the same
head for 1913-14, so that the table compares the volume of trade in-
stead of its total value. It would be a very laborious task to attempt
to check all the Director General’s figures, which only purport to be
rough approximations, but we have worked out, independently, esti-
mates for the 1923-24 and 1928-29 imports based on 1913-14 prices.
The method we have adopted is to divide the Trade Returns into two
sets of heads

(@) Those for which quantities are recorded for all three years

191314, 1923-24, anad 1928-29 ;

() Others.
Wo th(‘ caleutated values on the 1913.14 basis for each important
head under (a) for each of the years 1‘)2%"4, and 1928-29, and have
thent ecompared the resultant totals for (¢) with the actual recorded
values and reduced the actual totals under (b) in the same ratio.

4. The following table compares the resu]‘[<: of our calculations
with the Director (‘encxal’u figures —

e 1913.14. 1923-24. 1028.2¢,
Crores, Crores. Crores,
(@) . . 128 158 164
Q) “ .. 55 70 89
Actuals o]
t Total .. 183 228 253
() . . 128 84 17
55 38 64
Results on 1913-14 basis < :
o - o
L Total o - 183 122 181
Pirector General’s results on 1913-14 basis .. 183 120 190-
&
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These results, reached independenily and possibly , by different

methnods; are in sufficiently close agreement to justify reliance on the

Direetor General’s figures to. the extent that we may asstime  (a)

that the volume of trade h creased sinee 1923-24 by about 50 per
cente t0 approximately pre-war level, (b) that {he rise in these gix

years was continnots, and (¢) that 4w as most ra apid hetween 1926-27,

and 1927-28.

ich “m Walter Lay lers will
provide an additicnal stimulus to the i import trade are, { @;) irrigation
sehemes, (b)) rallway extensions, (¢) road improvements and exten-
sions, and &d) eonstruction of ha ‘bours. In the present state of

~ W(}rld~market3, with almost universal over-production &f agricultural
produets and very low prices; it seems doubtful whether the bringing
‘of additional areas under eultivation is likely to make for any creat
improvement ‘in the import trade.  The value of Todia’s exports of
‘CUrain, puise and flour 77 has fallen from 65 crores in 1924-25 to
34 croves in 1928-29. In fact if we take nett values (4.e., after deduet:
ing-the value of imported grain) there was a difference of no less
than 41 crores.  With this difficulty in marketing it seems highly un-
likely-that inereased production of grain in India will stimulate im-
ports.  The demand for Indian cottton or oil-seeds has shown no ten-
dencey to inerease in recent vears, and everything geems to point to a
long series of leanw y&ars for eountries whose exports are mainly agri-
eultural.

6. We understand that the present rallway programme 18 normal,
That is to say that it must be treated as one of the ordinary factors
in the growth of trade, and not likely to be any more effective in the
next ten years than in the past ten. It does not constitute a reason
for anticipating a more rapid growth than in the imiriediate - past.
Road improvements and extensions will neceqsarﬂy have a direct effect
on.our reveuue from cars, tyres, and petrol, but improved internal
trangport facilities ean do little t¢ stimulate trade so long as the
external demand for agricultural products remains weak. The eon-
struction of new harbours should have a glightly stimulating effect,
but it must not be forgotten that they will very largely be sharing in
the trade of existing harbours at the outset.

7.-Wenow turn to the inferences to be drawn from the figures

which Sir- Walter Liayton has quoted from the Review of the Trade of
India (paragraph 4 above). He assumes without further investiga-
tion that the volume of trade will continue to grow, and ignores cer-
tain very important considerations. The first of these ig that if is
only the revenue from specific duties which is directly proportional to
the volume of trade. For ad valorem duties we have to look to the
value and not to the volume. We have also to remember that our
import trade includes a large proportion of duty-free goods. We pro-
ceed to examine our rmport revenue in more detail, and for this nur-
‘pose we propose to omit—

(e) Salt,

(b) -Government Stores,

{¢) Kerosene and Petrol.

» 8. The exigting projects w!

L

P2
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Our reasons for excluding kerosene and petrol are that it is useless

1o consider thle import, and excise duties separately. We shall, there-
fore, deal with them together in a later paragraph.

8. In the following table we show how our revenue was dgrwed
in 1923.24, and 1929-30.

1923-24. 1929-30.°

Lakhs. Lakhs.
Duty on Government stores Ve - 55 87
Duty on kerosene and petrol . o 114 181
Specific duties (revenue) .. . o 783 1,422
Specific duties (protective) o .. 247 241
Ad valorem duties .. .. .. 1,979 2,194
Total import duties (excluding salt) .. 8,178 4,092

It is instructive to compare this table with the following table Whlch
shows the values under the various groups -—

1923-24. 1929:30.
Lakhs. o Jiakhs.
Government gtores .. ‘. .. 957 891
Kerosene and petrol .. .. e 442 618
Goods liable to specific duties .. o 8,684 4,012
Free goode . . .. .. 2,829 3,439
Goods liable to ad valorem duties . . .. 15,696 15,877
Totai .. .. . e .. 23,608 24,837

9. The increase of 639 lakhs n %p«)clﬁo duties (revenue) is un-
doubtedly dne almost entirely to the fall in priees. Sugar alone has
contributed 537 lakhy tow(nds ﬂm figure, tobaceo is responsible for a
frrther 60 lakhs, sand Liguor for 28 lakhs. Sugar has reached a ‘very
low price-level and hay recently been subjected to an additional duty.
A. substantial portion of the inerease under -tobacco ix due to~ the
raising of the rate on unmanufactured tobacco. At the old rate the
1929-30 revenue would have been 35 lakhs less. Prices. have. fallen
considerably and ave not likely to fall much more, so that we cannot
look for much additional revenue under this head. In any case the
tobaceo revenue will have to be considered in conjutiction with the
tobaeeo excise, if introduced. There has been mo steady vise in the
liguor duties. The following arve the figures for the last eight
years :—

‘ Lakhs.
1922-28 .. .. .. .. 235
1923-24 .. .. . .22
1924-25 .. .. .. .. 250
1925-26 o . & .. 254
» 1926-27 . .. - c261
1927-28 . .. .. .. 956
1928-29 e . 952
1929-30 . . P . 25%
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The additional indireet taxation on lignors imposed by the provimees

has served and will continue to serve to prevent any substantial im-
grease under this. head. It cannot, therefore, be said that recent

figures suggest any Substantial improvement in our revenue from

specific duties: The newer specific protective duties will wo deubt

securd additional revenue at first, but eventually they are bound te
< lead to a reduection, if the proteetlon achieves its ‘aim.

« 10. It is very significant to note that, although ad volorem dnties

. have increased by nearly 12 per eent., the value of the goods on whick
they are assessed has ouly risen by a little more than one per cent.
This reflects the redunction in the irades in cotton yayn and pisee-
%goods on which rates of duty were low, and a . corresponding increase
- inother trades, particularly motor vehicles. Near Iy half the increase
in the revenue from ad valorem duties Is accounted for by the trade

.. -An motoy vehicley and aecessories. We ghall revert to this point later,
We will merely emphasize here that in 1829-30, apart from motor,
vehicleg and tyres, India has actually spent less on imported goods
assessed od valgrem than in 1923-24.  The small  ineresse in  the
revenue is due to the change in distribution among commodities, a
tendency which is not likely to develop much further. The ﬁgures,
therefore, give no ground for anticipating a steady ingrease in the

future.

11. 1t seems to w8 that in ovder to make any forecast for the
future; on the basis of past experience, what we have to look to ig the
amonnt of wealth that has been available for the purchase of imported
eommodities, that is to say the total duty-paid value of imported
goods. - In the following table are displayed figures for ten years
which we eonsider highly significant. They include all merchandise
except Government stores and treasure. .

Value Duty Total
erores. Crores. e qrores.
1920-21 - .. 333 pr S 356
192122 .. 265 928 293
1992.23 .. 231 34 265
192324 .. 227 32 259
1992495 .. 245 38 283
1925-26 .. 2% 38 264
192627 .. 230 39 269
1927-28 .. 248 39 287
192829 .. 252 41 293 .
m1929 30 239 41 280 Ce

annot be sald tha‘r these ﬁgures contain any evidenee of a steady
asing power. Nor do the figures for our export trade
_great encouragement, For #he last sevén ye;
export trade has remained at about pre-war le el
ragraph 3), and the total value of exports has fallen :
in 1923 24 and 385 in 1924 25 to 330 in 1928~ 29 and 311 n-
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. We have examinea the returns earefnlly to see if there are
any tradrs particularly trades of recent growth, which hold out pro- .
mise of contmuod and specially 1dpld inerease.  Owur revenue from
cinematograph films ix still only 5 lakbs annually and its growth hag™
been retarded by the inereasing proportion of films made in Igdia,
The only pmmmnw trade of any magmtude is. the trade in notor
vehlcles, accessories, and fuel. Our reventie from these trades iy dis-
played in the ionomng gtatement —
{Inlakhs of Rupees.)'. *

e 1923-24, 11924-25, 11925.26, 1.926-27. 11927-28. :1‘4')28-29‘ 1929-30.
) ¢

Rs Rs Rs Rs Ra Rs Ra.

Motor* vehicles .. 78 85 118 123 112¢ 135 131

Tyres 29 28 46 39 30% 33 37

Petrol (excizo) G5 79 CION 96 izk 1’25 282

Petrol (eustoms;) o .. . . .. " R .. 16

Totad (motor trades) 172 192 241 258 - 263 323 460
Less one-third of pet- .

rol duties eredited
to the road-fund . .. - ‘s .. 99
Net .. A . . . .. . .. 367

13. Changds in the rates of duty, Falling prices, and the erection
of assembly plants in Bombay tend to rhwm‘%@ the real growth of the
trades. The figures for tyres, morcover, are affected by the much
greater durability of tyres produced during the past three or four
years. 'The consuraption of petvol is the fairest. indication of the
growth of !:hmo trades. The rate of duty was lowered from six annas
to four annas from 1925-26, and again raised to six aomas from 1929-
30. At the four auna rate f he revenue from piirol wounld have
been-—

Takhs. Poy entage

increase.
192324 .. T S 44 i,
1924-25 . .. .. 53 20
192526 .. i, I 45 4
1926-27 o .. .. 96 25 :
1927-28 - .. .. 121 26 ‘
1928-29 - .. . .. 155 28y
192930 .. . .. 199 98

* These figunes are approximate.  The Revenue Returm do not sep&rat mob
vehioles and accessories assessable at 15% from other vehicles and accessories sim
assessed, - The Trade Returns, on the other hand, lump togather “all - motor - aced
whether assessed at 159 or at 20%.
+ Duty reduced from 30 40:20%,.
}VJ‘. Duty on pneumainc tyres reduced to 15%. Previous figures for pneuma.tic tyr\
only
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Thege hmm‘e«s suggest an ineregze of 28 per cent. in the petrol revenue
annually.

4.1 we take the 1929-30 nett petrol revenue at 2 crores, the

figures for the next ten years at this rate of inerease would be—

. : Lakhs.
1930-31 5 e . .. 256

° 1931-32 .. A i . 328 -
1932-33 . iy . L. 418
198334 . B R S 534
1934-35° . L . .. 680
193536 - . . o . 858
1986-37 5 B . .. 1,080
193’?-38 g .. .. .. 1,382
193839 i c T L LT
193940 .. S B 2,960
¢ : ‘i.e., p{us 2,060

with half these amounts aceruing annually to the road fund. Thig
estimate is undoubtedly much too high ; we, therefore, give below an
estimate based on an annual increase of l‘a per cent. If i8, we suggest,

reasonable to take s percentage ineresse each vear rather ihm a nxed
amount, sinee the expenditure on voads will grow with the neti re.
venue:

Lakhs,
©1930-31 - L . 230
1931-32 o . . 274
1932-33 o - - 205
1933-34 . . . . 247
1934-35 .. . . - 308
1935-36 L - . 458
1936-37 SR - L R 529
1937-38 e ;. .. .~ 605
1938-39 . . = o 695
1939-40 - . .. .. 800

i.e., plus 600

15. Cars are imported partly in replacement of ears serapped.
- If we assume that the proportion of vehicles imported to these scrap-
ped,is constant, the number imporied in any year should be roughly
proportlonal to the wncerease in the petrol eonsumpuon which again
o Ig assumed fo be proportional te the consumption in the previous year.
‘Tyre consumption should also be roughly proportional to petrol eon.
- sumption, so that by 1939-40 we should be getting four iimes (131 4
-87) lakhs, 1.e., an additional 504 lskhs which with the 600 lakhs on
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petrol give a total of 1,104 lakhs. Sir Walter Layton eredits Burman
consumption with 25]2151;118 of the present petrol excise. Applying
this figure, which appears reasonable, to the total that has been urrived

at above, we obtain for India, e}.dudmw Burma, an increage of 976
lakhs. .

16. The a,bovc estimate is based on the, very arbitrary assu.mption
that we shall have an average annual increase of 15 per cent, in the
petrol consumption. We have suggested reasons why a percentage .
inerease iy more likely than a fixed increase, but we may compare our .
resull with that of an annual fixed increase of 44 lakhs whieh repre-
sents the difference (at 4 annas a gallon) between the 1928-29, and
1929-30 receipts. This would give us in ten years an® additionmal
revenue of 440 lakhs from petrol. A similar increase of 220 per cent.
on cars and tyres would give us an additional 370 lakhs, 4.e.; a total of
810 of which the share of Tndm (excluding Burma) "would be 716
lakhs.

17. We have still to consiter the kevosene duties. The following
table shows the revenue for the past sevem years :—

B — 1923-24, [1024.-25. [1925.26. |1026-27. {1927-28. |1928-29. 11920-30.

Ra. Re. B, Rs. Rs. | Rs. Re.

Customs . . w2 14| seri 02| 19| 163 164
Bxcige .. . 95 98 |, 98 105 97 92 98
Total . 197 212 296 207 246 o5 | 262

There has been an annual increase of approximately 11 lakhs, almost
all derived from customs revenue. This is equivalent to an increase
in annual cousumption of 7 million gallons or, say, 6.2 millions in
British India alone. The increase in (01\smnpt10n in British India
between 1913-14, and 1928-29 was 51 million gallons, an average of
3.4 millions annually. A fair estimate for the future would be 5
million gallons per annum, and if it is decided eventually to equalize
the excise and customs rates of duty (say at 2 annas per gallon) we
may take 10 million annas, 7.e., 6% lakhs, ag the average increase for
the next ten years, 4.e., about 62 lakhs increase by 1939-40.

18. To summarize, we suggest the following as likely increases in

eustoms revenue, mc]udlng the two excises which are cla%mﬁed as
eustoms revenue —

Croves.
From kerosene B 66
From motor -and allied trades (meludmg petrol) 98
From other sources . . . nil.
Total o104
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- If the assumption made in paragraph 16 is given preference over that
in paragraph 15, the estimate will be redueced to 7.8 crores.
19. There remain to be considered the effeets of extrancous in-
ﬂuegees onthe revenue.' The mest Important of these are—

® (@) Scauty rainfall,

(6) Decreased purchasing power resulting from other forms of
taxation;

(c) Political unrest.

The motor and allied trades are among those least likely to suﬁef From
any of these influences, and we believe our estimate o be cauticus
enough to provide for risks under the fivst two heads,  The third head
must ‘neécessarily’ remain an unknown quantity. Our estimate for
kerosene also errs on the cantious side and may, we think, be accepted
as-allowing for set:backs. . Similarly, we shall not be Lmdu}y timid if
WE assume ﬁo deerease under the custoris revenues, Serious political
disturbances may, of course, completely upset these caleulations, but
they should nof do so unless they ave so serious ag to alter rachcauy
the systepn of government for which these financial arrangements are

intended to provide,
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APPENDIX IL

BExTRACT FROM A NOTE BY ¥HE sENIOR MEMBIR oF rup UsNTRAL BOARD
oF REVENUE ON THE LOWERDIG OF THR TAXABLE MINIMUM, AND
STERPENING THE GI»ADA'I‘TON OF INCOME-TAX. :

W % s
4. Lowering r)f ta: mb?c wvmmum.»—«(Pamgraph 267). Sir

Walter Laylon suggests that the extemption limits both for income-tax

and super-tax (Rs. 2,000 and Rs. 60,000, respectively) are too high

and should be lowered, but has made no spemﬁc reeonlmendatlon The
exemption limit for income-tax was raised to Rs. 500 in 1886, to

Rs. 1,000 in 1903, and Rs. 2,000 in 1919. 1 do not suppose that any-

hody would propose that ﬂle limit should be placed lower  than

Rs. 1,000, Tf it were proposed to lower the exemption hmlt it seems

to me that it would be diffienlt to resist a demand, which hcls been

made even vnder existing conditions, that allowances should he given
for wives and ehildren. As the Taxation Enguiry Committee
observed, practically every taxpayer in India is married, whereas in

England there ig a large number of unmarried persons of bosh Sexes

who pay income-tax. With reference to Sir Walter Layton's sug-

gestion that the exemption limit for income-tax in India ig high, the
absence of any allowance for wives or children or for earned income
must not be overlooked. As a matter of fact, for n married man,
even without children, the exemption limit in England (£225) is
higher thon the exemption limit in India. The exemption limif pro-
posu! in the draft Ceylon Ordinance, it is interesting to mnote, is
Rs. 2400, and it pmwdos for a pom@md allowance of Rg. 2,000, an
allowance of R, 1L,000 ecach for wife and family (whatever the mum-
ber of children), and an earncd income allowance of 1|5th of the in-
come, subject to a maximum allowanee of Rs. 4,000, T presume Lhat -
the economie conditions in Ceylon are not so very different from those
in India, though probably the general standard of wealth is higher
oL “"i v alse worth mentioning that although the assessable Limit
in the case of a single person is somewhat h]ghm in India than in

England, the percentage taken as tax of the lower incomes in India,

if I may vely on the tables at the end of the draft Ceylon Ordi-

. mance, which were prepared by an expert from Somerset House, is

actually higher-—and a great deal higher—in the case of earned in-

comes in fondia than in the United Kingdom, even if for the purposes
of comparison unmarried persons in the United Kingdom are takem.

The table shows the following percentages -

Income—all earned.

British India United Kingdom
{all classes). {single parsons)
. Rs. Rs. .
Tncome Rs. 2,400 62.5 20
Inecome Rs. 2,500 65.16 o 28.33
Income Rs, 3,000 , 78.13 : 70

Even where the income is all unearned, the tax on an inceme of :
Rs. 2,400 for all elasses of dssessees other than companies and. re--
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gistercu firms, is Rs. bZ 5 in India against Rs. 60 for a single person
in. the United ngdom. :

6. The objeetions to introducing allowanees for wives and i child-
rén in- india -are obvious, .As already stated, they would be-ad-
misgible to the vast majority of individual tax-payers, and, theretore
very costly. Great difficulties would aris e in appiymg such a syster
te-the Hindw undivided Tamily. It would probably be necessary te

* oive it a higher exemption limit. There weould be much mors room
for frand in connection with these sllowances than in 5 sountry with

a hig hly developed systemn of registration of maﬂ*'« births,
o cheek Qasch frauds, “* mqm%?tmml investigationg’ louiestic
Cffaiis of absessees would be necessary.  These won 2o much
work and-intense friction. It is hwhly desirable to re he body

of disputable faets on which the Inecome-Tax Officer iz vegunired tfo
prononuee g decision, but it would be guite unsafe in prebent cirs
cumstances—in a large number of cases—to admit an assessee’s claim
that he had a certain number of children without proof, or 1o aceepst
evidence on such a point without verification. This is probably why
in-the Ceylon-Draft Ordinance a flat allowance for a family irrespee-
tive of it size was proposed. That would of eourse get over the diffi-
culty to some extent, but in a rvather rough-and-ready manner.

7. Steepening ,the  gradation  betwéen  Bs. - 5,000 - end
Rs.;1,00 00— Paragrapk 267). Sir Walter Layton says that there
‘18 considerable scope for the %eepemng of the progression of the
rate of tax on incomes between Rs. 5,000 and Rs. 1{}0 000, We
eriticized ‘a similar proposal of the Taxation Enquiry "Comamittee in
our note, dated 25th Decermaber 1925. We there pointed out the
objections to imposing -additional taxation in the particular zone that
the Committee’s proposals affected, namely, that ineluding incomes
between 15,000 and. 29,999, at all events unless simultanecnsly an
allowanes were ‘introduced on aecount of earned income. since rost
earned incomes (salavies-and profess sional incomes) fall in that zone,
and incomies in that zone are mainly salaries or professional sarnings.

8. At vresent the income-tax gradation stops at Rs. 59,299, Al
incomes of Rs. 40,000 and over pay the maximum rate ; at present
one anna and. 7 ples in the rupee. Sir Walter Layton apparently
proposes both.to steepen the ‘pz*ea,ez;* gradation from RBs. 5,000 to
Rs:- 40,000 and also to continue this rising seale of rates u 0 a lakh,
The maximum rate of income-tax will thus be very mu igher than
at present and the present maximum will be reached somewhere be-
low Rs. 40,000.  Simultaneously, the super-tax limit iz to be lowered
to, say, R%, 30,000 or even Rs, 40,000? but the rates of super-tax on
incomes exceeding one lakh are not to be increased. Thers will - it
seems to me, be difficulties about eompanies and firms. 1f the maxi-
mum. rate of income-tax, whatever it may be, is imposed on all com-
panies and firms, there will be a large inerease in the number of re.
funds owing to "the extension of the gradation. If the maxzimum
rate i not so imposed, it wonld be necessary not only to give refunds
in some cases, but also to make supplementary assessments in others,
for example, on shareholders in companies, a most undesirable comph-
eation. Omn the other hand, it may not be thought desirable 1o irapose
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additional taxation on the undistributed profits of companies, at all
events ; and objection would, no doubt, be raised to imposing (though
subject to refund) a very much higher rate of tax than the present
maximum on petty firms including all whose income exceeded

Rs, 1,000. Even at present rates we have been attacked on thm
grmmd though not always with understanding.

£ # e * #* *



; APPENDIX IIL

®
EsTiMATES ACCORDING To SR WALTER LAYTON’S sonBmME.
. , Statement I.

Ceniral Government,

B
Budget
1929-30 1929-30 1840-41
e (including {(excluding j(excluding
Burma). | Burma). | Burma).
Central Revenus-—
Customs .. 51-22 47-91 | 54-00(a) | (@) Growth of
revenue 47 5
Tioss of reve-
® nue_on fo-
7 reign liquor —1:50
Trcome-tax .1 1860 1475 | 14-00(b) | (B) Growth of
Trevenus 4506
Transfer b0
. provinces .. =800
Balc B o 6:35 600
Commercial stamps ST s “2.00{c) | (&) The. sstimate in
the body of the re-
Other taxes ‘e 1-1% 1-09 1-09 poré iz 1-50, but
the figure given In
the table on pags 361
is +2-00. :
Total taxes . 75-36 69-75 71-09
Railways (net) o 6-25 6:00 6-00
Opitm (net) . 2-35 2:35
@urrency . and mint 2.35 2:35 | 2-36
(net),
“Tributes from Indian 70 R 71 74
States
Btker receipta (net). . 1-17 1-17 1-32
Total .| 8822 | 8236 | 8150 I




by
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N

Budget
1929-30 | 1926-30 1940-41
— (including |(excluding |(excluding
Burma). | Burma). Burma). o
Central expenditure— e
Defence {net) 56-10 52-10 45-0010).| (d) Saving of 7 crores
. anticipated. Of
this 3 crores-will be
Debt charges (net) .. 1214 10-14 10-14 absofbed by the
, growth of civil ex-
Civil administration 11:56 10-20 13-00(d) | penditure.
(net),
Yoss on post office, ixr- -39 -39 +33
rigation, and fovests
Cost of collection 3-32 3-12 3-12
Civil works (net) 2-41 2-41 2-41 .
Pensiony 2-78 2-48 2+48
Other  expenditure -52 52 ‘B2 .
(net).
Surplue from separa- 1-00
tion of Buarma.
Burplus 4-50
T otal 8822 82-36 81-50

o ¥



Statement 1T

Provinciagl Estimates :

15929-30.
. .
- 8 Bl [ =T IRy g | Totak
= /M f2a] ) dis = ) <
Revenye,
Land révenue e B:21 1 51218324 1750 1 2-82 1 175 1 2.451 124 | 920-03
Bxociss .. 155413891295 1-37 | 180 | 00| 128 .84l 1817
Stamps . ; G 1 2eB6 [ 17T (422 {179 1081 111 ) 75 22 13:63
Registration 374 s12 b a1} o140 09 I8 08 -03] 142
Seheduled taxes . 217} -18 -39
Total Taxes 14-68[11-11 {10-30 [10-40 | 5-42 | 4.94 | 4-56 | 2.13 | 63-54
Forests (net) o100 w26 14| 94 04l 01 -18) 18 1.13
Irrigation (net) .. | 23142 |—.04| -09|3-09 |—05 |—32 |01 | 2.21
Other sources 1-38 | 3-18 | 1.07 | T-03 | 227 | 62 43! .26 110-24
Total 16+39 |14-13 11111 |11-76 |10-82 | 5-52 | 4-83 | 2-56 | 77-12
Expenditure: - o |
Land  reventie . and
general . adminis- :
tration .- 2:8312:97 | 191 | 2.46 | 1-59 | 102 | 104 | .50 | 14.32
Polive 2:011 179 [217 | 1754 1-22°] 85 ¢ <627y 80| 1071
Jails and justice .. ] 1+83 | .99} 1.49.]1.16 ) 107 | .82 <44 .17} 727
Debt 1:01 | 2:05 |01 | 63 [—+22 | 02 [— 05 |—01 | 343
Pensions =76 =71 ~80 - 64 -36 30 25 ~10-] 3:86
Bducation 2.60 | 2-11 | 1-48} 204 1.75% 92} -s9) .33 11-01
Medical  and public ' '
health colds44 01 {100 88| 8% 54| .21{ .22 5-81
Agriculture and indus-
tries ' 661 331 .41 -s4) -3 -28% 237 .10l 3.28
Civil works 241 [1-64] -08| -5211.84] 83! .87{ 76| o985
“Other - .. 146 { 90| .96} 66| -621 .49 341 231 566
Total o |16-54 1441 1119 {1108 | 9-77 | 5.87 | 4-54 | 2.70 | 7610
Swrplus + .. 68 {4105 .. [+-2 F1-02
Deficit— o155 L9808 .. %—‘*}o S VI




[ ]
Statement III .
Provincial Estimates 1940-41,
4 L]
. b : g .
o & + ) .
e @ 2 | . o —
SlE B |5 )e|a|F]|E
Ela|la | B | & | dldel <8
Revende.
Revenue as on pre- :
vious page 16-39 {14-13 [11-11 [11-76 |10-82 | 5-52 | 4-83 | 2:56 |77-12
Income-tax on  per- .
sonal incomes {a)., 87 1-65 | 1-64 | -561 -53 | :40] -29] -16]6-00
Surcharge on income- . .
tax (a) .. .| 45 -8 -66] 32 -27{ 18! .16 -07[3-00 .-
Income-tax on agri-
cultural income {3) 90} 50 90 ¢ 90| -70 ) «40 1} .40} -30.f 5-00
Terminal taxes (¢} .. | 1-48 <661 1-63 | 187 731 1-18 49 <28 | 8-00
Provincialfund {¢) .. | 2-56 | 1-16 é-87 2-74 1 1-28 | 2:08 <86 45 |14-00
Total 22-63 |18-89 |18-81 [17-85 {14-33 ' 9-76 | 7-03 | 3-82 {113-13
Ezpendisure,
Bxpenditure as on pre-
vious page 16-64 |14-4T {11-19 (11-08 | 9-77 | 5-87 | 4-84 | 2.70 76"10
Surplus 6-00 | 4-48 | 7-62 | 6-77 | 4-56 | 3-89 ] 2-49 1 1-12 37*02

(2) Distribution based on income-tax on personal incomes in 1928-29.

{b) CGuess work,

(¢} Distribution based on population.
(d) It is assumed that loss of rovenue due to transfer of commercial stamps
{1-50) will be covered by the additional excise duty on Foreign Liquor.
(e) Tt is assumed that normal growth of revenue will cover normal growth in

expenditure.



 APPENDIX xv.

YEARS 1921-22 70 19%8-29

0 THE LocAn Govern MENTS UNDER RULE 15 OF THE DEVOLUTION RULES FOR THE

. Provinoes, 102192, | 1022.93. | 102324, | 199425 | 1925.26. | 1926.27. | 1027.28. | 1928.20,
‘
B ‘ Rs. ‘ Ra. Rs. Rs. Bs. Ras. Rs, Res.
1. Madras ’ 9,73,066 1 10,61,031 | 1,52,671 | 443404 | 459,177 | 607,790 | 545,760
2 Bombay .. .. . ..|1407,000] 153108 |
8 Bengal .. .. bNa . .
4. United Provinces .. | 3,19,137 | 26,078 77,365
5 Pugjsb ... .. G 574,955 | 408808 | 204514 | 320445 | 408058 531,378 | 4,035
6 Buma .. - . 263188 | .. 35,157 | 503,080 | 809,000 | 13,79,472 | 15,30,68¢ | 12,22,182
7. Biharand Orissé .. 1 enom 286,250 | 255,140 | 2,46,255 a32208 | 302581 | 232026 | 474001
. Central Provinces 29,160 | 1,490,106 | 3,38,062 | 1.97.647 | 1,66,012 | 2,16,803 | 178,784 | 2,22,807
{16044 | 435,600 | 553,603 | 520721 | 490951 | 584070 | 663,448

e
B
&



APPENDIX V. s

Dury on rormaN 11QUoR (vide PARA. 291 oF THm Rumporr Op THS
Inpian Srarurory CoMMIssion).

Sir Walter Layton’s proposal is that the Government of India
should levy an import duty of 30 per cent. ad walorem on all forei
liquers, and that it should be open to the provinces to lgvy such addi-
tional excises as they wish. The practical implications of this, and
of similar proposals which involve handing over the taxation of
foreign liguor¥ to provincial governments have been examined and
there appear, prima facie, to be a number of obstacles in the way of
any successful arrangement on these lines.

2. It is an essential feature of the proposals that the provineial
governments should be free to adopt any poliey they wish in regard
to foreign liquor. At the outset, therefore, the Governmegt of India
would have to decide what ¢ foreign liguor ”” should ineclude, The
main head *‘ Liquors ’’ in the tariff includes the following articles :—

Average
. ad vatorem
Serial Articles. Rate of duty. Dutyin | incidence
No. . lakhs. of duty
(1920-80).
%
1 | Ale and other fermented | 8 annas per gallon e 24 22
liguors. :
Denatured spirit .o | Thpercent. .. e 1 oy
Pérfumed spirits .+ | Rs. 36 per gallon or 15 por 44

cent. whichever is higher,

4 | Preparations containing | Ra. 30 per gallon or 15 per
spirit not tested. cent. whichever is higher.

Ditto . - tested .. | Rs. 21-14-0 per proof gallon
or 15 per cent. whichever

is higher.
5 | All other sorta of spirit Ditto va
6 | Sparkling wines “ve'{ Rs. 9 per gallon ’ .

7| Other wines .. ++ | Bs.4:8-0 per gallon N

Total. ..

“If the Government of India colleeted only 'a 30 pker' e nt,
on those classes on which the incidence exceeds that figure, an

s
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at the present rates on other classes, the loss to the eeniral revenues
would be :—

. Lakhs.
. 1. Ale and other fermented liquors .. .. Nil
® 2. Denatured spirit s < .. Ni.
3. Perfumed spirits . : ‘. 1
° 4, Preparations containing spirit .. . 7
5, All other sorts of spirit ' i .. 138
6. Spax;kling wines g
7. Other wines
Total .. 152

4. The above tables give a fairly clear idea of what we have te
deal with, but from the point of view of classification difficulties the
impertanteitem is No. 4. This item includes spirituous drugs and
medicaments, spirituous toilet and other preparations, and liquors
and cordials, but not ordinary spirits like whisky, gin, ete.,, of which
‘“ obseuration ’’ is smpll. These ordinary potable spirits are assessed
under class 5, but the rate of duty on the two classes is the same in
order that the revenue under class 5 niay be protected. Now, for
the purpose of the local exeises class 5 (spirits), and liquors which
fall-in elass 4, are treated as foreign liquor, but spirituous drugs and
other preparations are not.  No licences are required for their sale,
no: vend fees are collected on them, and no permits are required for
their {ransport.  The question at once arises : are they on'the one
hand to be freated as ¢ forelgn liquor”’’ and subjected to provineial
-exeise (uties and restrictions; to the very great inconvenience of those
who trade in-them, or are they on the other hand to be exeluded from
local excise . control, ..and subjected 'merely to a central import
duty - which, if- it is lower than the local excise duty, may render
them a danger to the: exeise revenue ?

5. Assuming that a solution could be found for this difficulty, the.
next objection that arises relates to the administration of different
rates of duaty, and possibly of different classifications of liquor for
duty purposes, in different provinces. The process of assessment
to duty would be carried out in the provinee of consumption, and it
would presumably be necessary for each provinee to establish one or
more bonded wareliouses into which liquor could be brought after
clearance from the custom house at the place of import. This would
mecessitate in the first place, complicated arrangements for transport
~in bond all over India, and suitable preventive arrangements might
_be expensive and inconvenient. It might be possible for the inland
provinees to arrange with the maritime provineces for the latter to
eollect their duty for them ; but it would probably be difficult for
them to arrive at an agreement, for rates of duty in two provinces
and the method of classification of liquors might differ. Incidentally,
a systern of inland bonded warehouses of this nature would mean

i Q2
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a complete reorganization of the basis on which distribution is at
present undertaken by the trade.

6. The principal wholesale dealers at the great ports at present
maintain considerable stocks of duty-paid liquors which- “¢an "~ be
despatched at a moment’s notice to customers in different pagts of
India. Under the new proposal the local Government of the place to
which such liguors were despateched would levy their own exeise
duty on them, and the wholesale dealer would have to obtain a refund
from the local Government of the province of original import. This
would lead to further difficulties and coraplieations. Moreover, if
the inferprovineial transport was confined to liquor travelling under
bond from one inland bonded warchouse to another in®another pro-
vinee, dealers would often find it impossible to.implement urgent
orders from up-country customers owing to the delay involved im
transport from one warehouse to another, and in assessment at the
warchouse in the provinece of arrival. ‘

7. The danger of smuggling from a provinee with a low rate of
duty into ene with a higher rate of duty is too obvious to need em-
phasizing. The excise departments, of course, already have to deal
with this diffienlty in connection with country-liquor ; but with the
increase 1n motor-car trafflic the danger would be very much greater
with foreign liguor, and they would probably find it necessary to main.
tain an cxpensive stafl’ all round the borders of each province.

8. A much more important difficulty would arise in connection
with Indian States. The present situation, whereby all foreign liquor
going into an Indian State has already paid Indian customs revenue,
gives rise to no particular trouble. The States’ claim to a share in
that revenue iy merely a part of their claim to a share in the general
castoms revenues and does not raise any new and separate problem.
If, however, all the duty on foreign liquor were to be provincialized,
Indian States would have to obtain their supplies of foreign liquor
through one or other of the maritime provinces, and they would cer-
tainly raise the very strongest objections if they were required to pay
duty which was going towards provincial revenues.  The alternative
of letting States have their liquors free of duty would create
an intolerable position for the provincial governments, owing to the
danger of smuggling from the States into the provinees. Nor, would™
any arrangement by which the States agreed to collect duty them-
selves be satisfactory, owing to the different rates of duty prevailing
in the different provinees,

9. The Government of India are diseussing these practical diffi-
culties with the provineial governments, and, if they prove to be
insuperable, alternative method of giving the provineial governments
a share in the revenue from foreign liquors will be considered.
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APPENDIX VI.

TaxXATION OF TOBACCO (wide PaRA. 272, Vor. IT oF THE REPORT OF THE
Inpian Srarvrory CoMMISSION).

Sir Waltgr Liayton’s proposal is for a central excise duty levied
o factory-produced tobacco and ceredited to the provinecial- fund.
He -makes no specific recommendation regarding other ieans of
taxing tebacco. - Those  suggested by the Taxation Fnquiry Com-.
mittes were —
(1) An excise duty on factory tobaceo.
~(44)-The levy of a fixed fee based on the estimated outturn
of places where cigars, cigaveties or pipe or cigaretie
¢ tobacco. are mamifactured by hand.
{41) A system of vend licences leading up to vend rmonopolies
in. specified areas.

: : PECL v ,
Ulearly any excise duty to be levied ou factory tobaceo must be
uniform and, therefore, central, bit nothing would be gained by
insisting ‘on uniformity in the fees to be levied on hand manufacture
or “in’ vespect of vend - licences. ~Such . forms of taxation should
remain, as theéy are -at present, purely provineial

: " 2. A well-organized system of vend-fees, particularly if these
were based on sales, “might prove a fruitful source of provinecial
taxution; and this is a line of action deserving of further . study,
although it must be realized that such fees would obviously have
to-be ¢redited- to the province of collection and, therefore, do not
exactly fit into:Sir Walter Liayton’s scheme. On the othér hand,
the prospects of ‘an- excise on factory produets are not ag bright as
they appear at first sight. Tt is true that, as stated by Sir Walter
Layton, the consumption of tobacco in the form of cigarettes has
grown rapidly. Tt is not equally frue to say that there has been a
similar ‘growth in the ‘consumption of pipe tobacco and cigars.
Such evidence as is .available suggests that these are being steadily
replaced by cigarettes.

3. The annual production of cigarcttes in India was estimated
by the Taxation Enquiry Committee at about 4,500,000,000, and
the tobaceo used in their production may be estimated at about
10,000,000 1bs.  About half of this is imaported tobacco which already
yields import duty amounting to 75 lakhs per annum. Import duty
1s also levied on the cigarette paper, which is all imported, and on
most. of the tinplate and paper and card-board used for packing.
The Indian cigarette industry is thus already paying some 80 lakhs
of duty annually. This is equivalent to about Rs. 1-13-0 per
thousand cigarettes. At present no definite information is available
as to the average priees at which these cigarettes are sold, but we
believe it to be not mueh more than Rs. 5 per thousand, so that the
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incidence of this taxation is, even now, probably more than half
that of the duty on imporied eigarettes which averages about 65 per
cent. ad valorem, .

[ 4

4. Even in these circumstances the Tndian  factories ﬁnd.it
difficult to compete, in all except the very cheapest brands, with
imported cigarettes, and the largest manufacturers in India ab{)ut
a year ago decided to postpone indefinitely schemes for the extension
of their activities. It is fairly clear, therefore, that any increase
in the taxation of the local product, to be remunerative, must be
accompanied by an increase in the import duties whlich at present
press most heavily on the cheapest brands imported. The problem,
therefore, resolves itself into a decision -as to what further inerease
our import duties ean bear without checking consumption to sueh
an extent as to reduce revenue. This question needs further inves-
tigation whieh will involve the collection of much more detailed
information than is at present at our- disposal, information which
will take time to collect. All that can be said at the moment 18
that Sir Walter Layton’s estimate is much too high and &hat a sum
of two crores is not! too cautious an estimate of the probable annual
revenue, after 10 years, from an excise duty on. cigarettes.

5. These considerations raise the question whether in order to
avoid a elash between provineial and central interests, it will not
be convenient to include in the provinecial pool the proceeds of ibe
import duty on all articles subject to a central ‘excise duty eol-
lected for provinecial purposes. Sir Walter Layton, for obvious
reasons, contemplates this course in respeet of the salt {ax, and it
may prove desirable to extend it to other taxes of a similar nature.

6. The cheaper classes of cigarettes are sold in competition with
bidis which consist of dried country tobaceo rolled in leaf  instead
of paper. There is a very large consumption of this form of tobaceo
which, formerly, was produced entirely as o cottage industry:
Recently factories have been  started in certain . provinces. No
information is at present available as to their output, nor as to the
amount of tax that would have to be applied to factory-produced’
bidis to protect adequately an excise duty on cigarettes. These
again are matters for which special and detailed enquiries will
be necessary. It is, however, unlikely that revenue from this source
would eontribute largely to the proposed tobaceo execise. For the
smaller bidi factories where mechanical power is not employed it
has been suggested that revenue might be derived from a system
of manufacturing licences. Such revenue would mnaturally be ecre-
dited direect to the provinees in which it is collected. :

7. The provinces who have been consulted in the matter do not
as a whole favour special taxation of tobaeco cultivation,

8. Whatever final conclusions may be reached as to the best
method of obtaining further revenue from tobacco, it is doubtful
whether anything can be done in this direction in the near future.
An agitation against smoking, and in partieular against cigarette-
smoking, has been a prominent feature of the recent voliticak
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situation in many parts of India, and the general economic depres
sion has given the movement considerable forece, The import duties
on tobaceo for the first four months of the current financial year
are less than half the normal figure, and any increase in taxation
at the present juncture is likely to result in a set-back to the trade

- whicl may seriously pregudme the prospeet of makmg it an increas-

ing source of revenue in the future.
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APPENDIX VII. e
EXCISE DUTY ON MATCHES,

{(Vide paragraph 273, Vol. IT of the report of the Indian Staiuiory
Commission.) . ‘

Sir Walter Layton recommends an excise duty at the rate of
the present import duty and considers that it should yield about 3
crores. This implics an annual consumption of 20 million. gross
of boxes. It was only at the beginning of the past decade that the
manufacture of matches in India began to supply an appreciable
prgportion of the demand. Before the war the annual import
amounted to some 12 to 15 million gross, consisting mostly of British
and Swedish matches. During the war there were very large imports
of inferior Japanese matehes, and the highest figure reached was
about 18 million gross in the year 1915-16. No doubt the inferior
quality was largely responsible for the increased consumpwon. The
consumption is bound to react fo any considerable increase in price,
and it would not be safe to rely on a consumption of more than 15
million gross annually. . ‘

2. An important factor which will militate against the sucecess
of an excise duty of this nature is its almost inevitable unpopularity,
Although, no doubt, there is specially heavy consumption of matches
among smokers, the bulk of the mateh consumption is accounted
for by other purposes, and the burden of the greater part of the
tax will be fairly evenly distributed over the whole bulk of the
population. Thus every objection that can be or has been raised
against the salt tax can be raised with almost equal foree against
a duty on matches. It is a tax, moreover, whose effects will be
much more strikingly apparént to the consumer than the effect of
a rise in the salt duty for veasons whiech will appear from what is
stated in the following paragraph. Further, it is a tax which. ean
be resisted much more successfully than the salt tax. RBeonomy
in the use of matches can be practised in numerous ways and would
undoubtedly seriously affect the revenue if any agitation against
the tax took place. : :

3: Sir Walter Layton endorses the view of the Taxation Enquiry
Committee that ‘“ care should be taken to fix the tax at such a level
as to absorb as far as possible (into the Exchequer) the whole of
the increase in price . It is here that the difference in the general
standard “of living between Indian and Furopean countries makes
itself felt. In India a considerable proportion of the matches
consumed are sold by the single box, and a further large proportion
in lots of three hoxes. The present ordinary retail price is one pice
per box or two pice for three boxes. It has been ecalculated that
the maximum duty that could be imposed without affecting. the
price of single boxes is four annas per gross. Suech a duty would
almost certainly have the effect of raising the retail price of three

* boxes from two pice to three. Thus while the duty would only bring
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in about 373 lakhs, it would be universally felt. If the duily were
at a higher rate than four annas, the retail price per box would
probably advance to two piee, and unless the duty were raised to
a fgure of from Rs. 2-4-0 to Rs 2-8-0 per gross bowss, the greater
paet of the increase in price would go into the manufacturer’s

‘pockets. Inm -other words, there will clearly be great difficulty in

making. a-tax conform with the eondition that it shall net further
enrich the mavufacturers when it is applied fo an article commonly
sold retail in guantities whose price is the smallest convenient wuit
of ¢coinage: It may be observed that the higher rate of duty, which
would corrgspond to a retail pnmﬁx of two pice per box, iy higher
than the rate imposed in many Furopean eountries.

4 There are various methods by which a duty of this kind
might be colleeted.  The one favoured by the Taxation HEnguiry
Committee is the application of a label in the form of a “ banderol ”’
which must be broken before a box can be used. There are obvious
diffienlties in the way of applying this-system to imported matehes,
and ‘other methods ave under counsideration. Another grave diffi-
culty will be the possibility of manufacture in Indian States, and
it seems certain that before the tax can have any chance of suecess,
agreements will have to be reached with the States.
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APPENDIX VIIL o

TERMINAL TAXES. :

1. The present position.—Terminal taxes at present con-
gtitute a comparatively unimportant - factor in local taxation
in India, having been imposed in place of octroi by certain local
authorities. The Schedule Taxes Rules permit the Legislative
Council of any provinece to pass legislation imposing an octroi or
authorizing any local authority to impose such a tax, Where a .
terminal lax is concerned, similar power may be exercised in the
cages of those local areas only which levied an oetroi prior to the
Tth July 1917. To the imposition of a terminal tax in any other
Tocal area the sanction of the Governor Gtemeral in Counecil iy re-
quired. Such sanction has on occasion been accorded, while there
have been a number of examples of the econversion of octroi into
terminal tax : but the amount of revenue raised by termiuszl taxes
constitutes a relatively small proportion of the total sum of ap-
proximately 2 eroves of rupees now collected by local afthorities

- in the 'shape of terminal taxes and octroi.

2. Sir Walter Layton’s proposals.—Sir Walter Luyton reconi-
mends the levy of a terminal tax for provincial purposes at every
railway station in India. This tax would apparently be collected
by railway officials ; ahd it would be supplemented, where neces-
sary, by a like impost on river-borne traffic. Sir Walter considers
that road-borme traffic is not at present a sufficiently serious com-
petitor with railway traffic to require similar treatment. It is not
clear whether it is intended to superimpose the mew tax upon the
octroi and terminal taxes already levied by local bodies or to
absorb the latter in it. Absgorption would obviously facilitate ad-
ministrative arrangements, but it would involve the necessity of
compensating the authorities concerned for the resulting loss of
revenve. Finally, it should be stated that Sir Walter is wot in-
clined to regard the proposed tax as a permanent feature of India’s
financial system ; he supports it as a temporary measure, suitzd to
the country’s present stage of economic development.

3. General effect of the tax upon Railway Finance—In what-
ever shape the proposed tax were levied, it is quite clear that it
would amount to a surcharge wupon the cost of transportation.
So far as rail-borme traffic is concerned, it would constitute a sub-
vention from the railway revenues of the central Government to
the revenues of the various provinces. Incidentally, if imme-
diately imposed, it would operate to prevent the reduection of fares
&nd freight rates, the urgent need of which Sir Walter Layton em-
phasizes in another part of his report. Assuming that stores, fuel,
ete., carried for railway purposes would be exempted from liability,
a revenue of 8 crores from the proposed tax would involve an addi-
tion of approximately 15 per cent. to the present cost of transporta-
tion. ' Tt is not suggested that this is a - conclusive argument
against the imposition of the tax ; though it would doubtless be
pressed by company-owned and company-managed lines. Assum:

L
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ing that the central Government is to surrender to the provinces
such portion of its revenues as may be found to be in excess of its
requirements, it may be both convenient and justifiable to give up &
e pogtion of railway revenues and even to increase the costs of trans-
portation in order to create a margin for surrender, The state rail-
ways in India- are at present singularly free from taxation ; Since
* they are neither burdened with heavy local rates nor assessed to
ineome:-tax on their profits. On grounds of abstract prineiple, it
would neot be Improper 1o -raise vailway  rabes to a height which
would yield not only a fair interest on borrowed railway capital
“but also a fair contribution to gencral taxation. Rates must, how-
éver, be fixed with due regard to their effects upon traffie ; and it
ig - more than: doubtful whetiter the eost of transportation could
now. be raised to the licight contemplated by Bir Walter Layton
without serious résults npon the working of the railway system as
a commereial concern. :
4. Effects of the tax upon railway traffic.—Apart Irom the
actual surrender of railway revenue, there is ground for supposing
., that tlee imposition of a provineial tax of this nature might have
deleterious - effects upon railway traffic. It would be undesirable
to favour short, a8 opposed to long, distance traffic by exempting
it from the tax. s Unless, hiowever, it were exempted, its taxatbion
must ‘inevitably lead to the diversion of traffie from the railways
tothe roads. ~As long as the proceeds of a terminal fax. acerue
direet to ‘a local authority that authority -may be trusted to make
some sort - of ‘attempt to collect on traffic so diverted, and by so
doing to “discourage diversion. TIf -the tax became provineial, the
incentive to- such efforts would. -be  largely lacking. Similarly,
there would, in"the case of goods carried by river and particularly
by country-boat, be greater opportunities of evading a -terminal
tax ; and this alse would tend to create a divergion of traffic. Im
maritime provinces, there might be similar diversion to eoasting
~ or other vessels. Again the fixation of freight rates is a scientifie
proceeding, and, if it were conducted without detailéed knowledge
of local conditions, the results upon traffic might be serious.
Finally, the desire to avoid double taxation would operate to dee-
reage the fraffic to and from the present local distributing centres.
_ 5. General conclusions.—The general position  may be sum-
med up by stating that, if the central. Government is to surrender
~to the provinees such part of its revenue as may be surplus to its
- requirements, tHere is no theoretical objection to the surrender. of
- surplus revenues derived from the railway system. The possibility
- of creating a railway surplus by the enhancement of transportation
charges would, however, require careful investigation before it
~eould be held to be established. On the other hand, the parti T
‘method of effecting such a surrender which is proposed by Siz
er Tayton. is liable - 4o produce disastrous effects upon
me of traffic borne by the railways and, therefore, upon
§ revenues. It has been suggested, as an alternative to
Liayton’s proposal, that the terminal tax, theugh: coll .
1ally, shopldremain a source of local authorities * revenue ;
roceeds being distributed by local Governments to the, loes
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authorities under their control. This would assist provineial
finances by relieving the budgets of the local Governments of cer-
tain cash contributions which they now make to their local bogdies.
This proposal might obviate diffculties in connection withethe
treatment of the terminal taxes and octroi at present levied by local
authorities ; but it would, in all essential points, be open to the
oujeetions urged against the provinecial tax. ¢

6. Assam.—While the foregoing objections are strong against
the introduction of terminal taxes as a general source of provineial
revenue, it would be possible to argue in favour of their institu-
tion, as a special measure, in special circumstances such as exist,
for example, in the provinee of Assam. The Government of Assam
have pointed out, first, that neither octroi nor terminal tax has yet
been introduced by any local authority within the provinee ;
secondly, that it is in urgent need of the proeeeds in order to
finance the development of internal communications, thereby in-
ereasing 1the volume of the trade and of railway traffic ; thirdly,
that it is in a position to exercise effective control over river-borne,
traffic, which is approximately egual in volume to that carried
by rail ; and, fourthly, that the provinee is situated at the end of
the railway system, so thal the tax, if imposed wupon imported
goods only, could not operate as a tramsit duty. These arguments
are not without force. The circumstances of this provinee are special
and there is reason to hope that a proper utilization of the proceeds of
such taxes might operate to increase, rather than diminish, railway
traffic within its borders. The question reguires further investiga-
tion in detail, which it is proposed to undertake. Pending the
results of such investigation, the question whether the tax should
be imposed upon exported goods as well as upon imports and loeal
traffic may be regarded as open.

“ 7. Bihar and Orisga.-—The Government of Bihar and Origsa
also have represented their desire to impose terminal taxes for pro-
vineial purposes. In this case, the special considerations urged by
Assam have no applicability ; although it is true that snch taxes have
not yet been levied by local authorities in the provinee. The gencral
objections to the taxes as a provineial impost are applicable in- this
case. Their development as a source of municipal revenue must
be governed by the policy which may be adopted, in this connee-
tion, for India as a whole. L

8. The maintenance of ferminal taxes as a legitimate form of
taxation by local authoritiez,—As already explained, terminal taxes
call at present be authorised by a local legislature, as a method of .
financing local bodies, wherever an octroi was in forece on the 6th
“July 1917 ; and can be levied in other local areas with the special
‘sanetion in each case of the Governor General in Counecil. Ttis.a . -
matter for considerafion whether this position should be- stereo-
typed under the new constitution, and the question is engaging the
attention of the Government of India. It has long been recognized
‘that neithe# a terminal tax nor an octroi constitutes an ideal forny of
taxation. The former is apt to become little more than a transit

.
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duty ; while an oetrol, even where it escapes this character, offers
anlimited opportunity for leakage of revenue, and frequently
operates to hamper and restrict trade. On the other hand, iudiveet
taxation of thiy kind is undoubtedly the least unpopular form of
taxgtion with the Indian publie; and its veplacement by direct
taxation yielding = equivalent proceeds would be a matter of
grave difficulty. - These = points ~will be borne carefully in-mind
when the question.is investivcated: If, however, ‘either terminal

tax ‘or octroi is retained as a legitimate means of loeal taxation, it

will be essential to reserve io the esntral Government well-defined
powers of direetion and control. There are three maln purposes
to be served by -such “control. In  the first placde, the certral
Government ninst preserve for itself the possibility of preventing the
imposition of & tax which will french upon a central souree of reve-
nue, though control-in such cases should not be exercised with-
undue rigidity ; secondly, the powers of local authorities to. tax
the central Government itseif must be strietly limited ; thirdly,
there must-be authority to forbid the imposition of taxation which
would be contrary ta. tha oﬂwatlons undertaken by the central
Government in -comteedl With regard to the third of
these paeints attentiorjs myied '« . .o paragraph 17 of the memoran-
dum relating to finzenl.a” relations between the Government of
India and the provineial governments which was prepared by the
@overnment of India for the Indian Statutory Commission. ‘

27w s an ey



238

APPENDIX IX.

MEMORANDUM BY THE (OVERNMENT oF INDIA, FINANCE DEPARTMENT
DATED THE 11tH JurLy 1930, ON THE FINANCIAL ASPECTS OF THI *
SEPARATION OF BURMA,

° PARas.
TI.—Effect on revenue and expenditure of the Govern-
ment of India .. .. oo 18
I1—Effect on currency arrangements .. . 914
TI1.—Miscellaneous .. .. . .. 1&

Anvexure I—Effect on Government . af-

from duty on silver. ¥

wieiGa revenue
-

Axnexurg Il—Memorandum on pary @,@gz'a‘pls 6—9 - of
Appendix to Part VIII of the Ulmmission’s

report. .

I—Effect of separation on the revenue and expenditure  of the
Government of India,

In paragraph 222 of their report the Commission say :—

‘¢ Though the actual settlement between the two countries must
be determined by subsequent negotiations, we are here
concerned to note and endorse Sir Walter Layton’s
general conclusion that separation could fairly be effect-
ed in such a way as to do no financial injury to either
country and to leave Burma with adequate resources for,
her present needs and a balance for development pur-
posés in excess of that which she obtains to-day 7.

The conclusions arrived at by Sir Walter Liayton, and the various
assumptions made by him, are examined in the following para-
graphs — '

2. In paragraph 3 of the appendix Burma’s eontribution  to
defence has been put at 8 crores, and it has been assumed that the
whole amount of this contribution will be a deduction from India’s
military expenditure. The amount taken seems reasonable, but natur-
ally it is only a rough estimate and the actual contribution fixed may
be very different. Moreover, it is not certain that the whole “of
Burma’s expenditure on defence will be a deduetion from India’s
army expenditure, though, if the arrangements contemplated in para-
graph 221 of the Commission’s report are made, this will be the case.
The Burma Government in paragraph 16 of the memorandum on
separation which they prepared for the Commission put the contri-
bulion for defence at 128 lakhs, 4.e.,, roughly the actual expenditure
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wow incurred in Burma. Clearly, the estimate of the Burma Govern-
ment is too Iow, but it is possible that Sir Walter Liayton’s estimate
will prove to be too high. In any' case the figure of 3 crores = is
problematical; and . the possibility of a lower figure-has to be con-
tefiplated in considering the effect on the Government of India
finances. ‘

, 3. In paragraph 4 of the appendix Sir Walter Layton puis
- Burma’s share of India’s debt-at 80 to 35 erores with a net interest
and: sinking fund charge 6f approximately 2 erores a year. Nothing
is said. about the -capital expenditure in Burma, e.g.. the capital at
charge of the Burma railways, the idea being appareutly that the

‘Burma Government would take over the capital commitments of the
Government of India in Burma on terms which would invelve 1o loss
to:India. . The Burma Government in their memorandum oh separa-
tion put Burma’s share of the unproductive debt of India at 24 erores
and assumed an annual payment of 122 lakbs to cover interest and
sinking fund charges.  There, again, the figure of 2 erores is problems
atical, and the possibility of a Iower figure has to be contemplated.

4. On the revenue side, Sir Walter Layton makes the following
assumptions — :

(@) Indo-Burmese trade will become subject to existing cus-
toms ,duties with certain exceptions noted below.

S(b)y-India will impose a duty on. kerosene imported  from
Burma at the same rate as on kerosene imported from
other countries, and an import duty of 4 annas on motor
spirit imported from Burma.  (The financial effect of
this is worked out on  1928-29 figures but allowance is
made for the reduction effected in the last budget in the
import duty on kerosene at-the end of paragraph 10.)

{¢y- Burma will repeal proteetive import duties now in forece.

(d). Burma will impose the existing export duty on rice sent
to India. (The figure of 60 lakhs given in paragraph
7 should be reduced 1o 45 lakhs on account of the: re-
duction in export duty in the last budget.)

. These assumptions are reasonable, but it is possible that the tariff
arrangements: between India and Burma will be different and that
Indian revenues may suffer more than is estimated.

5. To eomplete. the picture one further assumption has to be
made, v4z.; that India would impose an import duty of 4 annas an
ounce ‘on- silver imported from Burma. Annexure I to this memo-
randum shows that if this is done, the Government of India revenue
from duties on silver will be practically unaffected, while the Govern-
ment of Burma would obtain very little from an import duty or an
excise duty on silver,

6. Nothing is said by Sir Walter Layton about the loss on the
working of the posts and telegraphs ih Burma. The loss in Burma
would be about 5 lakhs per annum and the defieit on the working of
the Government of India posts and telegraphs would be decreased
by a corresponding amount. As regards railways, the anmual gain
to the Burma Government will be about 50 lakhs as against 25 lakhs
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assumed by Sir Walter Layton. The railway vevenues of the Govern-
ment of India would also a eorresponding amount, but assuming that
the present arrangements for contributions from railway revenues
remained unchanged, the effect on general revenues would not be
large. ‘ .

- 7. From paragraph 11 of the appendix it is clear that Wir
Walter Liayton realizes that his assumptions may be wide of the
mark, for he indicates that India may lose by the separation. In
these circumstances the Finance Department consider that it would
not be safe to aceept at present the Commission’s finding that sepura-
tion could fairly be effected in such a way as to do no ﬁnanmal injury
to India. . They would, however, go so far as to say that" separation
could fairly be eﬂ'eoted in such a way that the revenue loss to India
would not be of sufficient magnitude to make it a factor of great
importance in considering the pros and cons of separation. It is
fairly clear that a special committee will have to be appointed to work
ont the details of the financial settlement,

8. The Finance Department accept the views of the Commission

on Burma’s eredit in the event of separation given in the seceopd half
of paragraph 222 of the report.

I—ZEffect of separation on currency arrangements.

9. If Burma is separated from India, the adoﬁtion of a different
eurrency system by Burma has to be contemplated. The Government
of Burma might adopt one of the three following courses :—

(@) They might retain the Government of India curreney in
the same way as Iraq up to the present has used the
Government of India eurrency. In view of the close
trade connection between Burma and India, and the
fact that the people of Burma are accustomed to - the
- rupee eurrveney, there would be a good deal to be said-in
favour of thiy course. It is possible, however, that the
Burma Government will favour a currency system
which would be semi-dependent on the Indian currency
system as suggested in (¥). below or comple’cely in-
dependent of the Indian currency system.

{p) The Government of Burma might adopt a system similar
to that of Ceylon which is briefly that the rupee is the
monetary unit and its exchange value is the same as in
India, namely, 1s. 6d., but the Ceylon Government has
its own note issue and its own subsidiary coin.  Definite
information is not available regarding the reserves kept
by the Ceylon Government against this note issue, but
‘the ‘reserve iz presumably composed partly of silver
rupees and partly of securities of the Government of
India, though there may be securities of the Ceylon
Government in addition. Such a system would avoid
a definite break with the past, and would retain the rupee
as the standard coin—a point which might be of con-. .
stderable importanee, especially in the backward traets.



It would also avoid exchange fluctuations bebween
Burwa aud Indiaand would, therefore, tend to facilitate
trade.

{¢' The  cnirency system of Burma = might be completely
separated from - the .currency system of India, and
: although it s probable that the Government of Burma
el would have a coin eorvesponding to the rupee as the
o monetary unit, and that the exchange valneé of the
monetary wnit would be Is. 6d., the = Government ~of
Burma or a bank to whom they might entryust the work
would be responsible for maintaining the e:mhaﬂge value
of the monetary wnit gquite mde )ﬂhdently of the Govérn-
ment of India.

&
@

10, If either of the alternatives in paragraphs 9 (b) and 9 (e}
were adopted, Indian currency now in cireulation in Burma would be
replaced by currency issued under the authority of the Burma Govern:
ment “and would have -to be repatriated. The arrangements = for
this repatriation would depend on the system adopted by the Govern-
went of Burma, and it .is necessary to examine briefly what these
arrangerments should be.

11, 1f & system oft the lines indicated in paragraph 9 (B) above
were adopted, all the subsidiary coin and the notes now in cireula-
tion in Burma would be replaced by new subsidiary coin and unew
notes. ~If no special arrangements were made, these subsidiary coiu
and-notes could be shipped to India, and full currency value could be
obtained: for them. Such a procedure would not be fair to India for
the reasons given below. "As there are essential differences in the
position regardmg the subsidiary coin and the position regarding the
notes, they will be dealt with separately :—

(a) Bubsidiary coin.~~As the profit on the issue of nickel an
copper ¢oin -is taken to revenue in the year in which lt
is issued, the profit on the nickel and copper coin now
in cireulation in Burma has already been credited to
the.revenues of the Government of India and has been
used  for the. ecommon purposes of India and Burma.
The ymut on the coinage of small gilver coin is deali
with in the same way as the profit on the eomage of
silver rupees. TIn paragraph.12 (o) below it is shown
~that no profit has acerued to the Government of India
on the coinage of silver apart from sums that have

already been taken to revenue. It would be ynfair to
India if the Government of Burm‘j were to withdraw
subsidiary coin from ecireulation;:obtain its full cur-
rency value from the Governmen‘n of India, and issue
in its place 4 fresh subsidiary coinage on Wwhich they
~would make a large profit, while the Government of

‘ India would lose a corresponding amount on the sub-

V. - Bifliary coin withdrawn from circulation. The most,
- therefore, that the Government of Burma would be en-
titled to demand from the Government of Imdia would
be that the Government of India should supply to the

R




242

Government of Burma new subsidiary coinage in . ex-
change for the subsidiary coinage withdrawn from ecir-

i < culation.  In other words, the Government of Burma

cowld either have their new subsidiary coinage executed
-at a-Government of India mint tree of charge, or they
could demand the bullion value of the subsidiary cein-
age, withdrawn from circulation plus the cost of recoin-
ing it. Lo
(b) Notes.—As the profit on the note issue is a recurring item,
the Govérnnient of Burma would be entitled to pay-
ment for the full exchange value of the notes repatriated,
“and the main question to be settled: would Be the form
which this payment shounld take. ~Assuming that the
reserve maintained by Burma would eonsist of-rupees
" and securities of the Government of India, it would be
a simple matter to make payment in thesé forms in tlis
proportion which might be-desired by Burma. If it
were decided that a part of the reserve should be held in
seeurities of the Government of Burma, then to this ex-
tent payment for notes repatriated might take the form
" of a decrease in the amount of the debt of the Govern-
" ment of Burma to the Government of India.

12, If the Government of Burma were to adept a completely in-
dependent currency. system on the lines indicated in paragraph 9 (¢)
above, rupees would have to be repatriated in addition to subsidiary
coin and notes. The position regarding the subsidiary coin would

be the same ag that indicated in paragraph 11 (a) above ; rupees -

and notes are dealt with below ——

(@) Silver rupees—The profit on the coinage of silver ecoin
which has acerued sinee thé..gold exchange standard

~was -established, has been eredited to the gold standard
veserve. During the last few years the interest on the

gold . standard  reserve has heen taken to revenue,

and in so far as the interest on the gold - standard
reserve ha& been taken to revenue, Burma has already
shared4n the advantages obtained from the profits on the
-eginage of the rupees. The present position is that al-
though we have incurred large losses on the sale of silver
 obtammed from  melted coin and these losses: have not
been debited fo the gold standard reserve, the amount

“of the gold ‘standard reserve is not sufficient to cover

© ‘the difference between the bullion value and the exchange

" value of the silver held in the. paper currency reserve.
Ag the' gold - standard. reserve does not ‘cover.our. pros-
pective losses on the sale of silver; it may be said that
‘apart . from interest on the gold standard reserve al-

.+ ready: eredited to revenue no profit has accrued. from the '
1. colnage of silver, and that a loss will probably eventuate, !

.+ The most, therefore, that the Government of Burma
would beentitled to demand from the.Government  of

drawn from circulation and repatriated plus the cost
ey

U Wi,

india would be the bullion value of the rupees with-
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of coinage of the currenCy Wlnch would replace these
rupees.

(b) Notes~—Although Burma would be entitled to payment
for the full exchange value of repatriated Government
a of India notes, there would clearly have to be made a
& ~definite alrangement as to the form in which this pay-
ntent: -should be made. - Otherwise. the Burma Goveri-
: ment might ship these notes to India, buy sterling with
. them and obtain fall sterling cover for their new note
s issue at tlie expense of the sterling reserves of the
Government. of India. A fair arrangement would seem
s 10 -be that the Burma Government should be paid ia
~sterling an amount which would bear the same propoz-
tion “to the total amount payable as the sterling and
‘gold reserves of the Government of India (mcludmg
the gold standard reserve) bear to the total note issue of
the Government of India. Such an arrangement would
give “the Burma Government the same proportionate
sterling cover for their note issue as was held by the
Government. of India, and as there wonld be.a reduction
- in the Government of India note issue eorresponding o
the “amount of the new Burma Government. issue, the
Government of India’s helding  of gold  and . gold
seeurdties would not be proportionately diminished. The
remainder of the amount due to the Burma Governmeut
might be paid partly in the form of silver if the Burina
Government desired to have silver, and if not; wholly in
the form of areduction of the amount of the debt of the
Government of Burma to the Government of India:

13. From the above brief outline it is clear that one of the condi-
tions of the separation of Burma from India should be an arrange-
ment which would safeguard:the interests of India in’ the event of
Burma adopting a new currency system. Tt is not easy to devise a
formula” which could be included in the legislation which will pre-
sumably deal with the separation of Burma, but a safevualdmg clause
.- on the following. lines might be sufficient +— :

‘“ If the Government of Burma adopts a new curreney system,
payment by the Government of India to the Govern-
ment of Burma for Indian. currency withdrawn from

" cireulation in Burma and repatriated to India shall be

P | limited to an amouni which will represent “the eost to
‘ s the Government of Burma of replacing the ecurrency
withdrawn from ecirculation and shall be made in such

a manner that the gold and stérling reserves of the

Government of India would not be proportionately

weakened.”’

Presumably, the Aect would name some authority, probably the
British Government, as the authority to decide differences between the
Government of India and the Government of Burma which might
arise in carrying out the provisions of the Aect, and this authouty
would have to. bc the authoutv to declde the extent and the form of

®2
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payments to be made by the Government of India to the Government
of Burma for currency repatriated.

w14, In the ‘above paragraphs the assumption has been made that
the currency arrangcments in" Indiz’ remain as at present.. In the
event of the Government of India note issue being replaced by a®
reserve bank issue before a new currency system is introduced in
Burma, special arrangements vegarding Burma would probably have
to be made at the time of Imndmw over the note issue to the reserve
bank.” Whatever currency system might eventually be adopted by
Burma, presumably no change would be made until some time afisy
sepavation was effected. During this period the Indian Currency Act
and Indian Coinage Act would have to apply to Burma. .

! T —Mrscellaneous.
15, Some of the more important questions which the Finance

Department will have to consider, if it is decided to separate Burma
from India, are dealt with below :—

(1) Wauys and meons~—Presumably,. the Burma _Government
wonld arrange with the Imperial Bank of India to conduet their
business on much the same lines as the bank now conduets the busMfhess
of the (xovu-nm(‘nt of India. The Burma Government would take
over control of the resource work at treasuries, Wh(‘]e the Govern-
ment -of India should probably arrange to maintain®currency chests
as long as Burma used Indian currency.

(‘)) Government of India securttres held in Burma.—At present
a eonsiderable volume of Government of India securities are held in
Burma, and interest is payable at any treasury in Burma. Clearly,
it is desn'able that Burma holders of Government of India securities
at the time of the separation should have the same facilities for draw-
ing the interest as they-now have, and it would be desirable to arrange
with the Government of Burma for the continuance of these facilities,
at any rate as regards securities held in Burma at the time of the
separation, though it will probably be undesirable to allow further
transfers from India to Burma. The Gfovernment of Burma: eould
be given a commission on the amount of interest paid.

(8) Post office cash cerfificates—On . separation, presumably
the issne of Govermment of India post office cash certificates in
Burma would cease, and the Government of Burma would issue certi-
ficates of their own. As, however, the certificates previously issued
would represent an oblmahon of the Government of India, and as it
would be a very complicated matter for the Government of Burma
to attempt to take over this obligation, an arrangement would have
to be arrived at by which the Burma Government would arrange for
the payment of the certificates as they mature at their post offices
and debit the amounts to the Government of India. Probably they
would have to be given a commission for this service. ,

(4) Post office savings bank deposits.—In this case the simplest
method of procedure probably would be for the Burma Government
to take over the savings bank deposits from the Government of Indtax s
the debt of the GOVernment of Burma to the Government of Indla




245

being reduced accordingly. It might be said ‘rhat the depositors
- would have reason to complain of such a transfer, because their de-
posits would be transferred from an institution backed by the credit
of the Government of India to an institution backed only by the
eredit of the Government of Burma. This Chfﬁﬁulty could ‘be got-over
by giving depositors notice some time in advance that their deposits
were~to -be transferred, so that they would have an Opporﬁumtv of
M‘fhdiawmg thom it h(ﬂ, degired 1o do so.

(5) g’wmdem‘ fund deposits. ——Presnmab!v, the provident fund
deposits belonging to officers of the Burma Government and any
officeys of the ecentral Government which may be transferred to the
Burma Government would be taken over by the Government of
Burma; who would also take over the incidental liabilities. The total
amount of deposits would be presumably dedueted frem the debt Of
the Government of Burma te the Government of India.

(6) Oihw deposits—At present all deposits received in Burms
are fa&{en mto the balance of the Government of India. Presumably,
the: Burma Government would take over these deposits with the inci-
dental liabilities.

(7) Family Bension funds—Presumably, officers serving under
the new Burma Government would not be eligible to subseribe to the
family pension funds now administered by the Governmegt of India,
but the Government of Burma would start similar funds ol their own.
Arrangements would have to be made to transfer officers’ subserip-
tions from the Government of India funds to the new funds of the
Government of Burma with probably a eontribution from the Govern-
ment of ‘India to cover the period during which the officer was:in the
service of the -Government of India. Here, again, the total amount
transferred  eotild be taken in reduction of the debt of the Govern-

ment of Burma to the Government of India,

(8) Income:tax.—Most of the trade in Burma is condueted by
Indian or Buropean firms which are at presént assessed to tax either
“in Burma or in India on the total income from their operations in
both countries. The question of ‘double income-tax will, therefore, be
of eonsiderable importance. L

(9) S’t(lﬁ‘?—The conditions on which the Government of India’s

. staff employed in Burma will be taken over by the Government of

Burma will have to be worked out in detail.

(10) - Raiways—The terms on which the Burma railways will
be ‘taken over will have to be worked out very carefully. They are
the most profitable portion of the Government of India railway
system and even if it"ig decided that the Burma Government should
take in future the full profits regardless of losses which may have
occurred in the past, d.e., that they would merely have to pay to the

-~ Government of India the capital at charge on these railways, the rate

of interest which the Government of Burma should pay to the Govern-
ment of India on the capital at charge will be difficult to determine,
as the capltal has been raiged over a period of years at different rates
of ‘interest.
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. (11) Posts and telegraphs-—The terms on which the assets of
the Posts and Telegraphs Department will be taken over by the Burma
Government will have to be worked out in detail. é

(12) Government of India lands and buildings—Here ag.a,iu
a difficult question will arise as to the terms on which the lands and
buildings at present in possession of the Government of Tndia should «
be handed over to the Government of Burma.
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(See¢ para. b))

Production of silver in Burma,
(In thousands of fine onnces.)

L]

e 1024 .. 5288
:1925 . oo 4832
1926 ee 5104
1927 Gei 16,004
1928 : 7,405
1929 7,290
Exports of stlver from Burwma,
Straits  |Federated )
s India. Settle- Malay | Mauritius. | Total. -
ments, States.
=
1924.25 5,430 5,430
1925-26 4,791 15 16 4,822
1926-27 4,627 41 56 4,724
: 1927‘-28 6,411 18 37 6,466
1928-29 7,548 32 39 344 7,963
Imports of silver into Burma.
Dnited Hong | Federated
e India. Kingdom. | Kong. Malay Total,
States.
1924-25
1925-26 3 7 i0
1926-27 2
1927-28 9 72 19 160
1928-29 5 4 ]

.- It will be seen from the above figures that the imports of silver
into Burma are megligible, and that almost the whole of the silver
As figures of production by offieial
years are unot available, it is not possible to caleulate the actual

produced in Burma is exported.

~smount of silver eonsumed in Burma, but the above

figures

show
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. that the amount is very small. In the circumstances the Govern- ‘
ment of Burma will not find it profitable to impose import and ex-
cise duties on silver. ‘

So far as India is concerned, if India levies an import duty of
4 annas an ounce on silver imported from Burma, the Government
of India will lose very little as almost the whole amount of the silver
produced in Burma is exported to India. The Government of India
will lose only the excise duty on silver consumed in Burma, but thee |
figures show that thiy amount is negligible. :

.
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ANNEXURE .

MEMORANDUM oN PARAGRAPHS 6 710 9 oF APPENDIX To Part VIII oF
THE STATCTORY COMMISSION s REPORT. (Pdges 282 t0 284.)

® - Separation of Burma and customs revenuyes.

& ;
This memorandum deals with the effect of levying import duties
in' Burma and:in  Tndia o Indo-Burmese trade. The trade. in

- *kerosene and petrol is excluded from this examination. Sir Walter

Liayton’s estimate iz that Burma will obtain 116 1 from impart
ditty on-goods {rom India, and that Tndia will obtain 25 lakbg from
dmport’ duty on goods from’ Burma (paragraph 9 of the appendix,
pages 283 and 284). This estimate is based on the assomption that
the existing import duties will ‘be applied at both ends (paragraph
LY '
2. Four: statements are attached —

(I) Imports of Indian merchandise into Burma.

<IL)- Tmports of foreign wmerchandise into Burma from

‘ India. ’
- M1D) Tmports  of Burmese merchandise into India from
: Burma:
(1Y) Imports of foreign merchandise into India from
Burma.

These statements represent the trade for 1928-29, ard are taken from
tables 7 to 10 in Part I1 {pages 219—267) of the sea-borne trade
and navigation of Burma- for 1928-29 (the latest volume available).
In:ench statement the total trade is divided into three groups :—

Free goods,

(oods at special rates of duty,

Goods dutiable at 15 per cent. ad wvalorem,
Deductions have then been made for the intra-provincial trade, i.e,
between ports within the provinee of Burma, and thé duty leviable
at existing rates on the trade between Burma and India has been
estimated.

3. The result of the estimate may be displayed in the following

statement i—

, Lakhs.
Duiy payable in Burma—

Indian merchandise o e v e 290

Foreign merchandise e . v ce 24

Total duty .. 314
Duty payable in India—

" Burmese merchandise . .. - .. 95
Foreign merchandise o e . . 8
Totalduty .. 103
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The trade in foreign merchandise will be affected in quite a differ-

ent_ way from that in indigenous products. Foreign merchandise,
which now goes to Burma from India, has already paid duty in
India. In future part will go direct, and the greater part of the
remainder will be shipped under claim for drawback, and ine either

case India will lose the duty. To be on the safe side it would be as

well to treat the duty as a debit to Indian revenues, and similarly to ‘
debit Burma’s revenues with the duty leviable in India on foreifn
mer(ihandise exported from Burma. We thus obtain the following
result :— ‘

Burnla. India. L "'i"

Gain = .. . . .. .. 314 . 103
Loss e e .. e 8 24
Net gain .. 306 79

4. This result assumes that the tra?fe will remain at‘its, present
level. Naturally some depression will follow the imposition of
duties, but it is difficult to see how the effecd can be as great as is
suggested in Sir Walter Layton’s figures. A gain to Burma of 240
lakhs and to India of 60 lakhs would not be an extravagant estimate.
Sir Walter Layton’s figure of 116 lakhs for the gain to Burma is the
Burma Government’s own estimate, and it has been ascertained that
this was merely intended as a safe guess caleulated in the following
manner. The average duty on imports of foreign goods into Burma
in 1926-27 was 17 per eent. An average duty at the guess figure of
8 per cent. (on roughly half the above amount) on Indian goods im-
ported into Burma wonld yield on the 1926-27 imports 116 lakhs,

5. In dealing with India’s customs revenues from existing
sources, a flat rate of 2 annas for kerosene has been assumed.  Sir
Walter Layton, writing no doubt before the introduction of the 1930-

31 budget, has taken 2} annas. At the 2-anna rate for kerosene the
gross gain to India will be—

Lakhs.

Existing excise .. .. . se 7.0 190

Additional rate on kerosene .. e . 56

Nett duty on other imports from Burma, . o 60
306

against Sir Walter Layton’s figure of 326 lakhs. At the present rate .
of customs duty on kerosene (2% annas) India would gain 834 lakhs. . . -
On the other hand, this estimate gives a gain to Burma of 997 lakhs =~
against Sir Walter Layton’s figure of 873 lakhs. e
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L
'Coastz'ng imports imto Burma—Indian merchandise—Values and duty
® wn lakhs.
e
: Intra'pfo- Net,
. i Gross. vincial India- Duty
trade. Burma,
* Total 1,543 141 1,402
Free goods.

Anima,ls 3 3

Books ., 3 2
" Grain, pulse and flour 134 18 116

Hides and skins | . 1 1

5 Machinery .1 1

Manures 1 1

- Total free 142 19 123
Total dutiable E 1,401 122 1,279
. Artiéleé at special rates.

Coal 111 111 3
“Fish, salted 17 17 1
| Fodder 2 2
Matches 4 3 1 1
Tobacco 130 9 121 130
'lfoys 3 3 1

Total at special rates 267 14 253 " 136
Akd valorem at 15%, ... 1,134 108 1,028 154
Total duty 290




252

Il

Coasting imports into Burma—Foreign

duty in lakhs.

g™

merchandise—V alues . and

.
Intra, Net
—_— Gross. Pro- India- Dutgy.
vincial. Burma.
Total 193 84 109 -
“Free joods.
Books .. . 1 1 .
Dyes 2 2 3
Machinery 15 4 11
Total free 18 4 M o
Total dutiable 175 80 95
Dutiable at special rales, .
Liquors 5 2 3 3
Matohes 2 1 1 1
Tobacco 11 4 7 7
Total 18 7 11 11
Ad valorem at 15%, 157 73 84 13
Total duty | 24
111,

COoasting exports from Burma—Burmese merchondise—Values and

duty in lakhs,

Intra Net. -
P Gross. Pro- Burms<. |- Duty.
vincial. India. _
Total 3,317 117 3,200 ‘e
Kerosene and petrol 885 15 870 ..
Total excluding kerosene and petrol 2,432 102 2,330 .
: e




Intra Net
o Gross, Pro- Burma,- Dutby
vineial. India.
L) e
@
Free goods:
‘Grai, pulse and flour 1,760 9 1,751
Hides and skins .. o 8 8
Sticklac =~ .. e 51 51
Cotton,; raw 1 i
© Total free 1,820 9 1,811
‘Total  dutiable -excluding kerosene
and petrol 612 93 519
Dutiable at special rates.
: ®
Fodder e 2 1 1
Matches o I | 18 2 16 13
Lubricating oil. ., 34 34 3
Tobacco 21 9 12 8
Total (excluding kerosene and petrol)
- dutiable at special rates 75 12 63 24
Ad valorem:at 15%, 537 81 456 71
Total duty (exeludmg kerosene and
petrol) . iy 95
Iv.

Coasting. exports from Burmo-—Foreign wmerchandise—Values amad
' duty n lakhs.
Intra Net
i Gross. Pro- Burima- | Duty.
vineial. India.
Total 122 75 47
Free goods. .
. Machinery . . 5 4 1
Total free 5 4 1 .
Total dutiable .o 117 71 46 .o
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Intra Net :
e Gross, Pro- Burma- Duty.
vineial. India.

w

Dutiable at special rates. .
obacto - . 3 2 1 Y
-
Total at special rates 3 . 2 1 1
- Advdloremat 159% .. 114 69 | 45 7

Total duty
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List of Enclosures.

Letter to éﬂ local Governments of Governors’ Pro-
vinces {(except Burma), No., F.-67|30-R., dated the
24th June 1930. : :

Letter to the Chief Secretary to the Government of
Burma, No. F.-67[30-R., dated the 24th June 1930.

. Letter  to the Registrar, High Court, Calcutta,

Appellate Side, No. T'.-67|30-R., dated the 24th June
1930, |

. Letter to the Chief Commissioners, Coorg, Baluchistan,

Delhi, Ajmer-Merwara, No. F.-67|30-R., dated the
24th June 1930. ‘

. Letter to the Chief Commissioner, North-West Frontier

Provinee, No. F.-108/30-R., dated the 2nd August
1930.

. Lggter from the Government of Madras, No. 978, dated

the 11th  Avgust 1930.

. Letter from the Government of Bombay, No. 1j161,

dated the 18th August 1930, and enclosures.
Note by His Kxcellency the Governor of Bombay.

. Telegram to the Government of Bombay, No, 2940-5.,

dated the 31st August 1930.

. Delegram from the (Government of Bombay, dated the

7th Septemper 1930.

. Lietter from the Government of Bengal, No. 219-A.C.,

dated the 15th August 1930, and enclosures.

. Letter from the (Government of Bengal, No. 222-A.C.,

dated the 22nd August 1930, and enclosure.

. Lietter from the Government of the United Provinces,

No. 4949-C., dated the 23rd August 1930, and
enclosures.

. Letter from the Government of the Punjab, No. 4706-S.

Reforms, dated the 14th August 1930, and enclosures.

. Letter from the Government of the Punjab, No. 6504~

S. Reforms, dated the 16th September 1930, and
“enclosures.

. Letter from the Government of Burma, No. 392-D.-30,

dated the 13th August 1930.

. Letter from the Government of Bihar and Orissa,

No. 4368-A.R., dated the 23rd August 1930, and
enclosure. ' '
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18. Letter from the Government of the Central Provin-
ces, No. R.-15-1V, dated the 12th August 1930.
19. Letter from the Government of Assam, No. Rim -8]
8801-A.P., dated the 12th August 1930. .

20. Letter hom the Chief Commissioner, Delhi, No. 7131-
Home, dated the 8th August 1930.

21, Letter from the Chief Commissioner, Coorg, No. 2352
11-28, dated the 4th September 1930.- B

92. Letter from the Chief Commissioner, North-West
Wyrontier Provinee, No. 3305-P., dated the 28[29th
August 1930, and enclosure, R

L

23, Letter from the Chief Commissioner, Baluchigstaun,
No. 3614-P., dated the 14th August 1930.

24, lietter from the Chief Commissioner, Ajmer-Merwara,
No. 45-C]111-C.C.J30, dated the 15th August 1930,
and enclogure. .

25. Letter from the Registrar, High Court, Calcutta,
No. 11741-G., dated the 18th lnly Jo30.
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