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CHAPTER I
Introductory.

The Committee was appointed by Resolution of the Govern-
ment of India in the Foreign and Political Department No. 33
Special, dated the 14th of August 1930, which we reproduce
below :—

“ In conneection with the discussions which are expected to take
place at the forthcoming Indian Round Table Conference
in London regarding the future economic and financial
relations between British India and Indian States, the
Governor-General-in-Council has been pleased to appoint
a small Committec under the administrative coutrol of
the Foreign and DPolitical Department consisting of the
following gentlemen :—

1. Mr. W. W. Nind (Collector of Customs, Rangoon)—
Chairman,

2. Mr. V. Narahari Rao, M.A., Under Secretary,
Government of India, Foreign and Political De-
partment,

3. Professor S. P. Bhargava, M.A., F.S.S., Member
representing the Special Organization of the
Chamber of Princes.

Mr. V. Narahari Rao, in addition to his duties as a Mem-
ber, will also act as Secretary of this ‘‘ Special Com-
mittee .

2. The object of the Committec will be to collect facts and
statisties which should be helpful in determining :—

(¢) Credits, that is, the value of any direct or indirect
contributions made by the Indian States to Imperial
resources, and

(44) Debits, that is, the assessment of what their pro-
portionate contribution for Imperial burdens
should be.

The Committee is not required to determine questions of prin-
ciple or to prepare balance sheets for all or any States.

3. To take debits first, the Committee is being supplied with a
list of items of Central expenditure classified as Imperial
burdens. The list is provisional and additions may be
made thereto at the diserction of the Government of India.
The question of the ultimate inclusion of any such items
wonld, however, be a matter of prineiple outside the fune-
tions of the Committee.
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4. It will be the duty of the Committee to collect figures show-
ing the average annual expenditure of the Government cx
India in respect of each item on the provisional list of
Imperial burdens. In working out the averages, the
Committee should take, as far as possible, the actual
figures available for three years and the revised and
budget estimates for the remaining two.

5. On the credit side, the Committee will be concerned mainly
with Customs, Salt, Excises, Tributes, Ceded Territories
and Indian States Forces :— i

(a) Customs.—The main object of the Committee will

(b)

(c)

(d)

(e)

be to collect statistics to facilitate the comparison
of scales of consumption of imported dutiable goods
in British India and the States, respectively.

Excises—Similar’ calculations will be required to
determine the contributions of States on account
of excisable commodities both Imperial (such as
petrol and kerosene) and Provineial (such as hemp
drugs).

Salt.—-The Committee will estimate the amounts
accruing to Imperial revenues from the consump-
tion of taxed salt in Indian States. The eompula-
tions will be made on the assumption that existing
salt agreements are to continue in foree.

Tributes.—It will be necessary to compile a detail-
cd statement of all payments under this head in so
far as they are available for Central expenditure
in general. Payments earmarked for special or
local purposes particularly beneficial to the Stat:s
eoncerned should be separately listed.

Ceded Territories—This item is of great impor-
tance and will need the special attension of the
Committee. A schedule of all areas ceded by States
in the past, either for the upkeep of a subsidiary
force or by way of commutation for protection, will
be furnished to the Committee by the Foreign and
Political Department. It will be necessary for the
Committee to attempt to compute the net valuc of
the ceded territories at the present time, that is,
the surplus available after all expenses of the ad-
ministration, including proportionate contribution to
overhead administrative charges, have been met.
The Committee will no doubt take into account the
allowance to be made for overhead charges in con-
sideration of the amount of supervisory work waich
these territories entail. The bases of population or



of area would not in themselves be a sufficient
criterion. The Committee will also make a separate
calculation of the contributions from ceded tevri-
tories to Central revenues under such heads as
Income-tax, Salt, Customs, ete.

It will also be necessary to compile figures showing how
far the value of these territories has risen in conse-
quence of works such as irrigation works carried
out by the Government subsequent to the cossion;
and also amounts of expenditure ineurred under
such items as famine relief, ete.

(f) Indian” States Forces—The Commiiten should
ascertain the actual cost of units mainiained undev
the Reorganisation scheme including « fair amount
of overhead charges on account of the stafl, main-
tenance of barracks, ete. Separate lists should be
made for (a) units which are expeeted 1o be at
the disposal of the Imperial Governmen: for exter-
nal defence, and (b) units earmarked for internal
security. «

Efforts should also be made to collect the figures showing
the total Army expenditure of all States.

6. Tt will be unnecessary for the Committec to attempt to collect
material in connection with—

(a)-currency profits,
(b) railway profits, or
(¢) Posts and Telegraph profits.

These questions will be dealt with as urgently as possible by the
Departments of the Government of India concerned.

7. As the figures of the forthcoming Census will not be available
before the Indian Round Table Conference, it is con-
sidered desirable that the Commitiee should indicatc the
kind of figures which are likely 1o be required for the pur-
pose of financial settlement with the States, so that these
may, if possible, be supplied at an early date by the
Census Commissioner in advance of the general compila-
iion of the Census.

8. The Committee will endeavour to complete its work, as far
as po§sible, by the end of September 1930, and it is
accordingly requested that Local Governments and Ad-

ministrations will be good enough to afford promptly all
rezsonable assistance to the Committee.’’ )

. 2. We met first at Simla on the 6th of August. The time at our
dlsposa! was very limited, and we were seriously handicapped at the
outset in go far as the collection of the necessary data entailed a very
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large amount of correspondence not only with Political Officers, bus
also with Local Governments, various Departments of the Govern
ment of India and with authorities outside India, such as His
Majesty’s Secretary of State for India, the High Commissioner for
Tndia in London and the Agent of the Government of Tndia in
South Africa.

3. We have made the best of such data as we could collect and
completed the task allotted to us with the exception of the ¢ Ceded
districts ”’. Apart from our being unable to find time to make
the necessary tour, we felt that the Local Governments concerned
should first be given an opportunity to study the problem and
advise us on a suitable line of attack. We considered that after the
Local Governments had attempted to colleet the required figures
from their local officers our visit might be necessary only to dispose
of any outstanding points. We accordingly invited the Local Gov-
ernments concerned for assistunce and so far we have received only
one reply. It is proposed to continue the investigation into this sulb
jeet and to deal with it in a subsequent report.

4. The report is divided into two main parts dealing, respective
ly, with ‘¢ eredits ’’ and ‘‘ debits ’’. In the case of the latter, we
have had comparatively definite data to work upon, while this
was not the case as regards ‘‘ Customs ’’, *“ Salt ’ and ‘¢ Imperial
Excises ”’. No definite statistics exist as to the distribution of im-
ported articles to enable us to suggest the allocation of ah exact
proportion of customs revenue, and in the case of salt, such statisties
as do exist are incomplete. The distribution of petrol and kerosene,
which are subject to an Imperial excise, is aﬂam to a large e\:tcnt
a matter of conjecture.

In consequence, while the results of our investigations under
debits are precise, those under credits are to some extent based on
conjeeture.

5. Some explanation is perhaps necessary of the method we have
adopted in dealing with the ‘‘ Customs’’ problem. We are asked
““ to collect statisties to facilitate the comparison of scales of con-
sumption of imported dutiable goods in British India and the States,
respectively *’. No definite statistics exist which bear direetly on
the distribution of imported goods, and we were accordingly forced
to the conclusion that we must work out a scheme of distribution
based on general considerations and such statistics as are available,
in order to give some definite indication of the proper allocation of
customs revenue. These remarks are perhaps necessary to explain
our apparent departure from our instructions.



CHAPTER II.
Customs Revenue.

6. It was obvious from the outset that this portion of our task
authorities at the ports maintain an
Difficulty of the problem. authorities at the ports maintain an
aceurate record of imports and the duty collected thereon, but at this
stage their task is completed, and it is no concern of theirs to ascer-
tain the further destination of goods once delivery has been taken by
the importer. Nor, indeed, would it be possible for them to do so0
for, though some goods are imported by actual consumers, the major-
ity pass through the hands of a serie of middlemen before finding
their way to their ultimate destination.

. The States themselves were asked through the Political Offlcers
concerned to supply us with an estimate of the amount of imported
goods consumed in their territories, but here too we anticipated grave
difficulties. In the first place it is only in the case of States whicn
levy their own customs duties that the record of imports woald
Le complete and reliable, and even in their case so many articles
comprised in the tariff, e.g., cotton piece-goods, sugar, 'matches,
cte., are produced in India as well as imported from abroad, that
it. would be quite impossible to compute the proportion betweenr
imported goeods and country produce. As regards States which dv
not levy their own customs, there is the added difficulty that sufficient
reliance cannot be placed on their trade statistics which presumably
are based on Railway traffic returns and take no account of cart and
other traffic across their frontiers. Hence our problem could not be
confined to the simple adding up of the States returns, the result of
which would represent the consumption of imported goods in the
States. The statistics which we have actually received from States
have fully borne out our anticipations, and the use we have been able
to make of them will be explained at a later stage of our report.

7. As trade statistics compiled by the States were not likely to

. prove sufficient for our purpose, and in
Railway statistics. view of our instructions to ?vork out, if
possible, comparative scales of consumption of imported articles in
British India and Indian States, it was necessary to ascertain what
statisties exist of the movement of goods from the ports to various
parts of the country. Here, again, even if such statistics were avail-
able and were of unimpeachable accuracy, it was unlikely that they
would be of such a detailed nature as to enable us to trace the precise
place of consumption, where Indian State and British territory were
geographically contiguous. After examining some of the railway
statistics as maintained at present we found. that they would be
quite inadequate for our purpose, but a compilation entitled ‘‘ Inland
Trade (Rail and River-borne) of India ’’, which was issued up to
the year 1920-21 suggested a more fruitful field of enquiry into the
relative consumptions of articles in varioms areas, and we aceordingly



devoted some time to its study. We soon, however, realized its
limitations. At best the figures contained in it could only indicate
the imports of certain classes of goods into certain States, and very
rarely could it be said definitely whether the goods were of foreign
manufacture or produced in the country. The results of our cal-
culations applied to certain commodities were disappointing and ws
came to the clear conclusion that it would be extremely unsafe to
apply such facts as could be gleaned from the compilation to other
States and other classes of goods. Further, the figures obviously
did not include cart traffic, and goods carried by this means of trans-
port across the frontiers of any State must surely have a considerable
bearing on its import and export figures.

Finally, we understand our instructions to mean that we should
indicate a scheme, based as far as possible on facts and figures.
which can be applied in the future. The publication which we have
been considering ceased in 1920-21 and consequently any schemc
based on facts gleaned from it will be incapable of revision in the
light of future changes.

8. We came accordingly to the one solid faet that must perforce

Scheme of distribution underlie any investigation conducted by

outlined. us, namely, the actual amount of goods
imported on the whole, and the revenue yielded. These are ascer-
tainable for any year in the past and will be ascertainable also in the
future. It has been universally recognised by all who have con-
sidered the problem before us that the standards of living vary in
different parts of India, vide foot-note to paragraph 80 of the Report
of the Indian States Committee, 1928-29. In this connection we
feel we should also refer to the calculations made in chapter X of
the publication entitled ‘‘ The British Crown and Indian States
in which different scales of comsumption are assumed. We have
been umnable to discover the exact basis for the scales assumed. In
our scheme we have attempted to avoid such assumptions but pro-
ceeded rather to work out the relative scales of consumption by
grouping the various headings, under which the yield of revenue is
recorded, into certain classes determined by the use to which the
goods are normally put or by the class of people who normally
consume them. We have accordingly attempted to group imported
commodities into the following main classes :—

(1) Articles of general or universal consumption, e.g., kern-
sene oil, bangles, spices, ete.

(2) Articles consumed mainly in towns with a population of
10,000 and over, e.g., salted fish, fruits and vegetables,
hosiery, ete.

(8) Articles consumed mainly in large towns with a popula
tion of 20,000 and over, e.g., Cinema films, apparel,
provisions, jewellery, electrical control gear, motor cars,
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(4) Articles consumed or used generally in factories, e.g.,
fuel oil, cotton belting, chemicals other than drugs, ete.

(5) Articles used or consumed in special types of factories.

(6) Articles intermediate between categories (1) and (2),
(8) and (4), or (8) and (5). -

(7) Articles consumed by Railways and so on.

9. The population of British India and Indian States is separately
recorded in the Census returns and is sub-divided into inhabitarts
of towns of varying sizes. These returns enable us to determine
the proportion in which articles of universal consumption and thcse
mainly consumed in towns should be allocated to the States. Our
distinction between articles of universal consumption and those
consumed in towns has been made after a careful study of the nature
of each article, the class of people likely to consume it and so on.
We have also the necessary statistics of factories, the number of
labourers, ete., in the compilation ‘‘ Large Industrial Establishments
in India, 1927 ’’ which enable us to form some idea of the comparative
importance of factories in the States and in British India, and so to
allocate between them the probable consumption of factory stores.
It has been suggested that the distribution of factory stores and raw
materials should be based on the ultimate distribution of the manu-
factured articles, but we feel that our task is to work out a schema
of distribution of imported articles in the form in which they are
actually imported and in which they are subjected to levy of customs
duty.

10. This method of attacking the problem ecannot obviously
claim resnuits which would be absolutely accurate. We recognise
that our assumptions though generally correct have their limitations ;
for instance, certain articles which we have put into the town catc-
gory may also be consumed to a small extent in rural areas, and
articles in the factory category may be used in the village workshop
as well as in the power-driven factory.

11. Again, there is the very grave difficulty, to which allusion
has been made above, of differentiating between foreign and country
produce. It is probable that one State or Province consumes more
imported sugar than another or makes use of more steel of country
manufacture than its neighbour. We considered, therefore, the possi-
bility of making out a scheme of distribution of imported goods,
based on the geographical position of States and the ports which were
most likely to serve them, but we came to the conclusion that the
task was far too intricate, and that the assumptions which it in
volved were too great to justify it as a basis for the solution of our
problem. Our instructions are to consider the States as a whole,
and they are so scattered throughout the length and breadth of the
country that we felt that our estimate of the share of the States as



& whole in any imported article like sugar would not be vitiated py
the fact of local production, although we could not venture to c}alm
correctness if we applied the scheme to any one State or Province.
The limitations in our assumptions affect”both the States and British
India and we can only hope that any errors arising from them
would balance each other; and that, on the whole, our estimate of
the share of the States as a whole is as reasonable and accurate as
the eircumstances permit,
12. Before dealing with the figures of population as recorded
in the Census returns, it is necessary to
Exclusion of certain areas. . .;j0p the exclusion of the population
of certain areas. Certain maritime States have their own ports and
harbours through which they can import foreign goods without con-
tributing to the revenues of the Government of India. Such are ihe
Kathiawar States situated outside the Viramgam Customs Barrier
together with the two Baroda districts of Amreli and Okhamandal

As regards the maritime State of Travancore, the arrangements
in force in 1928-29, the year we have taken into consideration for
our caleulation, were that she could, under the Interportal Conven-
tion of 1865, levy duties on goods imported by sea. She also geis
compensation for the abolition of land customs on other than certain
specified articles. We have, therefore, excluded Travancore. Cochin
has been excluded as she is entitled under the same Convention to a
moiety of the customs duty collected at the British Port of Cochin,
after deducting the working expenses. The existing arrangements
with Travancore and Cochin will undergo changes with the develop-
ment of the Cochin harbour, when the altered conditions may neces-
sitate a reconsideration of the position.

Again, under treaty rights, Kashmir can import goods direct
through the Indian ports and obtain a rebate of the duty charged at
the ports. It is thus clear that the populations of the areas speei.
fied above should be excluded from our scheme. It is, however,
possible that a certain amount of goods which have paid duty in
British India do find their way into the maritime States, but it is
impossible for us to compute them on the basis of population, ete.,
where a State has the privilege of importing direct from abroad and
has, therefore, the opportunity of avoiding duty.

It is obvious again that the foreign imports of Burmia do not
normally find their way into the interior of the peninsula of India,
and, in consequence, there can be no question of allocating to Indian
States any share of the customs revenue collected there, even if
Burma continues to remain an integral portion of the Indian Empire.
The States of Karenni in Burma, which alone correspond to Indian
States, might conceivably claim their share, but this claim would oe
confined to the customs revenue of Burma and would not form a part
of the problem which we are considering. Hence, we have excluded

not only the revenue collected in the Burma ports, but also the
population of Burma from our reekoning.



13. The total population of India, as a whole, divided among
the various Provinces, States and Agencies is to be found in Table I,
Part II, Census of India, 1921, Volume I. The total population of
India is shown as 318,942,480, of which 71,939,107 are inhabitants of
States and Agencies. 1t is to be noted, however, that within the
latter category are ‘included the inhabitants of the Agencies and tribal
areas of the North-West Frontier Province and for our purpose
these are obviously to be excluded from the population of Indian
States. It is probable that, in addition to stores consumed by troops
maintained in these areas, certain dutiable imports, such as, piece-
goods and sugar find their way there and an exciseable article, such
as kerosene oil. The cost of controlling the areas is borne by the
Government of India, and hence at first sight, it appeared reasonable
to include the population of these arcas with that of British India.
We felt, however, that it would be scarcely reasonable to allocate to
such territory the same scale of consumption of imported goods as
to British India proper, and that it would be difficult to ascertain any
lower basis of consumption. Further, it appeared to us that any
revenue accruing from the consumption of dutiable goods in that
territory might not unreasonably he considered as some offset to the
cost of control, which will appear among the Imperial burdens.
We have therefore excluded the population of agencies and tribal
areas in the North-West Frontier Provinece both from British India
and the States. A further population which is included in Table i
of the Census Volume alluded to above, and which we propose to
exclude is that of Aden, which for Indian ecustoms purposes is treated
as a foreign port, and, in consequence we adopt the total figures
shown in Table III of the same Volume as our starting base, deduc*-
ing therefrom the populations of Burma and the States mentioned
above. This table also classifies the population of the Provinces and
States into cities of various sizes and we require this classification in
working out our scheme.

14. We attach a statement (Table No. I) showing the tutul
figures of population in British India
(excluding Burma) and of Indian
States (excluding those which do not contribute to the cusloms
revenue of British India), and the percentage which the latter class
bears to the whole. The statement also shows similar percentages in
regard to the inhabitants of eities of various sizes. It will be seen
that whereas the percentage of total population of the participating
States to the whole of India (excluding Burma and non-pavticipating
States) amounts to 19.91, those of cities exceeding 10,000, 20,000 and
50,000 inhabitants amount to 15.38, 14.51 and 14.25, respecrtively.
The difference between the latter two classes is so small that we have
not considered it worthwhile to maintain the distinetion m ow
scheme and consequently we have taken only two categorics of towns
nanely, those of more than 10,000 inhabitants and those of more thar
20,000. In calculating the share of duties we have rounded these per-
centages to the nearest 0.50, taking 20 per cent. for total population

Percentage of population.
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15.5 for towns of over 10,000 and 14.5 for those of over 20,000 in-
habitants,

15. We would here explain in more detail than we have done
hitherto the basis of our division of
articles into universal, town, factory and
other categories. There arve certain types of imported goods, such ay
cotton piece-goods and kerosene oil, the consumption of which i>
probably fairly universal throughout the country, while other goods,
such as imported provisions and furniture, rarely find their way
into rural areas. The use of other articles, again, is mainly cou-
fined to Euvopeans and Indians who have adopted wesicrn stand-
ards of living, and who are, gencrally speaking, to be found mainly
in the larger towns. Planters and larger zemindars do, of course,
inhabit rural districts, but in a task like ours broad lines of distinction
are necessary.

Town categories.

16. A detailed study of the list of dutiable goods with special
reference to their consumption soon led u-
to the conclusion that town and uni
versal categories would be insufficient in themselves and that certain
articles could be more seientifically allocated on the basis of factory
statistics of British India and Indian States. A vast amount of foreign
imports is consumed in factories, and consequently a factory category
must be added to our list. Within this we would group articles
stuch as are chiefly used as general factory stores, reserving vaw
materials proper for the particular type of factory to which they
apply. Many, however, of such gencral factory stores are cousumed
for industrial purposes in coneerns which do not come strictly within
the term ¢ factory ’ and we have consideied it necessary in compaving
the factories of British India with those of Indian States to mahe
some allowance for mines.

Factory category.

17. In order to make a comparison between the factories situated
in British India and States we have taken the figures. published
in the ** Large Tndustrial Establishments in India, 1927 ’’. For
compuling the relative consumption of factory stores which are
common to all factories, the average number of persons employed is
obviously the only basis which ean be adopted. The publication
referred to shows the average number of persons employed daily at
cach factory. The compiler of this publication in his introductory
note says that it includes ¢ all factories which come under the opera-
tion of the Indian Factories Aet........ and also thos: cstablich-
ments in Tndian States which are considered to be of sufficient industrial
importance so far as it has been possible to procure information *’. Tt
is possible that this qualification as regards establishments in Indian
States may affect to some extent the accuracy of our comparison,
but the 1927 compilation will be followed by others and it is hoped
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that any inaceuracy in it will tend to disappear in its successors ; in
any case it is the only publication which is available for our purpose.
To some extent it has been possible to check the figures given in this
publication in the case of one particular State, namecly, Baroda.
The Statistical Abstract of the Baroda State issued in 1929 (Table
No. 100, page 125) shows that for the year 1927-28, 122 factories were
inspected under the Factory Act employing an average number of
hands amocunting to 16,862. The publication {Large Industrial
Establishments in India, 1927) gives 169 factorics for Baroda with
an average number of 18,550 employees. Having regard to the
fact that the difference represents factories which have not been
inspected, which would naturally be minor ones, we consider the
higher fizures in the Government of India publication certainly do
not fail to do justice to the State.

The publication covers the year 1927, and in consequence the
figures contained are not quite up to date. The succeeding years
have not, however, been years of rapid industrial development, and
at any rate as we are concerned with proportions rather than absolute
figures, it is probable that the figures serve our purpose sufficiently
accurately.

18. Mining statistics are unfortunately not available in such
detail, a« the Annual Report of the Chief Inspector of Mines in
India deals only with British India and not with States. A pieture
of the comparative importance of mines in British India and Indian
States can be obtained from ‘¢ Records of the Geological Survey of
India ”’, Volume LXII, Part IIT, 1929, but this confines itself to
output, and makes no mention of the number of hands ecinployed.
1t is necessary accordingly to fall back on Table XVIT, Part IT, Census
of India, 1921, which gives on pages 214 and 215 the numbers em-
ployed in Mines (Order 3) and Quarries of hard rocks (Order 4).
In order to eliminate workers in exeluded States we have had to
consult similar tables in the Bombay, Baroda, Travancors and Cochin
Volumes. The result is {o be found in Table No. 1T which also gives
the perceniage (9 per cent.) which the number of workers emploved
in States bears to the whole, after combining the factory and mining
figures. We propose to adopt this percentage in dealing with
geneval factory stores.

19. Apart from general factory stores, there are certain items
in the taxriff which may be said to be raw material proper for parti-
cular classes of factories, and we have, in consequence, apportioned
the articles on a special basis for each item, such as, raw tobacco,
cotton yarn, silk yarn, explosives for blasting, ete., vide Table No. 1II.
In addition, railway track material and railway vlant and rolling
stock fall into a class by themselves, while foreign liquors require
speefal {reatwment apart from other foreign stores,
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20. To sum up, we have adopted the following categories into
Details of the Cate- which we have divided all the items of the
gories adopted. import tariff :

I. Articles of general or universal consumption (vide Schedule
I of Table No. IV).

11. Intermediate between towns of 10,000 inhabitants and over
and universal (vide Schedule II of Table No. IV).

111, Articles mainly consumed in towns of 10,000 and over,
denoted as class A towns (vide Schedule III of Table
No. 1IV).

1V. Intermediate between the two eclasses of towns (vide
Schedunle IV of Table No. IV).

V. Articles mainly consumed in towns of 20,000 and over,
denoted as class B towns (vide Schedule V of Table No.
Iv).

V1. Articles classed as factory (general) items {wide Schedule
VI of Table No. IV).

VIL. Tniermediate between A class towns and factovies (vide
Schedule VII of Table No. 1V).

VII1. Articles classed under factory (special) sub-divided into
six classes (vide Schedule VIII of Table No. IV),

1X. Ruilway materials (vide Schedule IX of Tabiz No. Iv).

X. Intermediate between railway and factory (vide Schedule
X of Table No. IV).

XI. Ligquors (ride Schedule XI of Table No. V).
XII. Steamers and launches (vide Schedule XTI of Table No. V).

21. We shall deal with each Schedule separately and at the same
time note briefly the reasons for placing particular articles in any
category, where explanations are necessary.

Schedale I—The veasons for placing most of these articles in
this category are fairly obvious. Tt has been necessary to subdivide
two main headings of the tariff Ly removing ‘‘ Nails ”’ from the
heading ““ Iron and steel’’, dutiable at 10 per cent,, and ‘“ Cans
tinmed ’’ from the heading ‘“Tron and steel”’, dutiable at 135 per cent.
Nails and kerosene oil tins find their way so universally throughout
the country that we considered it necessary to place these items in
this schedule. We have also placed in this schedule fire arms, gun-
powder, cte., as being more eommonly required in rural areas than
by the average dweller in towns,

We have also included silver bullion in this schedule. Tt was
imporfed free of duty in 1928-29 but a duty of four annas an ounce
was imposed in the Finance Act of 1930, and account will have to
be taken of it in the future, Presumably silver is attracted primarily
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to the more wealthy districts and there is little doubt that as a whole
British India possesses proportionately more wealth than the States.
On the other hand, silver, whether in the form of jewellery or other-
wise, is used largely for hoarding purposes, particularly in the back-
ward parts of the country where banking facilities are not readily
available. This fact coupled with the more prevalent fashion of dis-
playing silver plate among well-to-do classes in the States
has led us to give more weight to the claim of the States
and to  iuclude silver among the articles of universal eon-
sumption. It is presumed that, if silver is again required for eurrency
purposes, the duty aceruing therefrom will be included under duty
on (Government stores and not in the general account.

Schedule II—We have placed in this schedule a most important
item, viz., sugar. Although it may be said to be an article of univer-
sal consumption, in rural parts where the standard of living is neces-
sarily lower the use of country sugar and especially of ¢‘ gur ’’ must
obviously be more extensive than elsewhere. 1llence we have
excluded it from the nmniversal category and have placed it in one
irtermediate between articles of universal consumption and those
consumed in A Class towns. Other items which we have included
in this category are clocks and watches, glass and glassware, paper,
paste-board and stationery, soap and fireworks. We were at first
inclined to include most of these in the category of A class towns,
but having regard on the one hand to the very large population in
smaller towns, where the use of these articles would be fairly common,
and the equally vast village population on the other, whose use of
these would be comparatively rare, we felt it more reasonable to
accord them a position intermediate between the A class town and
the universal category.

Schedule 1IT.—Here we have grouped articles such as are in
common use in towns, but which are not necessarily confined to
persons who have adopted western standards of dress and living
generally. We have also placed in this schedule certain items such
as brass sheets, copper sheets and other metals which might, at first
sight, appear to belong rather to the general factory schedule. After
full consideration, however, we felt that these commodities are very
largely used by handicraftsmen dwelling in small towns, and in any
case any error due to ignoring the fact that these items are also of
the factory category would be balanced by the equally valid faet that
there are 1lems included in the factory schedule which are also con-
sumed in considerable quantities in small towns.

We "ave included drugs and medicines in this sehedule aud, in
order to do this, have had to split up the main heading ‘‘Chemieals,
drugs and medicines ’’ in the revenue returns. The two classes
were separately recorded up to 1927-28 and presumably a separate
record can again be maintained for them in the future.

‘We bave also included in this schedule 1|7th of the duty colleeted
on pneumatic tyres, as. we find that in the year 1928-29, roughly 1!7th
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of the imports of pneumatic tyres related to bieycles, and bieycles
obviously fall within the category of articles consumed mainly in towns
of 10,000 people and over.

Foreign tea has also been included in this schedule for the
reason that a large quantity of tea is produced in India. Foreign
tea is likely to be uted more in blending and mainly by the upper
classes. In any case the existence of a vast amouni of local tes
justifies the position we have accorded to this item.

8chedule IV.—We have placed in this eategory, intermediate
between Class A and Class B towns, the duty collected under the
head ‘‘ conveyances ’. These are largely motor huses and motor
lorries. Motor buses are now so universal throughout the country,
most services radiating from small as well as big towns that, if it
iiad been possible to separate them from other conveyances, we should
have placed them in Schedule III. But as we have not been able to
scparate the duty between motor buses and other conveyanees, and,
as the latier relate mrainly to larger towns, we feel justified in
classifying conveyances in an intermediate class between the two
types of towns.

Schedule V.—In this category we have placed articles such as
are mainly used by people who have adopted western standords of
living and also items of building materials such as are obviously
consumed 1uainly in the big towns.

We have also included motor cars in this sehedule as the distri-
butien of petrol (see paragraphs 38-39 on petrol excise) suggests this,
especinlly as we have placed motor buses in a more universal cate-
gory. With motor cars we have grouped pnewnatic tyres and
lubricating oil. The use of the latter in factories and of lorries in
connection with factories provides some compensation for not includ-
ing any share of these items with conveyances (motor buses and
lorries).

Schednle VI.—This includes articles which are mainly ecnsumed
in factories omitting such items as are placed in Schedule VJI. This
represents a class intermediate between towns and factories and in-
cludes such items as iron and steel. We felt that in allocating this
item factories must be taken into consideration as well as large
buildings in towns, and that the fairest way of making the distvi-
bution would be to place them in a class intermediate between th:
two. Other articles which for similar reasons, we have placed in
this schedule are ** Hardware, ironmongery, and tools ”* and ‘‘Dyes
and paifits 7’

Kchedule VIIT with its six sub-divisions does not need muech
coiment us it is obvious that the distribution, for instaunce, of raw
tobaceo, must be based on tobaceo factories. In this case we would
mention the fact that one of the largest tobaceo factories in India
% sitnated in the British administered area of Bangalore in the
Mysore State. 'We understand that the surplus revenues of this
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¢ pdministered area ’’ are allocated to the State of Mysore, in which
it is situated, and in consequence we have given credil to the States
for the duty accruing from the raw tobaceo consumed in that factory.
This is consistent with the results which follow from the fact ihat the
population of administered areas has not been ineluded in the Census
in British India and has therefore heen included by n: in Indian
States. The result is to give credit to State for duty accruing frem
consumption in administered areas generally.

The methods by which we have arrived at the percentage in each
case are given in Table No, I1L. In item (¢) ‘‘ Cotton weaving’' we
kave amalgamated the percentage of output of the mills with the
percentage of workers taken from the Census returns, with a view to
allowing for the hand loom industry, which, in Madras at sny rate,
uses a considerable amount of imported yarn.

Schedule IX (Railway Materials) -—Under this is credited the
duty aceruing on railway materials other than those imported by
Government for State Railways which are included under the head
* Government Stores ’. We have ascertained from the Railway
Department that the mileage of railways, from which the duty under
this head acerues, is 5773.46 in Indian States as againsi, 1371).16
in British India. We have apportioned the duty on this basis, Tt
may be avgued that the duty on railway stores consumed on railways
in Indian States over which jurisdiction has been ceded, should not
be credited to the States, but we have been unable in the short time
at our disposal to find out the figures of such railways.

Schedule X mercly deals with coal and coke, which we have
allocated between Railways and Factories.

Schedule XT (Liquors).—We have allocated to B class {owns
anter alia articles which are mainly consumed by IRuropeans and
Indians who have adopted western standards of living. We have not
however included with them the item ‘‘ imported liquors’’ as the
adoption of western standards of living by Indians by no means
necessarily carries with it the habit of imbibing forcign strong
liquors. The percentage for B cluss towns is 14.5, and we suggest
10 per cent. which is somewhat above two-thirds of the former as a
reasonable one for liquors. It should be pointed out that in distri-
buting the total share of the States under this head among individual
States the proportion of the B class town population should he
adopted as the basis and not that of universal population.

Schedule XII includes the comparatjvely small item of steamers
and launches. We have allocated the whole of this to British India
on the ground that it is composed chiefly of craft imported for port
use, and practically all the ports in Indian States levy their own
import duty.
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22. The accounts of 1928-29 show that Ra. 67 lakhs approximately
was paid as duty on  Government
stores. It is obvious that none of
thege articles was consumed in Indian States, and hence this amount
must be deducted from the total available for distribution. The
(uestion arises, however, as to whether some account should not
likewise be taken of the stores imported by States for the pur-
pose of their governments, before attempting a distribution of the
residue on :he basis of relative proportions of population, etc. The
duty ¢n such stores will have found its way into the general revenue
returns, and we have taken the whole of these into considera‘iun in
working out our scheme of distribution. At the same time it should
be stated that the duty recorded under Government stores dces not
represent the whole duty paid by Government. The value of im-
ported stores purchased in India on account of the principal rail-
ways during 1928-29 amounted to nearly 7 crores as against approxi-
mately 10 crores worth of stores imported from ahroad. and the
report of the Indian Stores Department shows also that a considerable
(though not proportionately great) amount of other imported stores
were purchased in India. Further, we have adopted speciai methcds
of distribution of duty in the case of such materials as railway
plant and rolling stock, and factory stores which would constitute
some of the principal classes of stores imported by the Governments
of Indian States. Moreover, the States get the requirements of their
Military Departments free of duty. We therefore consider that on
the whole cur calculations are not vitiated by the absence nf a spe-
cific head for ‘‘ Government Stores ’’ under the States.

Government stores.

23. The figures given in the various schedules relate to the year
1928-29, and show how the customs revenue for that particular year
would have been distributed between the Government of Ipdia and
the Indian States on the basis of our scheme. They will, of course
vary from year to year according to fluctuations in the import irade
and variations in the rates of duty imposed. It will, however, Le
possible to work out similar statements for future ycars, provided
the revenue statistics are altered in certain small particulars. We
have been able to divide certain main headings by consulting the
provineial volumes of the Annual Statements of Sea-borne Trade,
but we have not been able to ascertain precisely the amount of
drawbacks and refunds granted under each subdivided heading. If
our scheme is adopted for the future, it will, in consequence, be neces-
sary to maintain separate figures for these subdivided headings as
regavds buth duty, and refunds and drawbacks. These headings are
indicated in Table No. V.

24, It will be noticed that to each item of drawback we have
Treatment of draw- added 1|7th, because the amount of duty
back of duty. paid in drawback amounts to 7|Sths only
of the duty paid on first import. It is correct to add this 1|7th of
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the drawback as it is obvious that the articles on which the drawback
was paid did not find their way into Indian States. We understand
that the theory underlying the payment of 7|8ths of the duty only
is to compensate Government for expenses incurred in connection
with the original assessment and with the identification of the goods
at the time of reshipment. Thus, the 1|/7th which we have added
represents payment received by Government, and we have according-
ly deducted a corresponding sum from the total expcnditure under
¢ Customs ’ before allocating to the States their share in this expendi-
ture,

25. Ruling Princes enjoying a permanent dynastic salute of
19 guns or over (at present 11 in number)
have the privilege of importing free of
customs duty, articles intended for their personal use or for the
personal use of their families, or for use in their palaces and the
grounds attached thereto. 'The value of these concessions amounted as
follows :—

Courtesy concessions.

Rs.
1927 .. .. 198,000 (roundly)
1928 .. .. 118,000 (roundly)
1929 .. .. 812,000 (roundly)

These figcures do not affect our scheme of distribution which
applies to the actual duty realised by the Government of India.

26. A comparatively small number of articles is included in the

Export Tariff Schedule, and it is not difficult

Export duty. to work out the share of the States on the

basis of production, Their share in the rice and jute crop has been

ascertained from the publications entitled ‘‘ Estimates of Area and

Yield ’ and the ‘¢ Statistical Abstract’’. The year 1927-28 has

had to be taken, as the latest edition of the latter publication is of

that year, and the information contained in the former is insufficient
in itself.

27. For computing the duty on hides and skins the figures pub-
lished in the Livestock Census (1924-25) have been used. These are
admittedly incomplete for the States, and we have only been able
“to supplement them by the figures published in the Statistical
Abstract of Baroda. The majority, however, of the more important
States are included, and indeed, it is probable that the share of the
States in the skin trade is, if anything, over-represented by the figures
we have oblained.

28. All jute mills are situated in British India, and consequently
we have allotted no share in the export duty on jute manufactures to
the States.

29, Table No. VI shows how the percentages have been obtained
and Table No. VII the actual amount of export duty allotted to the
Indian States from the revenue of 1928-29,
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30. The total amount of the customs revenue of India (excluding
Burma) for the year 1928-29, which would, under our scheme, have
been zllocated to the States is shown in Table No. VIIT,

We should, however, mention here that the statistics we have
made use of include also the duty collected at Cochin (compare para-
graph 12). The effect of this will be corrected by the inclusion of
the moiety refunded to Cochin in the expenditure to be apportioned
between the States and British India.

31, We have shown in previous paragraphs how the lack of
statisties led us to work out the scheme which
Defocts of the scheme. .., are submitting and we have indicatesl
above how rough and ready any such scheme must accessarily he.
After presenting the results of the scheme, as worked out for one
particular year, we feel it necessary again to emphasise this point.
The individual States differ so greatly in composition that the wtmost
which we can hope for is that the total figure at which we have
arrived, represents a fair estimate of the amount of import duty
which the States, as a whole, contribute by their consumption of the
articles imported. It iy possible by taking the Census and other sta-
tisties of individual States to divide this sum into separate shares
for each State, but th- sesults so obtained are likely to be less acca-
rale as representing the shares contributed by individua! States.
Still less aceurate is the result likely to be when applied to parti-
cular items in the tariff ; €or instance, a State which is mainly agri-
cultural is likely to import r.ore manufactured articles than have bhecn
allotted to it in our scheme and less than its allotted shars of faec-
tory stores.

32. We received a number of statements from some of the

States in reply to our requests for import

Oomparison of results gtatistics. A few attempted to distinguish

with ~ statistics re-p oo foreign and country goods, but the
celved from States, . . . . .

majority frankly admitted that it was im-

possible to draw this distinction. The statistics were given in varions

ways ; sometimes the quantities of articles were shown and some-

times their value. Again, the commoditiecs were grouped in such a

way as to render impossible a satisfactory comparison between the

States figures and the Government of India revenue statistics.

33. Thus we have not been able to make such use of these sta-
tistics as we should have wished, and where we did attempt a compari-
son between our general scheme of distribution and the claim of a
State as ropresented by the figures supplied, the result was disap-
pointing. For instance, Hyderabad provided us with a statement
compiled from its customs returns and attempted a differentiation
between imported and country goods. The values given represented,
of course, the value of the goods on the borders of Hyderabad State,
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including the customs duty previously paid at British Indian ports.
After deducting the proper amount on this account and calculating
the British Indian duty on the remainder, we arrived at a figure
considerably below the amount that Hyderabad would obtain under
our scheme of general distribution. 'The diserepancy in some items
was distinctly large, notably in sugar, cotton piecegoods and kerosene
oil. Again, in the case of Mysore, our allocation on account of sugar
is too generous as compared with the claim made by the State, where-

as the reverse is the case with the sugar imports of Baroda and
Indore,

34. 'i'hese discrepancies in the case of particular items and even
in the case of the total share of an individual State do not neees-
sarily detract from the value of our scheme, considered as & com-
parison between the States as a whole and British India. An assump-
tion underlying the scheme is that articles of universal consumption
are consumed in all parts of India in quantities proportionate tc the
total population. This may be true of the country ccusidered as a
whole, but not of particular areas in it. Similarly, with laroe towns,
a comparison between two towns of equal population may reveal
large differences of consumption due to diverse habits of living and
climatic considerations, and yet a comparison of all large {owns in
the States with all large towns in British India may well reveal a
seale of consumption proportionate to the total inhabitants of all such
towns in the two areas. The States are not confined to one portion of
the country but are scattered all over, and diversity of habits and
climate arve likely to affect equally the States and British Tndia.

85. While, therefore, the scheme we put forward may not be
accurate when applied to individual States, we feel tolerably sanguine
that the iotal share of the States worked out colleetively by us repre-
sents a fairly approximate estimate of the duty aceruing te Central
Revenues from the consumption of imported articles in tlhe States.
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OHAPTER II1.

Excise Revenue,

36. Our terms of reference assumed that the allocation of customs
and excise revenue would be made on the same basis, but this is
not entirely the case, as Provincial excise is levied on goods such
as drugs and liquors, ihe distribution of which is strictly controlled.
We lave heen able to obtain from Loecal Governmenis and Ad-
ministrations the exact share of their excise revenue whick is obtained
from suvplies made to Indian States. The excise revenue, however,
which acerues to the Central Government from petrol, kerosene oil
and silver can only be allocated in accordance with a schems of distri-
bution as in the case of the customs revenue.

37. The result of our enquiries from Liocal Governments and other
Administrations is to be found in Table
No. IX. The figures obtained are for the
year 1928-29. These figures will, of course, vary from year to year,
differing not only by reason of variations in the amounts consumed
but also on account of changing rateés of duty and changing arrange-
ments of supply. For instance, the Government of Madras has been
introducing a scheme whereby the whole of the excise revenue on
drugs is refunded to the States with the exception of a fixed centag?
charge based on the amount of drugs supplied. Thus, whereas a
considerable sum is shown against the Pudukkottai State for
1928-29, it will be much reduced for subsequent years as the new
arrangement came into force with effect from the 1st of April 1929.
Fresh figures will accordingly have to be obtained each year and the
total figure we have given can only be taken as representative of the
year 1928-29, The figures of exciseable drugs as supplied to us by
the States themselves do not in all cases accord with those stated by
the Loceal Governments. It is clear from the correspondence we have
had on the subjeet with the Government of Bihar and Orissa that ihis
discrepancy is due to the difference between actual consumption and
import by the States in a particular year. It is obvious that where
an adjustment of revenue between the States and British India is
contemplated, the latter figure must be taken. The figure given in
our statement represents the duty which actually accrued in 1928-23
on drugs supplied to States during that year.

38. We have examined some figures of distribution of petrol
Imperial excises— obtained from Oil Companies fur the pur-
(a) Petrol. pose of the Road Development Board, and we

have also received figures of consumption from a large number of
States. The former, which are admittedly approximate, show that in
1928, whereas the total amount distributed represented a consump-
tion of 0.19 gallons per head throughoui all India (excluding Burma),
the consumption ‘per head in Indian States was 0.10 gallons only.
The States figures for 1928-29 which have been, for the most part,

Provincial excises.
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collected for the purpose of our enquiry, and do not represent in
the majority of cases previously recorded customs figures, show a con-
sumption of just under 0.14 gallons per head. These figures are not
complete as they cover a population of just under 45 millions out
of some 69 millions inhabitants. The actual amount available for
consumption during 1928-29, as shown in Table No. X discloses &
total consumption of 0.18 gallons per head throughout India. The
cousumption per head in the States. as worked out from their figures,
varies very considerably from 0.37 in Travancore to 0.0Z in
the Bihar and Orissa States, the Southern Indian iigures
being considerably in excess of Central and Northern India.
We find that tlie areas for which we have not received figures
are mainly those where the incidence of consumption is less than
the average of 0.14 gallons per head, and as such the actual average
for all States should be taken at less than 0.14 gallons per head. In
view of this and the incidence of consumption in States derived
from the Qil Companies figures, viz., 0.10 gallons per head, we should
scarcely be justified in taking a higher figure than 0.12 gallons per
head for the States. The actual amount available for consumption
during 1928-2¢, as shown in Table No. X, discloses a total econsumption
of 0.18 gallons per head throughout India. The proportion of con-
sumption per head between the States and India is thus 2 : 3.

39. We have to include the maritime States in these calculations
as the Travancore published returns do not record any direct im-
port of foreign petrol by sea, nor can we find that the Kathiawar
States import any. This fact is consistent with the small imports
into British India of foreign petrol in 1928-29 (the duty amounted
to Rs. 4,000 only, exeluding Burma). In consequence, in considering
the allocation of the excise duty on petrol, we have taken all the
States, with the exception of Kashmir, to whom a refund of duty is
paid. The percentage of total population of the contributing States
to that of all India excluding Burma, amounts to 22 as against 20 in
our customs computation, and two-thirds of this represents a per-
centage of approximately 15. In view of the small amount of customs
duty involved and the fact that the rate of duty is the same, we
have added this to the excise figure. The result of our distribution
is shown in Table No. X. It may be noted that, although the duty
was raised to 6 annas a gallon in March 1929, the surplus obtained
from the additional 2 annas is earmarked for the Road Development
Board and cannot be treated as excise revenue for purposes of dis-
tribution.

40. The import duty on kerosene has been included in Table
IV—Schedule I. We have not amalgamated
this with the excise duty, as in the case of
petrol, as the amount of foreign kerosene imported is considerable
and the rates of duty differ. We have excluded the maritime States
from any share in the customs duty, but propose to include them in
the distribution of the excise duty, as they import large quantities

(b) Kerosene,



of country oil from Bombay and Karachi, as shown in tn: Annual
Statements of the Maritime Trade of Bombay and Sind. As in the
case of the customs duty on kerosene, we suggest a distribution of
the excise duty on a population basis and hence allot 22 per cent. to
the States (excluding Kashmir State which receives a refund of the
duty levied).

Table No. XI shows the quantity available for consumption in
India (excluding Burma) during the year 1928-29 and the amount
of duty available for distribution. The rate of duty has since been
raised by 50 per cent. and the amount available for distribution on
this basis would have been Rs. 1,05,41,000 in round figures, of which
the share of the States would have been Rs. 23,19,000 approximately.

41. The duty was imposed only in March 1930. Future revenue
should, we suggest, be distributed on &
(¢) Silver. population hasis, vide paragraph 21 of the
customs portion of our report. The bulk of the prodnetion i3 n
Burma, which cxvorted to India in 1928-29, 82,43,476 ounces: duty
on this at the present rate would have amounted to Rs. 20,60,869 ani
tue share of the Stutes at 22 per cent. would have been Rs. 4,555,000,
approximately.



OHAPTER IV

8alt Revenue.

42. We are required to estimate the amount accruing to Centrsl
Revenues from the consumption of taxed salt in Indian States. These
computations are to be made on the assumption that existing salt
agreements are to continue in force. The problem is somewhat
similar to that of customs, except that unlike the latter, where no
actual statisties of distribution are available, the various Administra-
tion Reports do enable us to trace on broad lines the quantities find-
ing their way into various Provinces and groups of States. Corres-
pondence, however, with the Collectors of Salt Revenue has shown
that the statistics available in these documents deal only with direct
issues from the places of manufacture and ignore the effect of further
retail distribution across the boundaries of contiguous territories.
We have accordingly devised a scheme which makes allowance for this
factor.

43. In this chapter we have dealt with both imported salt and
that which is manufactured in India, in order to arrive at a proper
scheme of distribution. This has been possible in view of the fact
that the excise and customs duties are identical in rate. Table No.
XII shows the quantities of salt produced in Madras, Bombay,
Northern India and Sind during the vears 1926-27 to 1925-29, as dis-
tributed over the several arcas which they serve. Thesc figures are
taken from the respective Salt Administration Reports. In this
connection we should mention that we have made due allowance for
salt which the States of Bikaner, Gwalior and Jaisalmer are entitled
to manufacture under their agreements. We have not been able o
ascertain whether each of these States manufactures the full amount
permssible under the agreements, but, for the purposaz of cur cal-
culations, we have assumed that they do so. If, in any ycar, it is
found that they do not manufacture the full quantities, it is only
necessary to make a small readjustment of the difference in the cal-
culations. The statement also includes the quantities of salt imported
by sea. Statistics showing the actual distribution of imported salt
are not available, but we gather that it is mainly consumed in Bengal
and Assam and to a smaller degree in Bihar and Orissa and to a still
smaller degree in the United Provinces. We have made the distri-
bution of imported sall among these three areas in the proportion
in which similar imports have been allocated in the publication en-
titled ‘“ The Systems and Practice of Salt Administration in India .

44. We have thus been able to compute the average quantities
of salt, which found their way into the areas specified in column 1 of
the statement during the years 1926-27 to 1928-29. As stated above,
these figures do not in all cases represent the final distribution of the
salt and it is likely that the amount shown against any particular
area may be more or less than the actual quantity finding its way
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into that area, the excess or deficiency being reflected in the figures
of the neighbouring States or Provinces. We consider, therefore,
that the total of a group of contiguous areas would more accurately
represent the total consumption in the group area. It will thus be
possible to distribute the total consumption in the larger group pro-
portionately between the population of Indian States in that group
and British India. In making this grouping we have been influenced
by the fact that the quantity of salt consumed in the different parts
of India differs according to the habits of the people, and varies
with the dietary ; cf. paragraph 166 of the Report of the Indian
Taxation Enquiry Committee, 1924-25 Volume I. The result of our
investigations also confirms this view.

45. We have, therefore, combined the arcas in column 1 of
Table No. XII into the following main groups:—
(I) Madras, Coorg, Mysore, and Madras Staies (cxeept
Travancore and Cochin).

(LI) Bengal and Assam including Manipur, Bengal States
and Sikkim.

(1IT) Bihar and Orissa including States.
(IV) Sind, Baluchistan, Khairpur and Baluchistan States.

(V) Bombay, Central Provinces and Berar, Baroda (except
Okhamandal and Amreli), Western India States, Bom-
bay States (except Khairpur), Hyderabad and Central
Provinces States.

(VI) United Provinces, the Punjab, North-West Frontier
Province, Ajmer-Merwara, Delhi Provinee, United Pro-
vinces States, Rajputana, Central India, Gwalior,
Punjab States and Kashmir.

46. The total quantity of salt consumed in each of these groups
has been apportioned in Table No. XIII between the States and
British India in that group according to the relative populations, with
this modification that in the case of group (V) we have excluded
the population of Kathiawar States, the Baroda Districts of Okha-
mandal and Amreli and Cuteh, as they depend mostly on local
manufacture. Dut, as the Kathiawar States are found to import
a small quantity, credit has been given for the exact amount stated
in the Bombay Salt Administration Reports. Travancore and
Cochin have been omitted, as all the salt imported by them is free of
duty. o Ao

We have excluded Burma from our computations for the same
reasons as in the case of Customs.

47. In this connection it may be mentioned that the amount of
salt consumed per head in the various groups is worked out by us to
be as follows :—

(1) Madras, Mysore, etec., group 20.32 lbs.
(2) Bengal, Assam, group 12.59 Ilbs.
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(3) Bihar and Orissa, group, 11.20 lbs.
(4) Sind, Baluchistan group, 10.19 lbs.
(5) Bombay, Central Provinces, Hyderabad group, 13.31 lbs.

(6) United Provinces, Punjab, Rajputana and Central India
group, 10.99 lbs.

These figures compare reasonably well with those stated in para-
graph 166 of the Taxation Enquiry Committee’s Report, although
we realise that our figures are apt to be slightly higher in view of the
fact that we are working on the Census of 1921-22 and the total con-
sumption of 1926-27 to 1928-29. At the same time we feel that
our grouping together of contiguous areas would give more accurate
results, as already explained. The fact that we are dealing with the
Census of 1921, and the total consumption of a later period should
not affect materially our calculations of the share of consumption of
the States, as they are based on relative proportions of the popula-
tions. The gross amount of salt supplied to Indian States (exclud-
ing Travancore and Cochin) through the agency of the Government
of India Salt and Customs Departments during the years 1926-27
to 1928-29 has been worked out to be* 94,50,000 maunds per annum.

48. Under their agreements some States are entitled to definite

Treatment of conces- quantities of salt
sional supplies.

(1) free of duty, or
(2) free both of price and duty, or
(8) at concessional prices and half free of duty.

In arriving, therefore, at the quantity of salt on which duty has
been paid by States, due account has to be taken of the amount of
salt on which no duty or only half duty is paid. We have compiled
a list of these concessions tnter alie in Table No. XIV from which
it will be seen that the total quantity of salt to be provided duty
free per annum is 3,09,855 maunds (half duty free salt has been
reduced to terms of full duty free salt by taking only half the quan-
tity of the former). In actual working, a State may not be supplied
with the full amount of duty free salt to which it is entitled in any
particular year, but the deficiency is made good in a subsequent year.
It is, therefore, sufficient for our purposes to take the actual quan-
tities to which the States are entitled. Deducting this and the quan-
tity of salt manufactured by the States themselves, from the grosy
consumption, we arrive at the amount of salt on which duty has been
paid by the States. This quantity for the period in question was
91,40.14> maunds per annum.

* (3ross amount consumed .. .. .. 95,49,000
Less production by States .. . 99,000

94,50,000
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49. We find that in the case of certain States which were ea-
Treatment of duty titled under their original agreements to
g?e g:g:lie:omx:ti:: stipmiated quantities of salt free of duty,
into cash payments. subsequent agreements have been entered
into, under which such free supplies have been commuted into fixed
cash payments. We feel that in these cases the States are not entitled
to be credited again with the duty on that amount of salt in respect
of which compensations have already been paid ; in other words,
that they are entitled to credit only on the amount of duty paid salt
consumed over and abové the amounts for which compensations have
already been paid. The total quantity which should thus be deducted
from the quantity specified in paragraph 48 is 2,44,000 mannds and
after taking this into consideration the net amount of salt on which
duty should be credited to the States amounts to 88,96,145 maunds.
At the current rate of duty which has been in force since 1924, the
credit to the States under this head amounts to Rs. 1,11,20,000.

50. Although the scheme may be in some respects rough and
ready, we feel that we can claim for it a higher degree of accuracy
than in the case of Customs, as we have been able to ascertain the
broad lines of distribution, and by dividing the country into groups
to assess with reasonable aceuracy the total quantity consumed in each
group. In the application of this scheme to individual States the
same degree of accuracy is not likely to be attained and in conse-
quence we doubt whether the scheme can be applied with complecte
satisfaction to the claim of any individual State.
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CHAPTER V.
Tributes.

51. We have been asked to compile a detailed statement of all
payments under the head ¢ Tributes ’ in so far as they are available
to the Government of India for general expenditure, payments car-
marked for special or local purposes particularly beneficial to the
States concerned being separately listed. The required figures will
be found in Table No. XV. They are based on such information as
was readily available from the records of the Government of India.
Statement A of the Table embodies Tributes which are available to the
Government of India for general expenditure and statement B those
tributes which are received for special or loeal purposes.

52. We have indicated in the ‘ Remarks ’ column of Statement
A as far as information was readily available, whether a particular

payment is for
(a) the price of protection,
(b) maintenance of troops,
(¢) commutation for maintenance of troops,
(d) quit rent for land, and land revenue.

53. In the case of Statement B the nature of the specific object
or service for which the tribute is paid has also been indicated.
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OHAPTER VI.
Expenditure incurred by 8tates on their Armies.

54. We are asked to ascertain the actual cost of units maintained
under the Reorganization scheme including a fair amount for over-
head charges on account of the staff, maintenance of barracks, ete.
We are also asked to make separate lists for :—

(a) Units which are expected to be at the disposal of the
Imperial Government for external defence, and

(h) Units earmarked for internal seeurity.

Further, we are asked to collect separate figures showing the total
Army expenditure of all States.

55. The view taken by the Army Authorities of the Government
of India as to the impossibility of differentiation between the ex-
penditure of the Government of India for purposes of external
defenee and for purposes of internal sceurity (wid~ paragraph 96)
renders a similar distinction unnecessary in the case of States Forees,
and indeed the Army Authorities have themselves suggested that we
should instead ascertain the total effective military expenditure of
the States.

56. In reply to the enguniries which we made on the basis of cur
terms of reference, the Military Adviser-in-Chief provided us with a
statement showing the expenditure incurred by States on the various
units included under the Reorganization scheme, differcntiating
between :—

(a) Units earmarked for serviee,

(b) Units that are for loan to Government but not yet ear-
marked,

(¢) those for internal security.

He pointed out, however, that it was doubtful whether the figurcs
supplied included all the items of expenditure which we required ;
such as expenditure in connection with the construction and upkecp
of barracks, ete. ITe suggested that we should apply direet to the
States on the subject. We adopted this suggestion and the result is
shown in Table No. XVI. We have taken the figures in each case to
the nearest thousand rupecs.

The expenditure has been divided under two heads :—

(1) Indian States Forces,
(2) other military expenditure.

The former heading has not been sub-divided into the two categories
of internal security and external defence, partly because such a dis-
tinetion is now unnecessary, and partly because separate figures
have not been given by all States. We should mention here that
where the States have given a’lump figure for overhead charges, we
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have divided it pro rata between the ‘‘ States Forces ’’ and other
Army expenditure, and, where the capital cost of barracks has been
separately shown and the recurring charges on their account have
not been merged in the overhead charges, we have calculated the
annual charge at 6 per cent. on the capital cost. We have deduced
the total expenditure under Indian States Forces to be Rs. 2,38,71,000
as against Rs. 2,09, 38,000 in the Statement supplied by the Military
Adviser-in-Chief. This diserepancy of Rs. 29,33,000 is in the main
accounted for by the inclusion of overhead charges, ete., in the figures
supplied by States and may be considered to be reasonable.

57. The expenditure under the head ‘‘ States Forces ’ may be
considered to be ¢ effective ’’ military expenditure as deseribed by
the Army authorities but it is doubtful whether all the ‘* other mili-
tary expenditure ’’ ecan be so regarded. Most of the States which
maintain armies have joined the Reorganization Scheme, some of the
principal exceptions being Baroda, Travancore, Cochin, and Kolha-
pur. It is only in the case of these principal States that a consider-
able proportion of their military expenditure could probably be
classed as effective, but we are not in a position to say what this pro-
portion is as we are not aware of the composition or the standard of
efficiency of their troops. Again, certain States which wholly or
partially have come under the Reorganization Scheme have also
claimed to incur certain other military expenditure. Iere also we
are unable to say whether any part of such expenditure is to be
regarded as ‘‘ effective ’’ military expenditure and how far it really
should be excluded as being incurred on ‘‘ Armed Police ’, ‘‘ State
Band ’’ and so on. The time at our disposal has not been snufficient
to make a further investigation into this point, which would have
involved us in lengthy correspondence with the States. We have,
however, been able to exercise some check by means of the ¢‘ Return
of Military Forces, Aircraft, ete., in Indian States >’ which is main-
tained in the Political Department, and to eliminate the expenditure
given by the following States, which are shown in that Return as
possessing no regular troops, but only armed poliée.

Cambay, Umetha,
Janjira, Jambughoda,
Sant, Akalkot.
Bhadarwa,

It is however almost certain that in the case of other States also,
expenditure on armed police, State Band, ete., has been included, but
we are not in a position to check this and hence cannot say definitely
whether the amount under the heading ‘‘ Other military expendi-
ture '’ is entirely spent on ‘‘ effective '’ troops or otherwise.



CHAPTER VII.
Imperial Burdens.

a8. In this chapter we have dealt with items of Central expeundi-
ture classified as Imperial Burdens. We
were supplied with a provisional list of the
items, and were required to collect figures showing the average annual
expenditure of the Government of India in respect of each item,
based as far as possible on the actual available figures for three years
and the revised and budget estimates of the remaining two. We
have indicated in the body of this chapter where we have taken the
figures of a shorter period for special reasons.

(Beneral remarks.

59. Although we are required under our instructions merely to
collect the figures of expenditure under the lmperial Burdens, we
have collected and stated such other facts as may be useful when the
titae comes for the actual apportionment of ¢ Imperial Burdens’,
between States and British India. We feel that by so doing, we have
made it unnecessary for the authorities to cover again some of the
same ground and thereby have saved some duplication of work.

1

High Commissioner for India.

60. The expenditure on agency services performed by the High
Commissioner for India falls under the following three main heads :—

(@) Education Department,
(b) Trade Department, and
(¢) General utility services.

The expenditure under these heads as worked out by the High Comn-
missioner on the basis of actuals of 1929-30, is as follows :—

(a) Education Department .. £15401 or Rs. 2,05,350.
(b) Trade Department .. £17,964 or Rs. 2,39,520,
(¢) General utility services .. £11,690 or Rs. 1,55,870.

These figures are inclusive of an addition for pensionary charges.

61. As regards (@), t.., the Education Department, the share
of the cost on account of students from Indian States, worked
out on the basis of three years average of passports issued to such
students, amounted to £531 or Rs. 7,080 for 1929-30. In calculat-
ing this figure, students from the Hyderabad State have been excluded
as His Exalted Highness the Nizam’s Government have their own
Educational Agent in England.

62. As regards (b), f.e., the Trade Department, the Secretary to
the High Commissioner has pointed out that ‘‘ the number of en-
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quiries on behalf of Indian States on which actiop has b.een take_n.is
very small, and would be infinitesimal in comparison wnth. enquiries
from or about British India ’. He adds, however, that ‘‘ it nst be
borne in mind that it is India’s export trade that is the centre of
interest and that whereas exporters are chiefly located in British
India, their activities as purchasers of exportable goods cover the
whole of India, including Indian States, and that in that sense the
Indiav States share the benefit of enquiries relative 1o exporters in
Lritish India’’. He has suggested that a rough cstimate might be
made of the extent to which the Indian States benefit by the activities
of the Department by reference to some such criteria as relative popu-
lations, relative cultivable areas and possibly relative forestry and
mineral wealth. We have adopted this suggestion but have carried it
somewhat nearer to the export trade by taking the more important
of India’s exports as recorded in the Review of I'rade ior the year
1928-2Y, and have estimated the probable share of the Indian States
iu this trade by taking the yield of erops and the output of factories
in Indian States as compared with India as a whole. e reproduce
these figures in Table No. XVII. The details indicating how tihe
share of the States has been arrived at are shown in Table No. XVIIL
It will be seen that the particular items of export dealt with account
for Rs. 285 crores out of a tota' cxport trade of 330 crores in 1928-29,
80 that they represent a very fair picture of the export trade of India.
This statement shows that the share of the States in the commodities
considered amounts to 14 per cent. of the whole. We should, however,
add that we have assumed, for instance, that the raw cotton exported
arrives in the ports from British India and the Indian States pro-
portionately to the yield of the cotton erop in the respective areas,
and that the hides and skins exported come from the two areas in pro-
portion to the total number of cattle in them. We have based our
suggestions for the allocation of a share in the export duty on rice,
jute snd hides and skins on similar data and it is obvious that the same
basis must be adopted in both cases.

65. As regards (c), i.c., general utility services, it may be stated
that most of the advantages which acerue to British India from the
general utility services of the High Commissioner’s office in London
are open to Indian States, These are as follows :—

1) Seicuring facilities for officers on deputation or study
eave,

(2) relief and repatriation of destitute Indians,

(3) issue of special nationality certificates for 1ndian seamen,

(4) arrangements in conncetion with the issue of British pass-
ports,
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() purchase of books and periodicals under specigl terms,
and

(6) library, reading room and other facilities ut the India
House.

The High Commissioner for India has suggested that some portion
of the expenditure under this head may be regarded as being special
to hie representative position on behalf of British India and should
therefore be excluded before any distribution is made. We are
unable to suggest what this figure should be, as we have not had
adequate time for a further reference to the lligh Commissioner.

I
The Agent of the Government of India in South Africa.
64. The average annual expenditure incurred by the Goveinment
of India in connection with this Agency is estimated to be Rs. 1,41.600,
This figure is made up as follows :—
Rs.
(1) Average cost of South African Agency .. 1,08,000
(2) Share of Secretariat charges, i.e., a proportion
of the cost of the Department of Kducation,
Health and Lands .. . 12,170

(This is worked out on the basis that 1]12th of the

Joint Secretary’s time and 1|9th of th» Addi-

tional Deputy Secretary’s time are spent on

South Africa. Allowance has also been made

for office establishment engaged on Lmigra-

tion work.)
(3) Speecial Officer for South African repatriates in

Madras . 13,000
(4) Leave and penslonary charges of estdolmhmont

in India, i.e., one-third of items (2) and (3)

ahove .. .. . .. 8,389
For rounding .. .. ‘e .. 41
Total .. 1,41,600

65. Figures showing the exact number of Indian State subjects
in South Africa are not available, but it is estimated that in the Cape
Province and Transvaal the proportion of such subjects to the
total resident Indian population is one-third ‘and that in the Union
of South Africa as a whole it would not exceed ong-fourth.

We may add that we understand that the Special (ificer for
South African repatriates does not do the same amount of work for
Indian State repatriates as for British Indian repatriates in the matter

of finding employment in India.
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m
© Port Quarantine Measures,

66. This expendityre is of vital benefit to the whole of India
ineluding the Indian States, as it is incurred on the prevention of the
introduection into India of epidemic diseases. Ailter taking into
ageount veeoveries and contributions from various Port Trusts and
Shipping Companies, the net average annual cxpenditure on this
account, agyregates Rs. 1,47,182 to which should be added a sum of
Rs. 14,055 on account of pensionary charges, makinz a total of
Rs. 1,61,200 per annum roundly.

Iv
Central Agricultural and Veterinary Research,

67. (i) The Imperial Council of Agricultural Researeh.—The
Imperial Council of Agricultural Research was instituted in June
1929 as a resuit of the recommendations of the Royal Commission on
Agriculture in India, for the purpose of :—

(a) the promotion, guidance and co-ordination of agricultural
and veterinary research throughout India,

(b) the training of research workers under 2 scheme of research
scholarships or in other ways,

(¢) the collection and dissemination of information in regard
not only to research but to agricultural and veterinary
1natters generally, and

(4 the publication of scientific papers, ete

68. The Royal Commission recommended thar, to enable the
Council to embark upon a programme of ordered advance, a lump
grant should be made to the Counecil of Rs. 50 lakhs which would con-
stitute a rescarch fund and to which additions should be made from
time to time as financial conditions permitted. Under the scheme ae
finally sgnctioned the Council have so far recelved the {ollowing

grapts :—
(a) Administration grant (i.e., for the cost of the stait of the
Couneijl)—
Re.
1929-30 recurring .. .. .. 1,40,000
1930-31 recurring .. .. 255,000
(b) Research grant (non- lapsmg)——
Rs.
1229-30 Lump-grant for research .. .. 15,00,000
1930-31 Lump-sum non-recurring grant for sugar
cultivation . .. 10,00,000
1980-31 recurring annual grant for research .. 5,00,000

30,00,000
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The recurring administrative grant is for the secretariat of the
Council and as it came into existence in June 1929 the figure for that
year does not represent a correct picture of the future. An average
of Rs. 2,735,000 is considered to be nearer the mark.

As regards rescarch grants, they arc non-lapsing and for our
purpose it would be better to take an average for a period of say six
years. The Council’s assets during such a period are likely to be
Rs. 60,00,000 as shown below :—

Rs.
(1) Grants already received . .. 30,00,000
(2) Balance of lump grant of Rs. 25,00,000 (para-
graph 7 of the Resolution by the Department
of Education, Iealth and Lands, dated 23rd
May 1930) . .. .. .. 10,00,000
(3) Recurring annual grant of Rs. 5,00,000 for 4
years . . . 20,00,000
60.,00,000

After adding fo this the cost of administration of the Council, viz.,
Rs. 2,75,000 per annum and an allowance of Rs, 19,500 for the pen-
sionary liability on account of the staff we arrive at Rs. 12,94.500 per
annum as the average cost of the Imperial Couneil of Agrieultural
Rescarch and its activities.

69. No regular contributions are at present made by Indian
States towards the cost of the Imperial Council of Agricultural Re-
search. ITis BExalted Ilighness the Nizam’s Government alone have
given a donation of Rs. 2 lakhs in return for which they have been
given vepresentation on the Council and are entitled to apply to the
Couneil for grants for research schemes, in the same way as the Pro-
vinees in British India.

(ii) The Imperial Institute of Agricullural Research at Pusa and
its sub-stations.

70. This Tustitute is ful'y equibhped with laboratories, a museum,
herbavia and an up-to-date scientific library. The activities of the
Tnstitute are mainly directed towards research, experiment and educa-
tion.  As regards research, the Institute deals as a rule with problems
of gencral or all-India importance, or with problems which cannot



36

be studied properly or conveniently by Provincial Governments. On
tbe edueaiion side, it serves the purpose of a higher teaching insti-
tutiou, providing post-graduate vourses for seiected and distinguished
graduates of Indian Universilies. With a view 1o obviating the
neceasity of students going to foreign lands for still higher agrieul-
tural teaching, specialised courses were started in 1923 with the
ohjeet of training students in methods of research and fitting them
for appoiutment to the superior posts in the Serviece. The lnstitute
publishes in the form of scientific reports, the results of the research
work earried out by memvers of the staff or by research workers.
The Institute performs another very important funetion in so far as

it supplies information and advice on agricultural topics to all who
care to ask for it.

The net average annnal expenditure incurred on this Imstitute
including pensionary charges in respeet of the staff, amounts to
Re. 11,61,000.

(iii) The Imperial Institute of Veterinary Research at Muktesar and
its sub-station Izatnagar,

71. The original object of this Tnstitute was to investigate the
diseases of domesticated animals and to ascertain, as far as possible,
hy biological research, the means of preventing and curing such
diseases. It has since developed into an extensive institution in which
sera and vaceines are manufactured move or less on a large scale for
supplies to Local Governments and to Indian States. 'The activities
of the Instituie also conxist of researech in devising suitable remedies
for discases of animals which still require investigation, in standardisa-
Lion of dnses and experiments, and in new methods of moeulation, ete.
The edueational activities of the TInstitute consist in imparting post-
graduate instruetion and practical training to veterinary officers and
subordinates deputed by Local Governments and Indian States.

72. Under existing arrangements the whole cost of this Institute
is more than counterbalanced by receipts from the sale of sera and
vaceines. The Government of India have, however, under con-
sideration the recommendation of the Royal Commission on Agricul-
ture o the effect that the cost of research and of manufacture at
Multesar (including Izatnagar) should be separated, tha former being
borne by Central revenues, If this recommendation is accepted all
the charges of veterinary research will become an Imperial burden
while the expenditure on the manufacture of sera and vaccines will be
met from charges for their supply at cost price. It is not possible
to foresee at this stage what those veterinary research charges will

exactly be. It is, however, anticipated that they will be in the neigh-
bourhood of Rs 3 lakhs per annum.
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No coutributions are received from Indian States towards elther
of the two Institutes mentioned above.

V.
Oentral Medical Research,

(%) Indian Research Fund Association.

73. The Indian Research Fund Association has been established
for the nrosccution and assistance of research, the propagation of
knowledge and experimental measures generally in conmection with
the causation, mode of spread and prevention of diseases. 'The work
carried out by the Association is thus beneficial to the whole of India
including the States.

74. Towards the cost of this Association the Government of India
contributss a sum of Rs. 7,50,000 annually. No regular contributions
are made by Indian States.

(41) Central Research Institute, Kasauii.

75. The Central Research Institute at Kasauli is the medlieal
rescarch laboratory of the Government of India. Its functions are of
an all-India character. It is the headquarters for basiz research, en-
gniries in the field and other medical research activities connected
with the Government of India and is very closely linked -vith the Indian
Research Fund Association. It maintains a publication office for
the Indian Journal of Medical Research and Indian Research Memoirs,
a special library for the assistance of Indian Research Fund Associa-
tion workers in the field and a stores at the Institute. [t is also the
sonree of manufacture of various vaecines and of anti-venomous
sernm in India.

76. The average annual expenditure on the Institute (ineluding
a percentage for pensionary liabilities on account of establishment
employed) amounts roundly to Rs. 2,38,000. No regular contribu-
tions are received from Indian States towards this expenditure.

(i1t) Pasteur Institute of India, Kasuuli.

77. The Pasteur Institute, Kasauli, was opened in 1901 and was fog
mauy years the only institution for anti-rabic treatment and research
in India. Though similar institutes have since been eslablished in
other parts of Tndia, viz. :—at Coonoor, Shillong and Rangoon, the
Kasauli Iustitute is the only one of its kind in Northern India and
serves the whole of the Punjab, the North West Frontier Provinee,
the United Provinces, Delhi, Central India and Rajputana and the
adjacent Indian States, besides receiving patients fromn other parts of
the country. :

78. For the period of five years ending 1929 the average humber
of patients treated at this Institiite totalled 8,471 per annum. Of this
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nuimber 1,673, .., nearly one-fourth, represent patients from Indian
States.

79. The Government of India makes an annual contribution to
this Institution of Rs. 17,700 besides occasional non-recurring contri-
butions (e.g., Rs. 1,64,500 in 1929-30). Contributions from Indian
States arc very fluctuating, e.g., in 1928-29 these amounted to Rs.
2,325 while in 1929-30 they were only Rs. 950.

VI
*he Lady Hardinge Medical College and Hospital, New Delhi.

80. The Lady Hardinge Medical College serves ax a traicing
college for medical women all over India ineluding Indian States.®

81. The annual eontribution made by the Government of India
to this College is Rs. 3,14,500, in addition to which non-recurring
grants are also made when neecessary. Apart from non-recurring
donations given in the past by Indian States towards this Institution,
the following recurring grants are received from some of the States
namely :—

Kaskmir . .. Rs. 3,600 per annum.

Hyderabad .. Rs. 6,000 per annum.

Patiala .. .. Rs. *3,500 per annum.

*aridkot .. .. Rs. 1,500 per annum.

Kapurthala .. .. Rs. 500 per annum.
Total .. Ps. 15,000

Recurring grants of Rs. 30,000 and Rs. 4,000 per annumn arc also
made by the (lovernments of the Punjab and of Bihar and Ovissa.

82. During the last five years 98 students were admitted into the
college from British India and 18 from Indian States.

83. We consider it however, relevant to add that in 1912 Lady
Hardinge sccured promises of Rs. 15 lakhs from the leading Ruling
Princes and Nobles for the building of the Clollege, with its associated
hospital, and a training school for nurses, and the sum was subseribed
on the eondition inter alia that the Government of Indiw would under-
take all recurring charges after allowing for the income f{rom endow-
ments.

vn.
The Forest Institute and College at Dehra Dun,
84. The Forest Rescarch Tnstitute at Dehra Dun includes aiso

the Forest College where students from all over India, including
Indian States, receive training in forestry.

*This paytent is conditional on two State nominees being providec
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85. The net average annual expenditure incurred by the Govern-
ment of India on the Forest Research Institute and the College, based
on the actuals of 1926-27 to 1928-29, is estimated to he Rs. §,16,200.
Adding to thic an allowance of Rs. 85,300 to cover pensionary liubili-
ties, the toral net expenditure is Rs, 9,01,500. It has not been possi-
ble to apportion this expenditure between the Forest Resenrch Insti-
tute and the College in view of the existence of a number of factors
common to both. For instance, certain members of the Institute,
r.g., the Biochemist, Entomologist, Botanist, Silviculturist and the
Kconomist have to carry out certain duties in the College also. In
view of this the expenditure on the two institutions is shown above
as a lump sum.

+ 86. We have been furnished with a number of statemenis by the
Inspector (iencial of Forests, which show that a considerable amount
ot assistanee has been given to Indian States by the varivus branches
of the Forest Research Institute by way of advice and the supply of
useful information and statisties in various spheres. Speaking gen-
crally, the Institute has been of consiaerable benefit to the States in
the development of their forests and in other directions of economie
importance. In this respect Indian States are in the same posi-
rion as provinces in British India. Tt is, however, not possible to
estimate in tcrms of money the value of the benefits thus derived by
the States from the Institute.

87. As regards the Forest College we have ascertained ‘hat the
aversge pumher of students deputed by Indian States for training
during the years 1926-27 to 1928-29 was exactly half of the total
average mummber of students. Fees are doubtless recovered from all
students, but these do not cover the cost actually incurred by the
(overnment on their training.

VIIL
Agency Services in Ceylon and Malaya.

88. We find that the income realised from emigration fees levied
under 1Le Indian Emigration Aet is more than sufficient to cover the
expenditure on these Agencies and that ineurred at the ports of
Madras, Dombay and Calcutta in "this connection. Emigrants
frem Indian States pay their share of the fees. We, therefore, con-
sider it unnecessary to note the figures of receipts and expenditure
uunder these two heads.

IX.
Meteorology.

89. The Tndian Meteorological Department was instituted im
1875 to combine and extend the work of thc varions provineial
meteorological services which had sprung up before that date. The
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main existing functions, more or less in the historical order in which
they were assumed, may be briefly summarised as follows :—-

(¢) The issue of warnings to ports and coastal districts of the
approach of disastrous storms. Sinee the iutroduction of
wireless telegraphy this has been extended to include the
issue of storm warnings to ships in Indian seas.

(b) The maintenance of systematic records of meteorological
data and the publication of climatological statistics. These
were originally undertaken in order to furnish data for
the investigation of the relation between weather and
Qisease,

(¢) The issue to the public of up-to-date weather reports and
of rainfall forecasts. These duties were originally re-
commended by a Committec of Enquiry into the causes ot
fumine in India.

(d) Meteorological researches of a general character, but par-
ticularly regarding tropical storms and the forecasting of
monsoon and winter rainfall.

(e) 'The issue of seasonal rainfall forecasts.

(f) The issue of telegraphic warnings of heavy rainfall by
special telegrams to district officers on departmental warn-
ing lists (c.g., canal and railway engincers), and by means
of the ordinary daily weather telegram, to the publie in
general.

(9} Supply of meteorological, astronomical and gcophysical in-
formation in response to enquiries from officials, commer-
cial firms or private individuals.

(&) Technical supervision of rainfall registration carried out

under the eontrol of Provincial Governments and State
eathorities.

(i) The study of temperature and moisture conditions in the
upper air by means of instrument—earrying balloons, and
of upper winds by pilot halloons.

(j) The issue of weather reports and warnings to aircraft.
(k) Special investigations at the Airship base, Kurachi.

In addition to these meteorological duties the Indian Meteorological

Depariment was from time to time made responsible for various other
important duties, such as—

(I) The determination of time in India and the issue of time-
signals, and also the determination of errors of chrono-

meters for the Royal Indian Marine and the Royal
Navy.

(m) Observations and researches on terrestriai magnetism at
Bombay.
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(n) Regular study (mainly by spectroscopic examination) of
the sun at the Solar Physics Observatory at Kodaikanal.

(0) Maintenance of wseismological instruments at various
eentres,

90. The net total annual expenditure on Meteorology in India,
including a suitable addition on account of pensionary liabilities,
is Rs. 19,10,000. This, however, includes the cost of meteorologi-
cal work done for civil aviation purposes. We understand that it
is nat possible to ascertain the proportionate expendilure on
meteorological serviees for civil aviation, but on the basis of the
net expenditure, wviz. :—Rs. 8,98,000. on Meteorology for the year
1926-27, up to which no work was done for civil aviation, the ex-
penditure for the latter purposes may be estimated at Rs. 10,12,000.

91. We understand that it is not ‘practicable to assess the
exact cost of the portion of the Meteorological Depariment which
considers, tabulates and co-ordinates the statistics received from
the various States and British Indian observatories. We have
thercfore taken account of the facet that Indian States render
assistance in varying degrees in the general interests of Meleoro-
logy. We append a statement (Table No. XIX) which estimates
roughly the value of the services rendered by them at Rs. 74,400,
Credit to the States will have to pe given for this after the
charges indiecated in paragraph 90 above and the value of services
rendered by the States are distributed between British India and
the States in any manner which may be decided upon.

X.
Railway Board.
Y2. The average annual expenditure on this account aggregates
Rs. 15,75,000 inclusive of pensionary liabilities.

XI.
Net loss incurred on strategic railways.
93. The average net loss ineurred on strategic railways
amounts to Rs. 1,73,05,000. We are taking this into account sepa-
rately under Military Expenditure.

XII.
Army, Marine and Military Works. _
94. The net average annual expenditure on this aesount

aggregates Rs. 55,06,28,281 as follows :—
Rs

Army . . .. 50,39,38,757
Marine .. .. .. 63,38,632
Military Engineer Services .. 396,72,045 )

Transfers to Military Reserve Funds 6,78,947
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It is not possible to estimate at this stage what the level of
expenditure will be on the termination of the present contract
budget with the Army Department. It is, however, hoped that
such expenditure will be in the neighbourhood of Rs. 52,50,00,000.
Over and above this expenditure a net average loss of
Rs. 1,73,05,000 per annum is incurred on strategic railways. The
tutal miitary expenditure including this loss thus amounts to
Rs. 56,79.33,281. Of this a sum of Rs. 1,20,00,000 is approxiinately
estimated to relatr to military expenditure in Burma. The latter
aoes not include expenditure in respect of the Royal Indian Marine,
a$ no such expenditure is incurred in Burma.

95. As regards the functions of the Royal Indian Marine, it may
be mentioned that it undertakes :—

(2) the defence of Indian coasts, harbours and ports and the
protection of trade in Indian waters, and

t{i) the marine survey of the coasts of India, including the
ports.

When survey or other work is undertaken by the Marine Depart-
ment solcly for the benefit of quasi-government bodies or Indian
States, the luiter are required to pay the costs involved. Similarly
Loocal Governments pay for work undertaken at their request when
it 18 conspweriously of local interest.

96. We¢ are required, under our terms of reference, to obtain
figures classifying separately expenditure on (a) external defence
and (b) internal security. We understand, however, from the
Army authorities that it is impossible to do this. They consider
that it is impossible to differentiate in military expenditure in India,
between expenditure for purposes of external defence and for pur-
poses of internal security. The division of the garrison in India be-
tween external defence troops and internal security troops represents
the allocation in an order of battle which would come into operation in
the event of an external war when general mobilization is ordered.
Apart from the fact that internal security troops would be required
in the interests of States and not only for British India, they
consider that they would also be necessary for the purpose of guard-
ing the lines of communication of the field army.

97. The question of dividing the military expenditure has
presumably been raised for the purpose of determining from what
portion of the total expenditure the States should be exempted.
As it is impossible to differentiate between expenditure under the
two heads, it has been suggested to us that the proper share of the
States could be assessed by adding together the total military ex-
penditure of British India and the total ‘‘ effective ’’ military ex-
penditure incurred by the States, and dividing the whole between the
two in whatever ratio may be decided upon, whether this be on a popu-
lation or a revenue basis. This suggestion renders it necessary for
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us to work out the ‘‘ Effective’® military expenditure of the
States, and we have dealt with this problem elsewhere under the
‘¢ Credit ”’ side of our Report.

XIII.

The Standing Committee of the Chamber of Princes and the
Chamber.

98. The following expenditure is incurred by the Government
of India in connection with the Standing Committee of the Chamber
of Princes and the Chamber :—

Rs.
(a) Printing, postage and other
miscellaneous expenditure .. 3,000

(b) Maintenance of the Chamber of
Princes’ building .. .. 20,500

(Thi