
, R ~ port of 

Thy Indian Fiscal Commission 
The Indian Fiscal Cowmi~sion was appointed by tb.· G" vt. of Ind ia in 

October IU21 In acrnrdance with tbe recmnmt'nclations of a Committ<>e of the 
old Imp.)rial Lt>gi~lati ve UuuuciJ on Imperial Preference (lut of whose clflib!,Tt· 
tiona the question 01 FIscal Autollomy of ludia m.tiuly arOie. The membcre 
pf the Commissi'on Wll rl! :-Sir lbrau im Itahlmtoola, Preaidtlnt, ancl ~r , J , M. 
Keynes, O. B. of Oxflll.I, Mr. T. V. St!6bAglri Ayyar of abclras, Prof. J. O. 
l:oyajee, Si r M. S, Dadabhny, tltr Edgar Holberton of tbe Burma Chamber of 
pO ll\mCl ('e, Idir Montagu W~bb of Karacb l, Mr. G. W. Rbodes of Mess,. Hoara, 
Miller .It 0 0, Mr , 11. . A. Mant ot tbe Govt. of India, and MPFSrs Jamnada8 
DwarkAd 8, Gb;UitibyamJa . Biria and NaroHam MI,r/niee, as members. About 
tbl~ time a vapid agItation of tbe Sydcnham gang in Engl:t.nd was 8tirring up 
I;.ancasb ire to fight tbe tenneney on the part of Mr , Monfagu, at that ~ime tbe 
~ cretary of Sttlt.e fnT I1lcli a , to allow fi scal autonomy to In.iia, and the 8trllng 
EurOllean interest represented on the Oommission gave lie to the hope that the 
qutoat1on will b~ IIroli rly clealt with doe r~gard to lndian interest. MT , Keynes 
ltow~vt:l IUd not atten more than a very few sittings of the COlllmbeloJl. The 
Commi~sion began work on tbe 10th November 1921 at Bomb~y and lifter visiting 
varlouA plac 8 to collect evidence closed ita public work III April I !l22, and 
lIign d its report on the 6tb July 11122. The r eport cC'nsi8td nf two parts; one , 
the unanimous report ~igned by all tile members, -and the other, the Indian 
minority report Sii\Ded by all the Intlian mem hers including the President, 
except Sir M. B. Dallabboy. 

Summary of the Main Report 
Principal Recommendations. 

0) (a) That the Gover[)ment of India adopt a policy of Pro
tection to be applied with discrimination along the lines indicated 
in this re'port. 

(b) That discrimination be exercised in the selection of indus· 
tries for protection and in the degree of proteotion afforded, so a8 
to make the inevitable burden 00 the community &8 light as is 
consistent with the ' due development of induBtries. 

(c) That the Taritl' Board (see .below) in dealing with claima 
for llrot&otion must satisfy itself-

(1) That the industry possesses natural advantages. 
en That without the help of protection it i8 not likely to 

de eJop at all, or Dot 80 rapidly a8 is deBirable, and 
(iii) That i~ will eventually b~ able to face world competition 

witbout proteotion. 
(d) That raw materials and machinery be ordinarily admitted 

free of duty, and that semi· manufactured goods used in Indian 
Industries, be texed as lightly II p.ossible. 



INDl.l.N FISUAL uOMMlSSlON 
(.) Tbat industries ellential for pUrp0181 of National D~fenoe 

and for tbe developmeut of wbiob oonditionl in India are DOW 
uufavourable, be adequately protected. if neoellary, 

(j) That 110 export duties be ordinarily impoaed exoept for 
purely revellQe purposes, and tben only at vert low rate.; but that 
wben it is conlidered Dece. ry to reltriot tbe export of food-8rainl, 
the reatriotiolJ be ell'"cted by tempor fY export dutiea and not by 
prohibition, 

(2) That a permanent Tariff Board be reated wbo.e dutie. 
will be, iRtdf' alia, to investigll e the 0 aim. of partioulllr indu.trie. 
to protection, to watch the operat.ioD of the T rill', and generally to 
advise GovernmelJt and tbe Legi lature in carrying out the poliol' 
indiOllted above. • 

(3) (a) That no general system of Imperial Preference be 
introduced j but 

(b) That. the quest on of anopting a policy of vrcferelltial dutie. 
OD a limitod number of commodities b ref rred to tbe Indiall 
Legisl ture after preliminary ex mination of the sel'eral caee. by the 
Tarill' Board. , 

(c) That if the above policy be adopted, its application be 
governed by the following principlel :..!. 

(I) That no preference be granted on 'any artiole without the 
llpprOVf\) of tbe Legislature . 

(II) That no preference given'in any way diminish the protec
ti.>n required by Indian intiultrie@. 

(III) That preference do not involve on balance any Ilppreciable 
economic 10 8 to Iudia. 

(d) That any preforence in which it may be found po •• ible to 
give to tbe Ullited Kingdom be granted a. a free gift. 

(6) That in the oale of other parte of t.he Empire preference be 
«ranted ooly by agreement. mutually "dvantageouI, 

(4) That the exilting Cotton Excile Duty, in view of ih 
Palt hiatory and a&lociatione, he nnrel8rvedly condemned, ,,"d 
tb t Government and tbe ~aiBlature ltart again with .. 
It clean alate ", regulating their excile policy 101e1y in the intere.tll 
of IndiL 

SublidialY RecoauaendatioN 

(~) That the provilo to action 20 of tbe Sea COltom, Act 
he repealed, and tbat CUltoml Doty be ordinarily IfI"il'l1 on 80M, 
belon,i", to ~vcrnmetlt., 
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(6) That difficulties in the ,bape of sbipping rebates or unfair 

advan tages · Hke dumpiug, deprecia.ted exchanges, bounty·· 
fed imports from abroad be illvil8tigated, and wbere po88ible, " 
removed. 

(7) Tbat industrial development be promoted by giving a more 
industrial basis to primary education .and providing opportunities 
for training apprentices; and . orgallisatiollil for illcreasing the 
mobility of labour. 

(8) That no obstacles be raised to the free inflow of foreign 
capital, but that Government monopolies or cOllceuions be rrallted 
only to companies incorpo.rateci and registered ill India with 
rupee capital, such compariie~ to , have a ren onable proportion 
of Indian Directors, and to Ilfford facilities for trailling lndian 
apprentices . 

(9) That the tariff be 1I0t ordinarily employed for retaliation 
or as a roealls of aggrossion . 

(10) That the tariff be e\aboratE.'d with a dew to remove 
ambiguities, and . that the system of specific dutie'l and Tariff 
valuatiolls be CBU tiously extended. 

Details of the Report. 

011 th first point, viz., the tariff policy of the Government of 
India, the conolu iOIl of the Commission is stated in the following 
word!! :-" We recommend ill the best ipterests of IndIa the adop· 
tioll of a polioy of vrotection to he applied with disoriminatioll along 
t be Iioes illdicated ill this ·report." The decision ill favour of a 
policy of protection ruther than Olle of free trade is based on a cl\r~' 
ful Ilnulysi& of the probable gain and loss ill Chapters IV, V and 1Tr. 
It is shown that th'e illdu~trial development of India has not been 
commensurate with the size of the country, its population and ita 
no. ural resource8, lod that Iodia will derive great advantalN8 in 
mallY directions from a considerable development of Inn ian industries. 
It i thtln pointed out that ' the oonditions for a rapid industrial 
advance are suitable and tbat without the stimulus of p'!otective 
dutie the advance will ,not be 6ufficiently rapid. The necenity of 
continuing to derive a high revenue from the tariff, wbioh i. 
apparent from a consideration o~ the financial situation, i. allO held 
~o lead inevitably toward a protection. On the otber .ide of the 
account the 1018 illvolved by the burden of iDcreaaed price. and the 
effeot of this burden on variou. oluse of the communit1 i •• xamined. 
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~~ i •• bown tbat tbe exerci.e of discrimination in tbe .election of 
ndu.trie. for protection and io tbe degree of protection alrorded 

lWiIl eOlure tbat tbe inevitable burden on the community i. kept a. 
igbt a! i. con.i.tent witb tbe due developmeot of indu.trie.. Tbe 

!final conclusion il tbat, ap rt from tbe atrong Indian lentiment ill 
~avour of protection, the balance of advantace on economic ,round, 
~s beavily 00 tbe side of the policy recommended. 

Th. Policy Juatifi.d 

Tbe justification of the policy reats largely on the manner in 
which it i8 wOlked, al h is held that aoy type of iudi8crimin te 
protection would entail a sllcrifice on tho VArt of tho m ... 
of tbo people out of proportion to the reault8. Tbi8 RCOOOllts 
10\' ~he great importance attacbed by tbe Commis iOIl to t,be Tarilr 
Board wbicb it propo,es sbould be constiluted. The Tariff Board 
will be the in8trument by mealls of which tbe policy wil1 be "applied 
with discrimination." It is proposed iu Chapter XVII tbat tbe 
Tariff Board should be a perm Milt body cqnsiatin& of three mem
berlof bigh standing and ability. The main ' dutiel of tbe Board 
win ·1)J to inve8tigate alld report on tbe claims of particular indu8' 
triea to protection, to watcb tho operation 01 tbe tariff, and ,enerally 
to I\d~i8e the Government and the Legislature in applyin, the policy 
ill detl\il. Tbe functions 01 the BOl rd wonld he advi ory, and IIOt 
axecutive, but 8tress i8 laid on tho neceaaity of makillg public its 
Iiudillgs alld recommendatiolls, 

Principlel Bre IBid dowil by the Commission in Obapter VIl for 
the guidance 01 the Tariff BO!lrd. Tbe thrae main conditions whicb 
abould be satisfied in the case of an iudustry claiming protection 
are :-

(II) That the indll8try po 8e8le8 natural advantagee ; 
(b) that without the help of protection it i. not likely to 

develup at all or not 80 rapidly 808 ill desirable; and 
(c) that it will eventually be able to face world competition 

without protection. 
AI a qunlific80tion of t.hese general conditione it il recommended 

that illdustries e 8ential for purposes pf national defence, and for the 
developmellt of which condition8 in India are not unfavourable ebonld 
if nece .... ry. be adequately protected. Further. the general, principle. 
are laid down that raw lOaterial. and iodu.trial machinery .bould 
ordinarily be admitted free of dut,,., and that partly maDufactured 
rood. uled inIDdian indu.trie. aholilld :be taxed .alightly a. pollibJe. 
The tuatioD of articlee to "hie protectionilt oonaideratioDi do not 
"pply will be out.ide tbe purview of the Tariff Board and ... ilI be 
regulated in accordance witb tbe financial Deed, of the oountl'J. 

f),(a) 
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Various supplementary measllre~ lire indicated in Cbapter 

Vill as neoel liry in additioll to 'Protective duties:if full industrial 
development is to be attained . A mor" illdu tri~l bias shou"!cf be 
given ' to primary educMion, ol'Portutlities should be provided fbr 
the trllining of Illdiall appr!llltic~s, Mid orgalliZ'LLions for' illcreasillg 
the mobility of laboul' honld be clevelolJed. The cOllsinerl1lioll of 
legiall1tion against dumping is uggo t d, sllch legiplation 'not to tilke 
the form of 8 genert11 automatic mea U1e, hilt to provide for t~e 
impo~ ition of a dumping duty ollly ill the (,lise of pltrticular com · 
modities, alld ollly \Vb n it h ll beell estl1blisbed that dumpillf! i 
taking place to the detrimllnt of lUI Indian indust.ry. Precliut!olJS 
flora 10 luggesteu ag illst irnports tram a country ill whirh the 
ex ballge is seriou Iy depreciated alld Agaill t IUIY system of export 
boullties grallted uy [oreigll coulltries. Referellce i "leo made to 
tbe complLlints of Indiall illnn tl'i ll ag ill t tbe r ldhvny rlltes policy 
ahd coastal shippillg rdte~, Itlln ~nggestions are made for meetillg 
t,bose compl ,lints. The p0 ihili ly of legislation directed ngninst 
~ltirpillg rebates i suggest l'rl . 

Tbl.\ tariff policy ill I nd ilt c,\nllot be COil fi lied merely to a con i(lllr
tion of import dUti lld. Tht'l1'e are t\ a other impvttant clus es of 
duties which are nt prese nt levi ed ill India in oonnection with the 
tariff xci e dut,ies alld eXlJort dUlia , nlld the Commie iO t! d ,'olos 
two ehapt er to ellcb of th e o. With r t!g rn to exei e duties a 
g neral eX(l.miuatioll i nude ill Chapter IX of heir natur ,jJ riflc&.· 
tion alld elfec nnd certaill principles limiting their impo itioll are 
ugg -sted. A ~ pur t e Chapter (X) is give n to tbe Indian COttOIl 

exci e the hi story of whi ,\h i d!l~crib.ad in detnil. The conclu ian 
of the Commis iOIl i lhat tit ' exis ting duty hl.lU ld, in view of ita 
pn t hi story 1I1Ie! 1\ 0 iMioos. be ullreservedly ooodelXlned. that the 
BritiRh GO\'e rn01 lit should announce its intention of al/owillg the 

overnmellt of India to decide, ill ngree~e llt with tbe Indian 
Ll'g; lature, whl\ notion houlrl be takell, nnd tha tb6 Gover 
Tim lit, of Ino ia alld th e Legi latur'e should the n begin with 
a ("It'llI) slate nnd t ke such measures a the intl'rests of India 
require. 

Export Duliu 

Erport duties lire dealt witb in Cb ptere Xl and XII. The 
conclu ions of the Commi .. ion are tbat export duties tend to injnre 
tbe borne produce allo b t.b Y bould tbere(ore not be utili.ad (or 
protectiv. purpo e. They mllY, however, under certain circum
stanc 8 be impo ad for re\'euue pllrro,ea, but they should be impOIed 
with great oalltion, they bould be impo ed only on article. in which 
Judi • .bas a monopoly or semi·mo/lopoly, or in every oue the datie. 
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hOl1ld be mod crate. The only excclption t,o these prinoiples whioh 
be Commis ion recogni zes Is wben tbe pri 'e of foodptuffs ,hows Ii 

endellcy to ri e to d ngeroo heights. In such a ase the Commi -
iOIl bolds that it m y be necessary to re t rict tbe export of food 
r in aod tb!l.t I\S lib re are grave obj ctioflJ to direot Government 
rohibitioll or regulation of expor ts, the I at objectionable measure 
oold be a temporary export duty on food raills. 

The Commie ion make no definite recommendations regard· 
illg tbe treat.mellt of particular illd tri~, holrlillg tb"t it hart 
no sufficieut materi!\l for tbe purpo , and tbBt tb nece! Ilry 
nq\~iries must bll marie by the Tariff B rd. bell, however, aoy 

priociple I .. irl down by tbe ~ommission aclmit;e of direot applioatiolJ, 
this is illdicBten, and accordillgly tbe Commi aion dt'/l,dt Iy recom
mend the nbolition, as early as pouibl , of tb impor t dutie8 on 
m cbinery and coal, and tbe export duties 011 hirles nd tea. 

The second main suhject referred to tbe ommission wa the 
qllestion of Imperial Preference and t his is d alt witb ill Cbapt r 
XIII. Tbe conclusions of tbe Commi iOIl aro tbnt any gon 1'1101 
8y~tem of preference to Bri ti h products would involve u seriOl1 s 
burde ll w!:ioh it would not be reasonable for lndil\ to sboulder, 
while, on tbe ot her band, t he possibilities of Ad v ntllgo to IlIdi" 
from preference granted to hor exports are limited. At the ~me 
time l"dhl may be in a position ill e rtaill C 8e to grant preferfl"ces 
\ bioh would bo of 1\ sistl;ll1oe to Briti b j"dustria I\lId would IIOt 
c uee appreciahle eoollomio 10 8 to Ind iu. Thtl advs,IIt'Igea Oil uroud 
Imp rial grounds of r cognizing be principles of Imperi I Prof relloe 

re pointed out, and it is sugge8ttld that tho quo tion of gunting 
preferences 00 a limi ted number of commodities b referred to tho 
Illdian Legislature after prolimillary O1amioation of tbo ~fS veral cases 
by tbe Tariff Board. If tbis pQliQY i adopted it is recommended 
tbat it application be governed by tbe following principle. ;-

(a) That no preferenoe be granted on allY article wit"out the 
approval of the Leg; lalure. 

(b) Tbat uo preferences should in any way dimilliab the 
protectiotl required by Indian Ino\l strie@. 

(c) That preference sbould not in\'nlvo any appreciable 
economio )088 to India aftel'tllkilJg j"to accoulJt tbe eoonomio gllin 
which India derives from tbe preferenoe grar.ted ber by tbe United 
Kingdom. 

Tbe above proposal. ftlll&te entirely to preference to tbe United' 
Kingdom, and it i8 reoommended that allY preference which it may 
be found po88ible to grant til tb United Kingdom ,hould be granted 
• a free gilt. 10 the catA of the other part' of the Empire a 

djlferellt PQlicy i. recommellded. I t is sugge,teo tbat the principle ' 
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of reciprocity IIbould be followed, ; II. , that preference IIbould 'be 
granted only al tbe relult of agreements mutually advantageoul. 

Review 01 Final Chapter. 

10 Chapter XIV the tariff is doalt with in itl more tecbnical 
a~peot. ThCl Commiuion reoommends th8t the system of speoific 
dutiee and tariff valuations should be extended c8utions)y and that 
the description ()I articles ill tbe tariff should be elaborated. The 
system o( double tariffs which prevaila in most proteotionist 
countries is cOlldemned aa unsuitable to Indiao conditions, and the 
ulldesjrability 01 employing the tariff as a mean8 of aggre.sion or, 
unlels in AXil ptional circum tanee., for purpo e8 of retaliation is 
empha8ized. The Commission recommellda that in the interests of 
Iudiall industries customs duties should ordinarily be le,ied 011 

goods beloltgillg to the Government. 
Cbapter XV is devoted to a consideratiun of the attitude to be 

adopted towards loreign capital. The economic advantages of 
foreigll oapital to the country are explained, the present feilling. of 
oppositiotl to it are indicated, the restrictions 011 its employmellt 
which have been luggepted are oxamined, and the conclusion il 
drawlI tbat in the interesta 01 the country no "bataclea should be 
rai sed to the free inflow 01 foreign capit81. It ia, however, 
recommended t.hat Government monopoli.)s or coooe8sions 8hould 
be granted only to companies registered and incorporated in 
Indi .. with rupee capital, having a reasonable proportion of Indian 
Direotors nd affording faoilities for training Indian apprentioes . 

The po ition of Indian tutes is considered in Chapter X'trl. 
It is pointed out that Indian tates are cl080ly concerned both lUI 

cOllsumers and as prod ucers ill t.he tariff policy adopted for British 
Illdls, bllt tbat their views on t,h t policy coinoide generally with 
thOle expressed in other parts of India, Rlld that their interest will 
be fully .alegllarded under tbe soheme 01 protection reoommended. 

Tbe report begins "Ild encla ",ilh a referenee to tbe r&lationl 
be tween india alld Uritain . III the first chapter streBl il laid on the 
prOIlOUIiO mellts of the British Government regRrding the prin'Jiple 
'of ~ oal autOllomy for India. In the last Chapter the Commi .. ion 
explains tllat its recommendations bave been based lolely on the 
inter tlof India. but it also gives its realona for holding that in 

. this matt r there is 00 real antoganiam 01 interestl between the two 
countrie., and that a more prolperou. India will mean a more 
pro.peroul Britain . The two malt important chapters in t'be 
Report are t.he V. (P",e 61) which deall witb Prol«ffon.and 
the '{Ill. (Page 76) whioh deall with Imperial Pr .. f~r",c. Tb ... 
arp 'l"oteil in futl in t.he JoUo ing parOL 
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The Choic~ between Frf'e Trade and Protection. 

The Tariff Policy Recommended. 

liI>. The main subject on which we have 'been aeked to report 
i. tbe tariff policy of tbc Government of Indi . Tbie means in 
effect tbat we have to decide wbetber a I'ol'cy 01 free trade .bould 
be continued or wbelber industrial development, the importanoe of 
which we bave eJ:ploiued in preceding oh pter, bould be timulated 
by a proteotive tariff. 'Ve tbink it co veniell to.t te at olloe the 
cOllolu ion on this point at w bich after the most arelul oon
aideratioll we hnve arrhed. We recommend in the belt intere.t. 
of India the adoption of a policy of protection to be applied 
with di.crimination along the linee indicated in this report. In 
thi ohapter we ehllll give tbe rea on8 wbioh bave I d llS to reoom· 
mend the adoption of a policy of proteotion ratber .hall one of free 
trade, and in tbe two sllcceeding obapt r we ball explaill wby 
we bold tbat the policy of protection mu t be applied witb dieori
millatioll, alld will outline the prinoiple, in acoordallC witb wbiob 
di crimillntiotl houlcl in our opilliotl be applied . 

5.ro og leeling in lavour of Protect jon. 

56 . We bave metltionl:d in Chnpt r I tb longetanding "lid 
ill i t nt demand of the publio for a r vi lOti of tbe tariff policy, and 
iu tbe cour e 01 our tour, during whicb we beard evidence at all tbe 
cbief centrel ill I lidia, we received abundant "rool of the wide 
extellt of tba clem tid. Not ollly tbe inou Irialilh, whd might be 
xpected to ben fit directly from a polioy 01 prot clioll, but 

traden atld otber cla68ee of tbe community whoa immediate 
intcre.ta might leem likely to eutrer abowed tbemlelv 8 I'r,'pondera. 
tinsly ill favour of protection. The evidenoe wbich wal placed 
before UM on behalf of IndislI States wal allo to the lame e~ect. 
\V II found a aen~al conviction tbat tbe intereata of the country 
required a poli of protection, and in face of that a dieinolina
tion eyell to co sider whether the individual would or would DOt 
~ injUred. 

Ita e.u .... 
f)7. Thi. desire for a polioy 01 protection baa in many 0'" 

beeD etron,l, reinforoed by a coDlideration of India'. past. Travel
ler. relate tba .. before the advetlt of EuropNn. India waa a countl')' 
of ereat wealtb. The ricbe. of tbe court. of tbe Mogball, the bellUt, 
and quality of certain of lndia'i manufacturel, in particular of 
bet cotton JOOd .. and the lucrative trade tbat attnoted we.tern 
ad'elttllrer. 10 tbi. country, are D'IUen of cOlllmon knowled,e. 
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These writers, however, seldom glf\nce at tbe economio oonditione 
in wbioh tbe great mil s of the people Ji\'ed, Patrictro Indians 
to· day looking round on tbe pre ellt cOlldition of their coun..try 
see that tbe old fame alld relative importaror.e of India's mllnu
factures have diminisbed, whilst greBt masses of their cO\lntry
men are still poor and many Ilre insufficiently fed and clothed. 
Contrasting tbis state of affairs with tbe trOllsl1res of the Moghals 
and the world reputation of the Daccl\ ml1s1ine and other Indian 
manufactures, and searobing for tbe cause of tbis great cbange, 
many think that it is to be found in the policy of free trnde, whicb 
they believe to bave been impoded on India not in her own intere ts, 
hilt ' n tbo interest of tbo British manufacturer. They see tbat 
other countries sucb as Japan bave daveloped their manufncturae 
to a remarkable degree under a system of protection, anrl tbey 
believe that I lIdi!lns are fully capable of doing tbe same. Tbey 
think that, if India were allowed freedom to decide ber policy in 
her own intere ts, sbe would regain ber economio prosperity . 
The feeling that this patb to ricbes is barred by an out,side power, 
and the suspicion tbat tbat outside power is actllllted by sel6sh 
motives tend to stimulate the belief in tbe great re ults tbat 
would accrue irom the adoption of a polioy of protection. All 
these ideM are further reinforced by tbe llew spirit of national 
pridp, a spirit wbicb in all countries tends to tbe enoouragement 
of prot ctionist feeling by demanding so far as possible that the 
lIation sbould manufaoture what tbe nation uses . 

Examples 01 other Countrie •. 

5 . The protectioni t feeling in India to wbich we bave 
referred is strellgtbened by a oonsideration of tbe tariff systems pre
vniling goner lly througbout tbe world and the relatively backward 
condition of Indian industries under a policy of free trade. With 
the exoeption of the United Kingdom all tbe great indu.trial 
nations of tbe world sbelter tbeir industries bebind a pro eotive 
wall, ILnd olaim to owe tbeir proflperit~ to tbe tariff protection 
wbich tbey enjoy. Tbe general movement in Europe towards free 
trade, whiob appeared to be setting in with the conclusion of the 
famous commercial treaty between England and France in 1 60, 
la t d only for a few years, and \vas followed by a strong reaction, 
never perhaps stronger tban in reoent years, towards protection. 
In 1 79 Germany de6nitely adopted a policy of protection, irom 
which &0 ha never departed, and under wbioh she bad made up 
to tbe outbreak of tbe war astQnisbing industrial prosre... In 
1 1 FI alice turn d her back ou the free trade tendenci81 which 
bad never really met with popular approval. In I 99 Japan, freed 
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from tbe trammels of tbe treaty ra triotione, utili ed ber autonomy 
to e tablisb a proteotive tariff, whioh w oon ider bly inten ilied 
iu 1911. Tbe United t tes, induatri lIy ODe of the foremost 
countries ill the world, h h d ever ainoe the time of tbe Civil 
War a very high · proteotive tariff, and at the pre ent moment 
appears to contempltl.te rllisiug it still bigber. The British D mi· 
nioDs too have without ..'{,}e ptioo utili ed tbe right of frllming 
their tariff policies in their own interest to proteot their indoQtrio8 
by higb duties. 

Condition. in England 

09. India can thus point to uumerou pr cedents for the 
adoption of I policy of protection . Even in tbe c 8e of Ellglalld it 
m y ba 1I0ted tbat ber illdu trial found" tions, like tho e of all oth.'r 
couotrie, were laid nnder y tem of higb proteotion. The 
L ned. bire cotton indu try ill its infanry w 8 proteoted by an import 
duty wbioh, according to the evidellce of Profes or H.amilton, stood 
for 1\ numbor of ye3r~ at bout 65 per oellt. ad valorem. The 
Engli h textile manufactul'ea were furth r prot otod by a I g I 
probibition of tbe u e of variuus competing foreign clotbs. I t is 
true tbat tbe ~rel\t iudustrial development look pI ce a tbe result 
of tbe mecbauical iuventiolls wbicb re volutiollised iodustry at. 
the close of the 1 th century, alld that tbe p rt whioh tbe tariff 
bure a~ this stage was insignific nt. Nevertheless tb~ faot remail.1I 
tbat it was not until Engli hindu tries had Itt ined a mark d 
pre·eminence that the tariff wa felt to be a hindrance to induetri I 
developmellt. Moreoter the movement towards free trade was 
I rg ely directed, ill its earlier stnges at IIY r te, by notagoni m 
to tbe protection not of industrial, but of grioult ral, interests. 

60. The conditiolls ill Ellglund for three quarters of a CSIIlury 
bavtl been unlike those in most countries, and p rticulurly ulilike 
tho e in Inaia. England 's economic life depends on the export 
ot manufactured articles, the raw materi Is for whioh are larl:!oly 
imported. The maintellance of this vit I export trade is obvlou Iy 
likely to be fostered by a policy b.1sed 00 free trade prinQipltl8 . 
In india 011 the oOl1trary thore is an bundant lupply of raw 
materials and a very largu home market supplied in great Vllrt 
by foreign manufactures, whilst the export of I ndian manufacture" 
thougb o(f"ring pouibilitiea of consider ble development, il 
comparatively amall . B'lt even in the special conditioJJ' of 
Eugl ud doubt. have boen frequently rai.ed a. to the wisdom of 
too rigid .n .dhereliCd to the free trade doctrine, and since the 
Wl\r tieparturel from it have actually been made, as iIIuAtr"t Ad 
by (a) the dut.y of 33 alld ofHj·tbird per cellt. on motor care (whioh 
b ,1\ prQleclivo e/f.!ct), (Ii) the afeguardi!!g of IlIdu.tries Act,; alld 
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(c) tbe recent remonl of the excise duty on lugar to encourll,e the 
natcent lugar beet indultry. 

Public .eatimeat cODiidered 

61. We do not wilh bowever to reet the caee for proteetion 
in India 011 the eentiment of the Indian paople or the example of 
other countriee. We bave ~n.idered most carefully the economic 
ariumelltl, and we hope to abow tbat tbe policy wbich we advocate 
will .tand tbia crucial teat. But at tbe same time we have Qet 
fortb frankly wbat Wt'l conceive to be the main basee of Indian 
protectionist feeling, because, though we do not advocate tbe 
adoption of a tariff policy on otber thalJ the realoned grounda which 
foHow, we feel tha.t it i8 importallt to realise that behind OUf' 

reasoned advocacy i. a strollg public sentiment, and that while we 
ahall treat a question of sucb momdnt to the futura of India from 
tba Itrictly econ mic point:of view, it bas al80 a political aepect 
wbioh is at lea8t wortby of notioe. 

The prppolition of Iree trade 

62. In oonsidering the i8sue between free trade and protection 
it is neoe8sary in tbe first plaoe to examine the tbeoretical basi a 
of tile eubject aud to set fortb wb t we understand to be the 
priooiples which are generally aocepted by modern economic 
autborities on these difficult questions. The aiel (ree trade doctrine 
of the ola Bio 1 economists ( may be 81\id to have rested on two 
propositions. It was a sumed, firstly, that the oapital and labour 
of a oountry, if left unfettered by allY kind of Government regula. 
tion or restriotion, would n turally be applied to those indu.tries 
whiob would yield the greate t economic retum. The capital and 
labour of a ooulltry both being limit d ill quantity, it i. evidently 
of the utmO!t importallce tbat they should be Applied in the 
m nner wbich will yield the best economio results, and it wal 
held tbat the free illterplay of ecollomio forces would belt determine 
the dil ectioll of the oapitlll Ilnd labour of a COUll try into tbOle 
iudustries in whioh it bas a comparative advantage over otber 
coulltri68. The second proposition wns that the best ('conomic 
reslllts, botb for tho world as a wbole and for illdividual COUlltriU, 
would be obtained by each country applying its capital and labour 
to those industries in whioh it had the graate.t comparative 
adnl t.age, and then exchanging the products of tbole industries 
for article. whicb it was not able to produce 10 cheaply itaeU. 
Thi. ie tbe principle of the international division of labour. 

Their qualificationa 
63. Both tbe e propoeitiOll1 have a prima faN validity bieb 

il not eeriou I)' OOllte,led. But they state only tendenoiea, and 
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ndencles may be over· ridd n by sp i I oiroumstances. We are 

,hu led to an examination of the geuerally rlloognised qualifioations 
of tbo () prQPositions. 

64. In tbe first plaoe tbera mlLY cle rly be oasea iu which the 
free interplay of economic foroes will uot ecuro tho be t utili atiou 
of the oapitaillond labour ra our.:es of a oountry. In tllll competitive 
at rl! gle all initial advantage m"y provs to be 1\ perm oeut advant-

e. A fully developed industry iu one ooulltry may b able uuder 
cOllriitiou8 of unfettered oompetition to hind r tbe developmollt of 
tbll me iudustry in anotber country po 8e ~illg !.julll or ovou 
gr()ILtct natural advantages . 1u t bese oir um tance Iho !.Itt r 
cOllll lry m y never, or olily after 10llg del y, sucooed in applyillg il~ 
bboul' lIud oapital to the best adv IItage 01 which they re o"pllble, 
owi"p to the illitial d iffioultil:ls ill making a at rt. The e COil ider-

tlOliS wl:lre slateJ mallY Yl:lars ago with admirable luoidity by John 
' tu rt Mill, wbo wrote, ., The superiority of one oountry over 

aI/other ill a bl'allob 01 produotioll ofteu ari ses only from bllving 
\)1I4 ulI :it 800nl:lr. Tbl:lrl:l may 'be 110 illbl:lrent dVlllltage 011 one part 
or di8ndvantage on tbe oth.er. bu t only a present uperioril.y. of 
acquil'ed kill and expl:lrience . . A ('ountry which ba tbis skill 
alld experil:lncl:I yet to acquire mllY in other respeots be botter 
Ildnptud to the productioll thall those whioh were earlier · ill 

, thll fi eld." 

65. The argumeut as stated above npp)i~8 primarily to par
til'ul r indu tril:l8 which ar handioapped at tbe ~ tart by the competi· 
tlOIl of fully develoPl:lcl riv I , and oould be u ed irrespeotivl:I of tbe 
8tllgl:l of illduatrial development ttained by tbe country irJ whiob 
the "IlW indu Iry, finda itlelf. But th6 argument bas been applied 

ilh peoial foroe to illdustrinlly uew couutriel in oompetition with 
th081:1 ill w hiob iudustril:l8 have long bel:ltJ establisbed. Th cla@sioal 
exprtl iOIl 01 tbis arguml:lnt is to bl:l found in the works of List, 
who 1:1 economio tbeories bave exeroised Inob 8 profound i,.tluelloe 
011 tbe volioy 01 the ,reat proteetioni8t countrie8. It i, slJmmed up 
by " mCYil:lrll Ellglisb l:lcollomiBt, Profossor Pigou, who, ill dealing 
witb List'. argument., writes !\II followl :-

., Tb~ main el ment of productive power, ",hoao dey lopm nt involve. II long 
jlru~, I. a population traiued 'n the general atmosphere of 'ndootr'al 
,.ur-Q 't. H a coDnuy is entlfely agricultural aud ball 110 importaDt ('Ian 01 
"'Li~aD8 fir factory wtlrkera, tbe skill required for tlartlllg any partlclIlar kind 
(·r Inlll will b" 'tery difficult to g~t. • 'da8tere, furem~n aDd workmen mUlt lint 
b.. Itb.., trained Dp at home or proeared t\-cllII abroarl. an" the profttllblene .. 
of the bu.ine baa M$ been Ilffieienlly IRlted to I!lv~ capitali.t. confldeoce 10 

for a hlllg tilDe, tber .. rore. it 1M improbable tbat any work 

-----------------• Liet' ... Na"~nal S,..tem of 'Political Economy." 
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which may be started will be able to compete on equal terms with eltablished 
foreign rlvall-and that in srite of the fact that the inclu try in question may 
be one for whioh the country has great natural a1vantagcs. On tht' other hand, 
In a couutry which is already larg~ly inctustrial. the initial dIfficulty IQvolved 
in 'tarting a new indu~try is likely to bp much slighter. For much lesl tIme i8 
requir d to obtaiu from amllll!! a lleople already "ccnstc.med to many varieties 
of factory work, hands capable of elHryiug ou a new var i tyof It. Further, in 
an industrial commuuil.y, cholle other Important "I 'menta of productive power, 
organleell "yateml of transport and of credit, which, in an agricultural country, 
may n -ell themselves to be built up before manufactureR call be profitably 

tabli.bed. are presumably alr~ady in 1:istcnce." 

. 66. The p"ima facie advantages too of the iuternational division 
of labour are ubject to ccrtain qUf\lificatione. It may be tbat in 
aome circumstanccs the greatest amount of wealth would be aecured 
by a degree of specialisf\tion wbicb could not be regarded as con
ducing to tbe gOlleral interests of tbe country. In otber words 
there are objects of state polioy diffJlrent from, and more important 
than, the mere aoquisition of wealth . ' A country migh produoe tbe 
greatelt amount of wealtb hy devoting itself wbolly to agrioulture, and 
yet sucb a ono-sided dovelopment, in virtue of its effect on tbe 
national oharacter and institutions, might not be in tbe wider inter· 
ests of tbe country as a wbole. imilarly, considerations of national 
defence may set legitimato boullds to the extension of tbe prinoiple 
of illternational division of labour . . 

Circum.lance. in which protection i. jUltifiable 

67. 0 far we bave indicated w hat we take to be the oiroum
etances in wbioh economio theory migbt justify departures from tbe 
principle of free excbange of commodities between nations. It is ad
mitted thllt in all suob cllses re triotion8 on free excbange involve 
some immediate economic 108s. We turn onoe more to tbe 
economi til for tbeir verdiot as to tbe oircumstanoes in wbiob luob 
108 may justifiably be inourred. In the pas ge already referred to 
Jobn tUllrt Mill says, .. Tbe only case in whicb, on mere principles 
of political economy, proteoting duties can be defensible, ia wben 
they are imposed temporarily (espoci l1y in a young and rising nation) 
in bopel of naturalisillg a for ign industry, in itlelf perfeotly luitable 
to tbe oiroumstllonces of tbe country. ... •.. ••. ...... A proteoting 
duty, oontinued for a reasonable time, will sometime be the least 
illoonvenient mode in which tbe nation can tax itself for the support 
of Buoh an experiment." List expresses bimself more emphatically, 
.. The nation muat sacrifice and give up a measure of material proa
perit.y in order to gain culture, skill and power8 of united produo. 
tion; it must saorifioe Bome pre ent advantagel in order to iOlure to 
itseU lut.ure one.... there i, one idea common to both writen-a 
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preaellt lOll for a future gain. The gain we have already indioated. 
We IIOW turn to consider what constitutes the lou, 

The Burden 01 protection eri,in, from incree,e~ price. 

6 . The burden of protection arise, from the increase in prices. 
It i. obvious tban aD import duty tends to raise the price not only of 
the imported artiole, but alao of tbe competing 100 lIy produced 
article. Cases are analysed by the eoonomi ts iD wbich for apecial 
rea ou~ or for temporary periods the norm I result dOJ's not follow, 
or follows only partially. But, broRdly speaking, tbere ie no diepute 
as to the tendency of import duties to raise the price, of the articles 
taxed. Further, when import duUe are placed on a wide range of 
artiolel, tbere is a tendency for the gener I level of pricel in tbe 
country to be rRised; the rise i not confin d to tbc particular 
artioles taxed. For this pbenomenon there arc various oaUle8. In 
the first place the import duties tend to oh ok tbe volume of 
imports, witb the result that a favourable balanoe of trade is 
created. This favourable balance is settled mainly by the import 
of the procious metals, Rnd AO far as the e find their way into the 
currency, thereby inorea ing its amount, tbe general level of prioos 
tends to rise . I II India this argumollt must be applied witb caution, 
for the preoious metals wben imported lire largely med for othor 
purpo es, IIlId comparatively small qu~n titi e8 are likely to go to 
ewell tbe volume of tbe urrenoy. A Ie theoretic 1 Ilrjlument is 
that the increased co caused by import d uti os ente rs gen rally 
ioto t he cost of production of eJl articles manufaotured in tbe 
country aud into tbe oos t of transportation. Duties on cotton cloth 
or OD 8ugar, for instance, may raise the expenrliture of tbe employee, 
of an indu8try; to meet Buch increased expenditure higber wages 
are required; higher wages mean higher cost of production, and thi, 
in turn means tbat the product requ ires to be bu tJ at a higher price. 
luau-ncea might easily be multiplied. It mn , we tbink, be taken 
as the view accepteci by economil!te that a general increase in 
import du ties tends to produoe a general rise in pricel in a country, 
and not merely a rise in the price of import d articles and lucb 
locally produced articles as direotly competo with tbem. 

Graduel diminution of the burden. 

69. It i, not our intention to suggest that the burdon on the 
conlumer arl IIg from protective duties ie necell"rily permanent. 

D the contrary, if the indoetrie to be proteoted are ,elected with 
du discrimination, the burdsn ahould grauually diminiah and eren
tually cease altogether. But tht' proces8 of diminution i. not likely 
to be rapid, or to commence immeJiately. So long as foreign 
i mporta tODtinue to enter in appreciable quanti tiel, the price of tile 



goods must in general be regulated by the prioe of the foreign import., 
thl\t is to say, the COllsumer wi'll be paying tbe full foreign price 
plus the import duty. As the borne industry develops in efficiency 
and rcdllces its cost of produotion, there will be at first no reduction 
in prices, but the decrea e in tbe cost of production will merely go to 
ewell tbA profits of the home industry. This wiJI lead to the more 
rapid · developmen.t of the borne industry and will basten t,be time 
when it is able, to supply tho home markrt almost ill full. As foreign 
imports dwindle to small proportions, prices will become regulated 
more !\lId moro by internal competitiolJ, and the consumer wiIJ then 
begin to deri ve the benefit from tbe i IIcreased efficiency of the local 
industry, IIlId may in the end obt.aiil t he goods as cheaply as if he 
were fre to import them without a dut.y. H the industry is one 
for w hi oh the OOUIl try posses ee marked natural advantages, he may 

ven obtaill them more oheaply. 
70. Wu hav e illdioateri both tho pre ellt loss Slid the future 

gain whioh a policy of proteotiou might ill gOlJeral lie expeoted 
to bri ng. We now come to the practical problem, which is to 
detormine whether the oircumstalJoea of India are such that a 
stimulation of her industrial development by means of proteotive 
duti s wiJI bring ill the end a gain to the couotry as a whole g.'eater 
thall the immed iate loss. 

71. I n Chapter I we ha.ve stated our opinion t hat the 
Industrial developmen of Illdia bas no~ been oommensuratl' with 
tbe size of the country, its popul tion and its natural resource8. In 
oonsidering hOlv tb ese conditions C 0 best be remedied it is nece· 
s ry to a tempt to diagno e the ca.naea from which they have ari en. 
The Indu trial Commission melltioned various fae rs as having 
oper ted 10 r I'ard j"du t rial d velopmcnt, for instance, the natural 
COil ervo.ti m of the p opl , the in fficiency of labour, the ab ellce 
of i lJdustrial ond techllirol dUClilion, the) ck of busineu nterprilo, 
tb 8h ne of capit,nl for lIew und rtak ings, and the want of proper 
ol'ganiz tiol) for utilising uch capital a i available. 

Indultrill l aptitude in the put 

72. orne of tbese fnc tor ruight ug est the idea thAt Indi na 
w r lackillg ill CIIrtnin qnalilie lIec ary for success in industrial 
pur tl i lS, nlld Iba theroFore olle of the foundations for a profitable 
applicatioll of protection, namely a people fitted to make good use 
of it, as ab au. We do no tbillk that this idea is supported by 
paat xpf'rieflce. If we take hiatory as a guide to the future, we 
s e tba tber have beeu times wben the manufacturers of tbe 
country attniuld a high degree of xcelleflce and were well· known 
be nd it bord r. As tbe Indu tri I on nlh iOIl l'xplained, India 
WII III olle time famou "for tbe high artistic skill 01 her 
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ralt men:" a'nd it wus 1I0t until the illollstrial revolution of the 1 tb 
olury that she b gan to fall behind in thb industrial aph TO and 

ha in the words 01 the Jllduslrial Commission " tho erroneOU8 
idea tbat tropical COUll tries, with th ir oaturally I rtile lands and 
I'yillg climate, were suit,ed to the production 01 raw milt rials rather 

thall to mallufacturl's" d veloped. Th cot ton manulaotures of 
Jlldia which were exporten in large quantiti througbout A.ia and 
'urope, tbtl skill ill shipbuilding whi h wa a olle time freely 
Itili bd by the En t India Company, tb workillg of iron whicb in 
be old days bad b en brought to 0. con idombl p;tob 01 excellence, 
be manufacture of 6t 01 sword bl de commanding a gr at reputa
iOIl ill forei~n countri ,the exports of silk textil 8 and sugar, all 
rove hat I UOill1l xbibited a lIatural aptitude lor indu trial work, 
nd that the prese nt relative backwardness in this r 8p t bouM 

lOt be rega rded a indicating any obstaole to a wido development 
I illdustr ies in tbe luture. 

Difietencea in nalural aptitude diminishing 

73. Forthl' T, th un ven" 01 cl v I pm n to whi h the 
ndll81 ri I ommi sio" dr w nttrnlion app ars to he du in pRrt to 

trikirrg diff rl'"r.e ill lIatuml apti noe for indu tri H, whioh all 
e tr ed ill diffl'T lit communities ill Ill nia, For c IIturies the 
('ople of \ sterll iunia hal'e shown ft m rkerl in till for comm r 
lid from oommerce thoy hal'e moved IIatuTally fo i.uhl tri ~, so 
h t at he TTresllnt tim they nivid e with th European rommllllity 
he indu tri,,1 Icader hip of Indi l~. But the p ople 01 e ll~al, 
ad rll& nlld Bnrlll/\ have in g lIeral IICglecte1i industrial 1.ll r uit , 

nd if industriP8 hav e tabli hl'd th m I (>8 wit hin th ir ho..,] rs, 
avo lelt their development 10 others. It would t.llk \18 b y lid 
ur province to attempt to trace these tende ci 8 to t hl'ir origin, 
'hother it may be found in a fertile ~oil providing a livelihood in 
lurrt for little labour, or in a ocial system whioh exalt8 the less 
RI rial side of life, ill economic conditions whi h procluc a cltus 

I middlemen Jiving para! itically on the profite of the I"nd, or in 
i torical tranilioll8 which attract the mo t enterprising d a ses to 
tl mini tration. Wbatever tbe cau es of this neglect in the paBt, 

we feel tbat in many part of the country a change baB come over 
the spirit of the people, ano that what il laoking now is more olten 
the opporl'lnity than the will. We think, therelor, that 10 far 
,liS the comparatively slow development of industries in India ball 
beeu due to Jack of natural aptitnd b or jntere~t, this factor wiII 
become progre ei\'ely of lllss importance, and that "time bas come 

bell India i. prepared to bile adv811toge of any elimulul applied 
to ber induslriee. 
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Industrial development requirea to be stimulated by protective duties 

74. The question which we have to determine is wbether the 
industrial development at which we !lim call he attaiued without 
the stimuluo! 'of protective dutios, Bnd if 1J0t, wht.ther the advan · 
tage to ' tbe country arisiug from this iudusttial development 
will outweigh the burden which protective duties will impose. 
Tbe Indu trial Commission, which was debarred from considering 
questiolls of tariff policy, made a Ilumber of impurtallt recom· 
mendations for the devolopmellt of Illdiall industries, involving 
the ",balldonmeot of a lai~8tZ jai"B policy. But we bold tbat tbese 
meo.8ures by tbem elves will not produce tbat marked impetus for 
which the tim alld conditions are now ripe. Educatioll can be 
im proved, bSllkillg faoilitieij call be xteuded, techllical assistaoce 
can be offered to illdustries, but wbat is main ly wall ted is a polioy 
that, will inspire confidence and encourage enterprise, aud we do 
110 tbillk that the recommelloatiolls of tbe I ndustrial Commission 
provide this. Professor Pigou at ~he close of tbe p ssage wbicb 
we have already quoted draws the following weighty cOllclusion: 
"From tbese oonsiderations it follows that the case for Proteotion 
with a view to building up productive power is strOllg in any 
agricultural country whioh seoms to po 8ess uatuTBI advantages 
for manufacturing. In such a country the immediate 10 8 arising 
from the oheck to the exohange of native Jlroduce for foreiglJ 
manufaotures may ~ ell be outweighed by the gain from the 
great~r rapidity with whioh th borne m lIuracturiui power is 
develop d. The 'crut hes to teach the new mallufactures to walk' 
1\8 Colbert called protective duties, may tea~h tbem this so 
mu h arlier tb n they would bave Ie rnt i t, i[ le[t to them· 
elv • that tb co t 0 the cru bes i more than repaid." 

Th word might Imo t have heen writteu with direct referel/ce 
to th e conditiou or Iudi • and the ca.so for protect ion iu India can 
bardly be stat d bettor. India i all agricultural country which 
po seS8ell undoubted n tural dvantages [or manufacturin& he 
produoe n abulld lIoe of raw materials, she ba an ample poten!.ial 
supply of heap I bour and adequate sources of power j a.Dd the 
establi bm nt of two gr at m nufaoturing iudu tries showl that 
ahe is caplLule of tnrll iug the e Bator I ad\'antsgea to use. We 
have beell told uy many witlle e tbat the cbief obstacle to a mor 
I'apid de lopm ut of iudu tries in ludi is a certain want of eon
fid lice amllng the owu rs oJ Cl pital. The practical protection 
alford d hy tbe war bad a stimulal illg effect 011 mlllly Indiall 
illdu tries. But tbi protectioll, aud llch iucidtmtal protection a is 
yielded by high re\'euue duties, lat:ks the a 8urauce 01 per maDonce, 
aDd Iail to live the sellse of E8curil y \\ hich arise. from tblJ 
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liberate adoption of a polioy of proteo ion. Tbi point of view 
s perhapa expressed mo~t olearly by Mr. h It spear giving 

videnoe on behalf of the Indian ugar Produoer' Assooiation. 
e a id, "My peraonal view i th"t it i the prinoiple of the thing 
bich we, 808 an industry, whould like to see far more than an 
tual duty of 1~, 20 or 25 per oent. If the prinoiple of proteoting 

b }nduatry is acoepted, thllt is ,,'hat ia g ing to be of value to us 
"developing the inrlustry." Ag in Captr.in E. V. 'a88oon, olle 
f he loading BombllY indu trialist, aft r atating th"t Indian 
apital was "sby of anything new in the way of industrial enter· 
ri e" said, "what ia wanted is confideuce, nd a poli y of Jlroteotion 
ould belp to seoure tbat at onoe." 

7~ . We have now sbown th"t Illdia will derive very great 
dvantages from illd'lstriBI development, th t tbe oonditions for a 
pid "dvBllce Bre suitable, 1'11(\ tbat without tbe stimulus of proteo· 

ive duties the adval'\Ce will not be suffioiently rapid. All t.he8e 
011 idel'l\ iOIl!! load liS to tbe conclusion that proteotion will bri IIg !\ 

ry DJateril.ll gain to the country. 

Necellity 01 derivin, • high r~venue tariff 

76. A further consideration pointillg to the same oonoluail')n 
ill be fonlld in t.be present tariff position in Ilidia. We h"ve 

referred in Cbapter II to the inorea ing proportion which ou tome 
revenue bears to tbe total 1m perial revenue, and we bave now to 
consider wbether tbis tendenoy is likely to be permanent. We 
received a considerable amount of evidenoe r garding the relpeotive 
merits of direct and indireot taxation . We do not propose to 
re pitulate the well· worn argoments of tbfl economists on tbi • 
• ubjeot, but we are bound to take note of tbe faot that the general 
sentimellt of Judiau witnesees was strongly oppoaed to direot 
t xation, and that the collection 01 income·tax in India preaent. 
peouliar difficulties . Direct taxes in Tnllia are con6nod praotically 
to income· tax Slid Ij\ud revenue. With the latter, which i. a 
provincial receipt. we are not concerned. The inoome·tax rate. 
bave beeu raised largely Binee 19H5·16, and the yield bat riaen from 
S to 20 crores' of rupeos. High taxes on income are unrloubtedly a 
handicap to indo.trial developmellt, and tbere are many wbo bold 
that the rate. ruling at the pre&81,t moment aro distinotly too higb 
for tbe interests of industries and tbe general proeperity of tbe 
COIJntry. Tbe witllelles wbom we examined on tbis point were 
almost ullallimool in the opinion tha direct taxation hal reaohed 
ita limit under Tlresent conditions, Rnd ill view of the general 
feolillg ill the COUll try we do 1I0t thillk that any material illoreue 
in tbi, form of tax tion is faa.ible. If, therefore, any further 
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increB8e in taxation becomes necenary, it will bave to take . the 
form of indirect tBXation. H, 011 tbe otber hand, a decrea e in 
tBXation became poasible, we think tbat it should take the form of 

1\ p !1'i pl.t$'U reductioll in direct and indireot taxf\tion . In view of 
ho \I conclusion w cannot antici p te for many years to come any 

appreciable reduction in the revenue which it. i nece sILry to derive 
from the Cll toms. This meRns th t import ontic8 must continue 
high (l,nd thflt, whether intended or not, protection will be given 

77. But a high revenne tRriff such 1\9 that now in force in 
IndiR i8 open to gre>\t objection. A revenne tariff ba80d on free 
trade prinoiples is olle tbat is impo ed ou goods that CIUlnot bo 
procilll'w'l ill he coulltry ; or, if Lhis condition cannot be observed, 
it must be kept nt a very lo\v rate 011 goods produoerl in the cQulltry, 
or countervailiug exei ea must be impo en, RO that no proteotion is 
afforderl to local llidustries. Ulltil t.he year lll16 the Indian tariff 
,might be said to have fulfill ed Lhese cOllditioll . But slnco 1916 
the tRritf hu. become les8 alld less cOllsi teut with purely free trade 
principlos. It gives protectioll, but it give it i l l the least conveni -
nt alld the least bOlleficial way. The protection is 1I0t caloulated 

. on the l10eds of tbe iodu try, 1I0r doe it carry any assurance of a 
perman\ll1~ policy . h is cluual alld hllphaz~rd. Moreover, it may 
aotually impede tbe industrial development by tllxilJ~ raw material 
al)d semi-mallufaotured artioles. It ppc r to u tb refore th t 
tb& neces i~y for ra.i ing a I rge revenue, from r.astom dlltie and 
tb obviou in xpedienoy of ignoring the effect of tho e duties 
all the indu trio of I he country mu t inevitably lead India 0 the 
adoplion 01 Ii policy of p"oteetioll, >\ they led Germ ny ill l 79 , 

The 10 •• protection will involve . 

7 . , \} turu lJO' to tbe 10 s that must be Bet again t the g in 
t o India from prottlotio ll to wbich we ha e referred in paragraph 
75. The mo t importallt item i the burd n of inore ed price. 
tba prot Olive duti will impo e on the people. We have explained 
tho lIalure of th e burd n ill parBgr ph 6 abov, nd we proceed 
to cOlisidor whether it will be so gre t as to outwoivh the advantage. 
whioh we antioip te from the Rdoption or a protective policy. 

79. 48 impor t duti 8 b ve a tendenoy in ome degree to extend 
their inftuence b YOlld the particular commodities 011 w hioh they 
are i po ed, it i nec 8 ry to tr t with oaution the argument 
that IODle artiole i not oon umed by the poorer clas e8 and that 
therefore a proteoti ve dULY on it 0 n do them 00 h rm. A furthe~ 
limitation of this argumellt i to be found ill the fact that there 
are. frequently parti I ub tituto. for imported artioles, whioh are 
m nufaotured aDd con umed ]ocally, and that any oauae wllieb 
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i es the prioe of the imported artiole r i es the prioe also of tbe 
lIy pr\)duoed substitutes. An obvious in tance of auoh a oa e 

8 eell in cotton cloth. Experience, as well theoretioal reason
ng, shows that the prio of Indian manufaotured lotb i influenced 
y the prioe of imported oloth, even when the tlVO clas8ell are not 
n direct competition. In estim tillg there{ore the ex nt to which 
he poorer classes will be atf~cted by proteotion, it i8 not 81\fe 
eraly to ask what proportion o[ their income is spe nt on importe>d 

oods. We bave reoeived various e timatos on this point, and all 
gree that the actual qu ntity of imported gooda pur ha d by t,he 

ses of India is small. But thi~ is · no tin I oriterion of the d groe 
o wh ioh protection will affect them, though tb re i 110 r ason to 
uppo e that, under the syatem we rooom mono, the indircoL burden 
~i11 be considerable. 

Effect 01 Protection .-(l) 0 .1 the Agricultural clalSel. 

O. There are however two cll\ 08 of the population who e 
nterost8 as affected by proteotion it is partioularly importallt to 
onsider. the agrioultural [l lld middle cl 8 es. Agrioul~ut'e i8, 
nd muat romain, the foundation of the eoonomio life of India, 
nd this not merely beoause it furni shes the livelihood of throe-

. u rterd of the population . Indian industries cannot flouri sh 
ithout a prosperous Ilidian agriculture. Agrioulture is I'Hge ly 

he provider of the raw materials for industry, and tbe Indian 
griou lturiat will oller the main m'lrk-et {or the products of Indian 
ndu tries. Any form of protection ther fore which would aeri· 
081y affeot the interests of agriculture would go far to dofeat 
ta own object. We have alread y explained in what ways 

we think that industrial development may be of advantage to 
he agricultural oommunity, ill 80mo caaes through a sympath etio 

riae ill wag.,., in others through the wagea of inrluatrial workers 
being made available for expendituro in the villages, ill others 
through a reduction in the number dependent on the produce 
of the land. But while a policy of proteotion of industries may 1I0t 

injure the agricultural wage earner, who may ho able to soc ore a 
i e in wages equal to, and in- some cases greater tbl\n, the ri le if) the 

cost of IiviDg, there can be -little doubt that the agriculturl\l producer, 
the man who eit.her works tho land himself or employs bired bbour, 
muat sull'er to some extent. Protection muat mean to bim a higher 
co t of production, ariling partly from the higher coat of tbe imple

nt th"t be U88I, partly from the bigher wage. tbat he wiJI have 
to pay 110d partly ' from the geD81'al rile iD the coat of living. A, a 
et all' ag.iolt'this bigber COlt of prodoction it i. probable that io 
he neighbourhood of indo tri I centrel the demand for agricultural 

produce will ral" tbe prioe. But, in general, one of two relulte 180m. 

ISri " 
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likely to follow. Either tbe agric~ltl}ral prpduoer, will bOt reoeive 
for biB produce an increased price which will full, compenlate him 
for tbe i(1creased cost of production. in which ease 81ricnltuul 
intereets would ,Buffer and there would be a tendency for marginal 
land to go out of cultivatioll ; or the price of agrioultural produu 
will be raised igellerally to cover the increased cost of production 
with injurious effects 011 the mails of the population. Provided bow
ever {.>roteotion ;8 appl ied wit.h di oriminatiolJ. we do hot think that 
.tbe burden impolled, either 011 tbe agrioultural producer or, through 
flo ri se ill the prices of agriQultuml produce, on tbe consumer in 
general. no d be sufficient to make us hesitate regardil1g the ne' 
advalltllgee of the policy we rocommelld. 

(ll) on the middle elane. 

R 1. With regard to t he middle 0las8l1s. by whiob we mean 
maillly tho p .. oftls iOllal. c)ei'ical "lid petty tradi' ,g classe8. there is /10 

doubt tbat they will be mor" ad v rsely affected t.h"n any otbe,. by 
a ~olioy of protection , Tbe middle classes have .. 0 rtaj" standard 
of lid,'g which elltlLils expelld ituro 011 imported goods. Tueir cod 
of Iiviu8 will ulldoubtodly rio o. The pO sibilitiea of equivalent·, or 
at allY ra.tq timely. oxpallsioll ill th.eir h lcomos. however. ILTe limited. 
It i~ probable therefore that fOf some period they will ·Ieel the effeotl 
of prot otiOI1 mOTe than (\IIY othor clasa of the popula.tioll. But in 
vlrtllo of th ir education rb y .• more than other 0I.816a, are ill a 
pOlition to ostimMe the vaillo to the coullt,ry as a whole of tbe 
dev lopmollts whioh we believe our polioy will produce. and 0 far 
as we hay beo" able to judge from hose witnesses wbo bavo given 

videnoe bofore us. the middlt) cbs es afe prepared to merge wbat 
migbt be regarded thoi .. ow II immediate interests iu tbe widllt' 
in ere ta of the oouutry. 

2. III Ptimatingthe burtle" of protection we have to antioipate 
the nrgumellta givoll in ·the 11Ut oh' pr r. in which we bow that any 
typa of illdi riminl\te proteotio/l would elltail a 8 orifice out of 
proportion to tho 1'0 nIts. W xplaiu ill tb,~t ohapter the Iimita
tiO'l1i th .. t we propose with a view to ro trioting the immediate lOll 
a~ fllr 1108 po ible wi thout reduoing tbe 'gain tblAt i, to be anticipated 
froll) protl.lotioll. If tho e Iin)itatiooB are observed. we con.ider tba.t 
be burden will btl olle wbich it i. reasonabl. to a k the O(Iuutr, tb 

bear ill order to _eoure the great benefits antioipated. 
3. Before comillg to ollr linal conohaioD we mut refer to 

ertain Qi advantages whioh are iuberent in anJ "Item 01 prot ... 
tion. namely, the ri k of ncouraging inefficient method. 01 
produot-ioll, tbe danger of political corruption and the pOllibility 01 
oombination. of manufa.oturer. We bave borne tb618 poinh in 
lllil\q in fOl'mu)"till$ our oheme of protection and in dni.in, the 
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COllal itutioll of tbe TariIF Board. We explain in detail in Cbapter 
VI t.CI wbat extent we tlaink these dan,er, will be miti,ated by our 
proPll'al" .lId it i. enougb to lay here tbat we do not con_ider them 
lufficiently serioua to affect our main conclu8ion. 

The balaDce of edYant ... 

4. We h ve now Ht forth, a8 impartially a. pOllible, the 
arguments for aud B8 inat thll adoption of a policy of protection ill 
India. III Chapter IV we bave bown th great benefit. tb twill 
accrue to India from indu trieJ developmenr., and in the prelent 
cbapter we bave explained tbe necel ity of tbe Ititqulua of proteo· 
tion to aeoure rlL\lid progre s in tbis liireotion. We bave alao .howD 
'bat the neceasity of a bigh CUltoms rev nue i. inevitably leading 
India towalda proteotion. On the other aide we have ,hown that 
tb.e immediate 10 to he apprehended from proteotion, aud the 
danger inhereut ill it, will be mitigated by the system of dilcrimina· 
tioll wbicb we recommend and by the conatant aupervilion of OUJ' 

proposed Tariff Board. We have carefully cooaider d the weight 
of tbe fluments on botb sidlll, an ap rt from the atro", indian 
ae lltiment ill favour of protection. to wbicb we b ve referred above, 
ware eati lied, Oll economic grollild. tba tbe temporary 1088 
involved will be more t~aD made good by the ultimate ,aill, and 
that the blllllilce of advantage is hel1\ily 011 the lide of the 
recommendation made in the opening pal'agrapb of tbi . oh pter 1Iiz., 
the adoption of a policy of protection to be appli ed with dilorimin&· 
tion loog the Iillea indicated in this report. 

Imperial Preference 
(1) Hiatory and Meaning 

2U. The que.tion of Imperial Preference in tb Britillh Empir6 
fir t took pr ctical haps in 1 97, wben C n da, p~rtlJ in pnt \lanoe 
of a more liberal tarilJ' policy, rcdnoed her dutie on Britilh good •. 
Owing to the exi tonce of oortain commercial treatiel the bellAfits 
intended for Great Britain h d to be conferred temporArily 011 orne 
other countrie8. but the h mperillg treatie ~ ere denounoed in 1 9 • 
and from that time the preferellce , whioh VI s fixed at one· fourth of 
tbe duty. waa confined to the Ulli ted Kingdom and Inch Britiab 
colollies aa ,ave Cauada favourable treatDl8ot. III 1900 the pre· 
feren e .. &I railed to ooe· third. 

216. The Il1bjeot of Imperial Preference came before tbe 
Colonial Cooference of 1902, sod on thi' ooealion tbe principle "11 

'01' the tint time authoritatively reeolniaed a. one of ,eneral 
applioation. The re.olutic>n paaaerl by the Confereoce WII .. 

follow. :-
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" ). 1'hat this Confennce reoognises that tbe prinoiple of preferential trade 

between the' United . Kingdom ann His Majesty's Dominions beyond tbe seas 
woulcl ' titlm.ulate aud faoilltate mu~ual commercial intercourse, and would, by 
prODloting tbe development of the resources and industries of t.be .several parts. 
~trellgtbcll the Empiw. ' . ' . 

"2. That this Vonfcrcnce IMOgnisC6 that, in tbe present circumstances of tbe 
Colonies. It is no~ practiC/lble to adopt II. general sy_tem of free trade as between 
tbe mother country and the British Dominions beyond the seas. , 

"n. Tbat with a view, bOlVe,ver , to promoting tbe jncrea~e of trade within 
tlle Empir , It is desirable that tbose Colonic8 wpicb LUlve not already 
IMtopterl such 1\ polio.v sbould, a6 far ILl tbelr circumstances permit, give 
substnntinl preferential treatment to the products and manufactures of tbe 
UlIit~d Kingdom. . 

"90 . 'l'hflt the Prime Min" ter of tbe Colonies respectfully urge on His 
Maj sty'8 Ooverolllent the ' expedienoy of ,grauting in the Unikd Kingdom 
preferc' nt-inJ trcatlOcllt to tbe pronucts and luauuractures Qf the Colonies 
either by cxctnptlOIl (rom or reduction uf duties unw CIT hereafter impo8ed. 

" . Th"t (,he prim" MIlIlsters present at the Oouference nndcrtak« ,to submit 
to tbeir reHpective Quvcrnmellts at the earlie.t opportunity the princivle of tbe 
r<lsolutlon, ann to request them to tlll,c ~ucb measures liS IlIlly be necessary to 
give effect to It." 

The principles of Imperial "preference 

216. The points of chief import alice which emerge from 'this 
resolution nro :-

(1) That tbe stimulation of commercial intercourse between ~be different 
PCIT.ts of ,the Empire W[\S in tho In 'rest of the Empire i 

(2) tbat the policy of preference would develop tLe rC801\1Ce8 of the seveTl~1 
partij of tbe Emplr an I thus 6l rcnllthen the whol ; 

(5) thll t tbCT 'was no qu stlOD of the Domlnlt;ms nblltlng their protectionist 
policy, nJ;ld no ill n 01 estnbUsbing free trnnc wltbin tb Empire i 

(1) thet Ibe flTercrence glve llshfJuld be wholly voluntary, and sbould not go 
b~yOlld wbnt, the c lrcum$tl\l\c::e of ~ach unit might reasonably permit; 

(5) tbnt the UUII,~d KingJolll hould. if Vossible, grllnt certain preferences 
in return. 

Its extension 

217. In pUI'Suar.CA of this resoJutioll preferential duties \V re 
illtl'Odl,c d by Nell" Z alnlld aud Soulh Alriea ill 1903 and by 
Au India ill lll07, ' but the U llited Killgdom decisil'l~ly rejected the 
policy of tUJ:(nlioli (I '0 d, through which alone .al 'Y effeolive 
)'CS POIl ~o\1ld hav b ell mude to the pre! rellce I1rnlll d by I be 
DOllli ,dUllS. A t trIO C(lJol,;ul COllfc rollce of 1907 tb que tlall 
was Oil mol' rllised J.lTominclltly. The repre elltative of the 

ominiOll "hower! 1 ho import81lcO I hey al tached to the developmellt 
of til 8)' telll alld to om respollso Oil the part of the Ullited 
K\ugdotn , but t.1l I3rit.isb -Go\' I'tlmellt erph,incd without difgui e 
that ill t,heir opinion the cil'oumst.anoes of the United Killgdom 
m de thi ' imp sible, Tho re ol lltiolts uf 1.902 were reaffirmed with 
a ,reservl\tioll by the Briti b GO\ rumeut, tbl\t they could not IIssent 
tbtlt it waR Ileccssllry or ' I ediollt to altl'l' the fit('nl Fystem of th(! 
U Ililcd Kingdom, 
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The Position of India in relation 10 Imperial Per.ference. 

21 . In tbe meantime the Government 01 India bad b &11 

consulted in 1903011 tbo question of Imperial Preference from the 
stalldpoint of the interests of Illdia . After reviewing the position 
of Indio, the nature of ber trade and tariff, alld h r commeroial 
r I tions witb the Empi re aud otber countrie@, tbeir gellor~1 con· 
Clll ion was that from all economic standpoint lud ia bad something, 
but IIOt perhaps very mucb, to offer to tbe Empire, tb t she ba~ 
very little to gaill in retu rn, and tb t be b d a great deal to loqe 
or to ri sk. 

219. Up to tbe time of tbe war therelor tbe position waa that 
be self·governillg DomilJiolJa all ga e prel renee o.t ~Ilc b rateR a8 

they considered advisable to c rtain produots 01 the Ullited king
dom, aod ill some ca es to the produot8 of other parta of tbe Empir ; 
that India alJd tbe majority of tbe Crown Cololliea bad not adopt d 
the princilJle; and tbat tbe Britisb Governm lit had d finit Iy 
etated tbat it did not see it way to gr nt preferenoe in tbo Unir d 
Ki"gdom . The III'efereuc 'S granled by the Dominions w re inteuded 
}!l'imul'ily lor the bllllefit of tbe United Kingoom. but New Zoalalld 
ext Ilded ber oOllce iOll to the wholll Empire, n.ud Oannda bas 

oluntarily granted her prefOl'eflces to New ZonlMld, I lIdi~ and 
mo t of tbe Crow/J Coloni~a. uuada blu 11.1 0 ellt r d into speoial 
agreomellts witb tbe West Indie. Anstr lin and outb Africa 
adopted tbe principle of confining tbeir preferenoes primarily to 
the U IIi ted Kiltgdom and only extending them to other Jlllrh of 
the Em\lire 8S tbe reault of negotil1.tiollA. outh AIri a bRs 
llegoti4ted agreements witb Cauada, Now Ze land and Auetrn/ia. 
Auatr liB hdos roNde all agreement only with outh AIricR, but it 
i stated tbat negoti tions for all IIgreemont witb New ZoaltUld are 
at llreleht in progreu. i n Canadll, Amtralin and New Zeuland the 
preferential dutiu~ Ilra usually Ilbout two-tbirds of tbu full 
duty, ~hough the frllcLiolJ varies con id orubly both ubol'e ' and 
below this figure The ,~outh Afrlcun prefcrenc is a mull one 
UHf! i II ually ol/Iy II rebale oi 3 per COI/t. ad 'l-a lol'c11'I . fll a 
IInruller of cu os wholl the geller I duty i only 3 per r.ent Briti h 
goods utI! udmitted freo, and- ill the othel' Domillious in the same 

ay Britisb gooll are ometimee admitted (ruo, when the ~elleral 
OUty i at \I, low rate. It mu t he rem mbered tbat in IlO oa&e do 
the Domir, ion allow these preferenees to interfere with I be degree 
01 protection which they oon8ider lIecessary for their OW" industrie •. 

The effect. 01 Ihe War. 

220. The war gal'e a great impetus to tae policy 01 conso\idatil'B 
the Empire, and in the light of the ideas ellgennered by tbe war IUQ 
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question of Imperiul Prelere'lce beg"n to be re-examined. Tbe 
Economic Conference at Paris ill 1916 pall@ed a resolutidn recom
mending the Allies to take! the necellsary steps without delllY to 
render themselves indopendeut of the entlmy countries 1'1 regards the 
raw materials and manufactured articles essentitll to the develop, 
m~llt o( their economio alltivities. This resolution raised the whole 
question of the organization of t.he Emllire as an independent 
economic unib, and it was propolled to COIiVeDe 8 conference of 
the DomiliioliS alld India to consider the commercial polioy to be 
adopted after the war. Ideas at this time were perhaps colonred 
un~uly by ~ar conditio~s, and more stress seE'ms to ·he.ve been le.id 
011 the desirability of making the Empire eelf·coutailled in the 
matter of food ~upp Jiee, raw materials and manufaotures, and 
6vnlviug a ullified policy, than on the mere development of the jn
terllbange 01 produots between the various parts. . 

Further prere~ence.. The U"ited Kingdom adol1t.the policy 

221. The projected conil'lrence was Dever belel h) the form whiob 
was apparently contemplated. But the Imperial War CODference, 
1917, passed the following, reeolutioQ:- . 

"'I'he tim bas arriyed wbell all possible encouragel1'lcub sbould be ,given tp 
tlle devetopm nt of !mperfal resources, and peoially to milking the Empire 
independent of otbur oountries in respect of food supplies, raw materials, and 
8sential industriel. With tb 80 objects in view this Conference expre86~8 itself 

in favour of:-
( I) :I'he prinQlple that eacb p rt of the Empire, be-ving due rCIl"rd to tbe 

,interests of our AIHoB. slJall Illvl1 pecially favourable treatmen an<! laeill'tiea to 
tll produce and ll)&nut"ctur '8 of otber part of tbll Empire. 

(2) I\rro.ngcmcnt8 by which intending emigrants from tb~ United Kingdom 
may be iniluc d to s telo in countriCij und ·r the arititiU fl:~g .. 

222. The mOVl.'ment towards a strengtbening of the links of 
ltmpil'efou'lJd expression in independent actiO!) taken by many of 
the membel's . Tbo most important event was the adoption by 
the .United 1 ingdom iD 1919 of tbe policy of preference, thus 
reve~sing the attitude taken in 1907. It had always beep 
re ogl1hod that preferelloes given by tbe United Kingdom, ullle88 
t\O()om'pal1ied by oonsidera.ble d partures in fisoal policy would Dot 
hl\ve any grea.t pro.otic I effect. But in 1919 the Uuited Kingdom 
without altering its geloeral tariff polioy gr&llted t the whole Empire 
pr rerential rate, wbiob were II ually five· sixth" or two-thirds of the 
lull ra te, on ndarly all ar,tioles on whioh import duties ",ere levied. 
At the aarne tim' many oE the Crown Colonies tOOk up the question 
of imperial Prefer Me, some of them h ve alrea.dy introduced 
pr fer ntl ~l rates, while it is beliel/ed that others bave them UDder 
oOllsideration. Australia and N w Zeala.nd have alao ~itbin the 
last two ye rs r vised and incu:eased their 'references, 
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223. It "at not possible (or lndi to ignore a gener I movement 

of tbi. nature, and from '917 011 W rd. the question of Imperial 
Preference bal in ooe form or anotber been before the Government 
of llldia. We have lready explained bow the re olution moved by 

ir George B rne. in Febru ry 1920 in the Imperi I Legi.lative 
Council for the appointment of " commi ttee to report II whether or 
not it i. advisable to apply to the Indi n Custom Tariff a .y,tem of 
preference in favour of good. of Empire origin," led directly to . the 
ellquiry which we have been conducting. 

(ii) Economic Principles 
224. A, a preliminary to con iderill' the adoption of a polioy of 

Imperial Preference by India it is important to obt in a clear 
idea of the economic effects of preferenti"l dutie.. Preference mean. 
th t goods from one or more bvourerl countries p y duty at a rate 
lower than the goneral rate . Whother the preferenti6l r te ie " real 
reduotion in duty or wbether the gellerai rate bas b en rrived at by 
making an addition to wh t is can idered the minimum duty, whioh 
tbus becomes the preferontial rate, j , in oon id ring the economio 
effect, immaterial. For our present purpose the preferenoe mlY be 
tre ted as a reduotion of duty in oomp ri on with the r te imposed 
on foreign countries in geoeral. The effoct or sucb a reductioo i, 
clearly expressed ill the following p 8$ ge from t~e R port on 
Reciprocity aud Oommercial Troaties pre rod by the United tat81 
Tariff Commiesion iu 191 :-

"A8 regaml economio /fect. red uctions of duty nnder the conce ,Iount 
method have dift rent con eqn nc 8 uod~r varying oo nrhtlonl of upply IU 
regard tb~ article arf~cted. Where 0. redllction of duty alrectS unly n traction 
of tbe Imporu of a p rtlculM article, a o,l tbe major portl?n of til Import. of 
tbo.t IIrtlc'" II HIll left .Ilbj~ct to th~ m In. or nno·conce slooal duty, tbe rClult 
il not only a 10 of revcull t! to the l'r 'li ury. b cau 0 of til· lower rate. of duty, 
but abs"noo ot any galu to consnmer8 . The reduction of nuty redound, only to 
toe &<lvautage of tbe foreign prvducer. Tbi8 eitn tlon wa~ exemplltird by our 
uflerl DCC wltb Hawaii, a de ailed in this report, nnder tbtl fcolprooity tr aty 
of 1 16. Tbat experlellce \Va Dot ndee<! part of a lIener I oonof88lonal polIcy; 
but It. nevertbelt!88. sllppite an example uf the working .. t a limited concetlion. 
tt, on the otb"r h nei, "Irtaally the entIre Imported IU ply of a given arttcle " 
admItted at tbe lowered eouce sional ratel , the effect i8 bat of a general rcdu~· 
\ on of dnty . Sucb a r olt ~ o.ucrt, at lea t in the more reoeot year. of the 
opera\ion of tbe reciprocity treaty with Cab, as a cons· qaencu of our oonct'l Ion 
of a redDfled datr UpOD Caban la,ar . A. shown In tbe dlteD lion of Caban 
relatlonl, tbll cooce ion rr Dlte<i in a galo to tbe Cuban lugar prodncer dnrlol 
th firs\ yeatl after the reciJlroclty arrangement went iato effect, bat bad come 
to redouGd, dnr1ac the years IlDmedl&tely preceding the EIITOpeaia war, maln'T 
to the ad"antap of tho: dome.tic cOlilamer." 

&fleet depeoda on the relali •• importance 01 the ,ouree' of ,upply 

2~O. W 0 take it tb. tb.. p ..... e expre .... aoourat.el1 the 
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eoonomio ell'ect of a preferentilll duty. So lung as a substantial 
quantity of tbe commodity conti rilles to be import,ed from countrie9 ' 
to which tbe preferential rate is not extelldeJ, tbe price oi the 
commodity wiil be regulated by tbe higber duty. Tbe consomer 
will tbus pLly the bigher price 00 the whole snpply, aud the dill'"r· 
eDces betw()en the two rates of duty wiII be equil'",lollt 10 a bounty 
to the manufacturer in the country receivillg the Pl·diul" .~IICd. \Vh'lll 
on tbe. other hal\d the country receiving thll preillr(lllCe Sllpplios 
practioally the whole market, tben the price to the COIlSUlnllr will 
be reguhted by the lower rate. The bllunty to thl! for(\i~n ml\lIu· 
f!Lotu~er will oease, IVI\! the OOllsumer will get l he benefit of the 
lower rate. The que tion th~refore whether tbe COll811m Ir i:; or is 
not ' penaliscd for bbe benefit of the fOI'eign m,\uufact.nl"ur dOPdll~8 
011 tbe relative importallce of tbe source3 of 8uPIJly. If thu portioll 
of the m rket supplied by the favoured country is large, tue burlJeli 
on tho COO$umer will be snHII : or pouibly there will be 110 .. b'lrrlell 
at all. 0 long, however. as tbe sUPllly from the f'Lv ouruo 
country is small relative to the total supply, the COIl'!Uffillf 
will suffer. 

226, It mr.y be tbought that" lIllless the consumer 'SUll'tlfR, the 
foreign manu lac urar call nut benent; tb .lt is to say, unless the 
foreigll manufacturor is able to allllOX (Ot' bimsel f som ll of the diff,)r
ohoe betweell tbe two rlltes of duty. be will not"bereceivillg any 
benefit, Tbis bowever is not a fair statemellt of the C 8e. To take 
an illustration, we may as ume tbat tbe f,Lvoured COUll try is, b ~ foru 
the grant of preferollce, sllpplying three-quarters of tbe market, 
After the prefOl'ence is given, the price to tbe cOllsumer for a time 
I"\I\1Y be regulat.ed by the higber r 'lte of duty, !loud the manufacturer 
of the favoured oountry wilh'ecei e, as has been alrendy explained. 
1\ POilUS of tbe differellce betwooll he tWO ra.tos. Tbe eff et of tbis 
bOllu is to timulate t he trade of tbe manuf>Lcturer of tbe country 
receiving tbe pr forell;;e. and ill 1\ shOl'r tim!) they may secure for 
tbernsQlves be whole mnrKllt, driving Ollt altogetber the lion· 
preferred mallufacturers. The price to tbe cOllsumer will thol! ho 
regulated by the 10lver Ol' praferentitll rate of duty. !\lId tho IlLvnurud 
manufacturers will filld tbat the price falls to 1 h~ tnt, competitivo 
level. But tboy b ve IIOt thereby III.>t tbe wbl)llI Udlillfit of the 
preference, Tbllir g in is'represell e.i by the addition.!.1 quartel' oi 
the m rket wbich they b~vo socured for them,,'/ve at the expense 
of their non·pref rred riv,ls. fhu they benefit evell when the 
consum t' bas cea.sed to sllff"r, . 

227. It will be o.pp rOllt from the 0011 iderations tated above 
tb~~ tbe arguments i!l favour of preferential duties are very .imihr 
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to those in favour of proteotive dntio . III b)t.h M e tbcl oon\lum r 
is iuvited to lIufftlr a teUlporary los . In botb is give .. th 
hope that when tho policy 8ucoeed the 10 will terminate. 111 the 
oue Oil e, however, the advlllltng~ for which be i illvitefi to BufTer 
hi tempor ry losol will accru~ to the indu trie of his OWII country i 
where 8 in the 0 8e of preferenoe it wiil a crue to the i IIdu tri e of 
the coulltry to whicb preferenoe is giveu. 

22 . Tbe all logy may be tl'llood iurtb~r. It i Gn e r~tilll pnrb 
of the soheme of proteotioll wb ioh WB h VII advoc"r d tht\t prot otio rr 
8hould he given ollly to eucb illtlLl tri.. mtlY be r -g rn cI v(\ 

08 iug a oomparative dvallt g , auo which re thel'ofore likely 
with tht' aid of the protElctiou givell to be I lbl~ ev IItuI,lly to supply 
the needs of the coulltry" ohe·\ply 1\ roreigll indll trie. Th o SlIm e 
principle should be IlPl>liod in the grllllt of pref rOil o. If" pr f r· 
once i~ gh'ell to all iucfficic llt ifl(.Iu~try or to IlU indu try wh ioh with 
the preference i not Iib)y to be abl" to supply BV ntuany the \vhole 
m rket, the preference will 0011 titute a parm nent burd II 011 tho 
consumer, and will therefore from an eoonomio poillt of view ,b un · 
justifiable. 

The revenue aspect 

229. The economio effect of a pr feraotial duty hae two Mpeot~ . 
Hithel'to we have been conai 'eriflg the duty m rely as it ffect. the 
oousumer. But the duty may I 0 affect t he Gov rum fit r lIellU . 
If the preferellti I rate is a true reduction from the g n fal rnto, 
i~ i8 clear th>\t tho oountry granting the preferential rate is sa rio 
ficiog revellue . As wo h ve indioated above, how II r, preforeflti I 
ra e8 are frequently /lot real reduotions. Pref ronoe oft n take. 
the form of raisiug the duties against tbe non·fav urod oOllntriclI 
instead of lowering them for the benefit of the favoured countri e, 
ln suoh cascs it may be argaed that the tate saorifioes no rovenue . 
Indeed it may reoeive in view of the higher r teB imposed on the 
non-favoured couutries a alightly higber revenue. But for tbo true 
economio effeot we have to look below the Burface. The bo t tax 
from the economic point of view is that which brings to the public 
exchequer all t he money extraoted from tbe pocket of t he tax·payer. 
An import duty operates to raise tbe price of the whole of the 
~mmodity sold in the oountry, whether imported or produoed 
locally. Conlequently the beat economio import duty i8 one imposed 
00 a commodity non. of whicb is produced within the. count,y. 
In thi. cue tbe whole extra price paid by tbe conBumer i. levied 
io the form of import dllty aDd reacbes tbe publio exohequer. 
The .maller tba amount imported a. comp red with the amount 
produced locally, . the am lIer ie the reveoue in proportion to 
~e tax. 00 the conlumer. It i, to mee~ tbo.e condition, that tho .. 
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countriea which regulate their tflTiffs purely for pur'poMs of reanne 
impole rxci8e duties on the borne product,joll of goods on which im
port duties are imposed. Exactly the same considerations "rise in 
the caae of preferential duties. ' We may for purposes of this argu
mOllt concentrate our attention solely 011 the I goods imported, nno 
may igllore I ,the home production, if any. It js clear that if a 
Bingle rate. of duty, JIJ imposed, the 'tate will secure as revenue the 
whole amount paid by the consnm.or . . Bnt if two rates are imposed 
and the cOllsumer pays a p rice based on the higher of these two 
rMes, tbe State does not secure' itS revenue the fnl1 '"mount taken 
from the pocket of the COil umer. The tax tbererore to this extent 
is not Boulld economically, and 'tbis unsouno eC'onomic eff'lct may 
be repro,ellted by Byi IIg that the Government loses revenue-not. 
possibly a ual revoone, llUt relative to the amount which it Bhould 
receive in virtue of tbe burden whicb it is placing on the consumer. 

230. A preferential duty, when it takes tbe form of r~ising 'tbe 
ra e ngaihst Iloll·preferrelt countries, may sometimes receive t.he 
SOppOl't of the home industry beeause it, illcrellse8 t.he protection 
whicb ·that illdustry elljoy. Hut thi is by 110 means a sound al:go
mellt for granting such prefere llce" It mpst be assumed under Out' 
soheme that the industry is already ,elljoyingtbe protection which i.t 
il oos. If, thon, this proMction is illcreased by mealls of a prefer
ential dllty, the ~e8ul & merely is tbat the cOllsumer is being' pellalised 
to an llllroaso nBble and Ulilleco snry , extent, and tbat the industry is 
receiving a larger mea nre of \iroteotioll tbau it requires . . 

231. There is ono indirect effeot of preferential , treatment which 
is perhaps wortb men tion. Tho effeot of preference will be to sti; 
mulate imports from the country wbich receives favourable treat· 
mellt. If the prefer IIces al'o importauf, this will tend to builtl 
IIp direct shippillg cOlillections between the two countries, alld 
~ a oOJ)seqo Ilce will ~ive tbe exporters of tbe ooulltry granting 
tll pref tenee some advantage ill market of the country receiv
in the preferelloe. r n other words, if imports are attracted from 
1\ l)Rrtleull\r oouutry, there will bea tendency for exports TtO be 
aU aoted to that country. Thus to some extent it may be the oa8e 
thali the grant of a preferenoe may bring some indil'eot compensa
ting advantage to the country wbioh grartte it, provided its export, 
tire competillg with the exports of ot.her eonnties ill tho lUarket of 
t.he c IIlItry to whicb . t he preferen ce i grant.ed. 

(iii) The econo~ic limitations of preference in India 
232. We h"ve explaillecl ill ~ellerl\l what we conceive to he the 

normal en Llomic effects of preft;lr IItial dutie , hoth OIL tbll ,rodneer 
ill tht' cou,i,ry rfl(}!,jvinS' tb.· pTrr r~"06, ~nrl 0/1 . rho C()I)$iln)ur in tho 



country giving it. We 1I0W have to consider tbe probable resulta of 
a policy of preference in I ndi~, ill view of tbe sp cial feature8 of her 
economic p08ition . This aspect of the QuestiOIl \VIlS e amined with 
great care by the Government of Lord Curzoll, iJlld their oOllcll1siort8 
wore stated ill their despatoh to the ecretnry of tate, dated th 
2200 October 1903 . Illite /leneral featur $ the Qnaly i of the sitll/I" 
tiOD then made holds good. The GovernIDeut of India in 1903 found 
that about three-lourtbs o'f the totAl imports into India came hom 
the British Empire. Iooiall exports on t he other htloud W(lut, fire
ponderately to foreign COlllltries. The situlltion etill is in , brolul 
outliue the same, tbough sucb cbange as hilS taken place bas bo 11 to 
the di8ad\aot~ge of tbe Britisb Empit'e, ' 'tbe 6gllr08 glvo" in 
Appendix D show that the imports from the British Empira, whioh 
were estimated at about 75 per oent ill 1903, averaged in the five 
years immediately precedillg the wllr only 69' ~ r coot, allrl in 
l~21-22 stood ~t 66'6 per oent. The peroellt l~ge of 1I1di~'s exports 
going to the British Empire hilS followud a similur comso 01 gmrlulIl 
diminutioll, In 1903 aPPfoximately 47 per oent. of Illdiall exports 
went to tho British Empire, including tlxports to HOllgkolig ann tbe 
Slrates Settlements, which were, ho\\' ev~r, destined vory largoly for 
Cbi" and Japilu. The oorrospolldiulr figure s for tho years IIltlC d· 
iug tbe war show a percentage of H'9, aTJd in 1920·21 of 43, which 
j[l 1921 ·22 fell abruptly to 37 '3. Turllillg to xpOt'ls from Illdiu 
to the U"ited Kingdom, these repre outed ill 190j I~bout 2~ por 
oeut of the total exports, in the fiv e years precedilJg the Will' the 
average peroelttago WI\8 the 81~me, ill 1920-21 it stoOt] at 21' 9 pel' 
cent, alld in 1921 · 22 it had fl\lI ell to 19'7. Coud i ~i01l8 bs \'0 Hot 
oompletely read;usted tbemselves alter the war, but the figures 
seem to iudicate, for exports a for import!!, some degren of relfllivo 
declille of the importallce of the Brili b Empire in tbo lrune of India. 
'Tbe present po itioll is tbat luelia reoeives "bOlt two-tbirds of her 
to nl importlj from the Briti sh EfI'IlIir", and ~(jlld8 10 the British 
empire, after deducting exports to HongKolI1! ntld the Straits Sottle
mellrg wbiob nre destiued for Chilill and Japall, sometbiug over 
olle·third of ber exports. 

Indian exports not of a kind 0 benefit appreciably from pteference 

233. We have shown in Chapter [ll that between ~O aud 80 
per oeut, of the imports ilJto IniJia come ullder the cluel! of articlell 
wholly or mainly manu(l\Ctured. On tbe other halld the exvorts of 
m uufactur~8 Irom India amount to ollly some 30 ver cent of the 
total exports, tho remailloer coneietill~ to tbe extevt of 4.0 to 50 
per ceot of raw material., Mid the balanco of article. cl/luified 
under the he:ui of .. Ionil, drillk and tobacco." Broadly 8pcoaking, 
thereiore, IlJdi& may b6 said to import mauu{acturell alld to elevon 
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raw materiala and food.tntl's. This fact is 'of great significance ' in 
consinering t he probable results of a system of preference. The 
economic Advantage derived from 1\ preference tend. to be more 
important, i,'1 t.be CI\ e 01 maflufacturen goods than in the case of raw 
materials. r.1anufactures nearly always meet with keen oompetition 
ill f<'reign mllrkets, nlld th refore a preference on manufacturel! is 
lIearly alwa s of valli e. The position in regard to raw material. is 
difTerellt. In the first plRce they are u ually admitted free into 
foreign mllrkets, so that the possibility of a preference noes not 
arise j in th secolld ,.Iaoe it is Iln obvio\l8 fallt that to a Illrge extent 
1 hey filld their mllrkets reaciy made, whereas the mllrket for manu 
facture has to be developed and carefully nursed. With a oom
pa1'atively smllll degree of comp ti ion to meet, it is clear that raw 
mattlriats stand very muoh less in need of preferelloe than do manu
factures, ami that the gail! to them I:>y preferen06 is likely to be 
correspondingly smaller. With regllrd to food tuffs the general 
t /ldellcy in mos countries is to admit them free, and the pos
eibilitie~ of preference are limited. 

Indian export' receiving preference in the United Kingdom 

234. These general considerations are corroborated by aD 
xamrnation of I ndian exports alld the possible advantage they could 

nerive from a system of preferllnco. Lord Curzon's Governmellt in 
1903 considered the possiblo commodities to which preference might 
bo extellded by the United Kingdom, and found tha few. if any, 
were likely to rec ive IlIlY appreciable benefit. We are now able 
to doal with the matt r on a more practica.l basis, for, as we have 

xplain d llobo\e, the United Kingdom granted to the whole Empire 
in 1919 uch pr fer [Ices 118 wero found to be consist Dt with the 
tariff policy. The only preferences of illterest to IndilL are those 
on tea, tobacco and coffe. In each of those cllse 1 he preferenco 
took the fotm of a r d\1otion of ODe-sixth of tho duty. The pre
fero nce WIlS a gelluine reduct ion from the general rate of duty, and 
wa not or ated by maintaining the existing rate for British products 
aud ellballcing it for for iglJ product. The amoun of the pre
f r nce wa reasonable. The United Killgciom early went a8 far as 
could bo xpected COli i tently with a reg\lrd for her own illtere$ts. 
, e hav to see what benefit within tho e }imitntions hns been con
ferred on Indian producers. 

Tea . 
235 , Iu the c.aee of a the valup of tbe preference gTant~ to India I. 

dl600unted by tbe fact tbat h r cbi I competitor, ylon, enjoy. aD equal 
pr fer nee. Ilctwc n them these two couutri 8 pTo~irled G pel' cent. of the tea 
nt~r d for bom cODfumpt ion in tbe Unit.d Klllllrlom In the y< aT HilS, and in 

I tl20 they rovided!lO ~r c nt. Wh· n ucb a 1 rg rercf llt ge of the tot.\ 
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supply i entitlci'l to thE' prerer~nt ial mtl', it mny a um"cl in ll~ctlf(lanee ,,,lib 
tbe g neml counnlic principles whirh w have fitntt-'fl abnv~ that tilt' pr le to 
tbe Bntlbll cou>umcr will b·· rej!u lat I by the pref rutin!' I\n,l not by the gl'D1',al, 
rate of duty. No (hrect bOllo. th~r..ror" i likely to a orn to the EU1PITC pro
ducer f tea from th ~ i3r1tl'b prdcrl'nc '. Tli Ilrhnu ':':' whioh tbl'y may be 
expect«! to <lcr lv' con8' 81 III Ill' InOT( a ,I demand wb, h tlw reduction in price 
may _cau , and in th" I'0S ibll ty 0/ Be Dr ing for tb m ~t.. the I'cmaiulng 10 
per C ·nt. of tb,! IiTltisb lDnrk t. Sut III tIll Ii rtlco lar ea {' it 1M nut IItir Iy 
clear that th~ calJlD'c "f tlj remainlUK 10 .,er c nt ... r thp Hr.tII.h UlMk ·t will 
b· of a"y gr l\ ad"anl:\ 't: to tht: Empir t. pronDeN! WllI'n the qu 'stion of 
In rlKluomg pr forenti,,1 rate8 III tilt' -ni 'd Kill .10111 turit!' \VII und r con$lder· 
atilln III } \)}U, the Inelian T.a A oClali"n .. xpr~. ~rl ~nm rloubL a to th v lue 
to them oC the ~ugge6t d pref renc. 'l'hey tbougbt thM It w uld have tll etJcct 
ot driving Java nllti inf~rlor Cblna tea out f tbe E.gII b IUlUke~ hog·tb r , 
thnt the r~snlt woulc! be t~at these IL would com Pl' , keenly In Amerle n rmc! 
other foreign mark ts with Srili b tea. lind thll. the Briti b tell exporters mlltht 
po Ibly lo>e tho e mllrk ts Bnrl woulc! th r for gain ootbing by tb pref r enc~. 
The vi IV , bowever, Me not tho e now beld by tbe Jnd iau 'r ca A ooitlotion. 
In HUH tbe AS oeiatiOIl made a specinl , reqnc t tb t (ndl sbould be g l·ant·d 
pr 'Cerenc' in tbe nurv"nn market wber Java tea wns obtaIning 118'rl(IU" hold , 
a request whicb was grau~ 1 by the anad lan overnm n , Ilnd It ('Xl'f "sed 
I elf to u as believing In the lIc!yantag of pr fcrence to the t 1\ trarl , anel as 
antlciplltiul{ good rebu lts If a prt:Cerence were grant 4 by Au lr Ila. W c!o llot 
therefore eotlors.. tll . views 'xl're cd b fore th grant of tb pr f r llee on 'll 
in tbe United Kingdum "s to its po Ible inutility. Rut ow 110 not tll1nk thM 
tbe preference on Inolan tell i8 only of Indirect advl\ntag to th lJldlan 1\ 

produccrs by way of a po SIble xt nsion of th Ir markc , nnd thaI \ ~ do~ not 
operate to increa their profit8 per pound of ~ea old, 

Coffee. 
256 . The lnd ian coffee planters are probably In a better p08ition to 

ben tit by the Brit Ibh tHef rence tban the tea plant TI, and he, bay!' coosls' 
t elltly 8&lpport~'1 the C01lceil8lon. The proportion Wllicu the (nehan sup!>ly /If 
colic- bears to tbe total 8upply in the Unltcrl Klngrlom I, com par tlv Iy 'lJIall, 

od it is po sible therefore that the Indian co11,'o I'Il\nt~T8 f'cetv 01Jl ~blng ill 
the nature of a direct b~nu. The Ind ian coffre traIl I however enll\lI com
pared to the tea tra<1e. and I~ Is not clear whether there II any large soope for 
incr afiC(! pronuctlon in lndln. 

Tobacco. 

237 . [n the caHe of tobacco, which howey l allo occupl • but 1\ minor 
p hloo among (n.han export., it wtlulrl ,eem !lkely at first Ilgln tuM tilt! 
}J tJ(crence would be of bubn"utialadvantage to the uarle. Bu~, a Will poillted 
out in 1 !.I03, tbe yatem of lay iug tce duty In the Unit.ed KinRrlom crcatlo, a dil
crimina iOIl again t {ullmn tol;acco. Tbe Iloty on tobacco In England I, oharred 
b, weight aud not by val ue. on.equently the ch aper Clrtirlc II taxed more 

'verdy in proportIon to it valu tban the mOf\! expeu Ive, anrl the cheap 
Indian tob ceo IIaY8 1\ duty wbicb II particularly heavy. Even with the pre
ference Indian tob cco r main at a d lsadvautage In tbe EngUah mark.t. Tbl. 
i a calle in wbicb a higher degree of prefercn e or a chang in tbt' .y.tem of 
as uing the rluty migbt be expected to glye a rcal .timalnl to tbe Indian trade. 

Actual and POflible G.in to lndia from Preference II Small 

23 . The above examination of tho existing preferences granted 
to lr.d ion product. in lbl' United King(lom bt'ara out our general 
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propeailiolJ tbat Indian exportB on the wbole are Dot of a nature 
capable of bene6ting 10 allY great extellt by preferential rate, freely 
recognise . that, except verhapol in the case of tobacco, tbe British 
Government has dOlle what it oan witbin itl existillg briff 6Ylltem. 
But only oue of tbe major exports of Iudia receiYes a preferenoe, 
and eve II if the tariff policy of Great Britaiu were to be modi6ed, a 
wal propo ed ill 1904, witb a view to extending tbe 6eld of pre
ferellcs, we do not think that the gain t.o IndiB would be great. 

239, On the other baud it would no doubt be possible for India 
to confer lubstaotial advalltnges on British produots by the grant of 
preferences in her market. The nature of the British import., 
which are nearly a1\ manufncturea, makes this clear. But we do not 
think Iha India could grant allytoing of great value without im
posing a serious buniell on her olt, and it would not be reasonable for 
India to incur luch a bUlden. 

lndian fear that preference must diminish protection not jUltlfied. 

240. Hefore dealing witb what we take to be tbs real objeotion 
t.o tho grallt of any exteosive s stem of prelereliceB by India, we 
wilh to mentiou two points in reBpect of which apprehenBion is 
genorally xpresscd by Indian witnesses, but which do 1I0t seem to 
U8 to justify an adverBe verdiot from the ecollomic point of view. In 
tbe fint 1)laco many wilne seB have expres d the fear th t a polioy 
of preforeno would be qn ival nt to weakellillg the polioy of protec
tion, thnt the graut of pref renc to Briti h manufaotures in the 
Indi 0 market would meau that Indian indllstrie would 1I0t reoeiv 
tb full proteotion which r quire f r th it· development. We need 
hBrdly IIY tbo.t, if suoh were the prob ble COllsequenoes 01 a policy 
of pr lerenoe, we hould, a strongly nd unreservedly s the witne88-

to wh m w hav referred, pronounc our connemn ien , But we 
b vo eXlllaineJ bove tbat Imperi I Preferenoe invoh'e no question 
of ab t D1 llnt of protectioni t polioy, and implies no idea of free 
trad within tb Emvir. The Dominions, whioh bave freely 
sr III d pr f reuc 8 to tb U oit d Kingdom, have all IIodopted a 
lIrOnOUIl d prot otioni t policy, and they b ve in "ery 01\118 t kell 
oar that the preferences grauted by them to I he U oited Kingdom 
in no wa int rrer rl with tht prot otion which tbey con idered lbeir 
own indu tri r quirod. We wi b to make it pedectly olear tba 
it i8 e8sential that, if any prefereno i p:r nted by India, it sbould 
not b Bowed in any way to dimini h tbe lull protection wbioh it 
may be d oided any Indian industry require . 

Apprehen.ions 01 lOll tbro~h relatioQ by lure,n countriel ellal,.rated. 

:Ul. The s coud appr heusiOll 01 ecouomio 108. whioh we do /Jot 
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con ioer to be jnstilierl is th t foreign cOl1ntrie~ will t"ke rotll]jlltory 
mM I1rl'1I agllinst Irldia, if rnriia exrlm\eR thrm partially from hpr 
mi~tl\kes b.v " sy~tem of preforence . Thi WM Rn BTgllment. to which 
Lord C\lrzoll'~ G:Jverllment ill 1903 at.taohlJd ,T .t importanoe. 
They r /lliaea the strength of IlIoi8'1I po ition a lin IIxporter of raw 
m tari.la wbich foroign coulltrit'8 wer inter sted in obt'lining at 
the ehe pest rates. Bllt they could not It lude tb po ibility that 
in the cl\se of some cOlllltries and in the CI\ e of cort in artiolo Indi" 
migbt be open to attack. The po ition w" r ·ex milled by t.he 

overnment of India in 1917. Rno th y cOlne to tbe conclusion that 
the oallgers apprehended by Lord Curzon's Government on tbia 

.count were lIot serion. They thought tb t tbe strtlllgth of India', 
po ition as Il sllpplier of raw IDllteriBls, mallY of which wer 
roollopolies or parti I monopoli ,had b ell under·estimated, Blld 

tha he 111dian export trane wa not lik ly to b seriou , 11 
pc judioed by IIny ret.aliatory act,ion takell by for ign oountrips. The 
po,itioll wa eXl\mineo ollce more by the Committeo of the lll)p rilll 
Legi lative Coullcil whinh WIlS Il\lpoillteo in 1920 to conaider the 
subject of I mpArill1 PreferencII . Their cOllclusion on this point i8 
• ted ill the followillg words :-

"W firs cnnl1dcr(l(1 the q ue,tion wheth T the application to th Indian 
o I.nm Tllrolt nf a PYRtP Dl nf I're f~r"nrl' III f . OI UT IIr gooO' of Emr.lr orljlln 

wnul.1 be 1lI(~ly to IlIvnl.· uy~d"ngi · r "r r~t"lIl\t.nll by cnuntrl 8 outll,] .. thp 
En'p,r"11 rc I' ct or " 0' ~x.l'ort tradp. 0 r t 1\8 Wo' IU ' "bl to ) u<l11 • we atc 
un .. \mllu. ly "f 01'"110n that In vie w IIf tbu ti t'malld tor our Taw mat rlalM, Iher 
hi nil cl "l' .. T I.tI be fpnt~t1 '0)\ thl hcore, ~I\ntl Ilmt th appr~b~nRion~ of fJord 
C: utZOu'. Government in r~RI ... ct of thl8 I'Mtlcol , MI' 'ct of tit qU~Rtion woultt 
111 I'tl: nt Clfcu.mtanc M bt: unreal. " 

242 . Tho cOlisidprl\tion which we have b ell "ble to give to the 
matter leMI8 1]8 to I be ~I\mo cOII(1II]~ion 119 were r ached by the 

0\7 rllmellt. of rnnill. ill 1917 Blirl the Committl\A of the rmperial 
LflgUativo Council in 1920 While it i impo ihle 10 MY thBt'no 
country woulo take retalintory mellSllrCll AgainAt T ndia in I he 
evellt 01 the adoptioll of II policy 01 preferelloe, WEI do not thillk 
that any COlllltry i8 likely to be abIII to flrob/lrk on such aotion with 

ny prospect of eoolloll)ic I\dvlllltBge to itself. 

243. We bave deBIt with two IlspectA of thi qne tion in regarti 
t.e> which we be 'ele thM poplllar opinioll i8 mi takell in Ilnticiparillg 
econumic 1011 10 l11di:1 from the Rdoption of A poliey of rlreferenoe. 
But we hllve howII. in 1Il1111y ing tbe l'trect of preferenrial rlltel, that 
theY'lU'e likely in m'''~ i"stancell to penalise the eon.umer in the 
,. \lntry granting tbb preference. ano it i in tblll respect. tbat. we 
nlllicip te that Any 0011 idl'r bill IIpplication of a policy of preffrelllle 
would cau.(' diatillct eoollomic 1088 to India. The great mas, of the 
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people in India, it must be remembzrcd, are poor. We have through
out ollr ellquiry borne thia cOlisidemtion ill mind. Our goneral 
recommeliliations have been framed with Ii view to cOllfiuillg the 
sacrifice which mu t be demanned of tbe indian consumer within the 
narrowost possible Ii mi ts . · I t would not be consisten t with our 
general view of .tho situation to ask tbe Indian oonsumer to bear 
an appreoiable burden for tbo benefit of Sriti h manufacturers. Such 
burden (\8 appears to llS inevitable in the pursuit of a policy of more 
rapid industrial development the Indian cousumer must be asked to 
bear . But be sbould not be called upon to bear an additional burden 
on top of this for the furtherance of illterests which are not 
pr:mnrily India.n . 

244. Til tbie connection a sugge tion has been made that 
preference should nover be given ill the ca e of an indusvry which 
11 protected in Tndia. This sugge tion is not dictated by any fear 
that the preferellce might weakoll the protection granted to the 
lndilul industry, but by the considemtiol1 tbat the proteotion of tho 
Indltlll industry already Tmpo eR a burden 011 the Illdi 11 cun umer, 
lind that, tberefore •. it is not desirable t~at a further burden shf)uld 
be imposed on him by a preferelltial rat9. which would ulldoubted ly 
take the form of ral ing the ge1leral mte above t.be level which is 

. required for purpose of protectioll . We do 110 Ihink IhIlt it woulo 
be r()1\6QIH~ble to lay down any absolute rule to thi effect, bu we 
OOlleider that in soleoting artioles 101' preferellce the e'xtent of the 
burd!))) f\lready imposed 011 the coneumer ill respeot of tbose 
particular articles ",houlo 110t be iI!1lored. 

Conditions in which the grant 01 preference might be ju tillable. 

245. In our dew it is oloar tbat if preference is to be givbll it 
roo t be cOllfined to compn.l'o.ti\'ely few commodities ane'! c 11110t take 
the form of a gellerlll pr fereutial tariff. The commodities seleoted 
must be as far Il. po sible tho,e ill which British m nufacturers 
all' ady bold all importllllt por of the market, Ilnd in w hiob the 
grant o( lJr ferclloe is likely to develop r ridly the portion of the 
markut w hicb tbey will command. 80 that tht! burden on the COil' 

umer, if ally, will be romoved at. an early date. We ba e 10 

recogl1ise however tbat 1 bere may be lew il1dustries which fulfil 
~he r quir m lits we hlWfI laid dowll. A. British industry whi Jh is 
horougbly efficient alld already commands a I r&e part of the 

lndi n mark t is not perhsp likely to tat.d in need of the impetus 
that preference would give. The illclustries hich would be likely 
to pIa e their faith in preferonce are preci elx tho 0 whioh are less 
effioient, alld the grant of proferenoe to them might impole a per
manellt burden on tb I noi 'ln COnsumer. No\' rth tlJ"~8 we 1'6COgllise 
~b Ii ther 1111\1 hI) co. e~1 P rticularly tisio& out 10f special an<l 
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mporafY oonditione, in whiob IlIrli might be in 1\ po ilion to give 
i.tanoe to Briti.b ilJduttries without ppreohble e onomi" luu to 

er elf. 
Nature of forei,n 'competition in th. IndlaD markel. 

246. Looking bro Illy "t the competit,ioll of for"i,n countries 
II tbe I ndian market, we slle rh" Ollt of 3! p r oent. of import 
eri ved from oountries out inll tb Brid h Emvire blut 1 pAr 0 /It.. 

II 1920·21 alld 13 per cellt. in 1921 ·22 (lam from the Ulliturl 
til and Japall After the e wo omBS ,T,W", the impl)rt from 

which, howe,er, oon ist of !lgar. and thllTI fore do II0t. complllill 
with import from the United Kingdom. Tb mo t earion gellerl\l 
competitors of Brit,isb mannll\Oturer therefor at the pr Ie lit 
momellt are AlDerica I\lld J"OI1I1. G"rm'LII compe Hioll ill tb 
m tt r of dye. is 1\11 import/LIlt f"cror j ILnrl bo b Germ"y rill 
B Igium are Ilompetitora of whom a ount must he takell ill the 
imports of iron lind steel. It mu t also e rem mberod that bofore 
the war German import. into India exceeded tho e 01 allY oth r 
foreign country, .and tbat tbere are signa that Germany i8 gradually 
workiug up this trade again . Japllone 0 competitioll is mailily 
confined to ootton yarn and piece ·goods . Tbo U uitorl t/ltOI SOlid. 

largo quantities of iron and steel, maobillery, h rdware alld ntlary, 
instrument., apparAtus and I\ppJiances. motor care and tobllo('o. 
wbiob may be coosidered io varying degroel to be ill com~.I· titioll 
witb British import.. Theso u s the main belLds und r which we 
might expect Britisb manufaoturers to antioipate advalltllge to 
tb m elve from the grant of prefflreooes in the Ilini II m&rkftt. 

247. We have received a certain lIumber of applicatiolls from 
Briti b manull\cturing iotereat for the gr ot of preference. Repro
lentationa have been made in relpect of dyel, motor C&r8, f'leotrical 
apparatu., tobacco, druga aod rubber tyr I, while a general allPE-al 
w 8 received from tbe British Empire Produr,era Organiaation 
impres ing upon U8 the importance of tbe adoption of the prinoiple 
of Imperial Prefereoce. We are not in a pOlitioll to make any 
definite recommendations in regard to tbe merit. of tbese varioul 
application.. But we tbink it deairable to point out certain aepeeta 
of lome of them which have come uoder our conaiderat;on. 

0, .. 
241!. Tbfo application .. bleb i. probably 01 tbe mOlt Importance aDd ",blob b .. 

beeD 1IIOt& srlle<ltl, ~ O)n our attention II tbat on beb.1f of Brltlell tI, •. 
It w .. polDted Ollt tbet tbe ID&I1IIfact.re of 'Iyet baa ~Il Dlted In tbe UDlted 

incdom .. aD looll'UY ollmperlallmpon&nce, an,l tbat CGnteqlleDce h .. 
rt~lyed a Yery .pt'clalll'eaaure of protectloD in tbe market of the _ther ClDllatry. 
The eODl\cleratlona, It I. DJge.i. bleb bay led 'be United )[1111_ &0 
Jive ipeClal ueat_nt to Ute d)'e IMat,,. ah01lld lelld Mber par" of ' ... ·.pl,. 

~6(.) 
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to do wbat tbey can to assl,t tbe 'Ievclopment of Britilb dyea. It il not only 
thAt In time of war tbe Empire .huoh.1 not b~ ~xf'olled to the rIsk of firnllng it 
~olJl.llicli (If dye~tuft. eJltlrdy cut off. Tbe dye indWltry bas a .wucb cloeer and 
more direct relation to tbe interest, and even the Balety, of tbe Empire In tbe 
event of war. It i, recognillPd tbat an efficient dyestuft industry I of tbe 
utmost Importance to the national aecurity, as iu it. absence aeliou dimculty 
mUlt be uperlenced in torujng out rapidly tbe explosives and chemicals required 
for war. From tql. point of vlt:w tb~retore the elitablisbment ot a large scale 
dye tuft Indultry i, of supreme importance to all parts of tbe Empirp. It I 
admitted tbat under preaent conditirons tbere Is no possibility of starting uch 
an Indostry In India. India, therefore, in time of war must be dependent on 
tbe dy 8tuft Indulitry of tb Unit~od KIngdom; and from tbe point of view of 
Indian Interestll It mlgbt be tbought that some belp could reasouably be extended 
by India to the Britilb in(lustry. Tbe Indian market il of great importaDcl', 
aud the Brltl,h Indultry IS at present appr bensive that it may 10 s hi' mark t 
and thereby lu1ler a leV re blow . l'be competitIon i, mainly with Germany 
whlcb before the war wa unChallenged in tbe productIon of dyeBtulb . It 18 

urgpd hat the German Inuustry, which I, aw n -organised monopoly, would 
prepared to Bell even lOt a lou iu order to drive tbe Brlti b indu try oat of the 
IndIan market, and that in any ea ~ tbe pre nt depreciation of tbe mark. give. 
the Germani an normou temporary advantag in com tition with the Briti b 
product. For t 8 r ason, and becau e the Briti8h indu try Ii Itlll to ome 
extent In it inrancy and ha not y~t r ached th 8laJ(o of · full efficiency, tbe 
Britl8h companiel II k for a pr ferenc in tbe Indian market 

2411. W recogniae tbo: Itr ngth of tbe consid ratlona put forward, bnt we 
rcall &e al.o that tb re are important arganlente on the otber side. We under
stand that In many c tbe Brlti h dye8 are not considered eqnal in quali ty to 
th German dy., and that th r fc.re by prt:f rring tbe former India would be 
Imposing a handicap not only of price, bllt f quality, on b r manufacturO:T8. 
Th competition of tbe Indian mills witb Japan in pi ce-good8 i at the pr lent 
tim so keen that India migbt w 11 be Itate to handicap her own mannfaotur r 
by forcing them to use dearer and Inferior df e. rar tbe Indian market 
la concerned thie bandi ap might be n utralised by incr flo ing tbe dnty on 
im port.:d pi ce-g od., bot uch a conr wonld have the e1Iect of peDali in th 
Indian consumer. In any 0 ,th handle p could not be r moved in tbe c of 
competition with Japan in forei gn m rket . 

260. We have .tated a Impartially al we can the argument whicb h ve 
been used on botb Ide ; and we feci that, 10 accordance wltb the prinoiple we 
bav adopt througbout this report, w cannot go any further and on th 
limited in/ormation available to UI make any definite recom mendation. We 
think tbat, if the principl ot Im perial Prefer nce i, adopted, tbe qa tion of a 
ref rence on dyes as alfecting all in reat.s might be nmined by tbe Tarift 

Board. 
Motor cara. 

261. The caae for a pr f rence on Britilh motor can Wal put hefor UI In 
writing by th clation of Briti h Motor Mannfaetnren Limited, and orally 
by the Motor Trades A oelation i '1 Calcntta. The c of motor care i, lOme
wb t peouilar. The ma'n ouroe of apply i the nited la .. hieh in 1920-2 1 

nt mo~r C to the alue of 40.6 .S!!!!. ..b,' the yalue of can imJlorted 
from the Unite<! Kingdom w 2,1 S,9 7. The c .... of can fnppll d bl 
tbe ULited ta and by lh ni~ Kingdoru i, dilft!rent . The Amerleall eare 
m lie their appeal th.. Ind ian mar t In virtue of their cheapo ,and the 
pnnl'1DOlI8 Incr In th import Ilf .llRene no,. re~nt\y bow that tbll i, a 
I otnr "blch II of thl' ntm04lt illll'."II\RcP in Turll". W" IInr\"r tl\lI.1 lIn ,ffort 
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are being made in tbe Unit(d li iIS<: m to PIII:ON ran "bleb "<'old compete 
"ltb tbe cb~ap Am rlcan car , and a pref('r~nce in the Indiu market might gi e 
a decided titimola to tbi8 mov ment. 

Machinery 

252. Witb regard to macbinery we bave 6ta~d tbat It i, deairablp. tbat it 
boald be admitted free. Bot we woald not exclad .. an xamination by tbe 

Tariff Board .. to tbe effect of Impollng a low Impolt daty Oil forelgll machinery 
"bile admitting Briti8b maebillery free. 

Ciearette. 
l!53. Tbe fea81bility of a l)fefer ace o.n cigar tt millbt allO be examined. 

In 1\120-21 tbe import rade was diVided ahno.t e ually bet", n tbe United 
Kingdom and tbe United ta ,tbe latter b .... ln a lIgbt &thantage. Tbe 
figures of recent yeare bow tbat tbe Import from b Unit d tatet bne been 
Increasi ng very largely, aad it is po ble that a ca e f r pr fer nee mlgbt be 
made oat. 

2M. 0 tor we bave sbown tbat In tbe nal-ure of tbings any pr ferenoea 
gt nte<! to India are likely to be of coasiderably 10:1 val a tban tue preferenc 8 

wblch India migbt grant to tbe Empire j aad tbkt conseqaen Iy In any 
bal nce of economic 10. ' r gain India would um\-r any II ·neral 'Y6t4!ln 
of preference be a decided lOIer. W do not bow ver wi b to lay too 
much strela 00 tbl8 aspec~ of the matter . We reallse ·that [mperlal Prefer
ence a8 betweell tbe Dominlona aad tbe motb r country ba not blth rIo 
hee n a matter of bargaIn. The Dominion. from tbe fir t gav 60ch pr -
f rence. to t.be motb r conntry as tbey felt w~ro on i t Ill. WI h th Ir own 
policy and were not injnrioa to th m Iv 8. Thoagh th y made It clrllr tll"t 

, th y would welcome any r spon e n tbe part of lh nit I K lngllom, th~y 
did not make the grant of tbeir preferences condition I on Buch a reapon . Jrrom 
I 97 to 1919 no reppollae in fact Wlla malle. Wben In IIIIU Or at Britain de Ided 
to follow the example of tbe Dominions and introduc.'{1 a pr fer ntill 'Ylt m, Ihe 
gave fr Iy 8ucb pr ferene a as sb (ell. ooul(\ b granted conllatently wltb the 
Inter ta of bt:r own p opl' and tb r quir m nt of brown tllrlft poliey. Tn 
t.be m way, If India la to adopt th~ prlnclpl of Imper ial Pref r nc ,.b rnu t 
adopt it fre Iy to tbe e~tent to wbieh she feela sb can do 0 without. (\ trim nt to 
tb paramount interest of ber own people. be receivel IIlr ady a rtliln rr fPT· 

ncrea from tbe l nlt4!d Kingdom . be r co ni I with gratltod tb aplrit In wbloh 
tbl'y ar given. be will not wilb to lonk too narrowly tn the actual economic 
a:lvaot ge of th pterer~nc 8, and ill turn be w(lulel 'xpcct tbat any pre-
ferences wbicb abe finda herself in a pn,ition to grant wlth(lut eerionl d trim nt 
to her own fntere8tB should be 7ec ived In tbe pl}roe plrit, anel aboald be regarded 

a volontary Itit and not I\~ part 0/ a baTsaln. 

(iv) Conclusions. 
Caule. of Indian HalliJily 10 Preference 

255. We have been impreesed throughout Ollr ellquiry by I,be 
almo t complete ulJanimity with wbich Indian wilnenes oppolerl the 
prillciple of Imperial Preference; and it iR importllnt to explain tbe 
au Ie which in our view undfrlie tbi antllgollism. 

(I) Fear that it may Diminilh Protection 

2M. We have a.Jready rerrrred 10 the belier elltert.irlrd by 
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many witneuel that preferellce would operate to weaken the· pro· 

. tection granted to (neliall illdu tries. This aPl,reheltsion call be met 
'by layillg down dcfinitely the principle that undor no circumstances 
should preferAnrA b \ ,,)Jowed to dimiui4h the protection which it 
lDay be decided that all jlldiall iltdustry requires. 

(ii) urden on Ind •• n C'on.umer 

267. A second argument which h!l.8 weighed with many wit· 
nesses is that preferenoA is pquivalent to the grant of a bounty to 
t.he British manufaoturer at the f'xpeltse of thfl Illdiall consumer, 
that India is poor while Brit"in is rioh, alld that it is not reasonable 
to expect the poor couutry to make a gift to t.he rich one. We have 
explained that in our opinion this view of the question i not un· 
reaaollable. and that any general system of preferenoe would un· 
dOllbtcdly impose an appreciable burden on the Indian con au mer. 
which we do not think it. fair that he should be called upon to bear . 
This argllment mlly be met by the .u ertion of a second prinoiple, 
lIamely, that Imperial Prpference sbould not involve any appreciable 
economic 108 to IndiA. In e~timating the economic 108S it wOllld bs 
reMoliable to take into account aoy economio gain which India re
cei vea from the pr Ference. granted by the United Kingdom; and in 
.ca e I\"y should be tempted to look too narrowly at the ball\llce 01 
10 nlld g!l.in, it is w JI tn rememher that India at present elljoys the 
proteotioll of the British Navy ill return for a merely nominlll 
oOlltribution. 

(.iI) Fe., that it will affect India'. Fileal Autonomy 

258. Tho maio caus howover of tbe general hostility displayed 
by IlIdi,," \Vitn e 8es to tho id 1\ of Imperial Preferellce ie, we think, 
.political. I t is bas d 011 a f eJiug of suspicion. ·There ia a fear tba 
if I Itdill accepted the principle of Imperial Preference she would find 
thn t he had parted with the lIewly.won pridlege of 6 onl autonomy, 
t,hllt ill th nawn of Imperial Pl'eferellc the tariff policy of India 
would be direct d not ill her owu illteresta but in the iotereats of 
other parh of the Empir , that if [ndia siguified her ucoeptaoce of 
til prillciple the d tails would be dictated to her regardless of her 
OWII iuterest aud wishes. 'e 1 billk that these fears are ba ed 011 Il 

mi understandillg of the true position. Many regard Imperial Pre· 
ference as meauing a unified tariff polic)' lor the wbole Empire. 
dictated, if not by the mother country, as least by biudingresolulioll 
p sed at periodical Imperial Conferences. Th!e i8 a complete mis· 
understanding 01 the real principles which underlie Imperial Pro
ference. We have howD above that Imperial Prelerellce impJiel DO 
ki"d (If interference in the tariff policy which tL ariou. Dominion 
h:ne cboEcn for thfID£ehe I and no idea of a 'ystem of freo trade 
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within the Eml'ire or any uniform tariff policy. It is true that as 
roaul of the Paris Economic Oonference of 1916 already referred to, 
the question of the org,,,,i "tion of the EmpirA a an indetlon,lent 
tconomio ullit eemed lor a time to be coming i Ito vraclical cOlIsi· 
deratioll . But the idea to wbioh the ori it of the wor gave rise did 
1I0t long survive its termination, "IJd the poliry of Imperial Prof renoo 
developed 011 its origiual lines. Ee.ch part of the Empire took luoh 
ItelJ as it felt could rea'ollably b t ken cOllsistently with ils OWII 

illtere ta to promote illlior·lmperial tl"llde nd th manur cturea of the 
mother ooulltry. This is the mouning which we atta h 10 the polioy 
of Impel ial Preference, and all our recomm udati n mUlt bread 
a referrilJg to Slloh a policy, and not to allY id a of a joillt tariff 
polioy for the Empire imposed on the variou~ compollent p rts. 

The alaurance 01 the Britllh Government reiardini fi.cal autonomy. 

21>9. But the doublers thlllk that, whatever m y be the policy 
ill regard to the Dominio;) , Iudia staud in a. difftlreut r lation, Bud 
that the priuoiple of Imperial Prefer nc may be utilise af(ain8t 
India to interfere with Q r fisoal autonomy. We would remind 
tbem tbat the principle of permittillg IlldiB to decide ber own fiscal 
policy bas been stated in the most explici term. We quote onoe 
more the reoommelldatioll made by the Joint elect ommittee Oil 

tbe Governmeut of Illdia Bill in their report on olau e 3:-
.. Wb:ltever be the right Hscnl policy for India, for th lll'NI of IlI'r on. 

IIlDlt rS a& \\'~11 a8 fClt b'r !l\IlUllfacturcrB, It is qUit 01 ar bat h· 8110U d havo 
tbe me Iiber&y to consider ber Interests as Or 'lIt 13r1laln, "\ u tralia, N 'W 

Z lall", Call Ull allli 'outh Africa . III the opinion of th orumlttl,(', til r forI', 
he ' crctAry of Sta sbould as far a p08slvlr VOid Il1'tert 'rener on thi~ lubjec:t 

wben tbe GO"crnmeut 0 Inrha Bud Its L<oglhlllturf' ar' ill agr 'cllwnt, IIl1d Ihey 
tblnk tbat bls InterventlOD, wben it docs take place, .buuld be l Imited to larc' 
guarulUj,t tho iutcrl1tltionlll Obl1glltlOUti of tb· Empire or ('"Y JliClIllluuogc:mcnt8 
WIthin the Empire to whlcb HIS Majc.ty's Government 1 1\ pIlTty." 

In bis despatch of tho 30tb JUlie 1921 the 'ecrotary of tate 
Aid that 00 bohalf of his Majesty's Governmellt he hatl IlccolJted 

the principle recommel.ded by the Joint Committee in this pa •• age. 
It is true that some doubt may be arousod by tbe worda .. any fi scal 

rraDgemeut withill the Empire to which His aje8ty' Goverumeut 
i a party," But we have expJaiued tb t Imperial Pref relloe, 48 

hitberto practised lAlld as understood by u , calillot iltvolve allY dic
tation by Hi Mlljesty'. Goverllmeut to any ortiol! of tbe Empire. 
Tbe cou ention wbicb the Secretary of State has \1udertnken to 
establish ,ius, it is true, 110 assurance tbat a policy favourEd by tbe 
Iudian Legislature will neces arily be adopted. But it doe, we 
think, give a practical auurance that 110 Ii al measures which the 
Iodian Legi lature does not ap\:ro\' e ",ill be aoopted ill India. AllY 
foar therefore that particular apvJicatiOIJ8 of a {Joliry of preference 
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can be made contr ry to the wishes of the Legislature appears 10 us 
to be illusory. Nevertheless we would put the matter beyond all 
p08sible doubt by asserting as our third vrinciple that 110 lJreference 
should be granted on any commodity without the explicit approval 
of tbe Indi~n Legislature. 

The Imperial •• pect 

260. Hitberto \l'e bave discussed this que8tion purely from the 
point of view of Indilj,'s interests sud India's feelings. But we are 
not blind. and we do not believe that Indian opiJ1ion will be blind, 
to tbe larger Imperial aspect. In di cussing the advantages tbat 
Great Britain might derive from a preference in the Indian market 
we have hith roo treated that advant ge solely from tbe narrow 
eOQI! mio a pot, al)d it has pre ented itself as an advantage to be 
d erived by particular iI),du tries or particular manufaoturers. But 
even on the material and strictly economic side tbe interests involv. 
ed are far wider than those of the prosperity of particular industries . 
We do not forget that the United Kingdom is the heart of tbe 
Empire, tbat 011 its streugtb depends the strength aud cobesion of 
tho empire, and that its strength is bouud up wi th the prosperity of 
its xport trade, which ha uabled a small island to find the resources 
which bind tog ther and uphold the great Commonwealth of 
Nations known a he Briti b Empire. Unless the United Kingdom 
maintains its export trade the b art of the Empiro will weakeu, and 
bis i a contingency to which no part of the Empire can be indif, 

ferent. Nol' again do we forget tha the communications of the 
Empire are guard d by the British Navy, and that tbe burden of 
maintaining that es otial £ervioe falls almost entirely on the veople 
of the United Kingdom. 

The sentiment of Empire 

2 1. Wbil bow "er we do oot ignore the mat rial side of the 
polley of Imperial Preferolloe, we b Iieve that the seutimen with 

hieh i i a sooial d is evell more important. I mperial Preference 
i ' r garded throughout the Empire as a means of str ngthen:ng the 
ti e which bind together its soattered units. Adhesion to the 
polioy of Imperial Prefereno i thus coming to be regarded as 
a t st of loyalty to the Empire, as a proof that the various l>art 
of the Empire look beyond their own immedi te interests and 
recoglli 0 tbeir position a p rts of a greater whole, From this point 
of vi w we firmly beli ved that Illdia should not turn ber back on the 
prinei les wbioh have beeu adopted in the greater part of the Empire 
and ar rapidly b in'g extended to the remaind r. We would not 
bave India standing in a posilion of moral i'olation within the Empire, 
The "iew bas heeu e:rpre .ed that in consrqucr.ce of India', sp('cial 
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economic situation, which wo h ~ve expl illed in detail above, and hor 
con equent ill bility to gr nt prefereuces whicb are likely to be of 
erioud economio value, suoh a gilt,,~ be might make would be reo 

g rded a8 valueless. We are oonvinced tbat suoh a view i8 wllOlly 
mist keu, and th too tho oontrary a free gilt from India, however 
arnall , would be welcomed by tho United Killgdom a a geature of 
fri end bip alld '" a proof that Ilini r ali od ber po ition as a m m· 
her of the Empire. 

Decilion must re.t with the Lerialature. 

262. We reoognise thut tbe que ior of Imperial Pref rence il 
ono whioh nan oilly bo determill od in accordanc with llldi,," 
opinioll ; aud that the llldiao view c III he b t c rtaillcd by 
referelloe to the Coullcil of tate alld tbe Logi lative Assembly, 
wi hout who e Iree COlisellt 110 u b volicy Mil b adopten . We fe I 

, c llfidellt lhat tbe llldiall Logi I •. \ture will 0011 id r tbe obligatio "' 
of ludia ill this matter Ii Ii oompouollt p'lrt of the Emvir . We h ve 
oudeavoured fO indica'e certaill prillcivles wbich should govern the 
applioatioll of the polic)', ill\rlo~ted . We ropeut tbem once more . 
In the fir t I'It\ce, no vrof ereuctl sbou ld ho gmnted 011 any article 
withollt tbe "pproval of t be Illdiau L gisl ture . cOlldly, 110 

prelereuce given sbould ill nny WilY dimini h tho protection roquired 
by ludinn illnustrie. Thirdly tbe preflJrence shou ld HOt involve allY 
I\(:precil\ble ecollomic loss to India after taking into aooount the 
economio gaill which Jlldi nerives from the preference grantod her 
by tho United Kingdom . 

Suggested enquiry by Ta,,/J Board. 

263. It is evident that the Legislature oo.n ho.rdly he asked to 
prollou nce all ovilliou 011 the policy until it ba Ro me i(!pa of the 
extellt to which it appliCILtion is fea ible. We must therelore 
r commelld that, as "prolimillary to allY con idero.tion of tbe deair

hility of llldia adoptillg the voliey of Imperial Preferenoe, an 
examioatiou sbould he made by tho Tariff Bo rd to d termine 

hether there are any oommodities on which preference migbt be 
iyen in accord nce with the vrilloiples which we have laid down, 

to the benefit of the Empire and without detriment to Indin" 
interests. 

Policy to be adopted toward. the Dominion. and Colonie •. 

264-. Hitherto in discu ping the question of Imperial Preference 
we have oonfilled ollr cOllsideration to preference. granted to the 
rno her country. With regard to other partl of the Empire we 
would recommelln a liitTerellt policy. We snneet that to the United 
KIngdom sholl Iii be otTdr"d Inch pref/}rence~ as India may find ,h .. 
is /lble to offer without appreciabll! injllry to heueff. With regard 



896 BEPORT OF tTl t 
to other parts of the Empir j W J recommend a poli~y of reciprooity 
suoh as is already adoNed by more than aile Domillioll for irlt.er. 
dominion trade reliltions j that is to uy. preference she-uld be 
grallted only a8 the resule of agreements which might prove to the 
mu ual advantage of both parties. In thi8 connection India would 
doubtless not be unmindful of tho fact that sbe already enjoys tho 
beMit ofoertain cOtlcessioli8 granted by OaOlLd" and New Zealand. 
The agreemen ts which wo contemplate \voulri be purely voluntary; 
there would be no kind ' of obligation on India to onter into them 
unlll~s her own interests appeared to dem nd it ; a'nd it is evidellt 
that politiclli consideratiOIiS could IIOt be exoluded ill determilJillg 
whether it was desirn.ble for rhni~ to euter into an economic agree· 
ment or Ilot. 

The quaslion-a practical One 

265. We think it is necessary that there should be laid down for 
Ionia fome policy of the lIature outlilled above in regard to trade 
relations wi~h other parts of the Empire. We have a.lreJ\dy mention· 
eo thlLt Ilidia. Nceives preferellces from Canada alld New Zealand. 
Vve ullder tallQ that proposals for reciprocii'y were received ill 1919 
hom ,Olle of the Dominion s. We bave I'ecbntly heell illformed by the 
Oanadiat1 GOV Il I'I'lm en t Trade Commi s iOller to Iflelia that a p'refer· 

IIC 011 motor Ollrs granted to Cnllada would stimulate the prasent, 
telldenoy fo~ the well kllown makes of American cara destined for 
the Ilidian mQrkot to be made in Canadll. alld "'ould he regarded 
68 il graceful reciprocal allt of the part of India. It see j, S prob!~bltl 
thBt tbis beneAt could be couftlrl'ed 00 Call ada without anyappreci· 
able loss to ll)d ia. 'Vo bave al~o receil·ed strOlJg represelltations from 
th Gnvt. o( M:writitl nlld the Mauritius Chambers of Commerce 
alld Agrioulture t~qu 0stil)g lh~t preference may be given to Mauritius 
sq;at in tbe Iudiall market. We fORt ise th t, jndged by ordilJ ry 
cQllomio principle. t b Cllse for a prl1fereliCe on r"huritiu8 sugar is 

not strong. Tho pl'oportion of .\buritius sugar to the total imports 
of ~ugllr into llluil\ i small. and thera app an to be little probability 
t,bn M~uriliu8 will e,\' r be abl to supply tbe whole ["dian market. 
Nor does it se()m that Mauritiu, though ",iIIillg ttl grallt. India reci· 
proca.l benefit', would b~ able to offll r anything whiCh would be of 
materia.l advantage. At the sa.me time it haa been urged that the 
m~jorityof the populat iOIl of Mauritiu8 is Indian, tb"t Mal,lritiu8 
8\1g~r is gr(lIvlI entirely by Illdifln labour 8(ld th t. 1\. large pro~lor· 
tion of it is owned by Indian proprietors. A oa 1\ like this is, we 
oll,idcr. suilable for \·xaminatioll by tbe Tariff Board' and tbe 

Legislature bO\lld thOll decide after balancillg Ihe ar/vlllltage alld 
diudvaTttages whether itwonld be to the intero. ( of 1,,(Ii, t9 t'lIt('r 
into a reciprocal IlgfeOmet lt with Mauritiu • 



The Minute of Dissent 
of the President and the Indian Members. 

The reasona which have moved U6 to write a dillsentiug minute 
y be Itated in " few word a : 

(A) Tbe maln recommendation 'bas been bedgtd in by concHtlons allli 
profllo "bieb are calcnlated to impair itl utility. 

(lI) In place •• the la0811age employed Ie h'U'beArted an I ~polo tic . 
(e) We arc uoable to agiee witb the view', n( Olll co\le&gllc8 Oil Exoi • 

Foreign Capital, imperial Preference aod tbe coptloll"loo of tbe l'aritf \jollrJ. 

2. Our firat objeotion is to the atatement in tbe Report tb&t 
II we recommood a t>OIicy of protection . to be applied with di •. 
crimination along the lines of the Report." To formulate a policy 
in thele words il open to objection because 

(1) In the fiut place. It mbee lip polloY lwith procetlur . 
(U) In tbe lecond place, by empbulliog the method of carry log out the 

polley the vital lillie of tbe problem ilob cured. 
lIII) In the tblrd place, it Igoor B the 'fact that every oountry appllea 

PlOTR TION "Ith discrimination 8uited to ita own coociiLlona. 
(IV) Fourthly, In our opinloD, tbe outlook of our colleaguel II dlft rent Ir m 

our. We do not. thezefore, f I ju tiRed In lubaorlblng to the vi w that Prot o· 
tlon Ibonld be applied with dilcrlmlnatlon .. aloog the \fncB of th lieport." 
In our opinion. there should be an unqualified pronouncement that 
the fiscal policy best suited for Ind~a ia Protection., 

S. The manifold advantagel which a polioy of inteDle indus' 
tri Ii tion will leoure to India are undiaputed and our unanimou. 
conolusion is embodied in paragraph 64:,whioh may be quot,ed here: 

"We baye conlidered generally the adva.taget and the pOl.tble dil&(\vUQ· 
which wonld attach to a con iderable developm ot 01 ImtiaQ Indn.trte •. 

We ha'e no helltation In boldlng that Inch a development won!cl be very mach 
to the ad'antage of tbe conntry .. a whole, cr tlng new ~ourCfl 01 wealth, 
en raa/Dg the acolIMnlatlon of capital. enlarging the pnblio r venup •• provld· 
io 1D0re prolitable empiorment for labonr. recluo lnj/ tbe uC('lIlyt dependence 
of the COaDtry on the anltable prollt. of agrlc.ltnre. and dnall" Itlmalatlog the 
national life and deyeloplng Lhe national cbaract4:!r." 

,. We would, however. place befor.e the country the ,oal to 
be aimed at, namely, that India abould attain a poaition of one 
of the foremOit illdultrial nation I in the world, that inlt.ead of 
beiol a lar,e importer of manufactured ,0001 and exporter mainly 
of r 11' materiall, .b. Ihould 10 develop her induttries M to enable 
her within a reMonable period of ~hne •. ill addi~ioD to mppl,iD, 
per 011'0 need .. &0 expor' ber aurphll 1Plnuf~t\lred ,ood4. Witb 

~1 



898 rUB FISCAL COMMISSION'S REPORT 
tbe n&tural advantages which Inriia POSSelSS it is by no means difficult 
to reacb this goal at an early elate. [lIdi" has all abundant sI\pply 
of raw materials. a plentiful Bupply of labour. adequate capital and 
a large bome market. All tbe requisites ior industrial growth and 
development are tbus present mucb more so tban io many countries 
wbiob have', witbout sucb advantaBee. attained a commanding 
position in the industrial world. Tbere appears to be no reason 
why India should not reaoh 1\ similar, if not a big\Jer. position . 
This goal oan only be' reached by a whole·bear·ted co.operation of tbe 

tate and of the people. As pointed out in paragrapb 58 of the 
Report," t,he tariff systelm prevailing generally througbout tbe world 
are based on the principle of protection. The State and tbe people 
co· operate and the result is great economic prosperit,y. Until 
reoently, tbo Goverumeht of India were ullable to frame a tariff 
policy which would have been in the best interests of India, That 
positioll baa now challgod . III t,he first cbapter of the R port it bas 
been \Jointed out how Innia hf\s now attained fiscal autonomy. 
The Government of India is, therefore. free to adopt, in co·operat,ioll 
with the Indiall Legislature, sllch measures as may appear to them 
neco ary for proPloting the indl1strial develo ment of lndia and the 
cOllsequent economic prosperity of this country. The IIppointment 
of this ' Co'mmission is ' the result of Bucb freedom concedeQ to the 
Governmellt of India under the Reform cherne. 

r>. Ware unanimous in recommending tbat a polioy of pro· 
tection should be adopted. Our disagreement arises from tbe fact 
that the policy of protection recommended by our colleagues is 
qualified by tbe worrle "to be nppli d witb discriminalion along the 
linea of the Report." We do 1I0t know of any other country in tbe 
world, including the British ominioll8, wbich have 80 qualified the 
polioy of protection. Wbile it is perf clly relev nt for the Commie· 
iOIl to indicate the lines on wbicb protectiOIl may be worked in 

the initial etage . the recommendation of the policy 8hould be clear 
and unequivocal. While our colleagues recommelld "a polioy of 
protection to he appliod with di crimination along tbe linea of the 
Report," our recommeudation is that a "policy of protection" ahould 
h adopted in the beat interesta of 1 ndia. The polioy baa not only 
the unanimous 8UPPOrt of the people of India, but is on tbe Bame 
linea as it prevail, in all otber proteotionist countries of the world. 

6. While we agr that the policy of protection ahonld be 
applied with discrimiur.tion, we do 1I0t think that 'any qualification8 
or limi ationa ahouM bll made 1\ condition precedent to ita !\(joption. 
We r .c gni e that. in tbll effort to 'att"in a prominent po ition in 
the indus ri I wC\rld, Illnia ~ ill have to pay a price. The economic 

, wall·being of India wbich wo aim at ill the t riff policy which "e 
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recommend cannot be · ob ained without making a 8acrifice. It il 
for this r-eason tbat we agree tbat the policy should be applied with 
di orimination. The oisorimination witb which we agree i. intended 
to minimi e luch lacrilice as far aa po sible consistently with reaching 
the goal whioh we are putting before tbe country. We do not 
ubsoribe to the condition tbll.t 8uoh discrimination should be "alnnlt 

the lioea of the Heport." 'FhA conditions laid do ... n in Chapter VII 
aP1>8ar to us to be string nt, and will entail cOllsiderable delBY in 
givmg effect to the policy" hioh WI have I1nanimouely recommended 

nd will not produce adeql1ate results. We hare the cono rn shown 
in the Report for the i IIterests of the consumer., and wo agree that 
the polioy should be applied in auah II. manner a. to reduce the 
burden Oll the consumer to the minimum neoe ary for the purpoae 
of carrying out the object in view. In the pr sent economio condi · 
tion of IndiB, JimitationB in tbe inter st of the COlJsumers Are 
neeen ry, bllt we anticipate t.hat if immedi te effeot. ie given to the 
poliey we reoommend, Jndi" will begin to grow economically prosper
ous within a reasonable Pbriod of time . It is, tberefore, neceaeary 
LO make it olear that while the policy of proteotion 8bpuJd endure 
till the goal is reached, discrimination must vary nc ording to the 
circumstances for thc time being And should not he npplied ri~idly 
along the lilles indicated in th Report. W m y poillt out bere 
that while we want . dia tn ri Ie to a commandillg po ition in tho 
matter of her industrIal development under tbe polioy of proteo ioo, 
our colleagues anticipate as a result of tbe qualified polioy which 
they recommend that "India for many y arB to oom is likely to 
concentrate 00 tbe simpler form of manufaotured good," (p ragraph 
310). A polioy which is likely only to lead to this re8ult for many 
eare to come is Dot and oannot be acceptnble to the people of India. 

ln a ll protectiollist oountries, the overnment and tho Legislature 
as representing the people regnlate the application of tho policy of 
protection in a manner most snitable to local cOllditions Alld circum
Itauoes, and there appears to us no rea on why tho d;'scret ion of 
the overnment of locli" and the Indian Legi latlne .hould be 
f ttered ill any way. The recoril 01 th ~ Provincial and Central 
Legi laturea conclu ively show that non-ofticial members have vied 
witb one another in pressing on the attention 01 Government the 
iutere ts of the masses. We can, t;herefore, COllfidontly leave the 
intere ts of the consumers in the hands of the non-official members 
of the Indian L~gislature who are repre entative of large and \ Bried 
ill erests. Vi! e .ho1)ld, therefore, recommend that the application 
of the policy of protection should be regulated from time to time by 
Buch di oriminatioo as may be Qonsidered neco8aary by the Goverll' 
mont of lndia alld tbe lndian Legislature. 
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7. While reeogniling the neeeuity of caution in the application 

of tho' principle of protllction in be int.rem of tbe maslel we do not 
think it would be right to hftoge the ~olic, ill wob a menner .. to 
lead to in"dequate relulta. We 'may, therefore, empbasile the fac 
tbat we dealre immediate effect to be give" to 'be polioy recommend· 
ed by UI in order to aebie e tbe obJect in view a. earl, 81 pol8ible. 
India'. dependenoe. upon agriculture b81 found ber in aeriou 
econOloic difficultiel. Through the operation ~f world caUlel, the 
co t of living 11'81 enormously increa-.d during recent times and 
there ia a great amount 'of mi8ery prevailing in tbe land. The 
revenue needa of the conntry bave enormously incre8l8d and taxation 
ha been raised to an unbearable level. I til, tberefore, e88entially 
necealary that immediate ltePI should be taken to' adopt an intense 
\}oJioy' o\ indultriali ation to ensure the creatlon of new 8Ouroes of 
wealtb, enoouragemellt for tbe accumulation of new capital, e.nlarge· 
me'lt of 'Public revenue. l\lld providing more profitable employment 
for labour. 

We regret' tbat our colleagues should have thought it neces· 
sary to juatily the fiscal policy hitherto pursued; there il consider· 
able differellce of opinion a6 to its wisdom or suitability. We are not, 
tberefore, prepared to aooept that portion of tbe Report dealing witb 
tbe 8ubject. We would, bowever, poi nt out that all the necessary 
requiaitll8 for industriali ation have exi ted in India for a long time 
and if a policy of protection had been adopted. say a least a gene· 
ratiou ago, if th same freedom to regulate ber fiscal policy had been 
oOllceded to Jlldie. 88 was oOnc ded to the elf·Governing Dominions, 
1 ndia would hav made by tbi tim great progress in the direction 
of industriali ation and would not bave been found in the state of 
eoonomic backw~rdness in wbioh we now find ber. 

9. The J ndustrial OommissiOl) bas pI oed on reoord the policy 
)lur ued in hldia in the following words : 

•• The com!ll~rcial in ttn<:ts of the East India Company bad from it. rarlie t 
day In tb i c unby \00 it to make varioul at mpt to improve tboBe Indian 
indll trlee from which it export trade \\'11 largely drawn, a for exa1l!ple, by 
orgAuteing lind financing tb manufactur of cotton and IlIk piece·goode and 
silk yarn, altb<lugh tbls poJIQy m t with oPPOIltion from vested inter til i 
l£ug\and, \\blcb wer t. oue time uftlciently powcrful to IM!,t that it lioould 
be su.pendut and lllat the ompany boul.t in tead concentrate on the export 
fr m IndIa of the raw rna rial nec aTY for manufacture. in England. The 

11 ot of til t traditional poltcy continuoo for orne time after tbe Company bad 
celled to be a trading body and even after It bad been replaced by tbe direct 
rule of Ihe rown, and doubtle mou\c1rd luch ubtequpnt eftom 81 were made 
In tbe tame dirrction by Go. rum nt. But 81 lai Ii·falre view gradually 
gai ned increasing acceptllnce both In England and In lndia, there 'paamodic 
effort came I ~ fT qUE'nt and the flnt.l'ftort a "I: n<ral I'ollcyof Indu trial 
u~v lopmrnt took only two fOfm -a verl mperfcct provlaion of techDlcal and 
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IIlJiIi lrial e<incation, and the oollectlon anI! dill<'minatiuD of commerolal and 
Indu rial information." 

10. As admitted in the Report, in view of her paat acbieve
ment :India's capacity'to be an indu trilll country cannot be doubted: 
The Industrial Commission founri tbat .. tbe industrial ,yatem i. 
unevenly and in most c sea inadeq.ulitely developed and the capitaliata 
of tbe country with "few notable exceptions have till now left to 
o ber countries tbe work of "nd the -profit from manufarturing ber 

aluable raW materials or bave allowed them to remain unutilized." 
If tbe Industrial Commiuion bad not been debarred from oon.ider
iog tbe question of Indian fisoal polioy, we venture to tbink that 
tbey would have come to tbe same oonclusion" IS bold by the people 
of India tbat tbis result Was to tbo polioy of free trade impoled 
upon India. If a policy duo to 

.. ve8ted .Interest. in England which were at on time euftioi ntly pow rlul 
to lnlist that ................. .. .. the (East India) Company honld conef'ntrat on 
'he export of raw materials neceuaryfor mallulactur • in England" (Indn8trlal 
Oommiaalon Report). 

had not been adopted, tbe Indi"n arUuns, wbose skill was recog
nised througbout tbe world, could have easily adapted them8elves 
to conditions produced by tbe ad vent of maohinery, and tbe economio 
history of IncUa ' would bave been differently wri tten. We believe 
that the industrial baokwardness of India is in no way due to any 
inherent defeots amongst tbe people of India but that it wae Brtifi
oiaily created by a continuous process of stifling, .by moane of a forced 
tariff policy, the inborn industrial genius of the people. In para
graph 57, doubts have been cast on the view of the Tndian people 
that T ndia waa a country of great wealth which attracted foreign 
invasions and drew to its sbores adventurous spirits from European 
countries. We would fain have left the past alone as no uaeful 
purpo 41 can be served by raking up historical faota wbioh can have 
lIO direct bearini( on tbe tariff polioy whicb is best suited to the 
conditions of India. We are, howev er, constrained to refer to the 
po 'tiOD in view of the remarks wbich our coli agues have oonsidered 
it neoessary to make for arri\'ing at a oonclu ion on the subjeot. 
The worka of eminent "'riters such a8 Meadow. Taylor, Leoky, 
Romesh Chandra Dutt, Wilson and Professor. Hamilton and Jadu
nath ircar show bow great India's economio and industrial position 
was in the past. A few extracts from tbese authorl wiII bo found 
in the Appendix. 

Excise Po)iey. 

) 1. We muat record our di ent from the policy rocommended by 
our colleague. in r~8rd t(' xciee dutiee, It may be .pointed out 
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that towards the close of tbe Middle Ages internal duties formed a' 
Bubstantial part of revenue resources; but even in those days, they 
were regarded as an obnoxious method of taxation. The more en
Ugbtened policy of the modern age has gradually swept away all 
internal duties which hampered trade and industry and excise on all 
articles excepting those whicb are injurious to public health snd on 
a few luxuries. Our colleagueJl bave ill paragraph 143 referred to 
the excise policy of various countries from which it is evident that in 
most civilized countries such duties are restricted to alcohol and 
tobacco. They state ;-

.. In tbe British Oolonies anrl tbe U nl ted States of Ame.rica excit;e taxation 
baa gradually been confined to tbese articles . Ilut on tbe continent of Europe 
msny countrlea bave applied the excise system to otber commodities, such as sogar 
and salt, while Franc\) employs not only a comparatively wide range of excise 
d tics. but allo a system of tat.. monopolies under whicb tbe wbole profit from 
tbe manufacture of excisable articles. suob a8 tobacoo and matche8, are sccured 
to the State . In Egypt after tbe establisbment of two cotton mills in 1901 
t.he Goyernment oubjected tbeir product to a con nmption tall: of 8 per cent. as 
oompensatlon for the 108s of oustoms revenue. In Japan cotton cloth is subject 
to a consumption tax whioh comprises botb an exei duty on bome prodoction 
aud a surcbargeon tbe oustom8 duty Oll the imported article.. A rebate i8 
allowed jf the (llotb is exported. Japan also leviea a cOD8umpliion tax on 
kerosene and an exoise dnty on sugar." 

12 We will state at once that in our view excise duties should be 
restricted to such articles as alcohol and tobacco. whioh are regarded 
as injurious to public health or to public morality and tho consump
tion of whioh it is desirable to check and to a few luxuries. This is 
the policy which is at present adopted by the United tates of 
Amerioa and the British Colonies. It has the support of Professor 
Flehn who argues that excise is a justifiable source of revenue when 
it is levied on articles such a wines, tobacoo, etc .• whose consump
tion it is de il'able to cheok in the in erest of the community and 
that if more revellue is required it may be jus~ifiable to impose exoise 
ou articles of luxury produced in the country, 

13. As regards the instances of Europe 1I countries quoted by our 
colleague, lIi%., exoi e on sug rand s It, it may be pointed out that 
suga'\' may well be reg rded as II. luxury and tbe question of duty 011 

salt which India I 0 levies h d led to con iderable ditruences of 
opinion and cannot, therefore, be regarded as a precedent. for a 
Iton ral xcise policy, The case of Fr nee and Japan is different. 
Fr noe has dopted a polioy of 'tate Monopolies under which the 
whole profit from the maDui cture of articles is secured to the tate, 
A polic of this kind whioh a tate works as a monopoly cannot be 
regarded a8 a guide for a corree policy ou excise matters. The con
sum tion t x on cloth manufactured in Japan canno be beld to 
provide allY precedcut {or tbe purpo e of a similar policy in Iu~ia. 
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Tbis tAX i8 levied in JapAn with tho speoific object of enoouraging 
tbe xport of ('loth .IId to economise home conaumption. uob a 
policy may be j I1stifiable i /I J pall beoauso sbe has developed ber 
indu trie8 ullder a system of higb proteotion and is able to manufac· 
ture for tbe purposes of expor. Tbis condition does not apply to 
India wbich i, hardly able to npply 60 per oent. of ber own reo 
quirem nt. We bllvo dealt witb the excise duty on 8ugar wbi b 
we regard as coming within the category of luxury. W ar not 
aware' of tile faets in regard to tbe excise duty levi d by Jap n on 
kero ene, but olle instanoe io one oountry c nnot iu tHy tbe laying 
down of an exoise polioy for India. Tbe be prio iple to follow 
appe ra to be tbat of the Britisb Dominions and this supporte the 
viow we are recommending. The only other ca e whiob remaille 
to be dealt with is tb t of Egnt. It is stated th t II in Egypt after 
the ostabli hmont of two cattail mills in 1901 the overllment sub
jected lbeir produot to .l consumption tax of p r oent. a8 campen· 
atiOD for the 1038 of customs revenue." We wieh our colle gue

h not qlloted the ca of Egypt. In view of the politio 1 oontrol 
which ElIgl!~lId Cl x·Jroi ert ov r Egypt and the hi story of ootton exoi e 
du ty in Illdi~ emb died in Ohapter 10 of the R port, the oonolusion 

pp r irresislible that the excise nuty on ootton piece ·gooda in 
Egypt WB due more to LBnoashire influence t han to any idea of 
compe n atioll for tbe 1088 of cU8toms reven lle. 

14. Our oolleague8 recommend th impo ition of exciae duties 
on oertain princirles lIoted in paragraph liS! of the Report. The 
re ooa why we no IIOt agree with th em have been atated. We may 
em pba Ise the fact th&t exciae duti es hamper indllstrioa and lead 
to undue interferenoe with local manufaoture, and it Is for tbi. 

mOlllZ t other reasons, tbnt excise duties ore restricted in almost 
II civilized countriea to the Rrtloles the can I1mption of whioh it 

i nooe ary to check in the public interest and to a few luxuriel. 
HS . We may poillt out that during the period of the war eVjlry 

belligerent coulltry was hare! pres ed to obtain revenue from every 
p ible lource. In srite of auob over·powering need a for revenue 
to rry on the WAr, none of them resorted to excile dutiea of the 
kind whiob our oollealZue8 have recommende a. a general polioy 
to be adopted in IndiA. An effort i8 mBde to meet this point in 
paragragh 146 of the Report, but we do not regard it ae in any 
way oonvinolng. Tbe United. ·tate. of Amerira haa gone dry and 
till no exci,e dotie til the kind reoommended have been impaled. 
ven if a large portion of the people of India .bstains from indulg· 

iug in intoxicating drinkl, 0.1 i implied in the .tatement in tbe 
report" we have pointed out nbove that the Brit; h Trealory j. able 
t~ ta~ the glllleral pupul tior! },J meane of heavy exei,. dutie, on 
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alcobol, and tbat tbia exoise does not hl\ve the aame wide inoid6fl06 
io Iodia," it cao bardly be regarded as ally reason for imposiog 
excise duties on the Iine8 recommended. It cannot be oontended 
that the /loed. of the Indian exchequer oan poaaibly compare with 
the needs of, the belligerent oountries during the war, and it muat 
be obvious that when nono of them resorted to this form of taxa· 
tlon, it oannot be justified ill India I\S a general polioy. In thi. 
conneotion, we would invite attention to the oate of England helSell. 
England rai8ed revenue several times larger than the amoullt ahe 
colleoted before the wl\r . She imposed a duty of 33 and one·third 
per oont Oil imported m()tor oara but liid r.ot put any countervailing 
excise duty on ' Iooally manufactured oars . England haa been a 
free trade country and t he princi ples of that policy coupled with 
the over-powering needs for revenue would have justified the 
impoaitioo of oountervailing excies duties on looa.lly manufactured 
oare. The faot, however, rem l\itls that sbe did not put allY exoise 
duty on oa1'8 manufactured in E llglalld. This instance alone is, 
in our opinion, 8uffioielltly oonolusive to show that the fllroise polioy 
reoommended by our oolleagues in regard to local manufaotures 
oannoL be jU8tified . . 

16. We bare witb our oolleagues the oonoern for the intere.ta 
of the OOD8llmerB in regard to r.he applioation of 1\ polioy of pro· 
tection. We should like, however, to ask how thin concern is 
oonsistent with the excise polioy which they have recommended. 
They propose that-

"when I\n indu.try T quires protection , I\uy further nee ssnry taxation on 
Ita product may , if other coud ttloD8 are flli fi ll ed, t.l\ke the f llrm of an e)loiee 
duty PLUt'. an add itional import duty. The lath'r should lully countervaIl the 
fOlmer nd mlly b<) pitched til li t tle high r Tille." 

One of the conditions referred to is that "exoise duties should 
ordinarily bi confined to indu triel which are concentrated in 
large facoories or small arens." Coupled with this oondition is 
the reoommelldatiQn in pl\ragragh 170, viz. , "if, on the other band, 
Government bold that their revenue requirements make it bli,a
tory to levy taxation on cotton cloth in exceS8 of tl:i'is amount, it 
will be necesaary for them tQ formulate propolals in accordan06 ith 
the pl'illoiples we bave explained, nd to lay Lhese propoull before 
the Legi,lature." The etreot of theae recommeadation. with regard 
to an xCKe duty 00 ootton piece·goods is ae follows ;-

17. A Buming that the Taritr Board deoides that a protective 
dut, of 10 per ceftt. is required for the textile ioliultry and ' tbe 
revenue requirements of Government make it obli,lltory to levy 
exoi.e taxlltion 011 cotton cloth to the extent of 1) PH cent., the 
import dllty will b"vo to be r iaed to appro~imateI1'7 per c,e"t, 



rHB MINUTB OF Df$8BNT 
be price of cloth wi11 thus rile to a puity of 17 per cent. Tbe. 
onomic condition of india is admitted to be euob tbat large 
rt of the popullltion is undor·olotbod and under-fed. It ie a 

rell-known fBot that prioeg of cotton pinoo-goodt h ve considerabl, . 
i80n duriug reoent yeau alld tbe tllfdCG oi it on tbid artiole of 
ecel8ity may be judged from the .peech of our oolleague, Mr • 
. W. Rhode. in the Legislative Asaombly. He pointed out tb 

be verage conlumption of clotb in Indi bf.'fore the WBr W"I 
1 yards per head, while in \920-21 it h d gOlle down to 10 yarde. 

be consumers in India will h vo to be r th neoe saty burdeu in 
he ider interest. of the country, a n result of tbe protective 

policy wbich the Commis ion hus recommellded. To sugge t that 
further burd ells should be imposed upo n them by iuore sed import 
duties for the purpose of coulltervailillg exoi e duties is bardl, 
~on.isten t with the interests of the oonsumers, m uy of whom ba~e 
to be content with insuffioient olothillg. 

18. Our oolleagues have referred to the power whioh the 
Central Legislature exeroises under the Reforms and have stated 
that the question of cotton exoise duti es sho\lld be leFt to the 
decision of Government and the Legislature. We have already 
reoorded our oonfidenoe in the Central Legislature in reguillting the 
polioy of protection and we 1V0uld have unhesitatingly acoepted 
heir recommendation if the polioy of exoise dllties, as reoommended 

by our colleagues, was sound in prinoiple. The exercise of di oretior/ 
i. on ly possible in matters whioh are soulld ill prinoiple. We bavlt 
,hown that the excise polioy s recommended by our colleagues is 
un ound in priuci ple, and the question of the di rootion of tho 
Legi lature c unot therefore ari se. As, however, the constitutional 
que8tion Las boen raised by our colle gue., it is necessary to note 
what the actual position is . In all countries enjoying re ponlible 
government the Legislature is wholly elected and the executive 
gov"rnment i. responsible to the Legislature. Durinlt the trnnsi
tion I period t he position in India Is different. The Government il 
not responsible to tbe Legislature, and that body is not wholly 
elected. The budget estimates are prepared by the Executive 

overnment and important items are non·votable. Even in regard 
to t be iteml which are lubjeot to the vote of the Le,illature the 
pOwer of reinitatement velta in the Governor-General. The oon
ltitution of the Legialature a110 requires examination. There are 
US memberl iD the Le,ielative Altembly. A .. umin, that ever, 
member il proteDt-experienoe haa Ihown that thi. haa not been 10 
in tioe-f7 DOD-offioial memberl CAn, with the help of the official 
\ ote, out-vote 71 non-official membell. It mUlt be obrionl therefore 
fh t the relult of • vote in the l~i.l.tiv~ 4,"mbl" uDle ... bere i. 

67(CI) 
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a clear majority of non-official members, cannot be regarded a. 
representing thtl views of the coulltry. If the policy of excise 
duties, &s recommended by our colleagues, was Bound in principle 
and the vote of the non-official members of the Assembly had a 
binding etrect we would have no hesitation in accepting the recom · 
mendation to leave the decision to such vote. We, however, hold 
that excise dutiel beyond the limitation indicated by us are no 
sound in principle. We, therefore, reitera.te ollr couclusion that 
excise duties in India should be restricted to alcohol, tobacco, and 
such other articles, the consumption of whicb it is rlesirable to check 
in the interests of the community, and to a few articles of luxury. 

Cotton Excile 

19. We have lIothing to add to he history of the cott!>n excise 
duties contained ill tbtl Report, but we do not &gree with the COII 

elusion arrived at. Our colleagues provide for a possibility of exciso 
duties bcing levied on cotton piece· goods and other artioles of 100111 
mauulacture which is opposod to tbe policy generally adopted by the 
civili ed world and is contl'ary to bA conol'lSion which ;'ve have 
come to in re>gard to the general policy of excise duties . 

20. The Indian point of view is conclusi\'ely shown by the evi· 
dence of witnesses who appeared belore us. It is that the people 01 
India are opposed to tbe levy of cotto II exoise duties eitber to 
countervail the import duty or for revellue purposes. uestiolll 
were asked by members 01 tbe Qommission a.s to wbether they 
would agretl to the imposition of an excise duty on cotton pieoe· 
goods for revellue purposes, and the answer was mostly an emphatic 
negative. Tbe debates ill tbe iodian Legislature have proved 
beyond doubt that the sentiment of the people of India is opposed 
to this form of taxatioll. It has been admitted in the report tbat 
exciH duty 011 cotton piece·goods is no longer fully countervailing 
and that in spite of this fact "tilt great majorit1l (of witnes es) botA 
Indian afla .J!;ttyopean have d ma'ldtd its abolition." 

21. We have pointed ont in the previous chapter what in om 
opiuion should be the policy in regard to excise duties snd we 
believe that oorrectly represents the Indian view. We oannot 
understand why our colleagues have recommended that-

.. the Briti h Government hould announce ita intention of \lowing the 
Governm nt o( Ind 1\ to decide the queation in agTeement with the Indinn 
Le i~ll\ture _" 

This recommendation casta a doubt upon the fi cal freeJom whicb 
India baa already attaiued. The recommendation made by our 
colleaguee ia io contradiction of the hi tory embodied in Cbapter ( 
of tbe Report ebowing how Junia hus IIOW become fiscally free. In 
11 ragral'h 4 of the Report, reference is made to the Despatch o~ the 

I 
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ecrelaryof State dated tbfl 30th June 1921 in whioh he says that 
e ba accepted on behalf of His ~ltfoje$tll's GOtlerfimefil the prinoiple 

recommended by the Joint Committee in their Report on olause 33 
f the Government of r ndia Bill. T ndill is, therefore. entitled to 
egulate ber customs tariffs 1\8 is most suitable to herself and it 
ppe rd to us bighly prejudicial to the interests of this conntry for a 
ommi sion like this to suggest that any such 8nnounoemsnt is neoes
ry before action can be taken in the matter of cotton exoise duties. 

22. Our oolleagues prooeed to point out the financial diffioulties 
I the Government of India. We conoede that uob difficulties do 
xist, hut it is necess ry to point out tbat the COttOD exoiso duty 
us not imposed for revelJue purpo e', th t it was levied purbly to 
propitiate Lancashire alld that the amount 01 revenue reoeived has 
ubstantially increased during recent year ill oonsequence of higher 
rioes 01 piece·goods as the resu lt of war conditioll8. rt mllY be of 

'nterest to note that the average annual revenue Irom ootton axor 0 

uty for five years preoeding the war was only R . 4 ,44,100. III 
tbar parts of the Report, recommendatiOIlS have beeu made to 

abolish certain duties which w re levied expressly for revenue 
urposes, and the followill g statemont shows the effect of such 
ecommondatiolls 011 the revenues of the overnment of India. 

Abolition of export duty on tea GO lakhs. 
Abolition of import duty on me.chinery 101) lakh • . 
Aboli tion of import duty 011 raw m terinle 61 lakhe. 
Aboli t ion of import duty 011 coal I> lBkhs-
Abolitiou of import duty 011 hides and skins 62 I khs. 

2931akhs. 

A furtber recommendation is that s(l mi ·mallnfllclured goods u8ed in 
Indian industries should be taxed a8 lightly a8 possible. The esti
mated income from ar ticles wholly or mainly manufaotured i8 
R8. 4,77,00,000 whioh will, if the reeommend'ltion is accepted, be 
reduced by all amount which oan hardly be negligi Ie. 

24. It will be observed that re\'enue considerations have not 
deter red our colleagues from recommending tbe abolition alld 
reduction of tho e duties which have heen specific lIy impo8ed for 
revenue pur po e , nor have t hey prevented them from recommending 
p ym nt of boullties and subsidies. It is only when the question of 
a liBbing the cotton exci8e duty i8 conoerned, that their keen 
IIOl icltude for Government revenuu maniltlts itself. It haa already 

en pointed out that ootton excise duty i not levied for revenue 
pUrposes, that there i8 an overwbelming feeling amongst the J ndian 
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public to abolisb tbis duty and that the Government of India 
have already declared their intention of removing it, It ha. been 
onanimouply decided that. thfl Commission i. not in a position to 
determine what amount of protect ive dut.y is necessary in regard to 
any article q,nd the outy of enquiring into and making recommend", 
tiona on the subject ha been left to tbe Tariff Board, The wbol 
case for exoise duties has been baaed on tbe revenue requiremen 
of the Goverument of India, It appears to us that the re,,1 remedy 
to put Imperial finance on a sonnd basis is to tl\ke immedil\te 
measures to fill the reservoir of r ndia's national wealth from which 
, tate revenue can be easily drawn, The beat way to replenish the 
res rvoir is to stimulate industrial development by a policy 01 
protection, We may quote in this connection the case of the United 

tates 01 America and JalJan, 

The followillg statement furnishes the growth of state revenues in 
tbo e COUlltries, 

TATgS OJ' AMlinlC. J.P. 

Ycur I Duties 011 cted Year Dutle Coli cted 

Million. of dollan Thou anns of Yen 

1 70 191 ' :; 1916 33 ' 22 
1 75 11>4'0 1917 33'019 
1 0 I 2'7 191 61'696 
1 5 17 'I 1919 69'435 
1 90 22 ' 5 1920 74'414 
1 95 1296 
1900 229 '4-
1906 2 7'1 
1910 326'3 
1920 30 '0 
1921 2750 
1922 330'0 

Tbe bo\' e figures peak for tbemselve, 1 n our opinion, tbere, 
for. the re I remedy is to improve the economio condition of India 
by promoting ita industrial advancement and no by imposing 
exoise duti s on local manufaotures, 

211, The revenue dutiel-and 11 per oent on textile. i. a 
revenue Qut -have been impolled without reference to their pro
teotive effe t and suob duties have beeD levied irrespective of tbeir 

!fect on loral manufaotured good., A duty of 15 per ceo' ia 
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imposeil on articles wholly or mainly manulaclured, 23 per cent 
on ugar and 80 per cent on silk piece-good. Tbough sugar may 
well be regarded as an artiol of luxury and 011 whioh excise dutiee 
are levied in 80me coulltries and ailk pieoe·gooila are clalaified 
amongst articlea of luxury, no xciae duty il levied on any of theae 
articles. I t is difficult to under tand wby ollr 00lleague8 have 
sbow n in view of all tbese f!icta so mucb conoern about OOttOIl excile 
duty wbich wa admittedly imposed not for revenue! purpoles but 
for otber well-known rea ons. 

26. As already pointed out, the British Govornment baa not 
impo ed any excise duty on suob an article of luxury as motor 
cars wben abe le'Vied 80 high a duty s 83 aod one-third per oent 
all their import. If the Government of India desire to maintain all 
impor duty of 11 per cent on textiles for the same reasons M they 
levy import duties on other articles they may retain it at that figure. 
If tbey consider that they ClUl roduce it to 7'(j per cent or any other 
figure, they are perfectly free to do so; but we hold the emphatic 
view that for maintaining India's self-respect it is oecessary to 
abolish the cotton excise duty. 

27. Our colleagues subscribe to the suggestion of a olean alate. 
If that is so, then the conoluslOn is inevitable that the cotton excile 
duty must go. This is the unanimous sentiment of the pcople of 
India and sbould, we thiltk, be given effect to immediately. 
Whether anything should be written in the slate again after it 
ha been wiped clean must depend upon the policy of exoi.e dutiea 
I id down for this oountry and in regard to which we havc expre.a
ed our vie wa in the previoua chapter. 

2. There is one aspect of the question to whioh special atten
tion should be drawn. When, in consequence of the fint gift of 
.£100 millions which India oontributed for the prosecution of the 
w r, India. was allowed to raise the import duty on cotton textile. 
to 7'ri per cent without raising the excise duty on ootton pieoe. 
g oda manufactured in India, a storm of protest waa raised by the 
L Dca hire intere t in Parliament which led to much embitterment 
of feeling io India . Again, in 1921, the need of revenue became 
in istellt prob bly owing to the lOIS IUltained by the polioy of 
Re\'erse Councils and the import duty on cotton textilel wa. railed 
to 11 per cent. The :;;itation which was carried on in England il 
well-known. The Report record. the fact. in the following word. :-

"The whole que tion i, permeated witb JDlpicloD aDd rellent_Dt ; aDd 
tb feeling bave been kept alive by the aetlon taken by the repreteDtati.~ 
of the Laneasbire cotton indD,try in 1917, in 1921 and again witbin the lut 
few montb , the ,),.tem wbicb the!: Inflnence bed for 10 manl yean impoted 
upon India." 
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29. We sbould like to invite attention to tbe political effect. 

in IlJdia of sucb agitation by Lancasbire representatives. It is, in 
our opinion, essentially necA88ary tbat cordial relations sbould 
lubsist between India and England. The impo ition of cotton 
excise duties is one of the principal causes of estrangement between 
the two countries. Far-sight.ed statesmanship demands tbat tbis 
cause should be removed. Tbe Indian seutiment on the question 
is decisive. The evidence placed before us conclusively proved 
this. It would be unwise to deal with tbe question by resorting 
to expedients wbich will not be acceptable to tbe Indian people. 
Tbe best mode of promoting cordial relations and better under
Btandi ng between tbe people of the two countries iB boldly to face 
the problem and in ~ sVirit of politic I sagacity to abolish tbe 
cotton exoise duty at once. It is needless to point out tb~t unless 
this course is adopted, Lancasbire will not cease to agitate on tbe 
subject and such agitation will be a constant source of ill-feeling 
between tbe two countries. 

Imperial Preference _ 

30. We recognise tbat Imperial Preference is a means of 
strengtbening tbe ties amongst a Commonwealtb of Free Nations . 
The exchange of trade amenities, not in a spirit of bargain, but 
as a free gift, has the effect of cementing the bond amongst free 
natioos forming a Commonwealth . I t may be pointed out in this 
connection that the Dominio ns conoeded the principle of prefer
ellC after tbey had attained full responsible government "consistent 
with th ir own iniet'es fs and not injuI'ious to tll41nstlves." Great 
Britain followed ill 1919 and "introduced a preferential syst m. 

he gat" ft'ce ly SlIch pl'ejl'f'ences as she fe lt could be granted con
i tently with the illterests of her own people and tl", requiremellt 

of h r own r tal pol' y." Great Bri tain and the Dominions are 
nbl to regulate the policy of Imperi I Preference on tbese lines 
beoause they are poli tically and fi cally free. The principle of 
Imperial Preference implie the uncontrolled power of initiating, 
granting. varying nd withdrawing preferenoe from time to time 
consi ently with e ch country's inttlrest and on lines wbicb are 
not injurious to itself. India must therefore p06seS8 the same 
supreme powers s re enjoyed by the Dominions before Imperial 
Prefer noe can be ome for h ram tter of practical politios. India 
has not y t r ached ominion statu. he is in a transitional 
stsg . ber Go ernment is not responsible to ber Legislature but to 
the Briti h Parliament, Any acceptance in practice of tbe prin
ciple of Imperi 1 Pref renee would make her liable to measures of 
preferenoe at time when she is not entitled to determine them 
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by the vote of a wholly eleoted Legi lature witb ber Govern. 
mellt responsible to suoh L'Igislature as is tbe oase ill all tbe 
Domilli'.>us. 

31. It is an admitted fao,t that the Dominioos ba e regulated pre· 
fereDoe a it bas suited tbem from time to time. The British polioy 
in regard to the grant of preferenoe to Ilidi n tea bas been on the ' 
same lilies. 'Ve do Hot wi b to enter into tbe controversy as to 
whether reduoed import duty on Indian tea is real preference or not. 
III 19115, a resolution was moved in Parli mellt king for a reduo
tion of import d'lty on Illdian tea. The mover clearly disclaimed 

ny idea of basiug it 011 Imperial Preference, but urgod tbe reduotion 
on tbe ground that as tbo Indian te \vas consumed by tbe poorer 
01 S90S, it would be a relief to tbem. MI'. Lloyd George, who was 
then the Chancellor 01 the Exchequer, oppo ed tb re olution on the 
groolld that it would be cOllstrued as preference and might lead to 
retaliation by Cbina whioh was a large buyer of L'\rtellebire goode. 
Tbe poillt t,o wbich we 'wish to draw special attention is that wbile a 
preference of 2d. per poulld was granted in 1920 21, tho budget eeti
mates for 1921-22 rednced it to 1 and balf penoe. We mention this 
in order to cOI~firm the prinoiple underlying Imperial Preferello that 
the country granting it has full power of init,iating. granting, varying ' 
alld withcil'l\willg preferellce as it suits the interests of its own people. 

I1ch power Illdia does not pos ess at present. It does not enjoy the 
powers whioh a member of the Commonw alth possessiog Domillion 
status doos. The logical cOllolusion, tberefore, is that India oonnot 
Mocept the priuciple of Imperial Preference until ahe b 8 attAined 
responsible governmellt, and is able to regulate her fi oal polioy by 
the vote of a wholly eleoted legislature. 

32. The Report summarises the preAcnt economic condition of 
Indi , and the concluaioll arrived at i embodied ill paragraph 257. 
After rocording tbtl fact that m03t of the witne ses expressed tbem· 
selves sgaillat the prillciple of Imperi'll PreferellPe, it states that 

"a aecund argument which has weighed wiLh many wltnel I, that pre' 
fer nce i equh'aleut to the grnnt or a bounty to tbe lIr1tlsb manufacturer at 
th · expellllu of tbe Indian con umer, tbat India is poor while BrItish I, rlcb. and 
tbat It il not r a~onable '" eXIJCct the poor country to make a gift to tbe ri('h 
onc. WI! bave xplain'!<l that in nur opinion tbls view of th que8tlan I, nllt 
unr ouable. and tbat any geo ·ral system of pre~erence would undoubt clly 
impole an additioMI burden on the Indian con Ilmcr. which we do not think . 
It lair tbat b .. shOUld be callI'<! upon to bear. 'fbis argument might be met by 
tbe a reion of ,. kconel prlllC;lple, namely. that Imperial Preference .bould noli 
in'olve auy a,'preclable 10 to India." 

33. India caoMt be called upon at present to Inlier any econo
mio 10 a as sbe is "oot alld ILl I h~ con.umera will bave to bear 8 cer

in amoultt of burden ill the larger intere.ta of tbe country under 
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a policy of proteotion whioh we are recommending. If this policy 
i. givtlll etrect to immerliately. it is likely to become fruitful within 
the nOIt fow yean and the economic condition of the people will 
improve. Illdia by that time will have at.tained responsible govern
ment. whicb hal been promised to her; theD aa a Self·Governing 
Member of the Commonwealth sbe will, we feel confident, be ready 
to adopt a policy of 1 mperial Preferellce. 

34. Paragraph 2M of the Report rocords the fact of the 
"almoat compl te nnanimity with which Indian witnesBes Oppoled the 

pritlciple of Imperial Prefer !I.e ." 

One of the prinoipal reasons for this opposition is, in our opinion, 
the fact that India i8 lIOt froe, i .e, does Dot enjoy Dominion statuS 
ill the Emvire. The HOII 'bie Lala Harkishen Lal poiuted this out 
ill bis ovidtliluti. He exprossed himself ill flwour o( the principle 
of lmperial Preference on the disti IlCt cOlldition that the political 
status of India should be the same I1S that of the other partners in 
the Empire. Captain assooll also favoured the principle but COli' 
ditiolll1lly upon the right of 1 ndia to withdraw suoh preferences 
when her interests required her to do so. It will be obvious that 
Iudian soutimout is prlloticBlly unBuimous Bgainst Imperial Prefer· 
ence in view of lndi 's present political status in the Empire. The 
conclusion is th refore illevitable thBt this question can {Jnly become 
a matter of practical politics when the promi ed g01\1 of responsible 
government is reached. 

35. (t mBY well be arguod that while subsoribing to the princj: 
pie of Imperi I Pref rence our cOllolusion leads to the po tpone
ment of its applicatioll to tuo time wbell India ttaills ber full status 
iii the Commonwealth. This i8 practically the ullanimous view of 
the people 01 India W t3 are, however, of opinion that the Indi"n 
view would 1$0 favourably illclined to accept the immediate appli
ca,ion of the principle providod oonditioliS I\re created to plaoe 
India at onoe on the same fuoting B8 the elf·Governillg Dominioll8 
in this matter. It may be poiuted out that in 1918 when the Gov· 
erllmont of India propo8ed a further gift of about £41> millions to 
Great Britain for the prosecution of the war, they left the decl iOIl 
to the vote of the nou·nffioial membera of the Imperi I Legislative 
Oouncil. It is therefore pouible even under the politioBI Itat I 

whioh India now enjoys to so arrange matters a8 to bring about ill 
practice the po ition which the Dominion8 ououpy. We will there
fore recommend tbat the power of illitiating, gr'&lIting, varying and 
withdra,,.ing Imp rial Preferenoe in regard to every article should 
veat by leli.lation or other equally etreotive means ill tho nOD·offioial 
member of the Legielative As embly. They will thul be empow('red 
by uon·om i~1 oto to reBulate be polioy of Imperil.1 PNforence with 
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perfect freedom on the lame lines as those enjoyed by tbe elf
Governing Dominion8. 

36. In paragraph 221> of the Report, it is stated 
"wben the couutry receiving tbe "rder""ce uIIl'IIc8 practically the wltole 

Tte', tben tbe price to the cUII.umtr will b.' Tt:l!ulntet/ lIy th" lower rate. 
The bouuty to tbe foreign manufacturer ,viII cell ~nrl the COil um'r will I!c' 
We benefit of tbe lower rate." 

In paragraph 226 it is stated that 
"alter tbe preference is gi vell, tbe price to tbe con OIlV'r fOT 1I time may be 

reg I ted by tbe higher rate of duty allfl the m!\rl ofaeh\r~ .. 0( tlte fav\lur~J 
country WIll r eceive, a bas 1J~'tl1l ulready eXl' laill'd. a bOllU8 lIf tue diff.-r 'lIce 
between tbe two ra~8. Tbe elI~cl of tbid b"uu~ IV 1,1 stlmllllLttl tit' tmll' ut thu 
maoufactu rers of tbo country recelvllIg tlle I'rc!.!T uce aud III a abort time th~y 
may ecure for tllemsc\vcd til wlI,,1 !Dark- t, <lri-(.i" , nut nltngcther thl' nnll. 
I, reterred mallu'l'acturt!f. Tlte I'flC\! to tll~ ulin um"r \\"111 tltcH IJo rl'~u l ll t "rl 
by tbe lower or prd~rcntlal fa&c or liut.y, nn I tl.!\! favoured fQanuftlcturN~ will 
ri ud ,ti~ !,tlC\! fall~ ,,, ~U" true o"'0j.ll:C1t.vc ItVcl. Uuc &1I ·y bave not th o rehy h'bt 
lhe whole benefit of the preference. Tb~ir glLln i~ repre elite<! by tbe addltloual 

u rter of the market wbicb tbey have 8 cure-l for themselvea lit tbe oxp ns' of 
tbeir non· preferred rivals. Tbu~ tbey benefit even when the C0118011l1'r hlLB 

ceased to suifer." 

87. It is contended that when the whole supply arrives from 
the preferred country the consumer will oeaso to Buffer. This is 
contingen t upon there being in' the preferred oountry uffioiellt iuter
n I competition to regulate the prioe on a competitive basis. I II 
de ling with the policy of protection attention haa boe:l drawu to 
the danger of a po sible com~illatioll of m nufaoturors for the 
purpose of exploiting the domestio oonsumer. It is further atated 
(p r graph 6) that a protectionist system oertailily gives an oppor
tunity (or undesirable forms of combination. 

" In a tree trade oountry no combination of manafsetaron i. able to keep 
price of a commodity above tbo world pri • It all the manuracturen of a 
I' n lcular country agreed not to sell below a certain price the only I!tfect would 
be that tbelr bome market woald be captured by tbe foreign manufacturer8 

lling at tbe world price. The c u of the protectloullt countries ie dllIerent. 
Here we have ;. tarit! wall alIording. wbcn tbe foreign manufaaturer. have been 
partly or wholly excluded, a certain latitnde of prloe to tbe home manafactaf~r •. 
If tb latter do not combine, the hOllle pric will be rellulaterl by tbe c.rdinary 
co ltions of internal competition. Bot by mean8 of combinations, It 18 POI
. ilJle for the bome manufactarers to keep the price dietinlltly above tbe true 
competi tive level without Inviting foreign competition." 

The Report pointa out varioue remedies to be applied in the 
event of eueh a combination materialiaing in India . Under Indian 
conditione auob combinations are a remote contingency but in 

vanced countrie. they are far more p08sible. Applying thi. 
au ogy to preferred countriea the Indian eoneumer is likely to 
ufter heavily when by meane of preference tbtl competitive 'orei,n 

manufacturers have been exclQded and ~he vrieee aro lP.in~Ded 
68 
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at a bigb level. Tho case of the mOllopoly in "shipping" is a d".r 
iliitanee in point. The Illdhll people have to pay comparatively 
higher rate. of freight beoaQ8e competitioll haa been eliminated anl\ 
a practical monopoly hal been croa.ted. CombinBtiona of manufac· 
turers in India would be easily known and the [ndian Governmellt 
can devile adequate mcasure to counteract their evil effects 011 the 
consumer. Whell, huwever, competitive foreign manufacturers 
bBve been eliminated and the whole Indian market becomes the 
monopoly of the mallllfacturers of a preferred country, the consumers 
may be peMliscd to a heavy extent and t.he Government of lnriia 
may be powerle s to take immediate and e/f"ctive mea ures to 
counteract the evil. The remedy would of couree be to Ivithdraw 
preference, but the foreign manufacturer h,~villg lost. tbt importl\nt. 
J ndian rnal·ket mAY have reduoed production and may not flOlI 
themselves ill A position to ro·enter the market to the benefit of 
Ule Illdian consumer. There is, therefore, clear clAnger in the grant 
of preferCllce and the 10 s to the consnmer ill India mBY not prove 
to be temporary &s stated in parograph 227. 

8S. III varagraph 231, attention is drawlI to a possible advan· 
tage to India ill t.he matter of ber export trade. It i8 stated that 

"if til preferencc. ar d mportant, tbi. will t~ nll to build up dlr ct sbillp ing 
conn cion. b t'I" t)CTI tha two coulltr ies, a 6cl as a con qoence will "ive the 
exporterR of the country j!fBntiuj! th~ .pre f('rc nce orne ael.antage In the mukct 

f tb country reC\lIVln \l tbe pr.·r rencc. 1n other word , if Import. are attr· 
acted from a pBrticul tH oUlltry, tb~y WilL be a tendency for exports to be 
Mtracteel to that country ." • 

We are lIot sati fled wh ther in viow of the Actual trade between 
I udia and Erlgl nd &lIy 8uch "d v Aritage will acorue. Tbere ia a 
cl IIger that uch a polioy may penali e the Indian producer, by 
r duciug the number of buyers, complltition amongst whom main · 
tai liS " .tandlArd of world prices for Illdian produce. I t may al80 
be r4marked that there is a very strong ftleling "mong.t the Indian 
pe pie in favour of an Indi n mercant.ile mllrine. Reference bas 
been made in the Report in p ragraph 131 to thia feeling and re
cently it found eXlJression in the Central Legislature. Nothing 
should in our opiriion be done which will have the effect of retard
ing the establishment of a meroalltile mllrme in India, or of makiMg 
ita 8uCt'e8 doubtful. 

3 !.I. e rogret that ollr colleagues hould have pleaded for 
Imperial Preference on the groun<i among t others 0; maintaining 
the Briti h Navy. We feel tba the quoatioll of na,·.1 defence of 
the Empire at nda on an entirely rlifferent fOOtill~, Bnd ought not 
to h "0 he n brought forward in thi connectioll . It might h&"e the 
fifpct 01 revh'illR political COil trover y which i belt avoided at tbe 
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pTl'sen t juncture. In ol1r 011illion the question stand, on Imperial 
eutiment alone and should be examined from that point of view, 

The defelJce of the Empire depends upon varioue other eta/ldpointe, 
and the ml&iut.enace of tbe Indian Army wbioh b .. ,erved tbe 
ilJterests of tbe Empire io the various parte of the world will bave 
a prollounced bearing 011 the issue. As the que8tion b". beell rai8ert 
we will contellt onrselve, by remarking th t the economic prOlperit, 
which wo auticipate as the reBult of extensive indn trin)j ation will 
in co.rae of time enable India to maintain in Indi n wl\tera a nav, 
sufficient for the defenco of India, officeretl and manned by Indian •• 
It willalBo prove a vlllu ble Imperial aS8et, 

40. Having drawn attention to the po sibiIitiea which a polioy 
of Imperial Prefereuoe may lead to, we leave the mnttl'r with full 
confidence in the handa of the non · offici I members of the Legial"tivtt 
A8Iembly in the conviction that as represent.atives of the people q,I 
India aDd fully conversant with Indian sentiment they will give elleot 
to it in a manner consisten with Indian illtert'st in all ita Il pecta. 

41. We wish to mllke it p rfec t ly clellor that we have dMlt, wil h 
th qnestion of Imperial Preference a8 betwePII Englallti and India 
aud not as affeoting the British DominiollS and Ooloni~s, We are 
unanimous in thillking that a dillerellt polioy ShOlllrl be adopted in 
r g&rd to trade relation with other parts of the British Empire. 

ur colleague8 recommend in paragraph 264 that 
II Hitherto. In rllscusslng the qu stlon of Im per,oJ Profer noe we hllvc con

finei! our consideratIon to pre! fences graut d to the mother counLry. WIth r -
gartl to otb r parts of tbe Empire, we wI/uld r commeu<i II dl1t~r nt polley. We 
.ugg t that to Lbc Ulllt~d K ingdom sbould be offered .. ucb prel fc'ncc M India 
m y find he i able to o1fer wltbout arpreciable i ujury to her "I I, With rrSllrd 
to other p"rtl of the Empire, we recommcnrls policy of r eolprno ,ty Buch II 18 
heady adopted by more than oue Dominion for Inter· Dom inion tr",l~ r lat lonl; 

thllt 18 to baY, preferences .bould be granted only III the relqlt of agreementl 
whicb might pro'e to tbe mutual advantal!~ of both parLI,·8. [n Ih ll conn etlon. 
I ndl would doubLless uot be uDmlnllful of tb tact tbat .h" alres/ly enJflYI the 
benefit of Ol'rlam cue,' lo n8 grante<1 by l 'allada nn,1 N w Z al:l nll. The agrel '-

ent" wbich we contemplate woo ld \lur Iy volulItal'y ; tbere would be no kind 
(jf ubilg&~i .. D OD Inllia to I'll 'r Into th m unlr. her own In create "p(l('ared to 
dem lid It j anti it i8 /· vicleut Ihat political conllti ration8 cHultl not be excluded 
iD dttermllllPI: wbetber it wa de.lrable for IndIa to ~Tltcr intu aD economic 
allr cmcnt or not." 

III the nex~ paragraph 265, it is Btated that: 
"We tbia-It It ill Dec ary tbat tbere booM be laid cl(J wn for lodia lOme 

pI/liey of the natnre oatlint'Ci above IP regard to trade r,latloDI with otbeT JI"r~. 
nf tb,· Empire. We' havl' nlr(&I1y IllrntioQ(·d that Indl" r cl'i~e. vrprerl'''CC~ frnm 

anad .. anrl Ne", Zt'alllnii. Wp u nclentand that proposab for reciprocity wl'rl' 
r ('0, ~d in 19111 from one of the DominiOLi. We IJA~f' bpen rerl-nt ly Inform!',1 
by the Canadiau OO\'trnDleut Tradf' Cornu ' ion~T to III la that a pTtf~r~ncc nn 
O1Olor car granl,rl til Canarla " 'oulol Almnlatc the prCfltM tenrleDoy for the will· 
" "0\\0 maJ.t~ 01 .\merlcln ('ara dt·HIrKd for the h lcl1a ll marklt ttl be rrntl(' ill 



.916 THB nS(ML COMMISSION', REPORT 
Callada and would tie r egaroed at a graceful reciprocal act on the pArt of IJldi ... 
It ~em. probable that tbi* belletit couln be conferred on Canada witbout any 
appreciable l(l" to lOOla." 

42. We oaDllot agree to any trade agreements beiog entered into 
with an, ~inioll whioo di criminates againat tbe ptollie 01 tbis 
Nuntr),. We believe we are voioing tbe uoanimous opinion of tbe 
Il'eople of india wbon we aY tbat 110 .agreemellt& based oveD on 
reciprooity in trade matters should be entered into with allY Dominion 
wbich bas 011 ita statute book nny allti·A: iatic legislation applyiog 
to tb~ Illdiall people. Our collea~lIes point out the fact that Canada 
and New ZelLlalld have cOllf rred certai" preferences on India. To 
th J udiall peoplo tbeir eH·re6pec is 01 far more importauce than 
any economic adv&lIlag which anY Domiuion may cboose to confer 
by mca.lld vr nroierel'\tia! treatment. We may confidently state ~hat 
the people o( Inaia would much prefer the withdrawal of Buch 
r~fel' 1I0e a& tb~y would not care to be economically iudebted to 

/Lily Dominion which does not treat them as equal members of tbe 
Uritiah Empirc baving equal rigbts of citizenship. 

" 43. We are not 'oPPo d to negotiations being opelJed for trade 
ngreemell 011 a r ciprocal basis, but tbe cOlJdition precedellt must. be 
t.he recollnilion of tbe right of Indians to equality ot .status. The 
firi principle of Imllerial olidarity must, in our opiniolJ, be equal 
treutm cllt. of JJ 11aLion forming part of the Empire. The facta 
r gard t.be treatment m ted out to Ilidians are too well ·known to 
bo mentioned here. '\ e will therefore content ourselv s witb 
1'0 ordillg our emphatio vi \V wbich we think reflects tbe f eling 01 

th whol country that no trade agreement sbould be entered in 
with ally omilliolla \1Il1es i agrees to rreat tbe Indian people on a 
1 oting of equaJity and to repeal all anti· Asiatic legisl tion in so far 
a i appli ~ to t he people of this couolry. 

, 44. W will 1I0W l1rumarise our conclusions in regard to 
1 mperial Prelerellce : 

(I) We ar in favour of tb IJrlnoiplu of Imperial Prcf renee on the diitlnr t 
cOIICliti<lll tb t luclla'should in \\18 mattt-r be put on the same footing of h"P!lo 
"i njllyerl by the ' H·G v rniu!: D"million8. and tbat tbe non·official 
mem\ u of the LP[!islativ A mbly 1I0n!.1 be Ilivcn power by Ipg'tilation or 
uther equally ffeotlve m n to Initial<'. grant. vary and withdraw prefer nee a 
may be n c~ ary in tbe lutere t of Indla iu all it upect. 

(11) Tbat Ibe condition pr c dent to any allr m nt with 8 Bri ish Domini" 
in tr:ld mat ter on the basi of r otproclty bould be tbe r cognition of tbe rigbt 
of tb (lldi n peopl til a st tu of complete quality and the repeal of all antj· 

aiatic law8 0 far tbt?Y apply to the people of India. 

Foreirn Capital 

45. The only exce tiOll wbich our colJcagl. s wr.nke in recom· 
mending free and uucondition81 introduction of I(lreign capital 



after the polic)' o( protection is adopted and a tarIff willi i, ereated 
is cootained in paragrnpb 292 wbicb read. as follows :-

.. We tbink, bowevcr, that \\,~1~ GovC1omcn~ Iraotl anything in the natnre 
of 1\ monopoly or cone ssion, w.here public money i8 Ill .. 'n to a JDJlBny In tbe 
form of any kind of Fubsidy or bounty. or "'b~re a IicenF(, il II nttd to a$ all 
11Ihlie uttlity (\Oml'allY, lt IS rea~on:J,bl that Gov Tnmt)nt houlll make cerlalft 
tlpulations. Wh"re tbr I unian Government i8 Ilrantlnll cone 8 ion" or where 

I b~ Inllian tax-payers' mon~y i being devoted to tl Po stimnl:J.tion of al) enter
I'rl ,IL is reasonable tbat sp cial ¥treas phoold laid on tb TlInlan chora ter 
or Llle e<lmponips tbu . fl\VnnTccl. In all sucb ca 8 w thInk it \"ooln be TraBon
au Ie to in ist tbat cOOlpanips njoying nelt on I ionl honld incoTporl\tpd 
and r gilt red in India WJth rorce capital, that ' tber bould 1lI' a ~alonabl 
I'foporl.i on or Ind iau Directors on tb Board ami rca on bl faoilitle ~hould b 
offered for tbe trninil1g of I.ndlan apprentie 8 at overnmeot xpen C," 

46. We are unable to appreQi&te tbe dIstinction drawn betwtlen 
comp nies getting Goverllmen t concession Dnd comp niea stabtisb· 
ing them elve bebind' the tariff wall 'C rcc ed under tbc policy of 
protection. '\ Ii can undcrstand suc h' B di~tillction under a policy 
of froe trod e. Tbe ovemmeot of Jndil\ bave, BS 'point d out ill 
tb R port, lilid down the following policy under the hee trade 
cond it iOI1 :- ' 

., Th ct t led polioy of the Government of Ind ia 18 tbat no OOllC ion hoold 
be gh'en to Rny firm8 in regaT,1 to indu trie in lnel ia unl 88 800b Arm8 have n. 
,ufJt~ cUl'llal. un!e~s Euch fiTlns bave 1\ proponlon, at allY rate. of 10dil\n 
V "Letors, and unless sucb firm allow fucIlILi~. fori Indian apprentice too be 
lra ln d in tbeir works." 

47. Tbe di tinction to be drawn on the que LiOn under a policy, 
of ft c trade and that of protection i obviou. In the former Cllse 
the grant of conceBsiolJ is a favour justifying tbe laying down of 
apecial condition8. This was done by the overllmenl of India. 

nder a policy of protection, tbe tight to stablisb an iuduatrial 
ll terprise behiud the tariff wall is a concessiolJ in it If" There 

is re Ily no distinction between Governm nt granting subsidies or 
bounties out of money collected by them by way of taxat iOll and 

Howirlg all industry to tax the people directly by meane of higber 
pric s resultillg from protective duties. 111 both Clllee, it is tbe 
people of IlJdia wbo have to pay tbe price either as tax· payers or 
a8 cOlisumer. Industrial COlJcerna beneflt either directly from 
Go r oment ubsidies or bounties or indirectly by higher prices 
due to protective duties. 1£ the imposition of conditions is juatifi· 
able in the on case, it iB equally jU8tifiable in the other. Our 
onclusion therefore i8 that. every compallY desiring to eatabli8b 
n indu try nfter tbe policy vi protection has beell adopted in 

India. hould be subject to tbe I~me conditions wbich fire recommend· 
ed by our 00llealue8, "z., tbat all sucb companies should be 
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incorporated and rpgiatered in India witb rupee capital, that Ibere 
.hould be a reaaonable proportion of Indian Directors on tbe Board 
and tbat reasonable facilities IIhould be given for tbe training of 
Indian apprentices . 

• 8. There are special reasons wby all industrial compallies abould 
be iucorporated and registered ill India witb a rupee capital. In this con· 
IIBetion, we should like to quote Sir Frederick Nicholson. He .ays :-

"I beg to record my strong opinion tbat in ~be ma~ler of Indian induetrieM, 
WI! are boun<1 to cons icier Indian Intereetl tir.tly, secondly, and tbir~ly •...••..... . 
I mean by tir8lly. that the local Taw proouctl sboul<1 be utllise<1, by con<1ly, 
tbat indultric8 sbould be introduced, and by thlrclly, tbat tbe profite of lucb 
iudllstrlCB should remain In tbe cOllntry." 

Our colle9.gues bave stated in paragraph 293 tbat in tbeir opinion 
" hother LLe immediate profit goes to a foreign or an Indian 
capitalist, tbe main and ultimate end, namely, the ellrichment 01 
the country will be attained." We may point out tbe fallacy 
underlying this argument. The enricbment 01 the coontry depends, 
in tbe words 01 ir Frederick Nicbolson, upon tbe profits of.tbe 
industry remaining in tbe country. National wealtb can tbus be 
increaqed in a sborter period of time tban by tbe taking away 01 
indu trial profit to foreign countries. 

49. tt appears to us tbat tbere is Bome confusion in the treat
ment of considerations relating to capital contained in tbe Report. 
1.0 n c pital and ordinary capital are mixed up . It is only ill 
regard to tbis I tter form of investment that there can be room for 
differ no of opi nion, and tbe bal nce of advantage ba to be as
oertained. Our coil gues point out the advantages of a rapid 
(Ievelopment of indu tries n conducing to the ~eli f of ooosumer . 
, 0 are unanimous ill thinking tbat in tbe interests not only of the 
consum r but of the ecollomic dv ocement of the country, it is 
e entially lIoce sl\ry t hut illdustriali@lltion abould proceed at 1\ 

rapid pace. It is becau e we appr bend tbat the progreaa will 
be low th,\t wo bave d murred to t be trillgent conditions wbich 
our colI agu 8 have a tached to the policy of protection lind the 
qu Iification8 witb which tb y bave circumfcrib d it. We ill, 
th rofor, tat at once tbat we would raise no obieotion to foreign 
oapital in India obt iniog h benefit of the protective policy provid· 
ed uitable nditiona are laid down to safe·guard tbe euential 
interest of India 

{sO. e mu t not b under tood 8S ubacribing to the reaaoo· 
illg adopt d by our colleagues in agr ing to the i~troduction of 
f reign capital in India bebind th tariff' wall. We ~bould like to 
dra.w att ntion to b following extract from pangrapb 289 of tbe 
'R port:-


