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14.41 brs.

MOTION RE : REPORT OF EIGHTH
FINANCE COMMISSION AND
MEMORANDUM OF ACTION
TAKEN THEREON—

Contd.

MR, CHAIRMAN : The House will
now take up further consideraiion of the
motion moved by Shri- Pranab Mukherjec
on the Report of the Eighth Finance
Commission.

SHRI GULSHER AHMED (Satna) :
Mr, Chairman, I must admire the Chair-
man of the Eighth Finance Commission
for solving a very difficuli problem that
ali the previous Finance Commissions had
to face. The problem was how to balance
the share of different States so that thos:
States, which are deficit or backward,
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how their share could be increased so that
their backwardness could be removed,
The Seveoth Finance Commission, and
even before that, the backwardness of the
State was taken into consideration and a
different formula was envisaged by them,
But the cherished goal or object which
those Commissions wanted to achieve
could not be achieved. The firures proved
this fact.

Mr, Chairman, before devolution,
according to the recommendation of the
Seventh Finance Commission, there were
only six States which were surplus. Those
States were Punjab, Haryona, Maha-
rashtra, Gujarat, Karnataka and one more
State, There were about 22 States, and
out of them six were surplus before
devolution. But after the devolution,
according to the principle or criteria laid
down by the Eight Finlnce Commission,
five more States will become surplus, and
I am very thankful to the Members of the
Commission for at least my State is going
to become surplus, The five States which
will become surplus after devolution are °
very big Siates, They are Bihar, Uttar
Pradesh, Madhya Pradesh. Andhra
Pradesh and another state, This way,
sccording to the recommendation of the
present Finance Commission 11 States will
become surpius and onc Siate, Rajasthan,
will remain deficit in the year 1984.85 and
1965-86, but aftcr that, Mr Vyas, your
Rajasthan will also become  surplus.
The position of your Staic was really very
bad.

SHRI SATISH AGARWAL (Jaipur) :
Must be had in 1984-85,

SHRI GULSHER AHMED : | have
told you that. But imagine how they have
manipulated with this formula They
have made yours a surplus State after
1986-87.

Another important thing is that they
have said that - the criteria for distribution
of States' share between the States Infer <€
should be the same so far as the income-
tax and excise duty are concerned. Before
this, different criteria were fixed for the
devolution of excise duty and income-tax,
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But they have said that therc“was no
economic or legal basis for this kind of
different criteria of devolution of income-
tax and excise duty, That is another
departure  which the Eighth Finance
* Commission has made and I think they
deserve all congratulations,

So far as the new formula that they
have invented is concerned, 1 think that
formula is really very progressive and is
based on rcliable data because they have
made the formula on the basis of per
capila income. They have recommended
that out of the proceeds sharable by the
States, 25 per cent should go to the States
according to the population and another
25 per cent should go on the basis of
inverse per capita income formula. That
is, they have taken three years' average,
1976-77, 1977.78 and 1978-79. This way
they have taken the average per capita
income of the States, Then they have
multiplied it by the population of the
States and they have called it ‘‘Income-
Adjusted Total Population”  After *In-
come-Adjusted Total Population” has
been made' and whatever ratio comes to
that particular State, 25 per cent would
go to that State according to that ratio.
The same formula they have envisaged on
the basis of distance and I think that is
a very good formula, When I say distance
formula, it means that the three years’
averi ge per capita income of a State  will
be compared with the three years’
average per capita jincome of another
Siate which has the highest surplus. The
highest surplus in our case is punjab and
whatever is the distance between that State
and the syrplus State, on that the experts
have fixed that if the percentage is so much,
so much, so much peréentage should be
given to the State. This' way a new
formula of devolution has been adopted
by the Eighth Finance Commission and
1 think, according to them this will
go a long way to help the deficit States,
Not only this, the Commission has given
really very good cansideration fo the
deficit States. They have said that the
share of the States will be 459 in Excisc
Duty, Out of that they have taken 59
for the deficit States, These deficit States
will get 40% sharc like other States but
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apart from that 5% share of Excise Duty
will go to the deficit States, How will that
go? Whatever will be the amount

of 5%, of Exercise Duty of the
Central Revenue, out of that 5% will
be distributed among them and

whatever may be their ratio of
deficit that will go to those deficit States,
whatever may be their deficit position.
Suppose, some States is 109/ deficit, or
20%, deficit, according to that, that
amount will go to the deficit States,
Apart from this, this Commission has also
made lot of provisions for the deficit
States.

They have recommended re-scheduling
of payment in the case of deficit states,
That is another advantage that has been
given to these deficit states,

SHRI VIRDH! CHANDER JAIN
(Barmer) : Re.scheduling has not been
done,

SHRI GULSHER AHMED : They
have recommended,

MR CHAIRMAN : Let him have his
say,

SHRI GULSHER AHMED : Another
facility that they have given to these
States is that they have saoctioned some
amount which will also be written off as
debts. Then they have recommended
that whatever fresh borrowings these
States have done, those will be paid by
the Central Government, They
have also reccommended grant to
meet committed plan expenditure for the
year 1984-85.

Another recummen&ation the Commis-
sion has made for the deficit States a
group of Rs, 915 crores for upgrading
administrative department,

A question has been very rightly made—
when the Commission made interim report
in the month of November, they had
written that their recommendations were

provisional and adjustment could
be made according to their final
report, The quesiton is why this
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adjustment could not. be .made. The
reasons have been given by the Minister—
that Plans have been made, Budgets
have been made and the report was pre-
sooted very late, One .very important
thing was thal when the time was extcaded
this Commussion, was asked (o give
interim report in the month of Novem-
ber, 1983, the President by his order had
also ordered that they should present the
final report by 1%th February, 1983,
Had ‘they done this, when they had
recommencd that these are interim recom.
mendations and are provisional but
adjustment could be made after the
final report, it, was in their mind
that they were supposed 10 give
report in the month of February,
but they did oot give it in February,
they gave it on 30Cth April, 1984, It was
too late. I am sure if the final report of
the Finance Commission would have
come in the month of February, the
Finance Minister would ha®e made
adjustments and the Plaoning and
Budgetary provisions in the Central
Badget and the State Budget could have
been made according 1o that. It was said
by some learned Member that in the year
1969 in a similar situation, the report was
made very late, it was apphed in the
month of August. But the difference is
that the amount involved then was very
small, Now the amount inovolved i
going to be very very big and under thess
circumstances, it is not possible at this
stage, after 4 months have passed, to
make adjustments according to the
recomendations of the Finance Commis-
sion. So to say or fo accuse that the
Finance Minister is not implementing the
recommendation with effect from this
year because he wants 10 harm the
West Bengal Government, is not correct,
I don't think there is any justification in
it,

Another very good thing that this
Commuason has done is this T
thcory was (hat the deficit of the
States should be met out of grants.
in-aid, This Commission said that it is
not a good policy. Deficit should be
met from taxation or excise duties. And
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that is why this new formula of per capita
income has ‘invenie! by th:mand I
think most of the States which cum: bo-
fore the Eighth Finance Commission said
that they did not want deficit should be
met out of grants-in-aid, They have
said, it should be met out of taxes or
excise duties. So, it isa very good thing
that has' been dooe by 1h: Finance
Commission,

The Commission has also made
another very good suggestion, They
have suggested that the Finanace
Commission’s report should synchronise
with the Five. Year Plan, 1 fe:l
personally, being a layman—I do not
know anything about finance or economy
—that it is a good suggestion The
Finance Minister is not accepting the
recommendations for the year 198485,
He is only accepting those recommenda-
tions for 4 years from 1985-86 onwards.
The Scventh Plan is also going 10 start
from 1985 to 1990 Why shouid these
recommendations not be made applicable
to this period. If there is any Cbnsli-
tutional diffi;ulty, he can coastitute a
new Commission to gointot. Itisa
very good idea It had been suggesied
by the previous Commissions also that the
report of the Finance Commission should
synchronise with the Five Year Plan.

Now, 1 come to two or three things,
which I am sure my Finance Minister
will not agree at any cost, But all the
Commissions have said something about
them. So, 1 feel it is my duty to say it,
I will be doing a great service to the
State from which I come if I plead for it.
I am sure, he is not going to accept it.
It is about the corporation taxes. There
has been a loag standing demand by the
States that some shares should be given
to them out of the corporation taxes.
This Commission also have said that the
review of the corporation tax business
really is over due and some kind of dia-
logue shnuld take place with the Central
Government, | wish that the Finanoce
Minister should give something out of the
corporation taxes, (Interruptions).

Second thing on which we have been
agilating for a long time and which the
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Finance Commsssion has also recommen-
ded is this, This Commission has recom-
mended that the surcharge should be
withdrawn from the year 1985-86 or it
should be merged with the income-tax,
which 1 thiak, my lcarped friend is not
going to do. Since I come from the
State which is demanding it and as the
Commission has recommended the case,
as also had been done by the previous
Commission I must plead that he must
have some consideration for 1tbe poor
States,

15 hrs,

I think, 1 have mede my points and [
thank you Mr. Chairman, for giving me
time.
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SHRI Y. S, MAHAJAN (Jalagaon) :
Mr. Chairman, Sir, | congratulate the
Finance Commission appvinted under the
chairmanship of Shri Y. Chavan fur the
realistic, impartisl and  progressive
character of the Report. The Report is
evidence of the palient and painsiaking
efforts in the analysis of the comprehen.
sive data regarding resources and expends-
ture furmmished to the Commission by
various agenc.es  The Report also shows
considerable insight and  imagination
in interpreting the changing economc
conditions and financial reqJiremenis
of the various States durng the
five years under review, Iis recommenda-
tions, Sir, have been made after a
thorough searching siudy of the recomen-
dations of the previous Commissions.
These recommendations are based not
only on a proper appreciation ol the
financial/economic needs of different
States but aiso on azceplable principles
of distributive justice, The Indian politi-
cal structure is federal in character and
the recommendations of the Finance
‘Commission are meant to fulfil the objec-
tives of the federa) financial system which
derives from it, Two impcitant recoin-
mendations of the Rcport relaie lo
sharing of the net proceeds of the income
tax and union dutics of excise. The share
of the net proceeds of the income lax
assigned by the First Finance
Commission 1o the Siates was 33
per cent, Grmadually the percenlage
increased and the 7th Finance Commis-
sion fixed it at 85 per cent and the ¥th
Finance Commission followed the same
and fixed it at 85 per cent. Out of this
85 per cent, 10 per cent will be distribu-
ted on the basis of contribulion and the
90 per cent will be aliocated between the
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Siates on the same basis as the predomi-
nant part of the excise daties. Distribu-
tion of the net proceeds of income tax
between the States is mandatory under the
Constitution, whercas division of the nett
proceeds of the Union duties of excise
depends on  Parhament, Here also, in
the case pf excisc duties, the devolution
began with a small percentage covering
a few commodities. Gradually, the
number of commodities increased, and
perceniage  also  increased.  The 4th
Finance Commission finally considered the
demand of the Siates for a share in the
nett proceed of all excise doties as per.
fectly recusonible. The 8th Fioance
Commission has also recommended that
the States should be paid a share out of
the nett proceeds of all excise dutics
other than those collected under the
provisions of the Addional Excise Duties
Act and cesscs carmarked for special
purposes,

L1

Now, the rcally important feature
about thgse two recommendations arc @
907, of 1he States® share of income lax,
and 407 of the nett proceeds of excisc
duties are 10 be duiributed between the
States on the same principles which is a
new feature of the recommendations, of
the 8th Finance Commission, This is an
important departure from the recommen.
dations of all the previous Finance
Commissions, This has boen done with
the sole purposc—l hope the bon.
Member who spoke just now will listen—
of securing a high degree of progressivily
in the atlocations, i e. the poorer a Statc
the higher the allocations it should get,
That is the idea behind the recommenda-
tons,

The formula for disiribution designed
for the purpose assigns & weightage of
25% 10 population, as population is cobsi-
dered by the Commission, and quitc
rightly, as the primary criterion for deter-
mining, in general terms, the needs of all
States, The share of a State is given by
the percentage share of its population in
the aggregate of all States' populations.
A gleat imporiance has been given 10 the
backwardness of the States in designing
this formula. So, 25% weightage is giveD
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to the inverse of per capita income,
multiplied by population, If there are two
States, A and B cach with a population of
10 million, and A has an average per
capita income of Rs, 100/- and B an
average per capita income of Rs. 200
then A will get twice the amount which
B will get

Then, a weightage of 50% is given to
the distance ‘of average per capita income
of any State during the three years 1976-
77, 1977.78 und 197879, from that of the
Staic which has got the highest per capita
income, which is punjab. Though Punjab
has the highest per capila iocome, il
should be given something, It would not
get anything under this formula. So, to
cnable Punjab to get  something, its
distance has been treated as equal to the
distance of Haryana, s0 that Punjab gets
something under this part of the formula.
The formula tilts heavily in favour of
States which suffer from .backwardness.
As a measure of the striking, imbalance
between the economic development of
different States, the Finance Commsion
cities the examples of Orissa and Maha-
rashtra. It says 1hat the percentage
of own revenue seceipts to revenue expen-
diture in 1982-83 wvaried between 42,67
in the case of Orissa and 107.2% in the
case of Maharashtia. There has been
such a big d.flerence between the revenue
capability of different States, The Com-
mission has rightly accepted per capita
ihcome s & mMOre appropriate composite
criterion than any other, to reflect the

. level of backwardness of Sta¥es, as well
as their capadity to raise revenues, Even
after the devo'ution of income tax and
excise dwies some States remain ip
deficit. To help them, a new formula has
been designed by this Commission, an
innovation, a new departure, from the
reports of the previous Commissions. The
Commission says that 5% of the excise
dutics should be distributed between
the deficit  States. I, therefore,
recommends that additional 5 per
cent of the net proceeds of the ex-
cise duties be set aside and distributed to
those States which have deficits after tak-
ing into consideration their shares from the
devolution of all taxes and dutics includ-
ing their shares of excise duties, and
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grants in lieu of the tax on railway passe-
nger fares, but excluding their shares of
estate duty and grants on account of wea-
Ith tax for agricultural property, The
distribution would be based on the propor-
tion of the deficit of each State to the
total of the deficits of all States as estima-
ted by the Commission. Then even after
this there are certain States which have
suffer from fiscal gap, and, therefore, the
Commission says—and this principle was
accepted by the previous Commissions
also—that we should give grants-in-aid
to all these States which suffer from fis-
cal gap. The principles laid down are

that the grants-in-aid may be given to
States to enable them to cover fiscal gaps,

if any are left, after devolution of tax and

duties_ s0 as 10 enable them to maintain a

level of existing services in the manner

considered desirable by us and built in

their revenue forecasts. In this connec-
tion, consideration should be given to the
tax effort made by the States to mobilies
resources, economy of expenditure consis-
teot with efficiency and the management
of the public enterprises This recomm-
endation which bas been made by the pre-
vious Commission also has been subjected
to criticism on thé ground that if you
make grants-in-aid to enable States to fill
up their gaps, you are putting a premium
on inefficiency. To get over this objective,
the Commission says, you give grants-in-
aid afier considering these three things :
their mobilization of resources, their man-
agement of public enterprises and their
economy of expenditure. The grants-in-
aid may also be made as a corrective inten-
ded to narrow, as far as possible, the
disparity in the availability of various ad-
ministrative and social services between the

developed and the less developed States,

Such grants-in-aid can also be made to
States which have special burdens which

are of a national character, The eighth

Finance Commission considered these

principles of grants-in-aid as unexception-

able‘and broadly agreed with the views of

the Seventh Finance Commission on this

matter, .

L]
India is a huge country and the variati-
ons in the economy development of vari-
ous States is large. So, some States are
pot able to maintain their services at a
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proper level and, therefore, the Commi.
ssion has said that States should be given
grants.in-aid to enable them to maintain
the level of their services at a certuin stan-
dard; and for this pu-pose, they have sele.
cted about 8 sectors such as health, edu-
cation, judicial administration and district
administration.  You will be surpiised
that in the matter of education we find
that even a State like Maharashira has
more than 35 per cent of the schools as
. single-teacher schools Th: figures are
that out of 4,55 027 primary schools in 22
States, 165848 that is 36 5 per cent of
the primary schools funciion as single.
teacher schools Support 10 such States is
necessary upgrade these schools,

Take the case of judicial administration
You will find that we have not got enough
courts and judges, In 1983 rthere were
about 90 7 lakh cases pending in.district
and subordinate courts as on 31.12 1981
To enable the States to improve their level
of services, the Commission has recomm.
ended granis varying upto Rs 967 crores,

The Eighth Fidance Commission has
proposcd the transfer of Rs 39,452 crores
through devolution of taxes, excise duties’
and grants-in-aid of the revenues of the
States under Article 275 of the Constitu.
tion  The Statee benefits, for instance,
are ;: Andhra Pradesh gets Rs. 2 896 cro-
res, Maharashira gets Rs. 2,635 crore-,
Uttar Pradesh geis Rs 6,105 crores and
West Bengal gets Rs, 3 449 crores  The
tolal amount so transferred is abour 90
perceat more than the amount transferred
by the Seventh Finance Commission The
amount transferred has increased from
Rs. 21,000 crores to Rs 39,452 crores In
that respect the report has made a big
transfer to the States.  Under the exusting
circumstances it is doubtful whether the
Commission could have gone further in
carving out a larger share for them, Afier
all, the total rescurces of the Government
are limited. They cannot be eas ly expan-
ded, On the other hand, the finan iul
r esponsibilities of the Central Govern-
ment are also increasine rapidly  This
{act should not be forgoiten. Tre exp:n-
diture on defence, subsidies on food and
fertilizers and interest payments are to be
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taken into consideration, These three

iiems take away 50 per cent of the Cent.
ral Government's revenues, And out of
the remaining amount, 37 per cent is at
present being transferred to the States,
largely on the recommendations of the
Finance Commissions and the Planning
Commission. Within the parameters avai-
lable to the Finance Commission, it has
done its.best. It has not only, made pro-
visions to cover revenue gaps but u!so has
taken steps 10 reduce regional imbalances
by providing add-tional resources to the

States. ;

MR CHAIRMAN : Kindly conclude”
now,

SHRI Y S MAHAJAN : [ am conclu-
ding. [ am coming to the objections
made by the Opposition,

SHRI SATISH AGARWAL: We do
not ¢ bject 1o anybody's speech,

SHRI Y.S. MAHAJAN : Hon Members
have objcied that the re:ommendations
have not been annlied 10 1984.85.  They
have not vaderstooad that the Commissions
recommendations are not mandatory. It
is absoluicly wrong to suppow so. Let
me read out the provisions of the consii-
tution,

SHRI SATISH AGARWAL : You are
rol unhappy with their not being imle-
mented in 1984.85, You do not seems to
be unhappy.

SHRI Y.S MAHAJAN : Ariicle 280
{3) says :

“1t shall be the duty of the Comm-ssion
to make recommendations.,

Thev are only recommendations They
are not awards. They are not binding on
the Government We hnve instances wherc
one Comm ssion had made 1ecommenda-
tions for five years, but recommendations
were terminated ofter three yenrs as it was
decided 1hat three years should be trzated
as three annual Plans, There arc other
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Commissions, The Third Finance Com-
mission was asked to give its recommend-
ations for a four-year period, Secondly,
it is said that because these recommenda-
tions have r.ot been accepled in the year
1984 85 some injustice is done (O some
States.  Some Members have used high'y
vituperative language and probably exhaus-
ted such words in the dictionary  The
Finance Minister has siated that the Siates
would have got (4,000 crores more than
they have by other not accepting the reco-
mmendations for 1741-85, but we need not
exclude the provision of Rs, 60) crores
made by the Finance Minister for State
Plans and the Commissions recommenda-
tion of Rs. 494 crores to enable the States
to ide over their deficits.  If the recom.
mendation had been accepted for the cur-
rent yesr, the Finance Minister would
have been compelled 10 increase taxation
by Rs. 1400 crores or increase deficit fina-
ncing by an equal amount but this would
have boosted inflation. Becausc of this
difficulty it was not possible to accept the
recommendations during the current year,

Had the Finance Commission been
made a permanent body, most of the cri-
ticians made by the opposition Membeis
would have become meaningless.  Econo-
mic forecasting is a very difficult job It
is not possible to forecast your income
and expenditure duting the next five years.
This is what the Finance Commission has
10 do. We get the budgel at the begin-
ning of the year ard after three months
the Finance Minster has to come with the
supplemeniary demands  That means, we
cannot estimute our income and expendi-
1ure accurately  If the Finance Commi-
ssion is made @ permanent body, then it
can report every year and thea this diffi-
cuity could be partly overcome.

SHRI SATISH AGARWAL (Jaipur) :
The House is currently debating the
Motion moved by the hon. Finance Mini-
ster considering the report of the Eigl_ﬂ
Finance Commission, While making his
observations yesterday, the hon. Financ.c
Minister tried to explain the whole posi-
vion to the House s to why this report
« Not being implemented from t_he year
1984-85, 1 am not going to enter into any
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controversy with regard to the legality or
otherwise of these recommendatiops not
being implemented from the year 1984-85.

1 heard two very eloquent speeches yes=
terday—one from hon Shri Brahmananda
Reddy, who at one point of time, happe-
ned to be the Chairman of the Sixth Fina-
nce Commission which submitted its Re-
port in 1973. Iam one with him on
many points. [ would like to compliment
lhim on this bold speech yesterday what-
ever he felt. This is expected of senior
persons like Mr, Brahmananda Reddy and
Mr. Ranga to come out openly and boldly
in House on issues or on subjects which
they feel that this is the correct opinion or
coirect approach wihout caring whether
the Minister will be pleased or displeased,
Mr, Mahajan can take care whether the
Minister will be pleased, not Mr. Ranga,
I am neither a senior parliamentarian nor
a seasoned parliamentarian, I am a hume-
ble parlianrcatarian. But I have been
taking that particular approach in this
House and 1 have spoken on subjects
which 1 feel that this is the correct appro-
ach without caring for the fact whether it
goes in favour of the Government or agai-
nst the opposition, I have taken a stand
on various issues which, on certain occa-
sions, has not been congenial or found
favour with my opposition friends. But
I have done so,

So far as the constitutional aspect,
legality or illegality is concerned, 1 leave
it to the Finance Minister of the home
State of the Finance Minister It is for
Dr. Ashok Mitra to go to the Supreme
Court and challenge the whole decision
of the Central Government whether that
is legal or illegal, constitutional or un-
constitutional, So, 1 leave that chapter
for him,

We are in 1984, Much water has
flowed over the years, We should have
a different approach to the whole proolem
After all, we have a parliamentary demo-
cracy, we have a federal set up, the States
are very much there, the *Central
Government is there and it is neither
my case nor it can be the casc of any
patriotic parliamentarian or an Indian
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that Centre should be weak. Centre
shou'd be strong, as strong as possible,
In our Sub.Committee, which the BJP
has formed for the Centre-Siate relatioas,
we have strongly recommended in our
note, for example. that Customs Duty
should not be put in the divisive pool,
It is & very harsh decision but we have
taken that bevcause we strongly feel so,
In the first paragraph of our Sub Com-
mittee’s Report we have mentioned that
India is one, people are one, it should
remain one, it should bc strong, as
strong as possible. Without strong
Centre India cannot remain strong  But
States arc the federating units and as
the head of the family, we have to look
after their interests. There is a Schedule,
there is a list I, there is a list 11, there is
a Concurrent List We peed funds for
developmental purposes,  Major items
of expenditure for the Centre are D:fence
interest payments and subsidies. no
doubt about it but in the States the
whole developmental activity, more or
less, is in the State sector, whether it is
road construction, whether it is agricul-
ture, whether it is irrigation, whether it
is school education—primary or elenen-
tary —rural drinking water and 30 many
other things, So, all basic nce 's of our
socicty are to be looked aficr by the
States. Therefore, for all developmental
purposes the States have to be streng-

thened, I am not going 1o acoept

the charge by snyone that the States
have lagged behind in mob-lising the re-
sources and in that particular connection
I have a compicie chart right from the
First Finance Commission tu tbe last
Seventh Finance Commission wherein it
has been mentioned categorywise right
from 1951-52 10 1983-84 as (0 how
much have been the gross collections,
how much share has been transferred 10
the Siates, how much have been the
total Siates’ revenues and how much
has been transferred by the Centre to
the States. 1 wil tell you very bricfly,

The total C:ntral gross coliestion in the

year 1951.52 wae Rs 304 crores and the
total gross State Revenues in the same
year were Rs 423 crores. It was less in
1951-52 but if you see the chart, every
five years it has gone up and if you sec the
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figures for 1979-80, you will find that the
Central collections went up from Rs 506
crores to Rs. 11,782 crores and the States
Revenues from Rs, 423 crores to
Rs. 13,830 crores. So far as the collec-
tion is concerned and so far as the
increment is concerned, the States have
not lagged bshind, In 1981-82 the
Centre’s ox llections are Rs, 15,364 crores
and the States collections Rs, 16,6%
crores, Yd&u see the whole chart. The
States' increases are also very enormous,
It is not that the States have not beea
able to mobilise the resources which they
were cxpevied to do they have done
very well on that score, misuse is a diffe.
rent thing,

Now, so far as transfer from the
Centre to the States is concetned, in the
year 1951.52, Rs 53 crores wese . trans-
ferred from the Centre and the grants
were only Rs 15 crores, Later on, it
went on increasing. This was 10 per
ceot of the Ceatral Goveroment's gross
collections, Out of Rs 506 crores.
Rs. 53 crores were translerred to the
States, which was just 10 per cent.  Afler
the Second Finance Commission it wenl
upto 18 per cent. Subsequently, in 1958-59
it wae 22 per cent, 1959.69 20 per -ent
and 1960-61 20 per cent, But, in 1966.67
it came down 1o 15 per cent  Out of the
total collection in the Central secior of
Rs 2,295 crores the transfer was Rs, 368
crares, which was just |15 per cent. So,
the share came down. Later on, again
it has picked up no doubt aboutit. I
do not say it has not picked up ; it has
picked up, more after the submission of
the Report of the Seventh Finance Con-
mission, You may accuse rhe Janala
Party of many things But you must
pay some compliment some time, The
Seventh  Finance Commission recom-
mended an increase in the share of the
excise duty from 20 to 40 per cent, The
Janata Party acceoted the recommenda-
tion of the Seventh Finance Commission
and the share of the States was increased
from 20 10 40 per cent, This is ooc
good reason why in.that particular year,
in 197980, while the additional mobilisa-
tion or increase in gross collection at the
Ceniral level was Rs 1,568 crores, the
transfer was more by Rs, |450 crores,
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So, whatever was the increase at the Can.
tral level in 1979.80 was more or less
tramsferred to the States,

I am not one of those who will say
that the entire Central collection should
B2 to the States. But I was exps:tiog
that the Eighth Finance Commission will
increase the share bf ths Statss in the
divisible pool, so far as excise duties
ars concerned, —not doubling it, as it was
d-ne by the Seventh Finance Commission
from 20 to 40 per cent; [ was not ex-
pecting that it will go up from 40 to 80
per-cent --but I was hoping that it will
inzrease it from 40 10 50 per cent Cus-
Toms not being in the divisible pool, the
share in the excise duties must have besn
raised from 40 to 50 par cent,

Now it has bzen stated that it has bzen
raised from 40 to 45 per cent.  But this
3 per cent increase will not gy to all the
States. Thisis a special allocation to
certain States, So, it is no increase
practically, Why am I pleading
for it 7 Because, the excise duty comes
from the industrial sector, from the
manufactured goods They are manufac-
tured by the various industrics set up in
the various States. It is the States
which have provided land, water, electri-
Cily etc. at very cheap rates, So, it.is
the States which arc contribwting to the
industrialisation. As they are equal
partners, they should have beea given
S0 : 50. The share in the excise duties
should have been raised from 40 to 50
per cent. This has not been done. So,
1 am sore about the Finance Commis-
sion's recommendations on this, Secondly,
the S per cent increase, which has been
recommended, is not sbeing distributed
among all the States, That is my second
grievance, Thirdly, these recommenda-
tions are not being implemented from
the vcar 1984.85,

Technically, you can say that 1984.85
has started and four months have alrcady
passed But B months arc still there
and certainly 8 months are more than
four months, You are depriving the
States of resources and benefits just be-
causc the budget has been finalized. Are

1

similar,

elc.
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you not bringing in excess expeaditure
budgets here ? Are you not bringing
revised budgets or supplemantary demands
for grants here 7 So, there should have
b2en no diffizulty in bringing forward
a revised estimats, or a budg:t provision
conld hav: been made, providad tha
Government was inclined to _do it
Thare is no difizulty. Our offizers are
competent, Thay could have done the
job, providsd th: palitical will is there,
But, unfortanately, ths simils is not very
All ths States ar: willing to
have it fron th's ysir, iazlading the
State of Rajasthan,

Though I am talking on genstal points,
T would like very briely to refer to
Rajasthan.  Thnat State ha: bzen deprive
ed. so Tar as revenue gap grants are con-
c2rned, by Rs 34 crores, Spe:ial Prob-
lem grants bv Rs, 2 crores, Upgradaiion
Grants by Rs 8 crores and Mirgin
Money Grants by Rs. 8 crores, in all
Rs. 52 crores in this particular case,
Similarly, with regard to re.ichefuling,
adquate relief in ths matter of paymant
of ovardraft and with regard to relief
expenditure, Rajasthan has bzen put to
aloss [Isit not a fact that Rajasthan
is mostly a desert area 7 Sixty per cent
part of Rajasthan is dssert; We have
got very acute problem: with regard
to Rajasthan, [ have got a charge with
regard to your per capita allocation to
various States. Now, just see, Rajasthan
is getting Rs. 210 per capita, Why There
are many States like that, Andhrd
Pradesh is getting Rs 175, Assam is get-
ting Rs. 583, Bihar is getting Rs. 190,
There are some States like Jammu and
Kashmir which is getting Rs, 732,
Himachal Pradesh is getting Rs 979
Meghalaya—of course it is 2 separate
State —Nagaland is getting more than
Rs. 4000 I don't grudge them. The
eastern States deserve a special treate

ment,

MR. CHAIRMAN : Please conclude.

SHRI SATISH AGARWAL : Sir,
this is very difficult with regard to the
Report of this Finance Commission

to take only a little time. [ am trying
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.10 be as fast as possible, (/arerraprions).
My thinkiog oo this issue is the criteria
—1 am now coming on with regard to
the criteria.  You have go+ eriteria by
which you take into comsideration the
popuiation Mnd sem: other problems
aiso. About the pupulative per capita
which you arc giving, | would suggest
onc thing here for the couswkration of
the House also  Are you interested in
the increase of popuiation 7 Aboul a
State the populanion of whi.h increases
much more than what 1s eapecicd in view
of the mational norm Jecided by us, if a
particular State is failing in resoring to
these notms, not achieving the family
planning targets, then natorally, why
should that Stale be encouraged 7 Why
shou'd there not be & ¢t 7 There are
certaio  oatonally  accepted  poimm
whigch we have adopied whereby the popu-
tation should not be the sole criteria for
‘hat. There are 1egional imbalances in
be whole couniry snd if there are regio-
pal imbalances im a paricelar Stase - |
have got the latcst statistcs with 1egrd
10 the popuiaion, how they had incicased
in many Stales—il is draproportionate and
those Statcs mre benefiting on agcount of
the existing formula. They aic not able
td check the population growth which
is very importani—popu.ation and deve.
lopment—and if the population goes on
increasing in somc ©f these Siates and
the States fail 1 achicving the fagily
planning targets, those States should not
be rewarded. If you really wamt 10 curb
population growth in this country, if you
say that the population exploson is much
more dangerous than the bomb expio-
sion, then where does it find 8 reflection
in all your approsches with regard 10
the devolution of finankes T ¥ ou should
thnk about it. This s my suggestion
that the Stales ...

-

THE MINISIER OF FINANCE
{(SHRI PRANAB MUKHERIJEE) ; | am
sorry for the interruption, This s 1he
whole preilude to the Eighth Fmance
Commmnsion. Eatlier, 90 per cent was
devolved on the basis of the population
and 1be Eighth Finance Commissron has
recommended that it should be brought
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down from 90 per cent to 25 per cenf,
That point is tuken care of,

SHRI SATISH AGARWAL : [am
not dealing in detail with rsegard to the
total approach,

{interruptions).

SHR] PRANAB MUKHERIJEE : 1
am intending 10 correct you oo one As~
pect that precisely they have not given
weightage to population, they have given
weightage 1o backwasdness by injecting
the concept of distance formula and giv-
ing weiglitage 10 the extent of 50 per
scot to (he distance between the highest
por capila and the lowest per capita, |
just wanied to clarify the position.

SHRl SATISH AGARWAL: That
is perfecily so That is on the basis of the
population. ) am talking about popuilation
growth, 1am om that limited pont as
the moment that if a particular State fails
10 achieve that particular objective which
we have laid down for ourseives, that
should be penalised oo the contrary,

Similarly, 1 woulé hke 10 makc a
point here also, We have spent more
than Rs, 300 crores over plapaing during
the last 32 years We are gomg to
spend an cqual amount during the Seventh
Plan period. Now, i psrticular States
are very tardy im the implementation of
plan projects, where do we find the
money 7 U the cost excalation is 10
times in those particular States or 12
times or 1S times, of the irrigation pro-
»cis or other major projects arc not
compicied within  this stipulated tie
and the approved sanctions, some sorl
of a new concept will have 1o be ialro-
duced, Of course, you are Ppro-
viding for upgeadstion of standards
of administration in varous States. That
should be dome, I don't dispulc that,
This had siso 10 be looked into  If sur-
plus funds are there, then in order 10
bring more cfficiency into the implemen-
tation, the timely implementation, of our
developmental projects, that should ais0
be boroe in mind for the future. That has
to be kept in mind,

a8
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20 Point Programme is the core of the
Sixth Plan. It has hecome the core of
the Sixth Plan,
for the Members of the ruling party to
charge us that we discard it as a bogus
programme, whatever grievance may be
from both sides. Ewen the Congress (h
Members are having a lot of grievance
with regard to faulty iinplementation of
the 20 Point Programme,

I may remined the hon, Members that
during the last National Conference
Scssion of the BJP, somebody moved &
Motion for amendment in my Economic
Resolution that please add at the end—
20 Poiot Programme is a bogus programme
and is a fraud. [ rejected that-amend-
meot, I said 20 Point Programme
constitutes the core of the Sixth Plan,
Acceping this amendment means the
rejection of the Sixth Plan document which
i am not prepared to acoept,

(Interruptions)

The States are demanding this —that it
should be implemented  Why should we
not amend the Constitution ?  You make
it obligatory that States also should have
the States Finance Commission, The
administration of this country is being
carried on by the Central Government,
the State Government and by the local
bodies. The local -bodies are in a very
worst position, They are not getting
suitable grants.in.aid. Either you should
give in the terms of referegee for the next
Finance Commission that this money has
to be allocated by the Centre to the
States or for allocation by the Siates to
the local bodies, It should be a statutory
transfer to the locul bodies by the States
and so it should be made compulsory,
obligatory, Our local bodies should
find a statutory recognition either in the
Coastitution or in the termms of reference
to the Finaoce Commission to which a
reference was made by my eslecroed
elder colleague Shri K, Brahmapanda
Reddy.

MR, CHAIRMAN ; Please conclude.

SHRI CHITTA BASU : Why are you
not allowing him ?

It is absolately bascless®

eic. (M)

MR, CHAIRMAN : Do you mean
to say that he should speek for tweo
hours ?

{Interruptions!

SHRI SATISH AGARWAL : It is a
very important subject in which everybody
is very mich imteresied, So, I thought that
1 may contribate son:thing,

Please consider that auxillary duties or
additional duties also are not included ia
ail these things.

Recommendalion with regard to sut-
charge, Corporation Tax etc—you are at
Ceatre Central Government is very
much there, Do not throttle the States,
You shoald not do that, Anybody may be
in the Government

1553 hrs,
{SHR1 R.S. SPARROW in rhe chair)

'Aher all this cooniry is one,
This (Government is one, Federation is
one. But somstimes [ feel that you are
raising an accusing finger at the Eighth
Finance Commission—they submitted the
Repart late. They say, what could we
do 7 Guvernment submi‘ted the M :moran«
dum late »

Shri Y B Chavan has done a good job.
You complimented him yesterday, We
complimsnt  him to-day. What could
he do? You are accusing them  They
are accusing the Governm:nt and we are
accusing you What type of thing is
there. After all the States should not be
looked upon as somnething different.

You must have read in the nswspapers
two days back  There was a story of one
girl Anju  There was one Sweety and
one boy Tony. Sweety at the instance
of Malhotra got Anju murdered because .
Sweely was in love with Malhotra. Tony
was utilised for that. So, now you are
making these States Anju You are getting
them murdered by Tony for Sweety, Who
is Sweety 7 Who is Anju? Youare to
decide. Please do not go that way,
States are also ours, Th.e‘i'r development
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is our developmem. 20 Point Pro‘ramme -
s going to be implemenied by the Staics.
IRDB; NREP, Landiess Employment
Guarantee Programmes—al thesc program-
mes afe going 10 br impicmented by the
States, not by the Centre. A< a Head of
the Family you should look afwer the
mteress of all the Stales.

Lastly, I would say, we bave (0 mcrcase
the kitty, 1 am omec with Shri Dbarma-
nand Reddy who suggesied that 1the whole
dispote is because the killy » smal, The
demands are more. What 1o do? So,
in order o increase the size of our kiuy,
we have to plug all the lonpholes i our
tax adminisiration, If we afc able 10 do
30, | am sure things will improve, He pul
tbe figure at 30 10 402, [ can say that
the tan evasion on tho Sales Tan side is
100%. On the customs side It 8 of course
pol 30 Mk but on the Excise ude it is
50 10 607, I weare able 1o plug the
loopholes ‘In 1he tax  system itsell and
have 2 very ralional lax adminisiration in
tax policy, theu | am sure, we neod not
have any defict. We nesd pot have
additional taxstion. We necd not go 10
the market borrowings, Ous economy can
be very much self-reliany,

Lastly, while concluding., T-would arge
the hon. Finance Mmnter not 1o make
it a poiny of prestige that he is going to
fmplement it from 1984-85. 1 thiok, if
there sre ceriain probiems, then give a
solemnn assurance on the foor of Paiha-
ment that yoo are going 10 imphment #
from 1984-85  but wha.ever 13 due for
1984-85, you will give it 10 the Siates in
1985-36, 1936-8, etc  and ihat will be
adpnied from 1 83 10 1989, You
can say, this b your arrcars and that
will be paid to you But as the
bon. deblor, you muost give whatever is
due for this year to the States  You can
say, ‘Al sight, yours is due, | cannot pey
in 1984-85. | can pay ncat year and in
the range of the ncat 4 years, The
whole amount will be adjusied and you
wil be paid exira.” This much assurance
if he can give, the problem will be solved,
Their problems will be solved. You will
pct apphiuse from all sections of the
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House. ' Otherwise, you are being praised
by onc or iwe hon. Members, and you
have been deciied on this scose by various
wctions of this House,

SHR1I CHINTAMANI PANIGRAHI
(Bhubaneswas) : Hon, Mrs, Chairman,
Sur...

-

AN HON, MEMBER : He is from
Orisea,

tinterruprions)

SHR[ CHINTAMANI PANIGRAHI :
! hope you will be a little kind 10 me,

SHRI SATISH AGARWAL: You could
bave Wwid mc that you were in a hwry to
speuk.. | did not visualise that, [ am
sorry, Had [ known that you are going
0 speak pext, 1 would have completed my
specch carlior,

SHRI CHINTAMANI PANIGRAHI :
I think, you bad skready taken 25 minu-
ics,

Hon, Mr, Chairmen, Sir, one of the
most imporiant aspecis of the Centre-
State relation is the devolution of resour-
ces from the Centre 10 the Sta@s, It
should be worked out in such a manner
that the kind of bitterness between the
Centre and the States will diminish and
the Staics will feel, as cqual partners in
the strength and economy of Lhis couniry.
Therefote, we are apporntiog the Finance
Commussion every S years to look at the
economy and 10 sec how these resources
can be wransferred from the Centre (o the
Sizies  With the nalional objective that
the regional imbalaoces should be remo-
ved, and the imbalance between regions
and regions and between States and States
shouid also be removed, these Finance
Commissions are being appointed and con-
stituted, They are also trying to see from
one Finance Commission to another
Fipance Commission, how resources
from the Centre to the States are trans-
ferred.

If you look at the work done by tbe
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successive Finance Commissions, you will
find that they have tried to understand
the aspirations of the different States and
the people and they have givin awards
whereby more and more funds are made
to flow from the Centre, from the Unioa
to the States all these years, We had an
occasion 1o submit @ memorandum lo the
vill Fuance Commission when they
visited Orissa, In that memorandum, our
Members of Parliament from Orissa
suggested that in view of the growing
umbalance from reg.0n to regiwon and
mos ly n the E.siern sector of our
«oumly, there should bz scientific apprasal
so far as the devolution of the resorces to
the Stutcs 1s concernad, We are very
happy that the VIIi Finance Commission,
under the able chairmaaship of Mr Y.B,
Chavan, have evolved a kind of better
formula It was evea better than what
the VIl Finance Commission had evolved,
in that formula, as the hon. Finance
Miasier just now pointed Out, they have
no. given priority 10 the population, On
the basis of population it has come down
10 only 25%. So we pleaded before
the Commisston that at least thc back-
wardness and the p.r  upi g income should
be taken into consideration, 8o that the
pooter States, the backward Siates can
get more aod more finances and more
and more resources from the Centre,
Therefote, compafed to the recom-
mendations of the Scventh Finance
Commission, the recommendatuon of the
Eighth  Ficance Commission arc an
\nprovemeal and they have enoanced
by 84% the total Lransfer of resources
f.om the Centre to the Siates. This 15 a
very welcome siep  This enhancement
will particularly help the deficit and back-
ward S ates, since an extra 5). share of
union excise revenue will accrue 1o the
States.

16 lrs,

Here I think I will not be misunder-
stood by our hon Finance Minister, Here
almost all the State Goveroments have
tequested the Finance Minister and_ the
Goveroment of India that the Eighth
Finance Commission's award should be
implemented from 1984-85. Somchow or
other the Finance Commission could not
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submit its report in time and the State
budgets and the Central budget were
already prepared., Therefore, now it is
going to be worked out from 1985-86,
I share the sentiments of the State
Governments. 1 share the sentiments of
my Siate Governments also because |
represent my state, My State is going to
lose about Rs 175 crores as it is not
being implemented from  1984-85.
Altogether, as the hon. Finance Minister
has said, about Rs. 1400 crores the State
Governments are going to lose  Now,
we would appeal to the hon, Finance
Minister, as Mr. Agarwal has suggested
and also as other friends like Mr.
Brahmananda Reddy have suggesied, that
by different ways and means we should
compensate, we should help the State
Gowromenis who are losing Rs. 1400
crores, Out of this Rs 1400 crores,
Rs 460 crores have already been given
to the Stiates as per the-interim report,
So oonly Rs 1000 crores remain. Therefore,
if it is not possible now, it may be from
1985—90 ~a five year period because the
sentiments of the State Governments and
the people should be respected, It is not
that it is unconstitutional on the part of
the Government of India to accept it.
We appeal to the Finance Minister and
the State Governments have appealed to
the Finance Minister and the Government
of India that because of this lacuna,
because the teport was not submitted in
time, so much loss to the State Govern-
ments has occurred and they should be
suitably compensated 1 hope the Finance
Minister who is always sympathetic to the
backward States will take this into
consideration and see how they can be
benefited and they can overcome this
loss.

I am happy that as against the Seventh
Finance Commission award of only Rs.
1750 crores to the States the Eighth
Finance Commission has awarded 23.5Y%,
of the total tax and non-tax revenues of
the Central Government. It comes to
Rs. 38,520 crores. Itisa big advance
over the 7th Finance Commission award,
I am happy that they have accepted the
per capita income of the State as the
basis. They have given due consideration
to this. 1 am very happy that my Staie
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of Orissa as also Bihar, Madhya Pradesh
have received a better deal from the
Eighth Finance Commission when we
submitted and appealed to the Chairman
and Members of the Eighth Finance Com-
mission,

I am now coming to stress some spacial
problems. So far as my State is concer-
ned, we have submitted a memorandum
to the Commission that so far »s Orissa is
concerned, natural calamities have become
annual phenomena. We have submitted a
memorandum and what we have submited
a memorandum and what we have submi-
ted in the memorandum, | would like to
mention bere —that between 1953 and
1983—1 am leaving aside 1984 - in a period
of 30 years the loss to Orissa due 10 natu-
ral calamities like floods, cyclones and
drought came to Rs, 2129 crores, Another
peculiar natural calamity so far as Orissa
is concerned is fire accidents which destroy
viilages, properties and everything. Every
year about Rs. 50 crores arc lost
by way of fire accidents in villages
where  everything is lost and
damaged. It comes to Rs, 1500 crores
over a 30 years period. What we have
submitted is that the poorer Siates should
be given adequate assistance in this regard,
We happy that they have increased the
margin money for these natural calamities.
We welcome this recommendation of the
Eighth Finance Commission, From Rs.
100 crores they have increased it to Rs,
230 crores.

PROF, N.G, RANGA (Guntur): That
s not enough.

SHRI1 CHINTAMAN] PANIGRAHI :
This is the peculiar profiiem of all ihe
States who arc suffering from natural
calamities like drought, flood and
cyclones [ would appeal to the hon,
Finince Minister 10 come to the rescue of
such States, who are victims of these
natural calamities quite often  How can
a State like Orissa which is 18th in the list
of States io [ndia on the basis of per
capila income of about income of about
Rs., 700 bear losses on account of
natural calamities which come to about
Rs. 3000 crores in a period of thiny years,
We would appeal 10 the Central Govern-
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ment to help us. Of course, you are help-
ing us by sending the Central teams from
time to time, but I plead that the losses
on account of the natural calamities must
be borne in fully by the Centre. These
are not man-made, there are made by
nature, The General Government should
come to rescue of all the sufferer
States,

There is another imporiant feature,
which 1 have always placed before this
House and would again like to place
before the Finance Minister, It is the
debt position of the States, 1 am cone
finding myself to the State of Orissa.
The total Central loan, outstanding
against the Siate Governments as on
31st  March, 1983 were Rs. 21,752
crores.

16 07 brs,

(Dr. RalenDRA KuMart Bajpal in
the chair]

The Central loans outstanding against
Orissa as on 31st March, 198) were Rs,
1031 crores. The most interestiog part of
repayment of this loan is that during the
Ist Plan period, Orhsa repayed to the
Centre by way of capital and interest
Rs 1 crores and 10 lakhs By the end
of 6th Plan, Orissa repayment will reach
Rs. 230 crores. The Ceantral Plan assis-
tance to Orissa in the 4th Plan was
Rs 155.4) crores, but Orissa repayed 1o
Centre during this Plan period Rs, 143.03
crores. Similar is the position in respect
of various State Governments,

This is a very serious phenomenon in
our national life, and we have 10 think
over it very seriously. In 1967-78 only
interest charges on union loans by Orissa
Government were 32 46 per cent of (he
State 1ax revenucs, and o 1973.84, the
interest charges went upto 45 per ccol
of the State revenues. This is the position
of the State Governments,

Sir, time has now come when we have 10
think over this problem seriously, Norm-
ally, there should be flow of reveaue from
the Ceotre to the Siates, and wecan
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understand that, but here there is an in-
verse flow from the States to the Centre,
We cannot understand that. I have calcula.
ted that in the next five years, Orissa's
repayments to the Centre will come to
about 65 per cent of the revenues of the
State Government,

Qur entire effort has to be to increase
the capital base of the State Government.
Why is the Finance Commission giving
awards ? The awards are being given
with a view to see that the State Govern-
ments increase their capital base, so that
in future vears, two, three or four years,
the State Governments become surplus and
do not bzxcome a drag on the Central
Government, That is the objective of the
Central Government and we are trying to
do that, but in implementing that we are
suffering,

You will be surprised to know one
thing. Though it may not be relevant
here, I would like to make a mention
of it,

Sir, the capital base of Orissa is
Paradeep Port. But you will find that
the Government of Kored have said that
they are not going to lift even one tonne
of iron ore. Japan &lso said that they
arc not going to lift one tonne of iron
ore,

SHRI NARAYAN CHOUBEY (Mid-
napore) : Why is it so ? It is because
your people are creating labour troubles
there. Hundreds of workers are fired
upon and huts are burnt by the people
and they are being thrown into the Bay
of Bengal.

SHRI CHINTAMANI PANIGRAHI :
well. This may be dus to the recession

in the steel industry,

Now the Eighth Finance Commission
has estimated that Non-Plan capital gap
during 1984—89 would be Rs 6800 crores,
The Seventh Finance Commission had
estimated the Non-Plan capital gap
between 1979 —84 at only 3,000 crores of
rupees. We would like to know why
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there is such difference between one
Finance Commission and another Finance
Commission, Now it has been pointed
out that the States are raising their
resources, Shri Brahmananda Reddy was
mentioning that day about how a State
can manage to show this deficit, Now
take the case of West Bengal. You will
find that the deficit which was about 300
crores only in the Seventh Finance Com-
mission, is 3500 crores in the Eighth
Finance Commission, How could the
deficit go up ? So this is a very impor-
tant thing, which the Government should
consider 'What is happening to the State
Governm:nt ? [s their economy being
revived 7 Is there any gain 7 We can
simply say that the entire economy of
West Bengal is sick, its industry is sick
everything is sick,

PROF., ROOP CHAND PAL
(Hooghly) : Your yourself told me in
private that there is much achievement in
West Bengal.

SHRI CHINTAMANI PANIGRAHI :
I am not casting aspersions. My point is
why the State Government is becoming
sick,

SHRI NARAYAN CHOUBEY : You
are making us sick,

SHRI CHINTAMANI PANIGRAHI :
Why is this happening, This is happening
because of the mismanagement of power,
performance of power sector in West
Bengal,

PROF, ROOP CHAND PAL : Not
true. During the Left Front period, their
achievement in respect of power generation
is in the national average.

SHRI CHINTAMANI PANIGRAHI :
Do you show the deficit to attract money
from the Centre ?

MR. CHAIRMAN :
talk among yourselves.
Chair. ,

Please .don't
Address the

SHRI CHINTAMANI PANIGRAHI :
Madam, there is fall in the industrial
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production in West Bengal, Can anybody
say that there is no fall in West Baogal 7
1t is a fact.

PROF, ROOP CHAND PAL : Why
do you single out West Bzaal, Look a
Maharashtra, Look at Gujarat, Ahmeda-
bad, look at Orissa itself,

(Interruptions)

SHRI CHINTAMAN] PANIGRAHI :
Ts it not a fact that there are huge lowes
in State Government enterprises 7

~ MR, CHAIRMAN : Please wind up
now,

SHRI CHINTAMANI PANIGRAHI *
No businessman is joterested cither
foreign or native, 10 set up indusliy o
West Bengal,

{ Inierruptions)

SHRI SATISH AGARWAL: We
may not be satisfied with the udminis-
tration in Andhra Pradesh, by the Gover-
nment there, Even then, Mr Brahman-
anda Reddy pleaded, not for Mr. N T,
Rama Roo's Government, but for the
peopie of Andhra Pradesh. [ am not
satisfied with the performance of the S C.
Mathur Government in Rajasthan, but |
plead for the peopie of Rajas'han,

SHRI CHINTAMANI PANIGRAHI :
[ share ihere sentiments, but | say that
it is a misplaced sentiment.

SHRI SATISH AGARWAL: You
have a penalty clause for bad perfor.
mance,

SHRI CHINTAMAN] PANIGARHI ;
Incidence of lock-outs is olso very high
in Weat Bengal. So, these {actors should
be taken into account.

I am happy that the 8ith Finance Com-
mission has modified its approach as to
bow 10 come (0 the rescue of the deficit
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States, and also how to ses that the
poorer States are helped. It has male
an all-round improvement in respect of
seeing that more and more resources are
transferred from the Union to the States,
But [ feel that there must be a commitlea
which must go into all these problems
placed before the hon Minister It
should sze, when we are pumping in so
much of finance into the States, whether
the economy in the State is becoming
seif-reliant, so that they do not become
dependent on the Centre | hope this
point should attract the attention of the
Central Government.

SARIMATI GEETA MUKHERIJEE
(Panskura) : However much myv
friend Mr  Chintamani’ Panigrahi may
vituperate agsinst ‘my State Government,
| express mv heart.felt sympathy for the
people of Orissa, Such a poor State,
Such a poor neighbour of ours, that they
have lost Rs 178 crores through the eco-
nomic hi-jacking of Mr. Pranab Mukher.
Jec. Nowadays, hj-jacking is very
popular,

The action of the Central Government
in refusing to implement the Finance
Commusion’s recomendation in the
currcnt  year which  will deprive the
States of Rs 1506 crores including Rs 300
crores for West Bengal is nothing butl eco-
nomic-hi-jacking. My only consolation,
or distant hope is that, hi-jackers have
never been ultimately successful, because
of various presures.  They generally
surrchder,

SHRI SATISH AGARWAL : He will
not surrender to the Commandos in West
Bengal, He may surrender to  the
House,

SHRIMATI GEETA MUKHERIJEE :
That is exactly my point, I he Is unwill-
ing to surrender 1n the Government of
West Bengal, it docs not matter. It is
the people of eleven difkcit States who
will be suffering—not only the p-onle of
West Bengal, Our Government will no!
eat up these Rs 300 crores, That amount
would be going to the peopie of West
Bengal. Mr. Mukherjee knows that
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even now there is an important, stable
vote for the Congress in West Bengal as
well . Let him not forget it. We speaker
for thelwhole population of West Bengal,
irrespective of their political affiliations,
so also for the whole of the eastern
vegion, which is really very backward.
Yesterday, the hon, Finance Minister
gave his own reasons for not accepling
the recommendations for this year, Afier
that, Mr. Somnath Chatterjec gave a
detailed reply Then Mr. Ahmed on the
other side repeated the same thing. [
probably would not have gone into wiiat
1 am going into now, because he again
said, it will be ditficult, it will be disrupt-
ig the finances, ¢tc. of the States and
the Centre  Some answer has been given
by Mr. Satish Agarwalaji. 1 would like to
raise certain questions with regaid to that,

I am not an economist, but, according
W some calculations here and there, 1
say that out of the two important compo-
nents of devolution, that is income tax
and the excise duty, now, in th=se two,
leaving aside for the moment the addi-
tional 3 per cent of the excise duty, the
proportion remains unchang:d, as far as
thz Tth and the 8th Finance Commissions
are concerned —85 per cent and 40 per
cent, We are really sorry for it But,
for that, we very much wanted thit to be
increased. For the moment, keeping
that also aside, let us calculate what is
distrupting the economy. The total vari-
altion due to income tax making plus,
minus, is 7 2 per cent altogether taking
all the States.

Now, the total income tax of this year
is Rs 1600 crores ; 85 per cent of that
makes Rs.1350 crores, thatis, totally,
the actual figure for this year on this
score will be Rs 95 crores Excise duty
m nus the electricity duty is actually
about Rs 9000 crores for the central
Ludg:t in the current year out of which
40 per cent was to come to the States ;
now that would work out to Rs 3,600
crores. Now,_ here the variation, as per
the Report of the Commission, would be
somewhat like 2.6 per cent  So, the
total sum involved here will be Rs.93 to
Rs.9 crores, The additional excisc
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duty, that is, total for the whole ocountry
of this year is Rs.600 crores ; the varia-
tion would be something like 12
per cent., So, it i3 Rs, 72 crores

So, the total on these two accounts

leaving aside 5 per cent to whichl am
coming, the variation for the whole
country in thsse 8 months would have
been only Rs.262 crores; and if you
think that the Srate budgets altogether
go up to Rs 26.000 to Rs 27 000 crores,
it would not be more than 1 per cent or
1.5 per cent or something like that. So,

it is nmot such a huge percentage, which

will totally disbalance the entire country’s
economy or the State budgets The hon,

Mioister may ask, if that is so, why

are You crying so much, because the
sting is at the tail, The extra 5 per cent
of the excise duties was recommended by
the Commission to go 11 toll deficits States,
Finance Commi son has taken into

account the d:ficit though this is not alto-

gether a new thing of the States’ eco-

nomy, the new thing is that it has recom-

mended extra 5 per cent. The States

arc being deprived of that in 84-85 by

Government decisions. Whether the recom-

mendation is award or not, I do not

want to go into it.

When the Constitution used the word
‘recommendation’ with regard to the
Finance Commission, when it is a consti-
tutional obligation, the recco nmendation
should be obligatory in the moral sense
of the term, if not legally. So, I take
the recommendation as something  which
everybody should accept. Otherwise
why should the Constitution at all have
a Finance Commission within its orbit,
So, let us take everything ia its historical
perspective.  Therefore, it is not because
the entire economy would be disrupted,
but as I said that, the sting is at the tail,
and these additional five per cent will
devolve 1o the States, That is what
away other sums Mr, Mukherjee wants
to hijack,

AN HON_ MEMBER : No hijacking
here,

SHRIMATI GEETA MUKHERJEE:
It is hijacking  This was not in the
recommendations of earlier Commissions,
This amount now should go to the States.
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This is not taken from ome sirike to
another,, It is altogether nmew, It is
from the cemtral exchequer that it would
go. Ceniral exchequer mcans all the tax
that we give to the cenire  together.
So, there is no question of upseti-
ing the funds at the Centre. Ivis if I
may say 80, really 10 deprive these States,
these 11 Ssates, that the Central Govemn-
ment bave takicn such a measure, X o
not & question of West Bengal alone, Ml
rcally very sad that 1hose deficit States
will be losing, Aond as | said, I bearuly
express my sympathy with Orissa ; il is
our ncighbour State which will be  heavily
losing on this scorc. On the Score of
non-implememation of Commissions re-
commendation in 1984-85 other Stiates
will also e losing, For cxample, Bihar
will be losing Rs 98 crores, even Uttar
Pradesh will be losimg Rs 119 crores,
and they are all poor States, we should
know, That is why this should be very
seriously considered, and ths is not only
about that extra five per cent_ but  also
abowt grants in-aid and other things. §
shall raise a few other points,

Madam Chairman, this year has been
an year of matoral calamities for, West
Bengal, Orissa,  Amsam and all of them,
A pew good thing has been done by the
Commission, 1 am not, going iolo the
total recommendations, There is not %0
much time. ) will mention one or wo
points before | conclude,

MR, CHAIRMAN: 1 request all
the Members 1o be as precise as possible,

SHRIMAT! GEETA MUKHERIJEE ;
I will try to be as precise as possible.
As far a» these natural calamities are
concerned eariier there was a  ceiling,
for the margin morey and this Finance
Commission has raised the ceiling and sti-
mulated that 50 per cent will be borne by
the Centre and 50 per cent by the States.
But what will happen this year, the worst
is not yet over 7 It may te cven worse,
At that time we went 10 the Agriculture
Minister, Rac Bitendra Singh, He imme-
diately told toat there is 13 crores and
odd with the State as margin money for
natural  calamities, And he  asked,
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‘What mors do you want 2 Now, the
problem is that in 1984-85 the Finance
Commission recommended Rs 23.75 crores
for West Bengal, OQOut of that margin
money 350.50 would have been divided
between the State and Central but now
if this 50-50 is not diviged, then we will
Bave to returo those Rs 1190 crores.
And that is'uot only our situation, that
would be the case with other States with
such situations, This is a very bad
yeas for the country, And by refusing
w0 implement (hus decision of raising the
ceilng of margin money for natural cala-
mities this yecar, beuring 50 per cent of
that by the Centre, you are putting the
States in a very difficult position, As
we 3¢, we arc about to lose Rs.ll and
odd srores i.¢, halfl of the Commussion's
recommcndations for this yeor, il | bave
wncerstood it correcily from the provision
of not implemenuing i, Will 1be hon.
Minister clarify this paint 7

Thea there i the probiem of schedul-
ing of debt re-payment, This is again a
serious situation, We arc going to lose
Rs.24 crores becauso of the npon-imple-
mentioa of this provison in this year,
because we would have got Rs. 24 crores
relef this year Here 1 would like to
present one case to M, Mukher jce,
which is not unkanown to him since be is
the Central Minister of Finance. From
this you will judge that West Bengal has
a special case,

The Rcserve Bank of India bulletin
shows that for West Bengal in this year
1983-84 the percentage of total capital
disbursements for repayment of debt is
as high as 35,18, And we will be losing
the debi relief of Rs.24 crores this year
as suggesied by the Cemmission. You
may say that you have taken loans and
you have to repay the loans, 1 appeal
for the sympathy of the whole, House
irrespective of political opinion, to rem-
ember the special position of West
Bengal. You may say that it is because
squandering of money by the Left Front
of Government, I would like to remind
him that during the ycar 1972-71 when
there was the Congress Governmet, this
percenitage was 3626 and in 1973-74 it
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was 4676, So, for West B:ngal this
has atways been a very heavy burden
under which we suffer, Thercfore, on
the question of debt re-scheduling our
<ase has to be very seriously considered,
If there was time at my disposal [ would
have shown that the position of other
States 8 not as bad as ours. It
is not our creation. It is the Iegacy
that we bear because of the
country’s partition* and Other atten-
dant problems When I speak about
Government’s decision of non-imple-
menting the recommendations from 1984.
85 I speak not only for West Bengal but
for the entire eastern region, Since
there is no time I cannot substantiate
my point with facts and figures,

About other recommendations of the
Gommission with regard to the share of
the State in the corporate taxes, 1 fully
support that and I hope, the Government
will implement that.

Regarding another recommendation
of the Commission not to increase the
administered prices, the administered
prices should not be enhanced in
future because that robs the States from
their legitimate share and that also
adds more burden to the States, |
would like the Minister to comment
on it. | hope, they will accept the
recommendations,

Finally, since we are in the middle
of the year, there is enough time to
revise the decision of the Government
to implement these recommendations from
1984-85. Whatever different Members
may be forced to speak here, in the heart
of their hearts, those who are coming
from 11 deficit States, all of them will
agree with me. [ beseach you, please
change your decision and implement the
Commission’s recommendations from this
year,

PROF, NARAIN CHAND PARA-
SHAR (Hamirpur) : Madam, the appoint-
ment of the Finance Commission has
always been a matter of great satisfaction
1o the various contenders for their share
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in the finances, It has been suggested by
one of our friends from the opposite side
that the Finance Commissions have a
very heavy pro-Centre bias. Madam, I
refute this charge, it is mot the case, On
the other hand, it is the Finance Com-
missions which have done justice to the
claims of the various States and as has
been the case with the earier Finance
Commissions aiso, the Seventh Finance
Commission recommended a devolution
of quite a big sum, Now we have the
Eighth Finance Commission which has

suggested a devolution of Rs. 38,500

crores, So, there is a significant recom-

meadation because it shows that the

Cenlre's finances and the States’ finances

have both been considered by the Finance

Commission and some sort of a balance

has been struck, In their approach to

the Report of the Eighth Finance Com-

mission, the Commission states that their

task is not easy, it is to_ harmonise and

to balance the various claims that are

placed upon them. So, if we view from

that angle, the appointments of the Com-

missions under Article 280 of the Con-

stitution have been given great significance

and the names of the various Chairmen

would suggest that men of eminence have

been appointed as the Chairmen and the

Members. The first Finance Commission

was headed by Shri K C. Niyogi, the

second one by Shri K Santhanam and

the third onc by Shri A K. Chanda who

was a former Comptroller and Auditor

General of India  Then two judges also

figure in this list—Dr. PV, Rajamannar

and Justice Shelat who headed the Seventh

Commission. Then Mr. Mahavir Tyagi

and Mr, K Brahmananda Reddy have

also been there.  So, the appointment of-

Mr. Y B Chavan who was the Finance

Minister earlier, is also a tribute to his

experience and recognition of the

good work that he has done in submitt-

ing this Report along with the other Mem-

bers of the Commission,

The Commission had to think of the
claims advanced by the States Two main
claim of the States is that they should
have the share in the corporale fax a!:d
also some share in the surcharge on in-
come-tax and, lastly, they should get
someth ng out of the administered prices
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and the rise in this should be shared by
the States also (Mt rrup ions),

AN HON'BLE MEMBER : I should
be abolished,

PROF. NARAIN CHAND PARA-
3HAR : Whether it is abolished or not,
the Commission kave taken » differemt
vicw  They said, if it is only a rewnue-
hunting cxercise, then it should bs  abok-
shed otherw:se, if that s nut 1he case,
then it should be continud So what |
maintain is that the cl.ims of the Siaks
have been consdered and hey have been
given duc weightage. I is the case of the
Centre has alsv been taken into account
because it is primatily s commission of
the Central Governmum  but | would
join in the pkca made by my semior col-
league Shri K Brahmacaonda Reddy for
local bodies bccause the Jocal bodies—
the Municiral Committiee, the Town Ares
Committees, the Notfied Area Com-
nittees, \be Zula Parishads, the Panchayat
samitis and Panchayats—do not figure
anywhere A submission was made al
the time of the Sevemh Commission also
that this should be considered but il was
too late then. 1 do not know why it has
not been considered by this Commission
but 1 would picad with the Governaxnt
of India through ycu, Madam, that by
‘he Ninth Finance Commission, the claim
of the local seif government institutions
should be cons'dered on a priotity basis
because according lo a study conducied
by the National Jestitute of Urbao
Siudics, it has been found that 83 per
cent of the Municipal C. mmitices, Town
Area Committecs, Notificd Area Com-
mittees, etc. are going down in the
quzl y of serviies in providing civic
amcnities 1o the people living
in those aress. This is the case
of 85 per cent of the Notified Area Com-
miliees. etc. that the basic amenities
which are be ng provided to the people
are of » very poor qualily—sapitation,
bealih, educauon and all that. If you
go 10 8 Municipal school in & small town
you will soe the conditions there I you
visit the mounicipal school or hospital in
Delhi and then visit a national school of
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hospital, or even of the Delhi Administra-
tion, it will reveal the diflcrence. There-
fore, there is a lot of uwrgency about it,
When it comxs 10 education, yow are
asking the local panchayats and munici-
palities to raise funds for the building.
But many of the schooks have po build-
ings at il and itheir sanitary conditions
are very poor, So, | would urge that the
demand that the local bodies including
the rural bodies should be given a due
share in the finances might be considered
for the futore. They also have a legiti-
mate claim because they spent a good
chunk of money for the service of the
nation,

I am happy that the Commission has
upgraded \he siandardy of administration
m Chapter X1l and has madc a good re-
commendation. The 9 areas which have
been sclected by the Commission, ase the
areos which are primarily taken for granted
10 carry on the burden year after year.
Expansion takes place, more burden cemes,
but no upgradaon wakes piace Now, acc-
ording to this sreport, there is upgradanon
of police, educaticn, jail administration
tribal administration, health, judicial
administration, district and revenue ad-
minisiration, tramning and treasury and
accounis administration. These are the
9 areas which have been specifically sele-
<ted by the Commission for upgradation,
10 be looked after better in the future

There are States which have no tribal
population, like Haryana and Punjab.
Therefore, on this score, they would get
any grants under item (iv), while some
other States will get it. | am happy thst
our State of Himichal Pradesh is given
adequate share under this recommeada-
won,

So far as education is concerned, 1 Am
very grateful (0 the Comnussion that they
have (aken note of the genuine and pres-
sing needs of the States. The Commis-
sion says that the Munistry of Education
stated that there were no pucca buildiogs
or adequate siaff, The Minmstry of Educa-
tion bave placed the financial require-
ments for the abowe schemes at
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Rs, 3,247.86 crores,
says :

The Commission

“It seems to us that lack of pucca
buildings for the primary schools
and the existence of single-teacher
primary schools constitule two
basic weakness in the education
system, Presently, 1,85,666 pri-
mary schools accounting, for
40.88 per cent of total number of
primary schools in all the'22
States are funciioning in thatched
huts, tents, etc  We have decided
that the States in which the per-
centage of primary schools with-
out pucca buildings exceed 40 per
cent should be helped with up.
gradation outlays to bring down
the percentage of such primary
schools to the all India average
i,e., 40 per cent."

This is one instance to show that the
Commission has gone into the problem in
depth, analysed the requirements and
finally recommended, not the amount
which the Mianistry of Education wanted,
but they have allocated Rs 164 39 crores
for the construction of 38,946 additional
school buildings in all the 11 States where
the pucca buildings and primary school
teachers are not in adequate ‘strength, to
make them come up to the level of the
other States,

1 am rather very much disturbed to note
that some friends in the House think that
the Special Category States are a burden
on the nation. 1 find from the speeches
that some hon, Members have said that
whatever is spent by these States is to be
born by the Centre. The Special Cate-
gory Stat:s, which include 8 hill States of
the country located in the border, have
special requirements, They have great
potential for developmegt, It is at their
cost that the States in the plains Fave dev-
eloped. For example, Punjab and Haryana
have developed at the cost of Himachal
Pradesh. Similarly, Nagaland, Arunachal
Pradesh, Manipur and Meghalaya have
contributed to the development of Assam
and Bengal, The argument that Special Cate-
gory States draw a [ot of the attention of

etc.
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the Centre and are better left to be looked
after by themselves should not be taken
too seriously, These States are disadvan-
tageously placed by nature and by geog-
raphy and they remained unceveloped
from the very beginning. The Britishers
and other people looked at them as plea-
sure resorts and health resorts.  So, they
looked at them only from that point of
view, The result was that the natural re-
sources of these States remained either un-
tapped or they were tapped and utilized
for the markets which were flourighing in
the towns below. So, the cities and towns
in the plains flourished at the cost of the
hill States and that is why the hilly States
lagged bechind. That is why our Chief
Minister pleaded before the Commission
for an adequate share in the revenue rea-
source, so far as excise is concerned; he .
pleaded for 10 per cent extra for these

“States, Though this has not been accep-

ted, yet in certain areas; as for example,
in the area of education, 30 per cent of
the extra component has been added to
the grant for the States because the
costs for buildings there are more than in
the plains. This is one aspect which has
been looked into,

[ would refer to one more important
thing that the Commission has looked in-
to or cared to see. The Members of Par-
liament belonging to the hill States under
the auspices of All-India Hill People’s Wel-
fare Association (Registered) called on the
Commission and presented a memorandum
last year at about this time pleading for
smaller administrative units, Now my fri-
end from U.P,, Mr. Rawat was also there
with me, and Mr, Joshi and some others
from other States were also with me and
we pleaded that a development block in a
hill State like Himachal Pradesh or Mani-
pur or Nagaland or Tripura, or for that
matter Union Territories like Mizoram
and Arunachal Pradesh, or Jammu and
Kasmir and U.P, hill areas and other hill
areas, should be smaller in size because
the development work canoot be done
with as much speed as it can be done in
the plains where the size is more compect,
the means of communication are more
casy, and it is easier to ensure quick deve-
lopment, So we thought that the number
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of blocks should be increased in Himachal
Pradesh and other States and it should be
brought to a compact size. Now, what
is the attitude of the Central Government?
The Central Government says, *‘Well,
no objection tO the increase in the number
of blocks, You can increase the number
of biocks, but you must share the initial
cost, That is, the cost of establishment
and administration of the block must be
borne by the State Goveraments themsel-
ves, which would be a big burden for the
States and therefore, we would plead that
the Commission should take this into cone
sideration that administrative units like
tehsils, talukas and districts and comma-
nity developmsant blocks should be more
compact, should be smaller in size, con-
sequently larger in number in Hill States
than in other States because of the pecu-
liar difficultics which they are expericn-
ciog and in this case we had recommen-
ded that for Himachal Pradesh instead of
69 blocks there could be 100 biocks or so.
That would be the number which the
State Governments take mto considera-
tion, which the Centre could decide.  Bat
the Commission has not taken this claim
into consideration, but this is very much
important becaus: management of the ad-
ministration would oot be superb unless
the sizz is mapageable Now, we have
scen that the small States as for example,
Himachal Pradesh has flourished, Mani-
pur has gone up and similarly Tripura and
similarly Nagaland, bscause the small
States have come up.  As a resuls deve-
lopment will be fasier. In case they are
c'ubbed with bigger States, these would be
the most backward areas and therefore, |
plead for smaller adminisirative units for
a large number of development blocks in
the hill States. not only in Himchal Pra-
desh, but in all hill States in 1he country,
and | would picad that excessive atienion,
mare than due atiention, should be given
to these Siates because of ihe problems
that they are alwiys expericncing in vari-
ous ways. 1 would also plead that the
natural calamities should be given a cons-
tant vigil by the Centre because whether
it is soow fall in Himachal Pradesh or
flood in the piains or U P or a cyclone
in Andhra or Kerala, it is a pational cala-
mity and a national calamity should not
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be left to the States to look after because
States have limited resources, They can-
And we
have been demanding that iastead of sen-
ding a Ceatral tcam to go there, which
takes a long time in examining the flood
and such other situations as before, why
don't we have some sort of a permanent
set up there which can put the machinery
immediascly into action 7 Tt is said that
there was margin moncy that is available in
the States and tha States can start initially
with the margin money. RBut the margin
money was very small, For example, for
Himachal Pradesh the margin money is
only Rs 8,75,000 So, what can you do
with this ? Theic loss is to the extent of
Rs, 20 crores, What this margin money
can do? And the visit of the Central
tcam and all that would take a long time
So I would picad that the Commission in
its wisdom may consider, and if the Com-
mission will not do it, then the Central
Government may coasider some sort of a
parmanent set-up for meeling the natural
calamities in all the Stales —calamitics be-
cause of snow-fall, rainfall, floods, cyclone
or anything of ths kind --s0 that imme.
diate relief is given to the people and
things are done.

Now, this refcrence to the 20.point
programme is the reference to the wel-
fare programmes for the destiny of India,
but the banks—because the Minister for
Banking is sitting here, | would point out
to him that the criteria for opening the
branches of the bank in hill States and
regions should be different.  They should
pot be linked to distence. That is, & bank
should not be dcbarred within 8 kilome-
tres distance, Eight Kkilometres in a hill
State would mean a lot, there may bea
stream and a mountain in between, and
30 it should not slso be linked to the
populition. So, a more liberal opening
of the bank branches would belp . in the
implementation of the 20.point program.
roc and the policy of the Reserve Bank
is & great hurdle, it is a big block in the
way of implementation of the programmes
20 far as the hill States are concerned be-
cause Dot granting enough branches, not
opening the branches in places where peo-
ple can easily reach them. where they can
benifit from the location of these branches
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If you want to make this

Plan a success or the 20 Poiat Programme

A success,

the bank which has come to

play a key role should be allowed to pro-
liferate into the very interior of the vill-
ages whether in plains or in other parts of
the country, We have a system—that each

District

is given to a bank called in the

lead bank of the district and the lead
bank manages the programme, One of
the State Governments had suggested the
block approach 1 think it is Maharashtra

or some other Government,

They sugg-

ested that block should be a unit for deve-

lopment not the district.

I plead that you

should have a lead bank for ecach block

and not lead banks (or the districts,

be-

cause district is big in size and any bank
would not be able to do justice,

1 would plead at each block beadquar-

ters there should be a branch of the

fend bank of

the district and we

should accept the concept of lead bank
for the block rather than lead bank for
the district,

For communications also, for expan-

sion of posts offices and provision of
P C Os and other infrastructure we should

have a better deal.

Hill States are always

lacking an infrastructure—may be in the
Railway lines, may be roads, which are
prime necessity for us. Dr, Parmar used
to say that first priority in Himachal or
hilly areca should be road No. 1, road No.

2 and so on and so forth.

Road, bridges

and railway line~ for this enough money

should be given.

Enough moacy should

be given for gencration of bydel power
which is the primary source of income for

It should be rcgarded as potential

for our development.

With these words I commend the good

woik done by the Finance Commission
and [ find no justification in the criticism
that the recommendations have not been

implemented this year,

They can be imp-

emented the next year with better speed
and with better efficiency.

MR. CHAIRMAN : Dr, V, Kulandai-

velu.
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*DR. V. KULANDAIVELU (Chidam-
baram) : On behalf of my party the
Dravida Munnetra Kazhagam, I wish to
make a few suggestions about the Report
of the 8th Finance Commission and the
Explanatory Memorandum of the hon,
Minister of Finance accepting the recom-
mendations contained in this Report, I
am compelled to point out that this dis-
cussion has highlighted the frustration
that has set in even among the Members
of the ruling party at the Centre, The
Finance Minister’s announcement that
the recommendations of the Finance
Commission would not be implemcnted
for five years, which is a constitutional
requirement has confounded the ruling
party members, The Finance Minister’s
assertion that the recommendations would
be implemented during the period of 4
years starting from 1985-86 has further
confused them. I am not making any
allegation against this approach of the
Finance Minister, The hon, member
Shri Brahmananda Reddy, a senior ruling
party member, in the course of his
speech, has demanded the implementa-
tion of 8th Finance Commission’s recom-
mendation from 1984-85, He must be
fully convinced of the reasons for this
demand, because he was the Chairman
of 7th Finance Commission. It is no
doubt that the demand of his senior
colleague; Shri Brahmananda Reddy, has
stumped the Finance Minister,

The States are being denied their share
of about Rs. 1500 crores because of this
unprecedented decision of the Finance
Minister., It will .be no c¢xaggeration to
say that this is a grand deception that
has been perpetrated on the States, The
Reports of the 2nd Finannce Commission
and the Sth Finance Commission were
submitted much later than 30th April,
on which date the report of the 8th
Finance CO[‘nIl‘llSSlOI] was presented. Yet
those Reporls were given effect to .from
1st of April for a period of five years,
1 do not know the compulsions of the
Finance Minister in not implementing
gth Finance Commission’s report from
Ist April 1984,

The original speech was delivered in Tamil.
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I would like t0 make another sugges-
tion for the consideration of the Finance
Minister, The Seventh Five Year Plan
starts from 1985-86 and it will run for
five years, There has been a demand in
the country that the Finance Commis-
sion’s recommendations should be imple-
menled concurrently with  that of the
Five Year Plan. Though the recom-
mendations of 8th Finance Commission
may not b: implemented from 1984-85,
1 submit that the Finance Munister may
thiok of Implemeating them from the
1985.86 for a period of five ycars along
with the 7th Five Year Plan. Both will
come to an cad in 193091, This will
easure proper devolution of funds for the
successful implementation of Plan s:hemes
by the States. . ’

Sir, 1 would refer to anoiher innovative
dep rture that has becn made by the
8th Fmance Commission,

16,56 brs.
[MR. DEPUTY-SPEAKER In the Chiir)

A distinction has been made between
sucplus  States and deficit States. The
hon, Member who preceded me demand-
ed that th. Hill States must be (treated
on a special footing, bscause they have
not kept pace with the progress made by
other States in the country. If the ruling
party members themselves admit that the
scheduled tribes living in the Hill States
have not madc any progress even aflter
37 years of independence, then it is a
candid admission of the failure of the
Central Goverament in  implemeating
plan programm:s in the Hull States,» If
there had boen beiter administration in
these Hill States, if the plan schemes had
been implemented vigorously all  thew
years, if industrial units had been set up
in these arcas, then the-e would have
been appreciablz progress io thase Hill
States. The wvery demaad f(rom the
Congress Parly Mzmbers for special treit-
ment to the deficit states, ie. the Hill
States concedes the abysmall failure of
their own party Goverament at the Centre
in the matter of developing Hill States,
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I will give you the example of surplus
in the form of Tamil Nadu, During
D.M.K. rule in Tamil Nadu under the
Kalaignar
Karunanidhi was a beacon light for
other States to follow, The D MK,
Chief Ministers brought Tamil Nadu to
the second place in industeial develop-
meat, Tami] Nadu made a remarkable
progress in  education, The health
schemes in rural areas were implemented
with verve and vigour, Potable water
supply was ensurcd in all the villages in
Tamil Nadu, Rural electrifization was
given top priorily, By ensuring adminis-
trative efficiency, by tighiening the tlax
collection machinery, by cutling drasti-
cally the non.plan expenditure and by
prudent financial managenent, Dr,
Kalaignar Karunanidhi converted Tamil
Nadu into a surplus revenue State. If
the 8th Finance Commission had declared
Tamil Nadu as a surplus State, it is en-
tirely due 10 the competence, of Dr,
Kalaignar Karumanidhi in managing the
finanzes of the State when he was the Chief
Minis'er. Instead of giving incentives and
inducerents for such surplus States, they
are being denied their legitimare share
in the financial allocations, | am sorry
1o say that & premium has been put of
financial mismanagement, on imprudence
and on administrative  inefficiency.
Otherwise, there would not be so many
financial incentives for the so-called
deficit States | am sorry to say that
this approach may lcad to financial part-
nership also, The Opposition-ruled
Statcs may be declared as surplus Staies
and denied adequaic financial allocations
by the Central Government, Similarly,
the ruling party at the Centre may be
soft to the Congress-ruled States by
allocating more money under the gard of
defizit States. ‘This is not conducive for
economic growth of the country oan an
even koel,

MR, DEPUTY-SPEAKER : You
must g0 a litde faster 30 that you can
Cover more poinls,

17 brs,

DR V, KULANDAIVELU : [ must
be clear in my points, By nature ] am
a little bit siuggish. Shri Brahmaoand,
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Reddy, the hon. Member belonging to the
culing party has given some commend-

able views for the acceptance of the
Finance Minister,

Sir, I am sorry to say that the recom-
mendation of the 8th Finance Commis-
sion runs counter to the views being
adumbrated by the hon, Prime Minister,
Qur hon. Prime Minister has besn laying
wreat stress on population coatrol.  She
has advocative greater incentives for the
States vigorously implementing family
wellare schemes for containing popula-
tion explosion. But the 8th Finance
Commission has recommended . financial
allocation on the basis of population.
That means the States which bring down
population will get less money. For
example, as a resalt of effective imple-
mentaticn of family welfare schemes,
Tamil Nadu which had 41 Lok Sabha
sca:s got only 39 Lok Sabha seats Two
Lok Sabha seats for Tamil Nadu were
tost bicause of effective implementation
of family welfare schemes, Now, Tamil
Nadu will get less finaacial allocation
also. Is it doing justice to the State?
It is not that by referring to this | am
against the family control schemes. All
t wish to stress is that the States which
implement family welfare schemes with
due deference to the wishes of the Prims
Minister, the present Prime Minister,
must not be denied their share in central
revenucs,

I take this opportunity of demanding
that Corporation tax must be brought
under divisible pool and the States must
gct their share in the corporation tax,
Only when the States arc stroag, the
Centre can become powerful, That is
why Dr Kalaignar Karunanidhi’ had de-
manded Siate autonomy, We do not
know whether the Sarkaria Commission
has started working, Without devolution
of powers, there cannot be real devolu-
tion of funds. The States must be given
more autlonomy.

MR. DEPUTY-SPEAKER : You
bave already taken 15 minutes, Kindly
conclude,

45
erc. (M) '

SHRT M, RAM GOPAL REDDY
(Nizamabad) : He is speaking in a
sweet language in a swect manmer. He is
making a good speech. Let him speak
for some more time,

DRV, KULANDAIVELU :
for the compliment

Thank

MR, DEPUTY-SPEAKER : You
tak& two more minutes and conclude
your speech. [ ring the Bell as a warn-
ing for you to conclude,

DR, V. KULANDAIVELU : For
natural calamities only 5% has been made
in the annual plan  allocation, Tamil
Nadu suffered continuously for 3, 4 years
because of recurring drought. Crores of
rupees were lost in this The acute
drought was followed by unprecedented
floods which caused widespread damage
to life and property worth several
hundreds of crores, Several villages were
washed away, Vast tracts of fertile
lands became a cess.pool Out of the
annual plan atlocation of Rs. 916 crores,
52/ for natural calamities comss to Rs. 46
crores. Is this sufficient to ‘meet the
loss suffered due to drought and floods ?
This is too meagre to tide over the natu-
ral crises. More funds should be allocat-
ed for natural calamities, So far as Tamil
Nadu was concerned, the States has to
face the rehabilitation of Sri Lankan re-
fugees. They are pouring in Tamil Nadu.
1 demand separate allocation of funds
for rchabilitation of Sri Lankan refugees
in Tamil Nadu. Presently, the paucity
of funds has reduced Sri Lankan lrefugees
to beggary. The Finyace Minister should
look into this special problem of Tamil
Nadu and allocate more funds, Similar-
ly, the Statc Governments are to meet
the D A. Demands of State Government
employees They demand that their D A,
should be on par with the rates of DA,
being given to Central Government em- -
ployeces. This is 2 legitimate demand.
For this the State Governments must be
given funds by the Central Governments,
1 will give you thc example of my con-
stituency for stressing the abscnce of
roads and link roads in coastal areas.
My parliamentary constituency, Chidam-
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baram, i» in coastal. We do not have
roads and link roads which hinder eco-
somic devefopment. More funds should
be allocated for roads, which are the
arteries for economic developmenmt The
hon. Member who preceded me referred
to the nced for oOpening more posial
communications in HiH arcas, 1 demand
that this should not be restricted to Hill
areas only The Postal Dwperiment
take shelter mnder the constraints of po-
pulation for opening & post-offce or »
telephone office. The population should
a0t be basic criterion for opcming posi-
offices, The basic meed of the peopic
should be primary coamderaton for
epening post-offices, telegraph  offices and
tclephone offices in rural arcas Then
only rural areas can have postal com-
munication facikitics, Thc Finance Com~
mission docs mot scem to have laken
the rural development as the basis for
its recommendation. | suggest that the
Finance Mimster should pot hesitaic 10
modify the recommendations of Bih
Finance Comamission for the saks of
ensuring rural dewclopment o the
country. Only wheo the State develop,
the Cenire can be stable and strong,
This must be the basis for finamcial allo-
cations by the Cenire. With these
words, [ conclude my speech,

Vo Fsian g srevra (Fate-
M) : wrv sereaw A, &, nzd
fan srgm & frig &1 @ s
g frw angm & Fwa an wea
aeegi w1 W & wrar sy s e
IR A GF R UG KT 9
yfesrr wrr agm 3+ Amad faw
g ¥ asai &1 fgrar 40 sfamy
wr yafws wx anwr 45 sfm we
fegrmar & gRt dw & fagr o)
dfana Pt €, IR W A
aaeAT & giearT § g7yz 280 §
\ ¥1a %7 grawA feqy f& o exqx
faw g g WY Iaw fasifaa
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a1y W wGA ) gETR, e g
& Anaw ¥ gw gl ¥ @y faefi
Aardaeg aNx & g9 fwE # oy
iy &Y 7k 2, IaF 1w F gw fd
¥T fawrfeal ® arg  19g4-85 F A
are g ¥ ) k8 g% @ fawz gf-
fafy dar @ s § ) wIE W
wifay gy @ Irr d r @EACE
& yaegw & @Mt W fAAzA WA
g, vrEary arfaal &) gw anew
faer yran & aga wfaw arod oF )
LTt @ fam T g
fe sne? famr amair Y fdE & o7
w8 ugA fadf ) e ¥
T, wr apt 97 fe Fremrr awrs
T 4, xw faw agi & v fadg
gw17 &Y g faadt ) ow 39 foe
w j9g4-gs AT ARt wT R R €@
¥ weary ¥ ey gu usy W
aga afax wifes wft it Qe 45
HOT To UNEAA ¥ &7 fadgn | o
9FIT 34,25 ®AVT QA & w7 G
AT | N EUT WUN NANA & w7
§ aga ) v oA 8378 ENE
AIAT ¥4 & €7 §) AT | (@ G817
45 $OT WU K A {  OATGA €Y
AYsqNET ¥) ATV QA GHAT )
#7193 9 VI K 495.83 EUT WY
WFZEA-qr & ¥ H feg g owWiny
Ay qu¥t &%Y ® ¢ wfew U
fragr ag ¢ & w1 uwewmA WY
IW Ay Qg SATw WA AT
T § ) A Y wfw @ A
e & etz & & gt g,
ag 9 %1 g axw ¥y gia §, agi

20 ¥ ATEY & swwn 10 WA
qfa § )Y 2w we ¥ gudy awr 9T A7
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sy & fay sy o favitr mgraan R

WE wagraew gy formw swm

¥ @A Tl & fag, ewai R
armde, fafera fearaa e, AT
gYr iy & fag, ot feh afaa £,
Ay Agram 27 g, w3y g ¢ fs
AR K1 A, W 60 sfama wx
¥ Wmam €W §, R WA AW
agraar aT feT ¥ feare fwar sy «

v & varqrm & Wifas Pegfa
& A7 § 1790 A3z F@r wEAR
¥ agi &Y gUAEt 9dq g @Aq
e & P ¥ @re /A g § ¢ Tw
¥ qftown sqey Iw ax ¥ HF WA
aifer &1 aga ®q W wATA W
fom qrar & ot ag afesas gar @
@FA § 4+ AT & OFY §) TG 9T G-
T RANEQT A @AY ) WP wrwA R
wt 2@ wiw @, Jgi W& FT ¥
qrAl AT YA ¥y d@l aw fw
Al e & I QI I )
QY A7 ewTA qT 27 09T KT §, w2
ffremr @ &) 7 WFAEY W
BHEQY FT A aF €15 AR AG
Ramr g @wfag o faags R fF
faeity Agraat 3@ A9g T AEAEER
& art ¥ f5 & faare $ifqo | 02
cfeny 1 @ G ofima &1 ag
@iz fear sar fgg

o3 I IOEA geF 5§ gfg #r @,
sraa ang g & W wamaAr g fF
AT JORALEE,  AGF WK
UREX & F=q AN wsH W R
F(fgd | AT 379 fag @M § | 0
R g faaga ¢ 6 o wsdi &
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fawrs qx aqw awE w1 afvs sfawa

@ firgr qoaT & Al S g fawrE
WIaT 93 qIT IIT FY 7 FfqAT @
TR &, I7 S & AT OF @ $2-
T ¥ e fgur &, W e qreaae Ifag
T8 & ww R gme R e
TIA & Y KT K7 q%F 1 q@f|g
Jufadaw & s fasrg Y e &
vay gq 7aft awenms & favew ¥
aza fandt g w4 sygewr st 2, &
&1 Ffory TEd g, WTHRY qEAeqrH
7 AT fAaq ety g g &
wradt § f5 gard @ awi &
FrRa oft-go dm #, fatg sl
Tat §, 9g Wt #v F¥fsargat 39
w3Y afaw & | s9ifF wsat # fawrg
&1 & Mo ®19Y aaufy sog &
gzl £ | T ATAT (WA F T8
¥y Faaifefazs s 9 oft g
FTAT 9gAT §, AN frenm @, emveen @
degee Fred AR dsges oreE &
Fargaz 7Y g 3, Fae 1€ worea
wifed 78 &Y | qgaT WU -
T # 136,95 FAY WA A AA-
iy & &, faem & 82,08 ®A¥
§o EayeeT yavEl & g fag o &
fs aga & 77 & 1 oEeqE F 7 W@
wia §, wgt T a% FrE Treew &
Agi @ar 310X T H &l W
Pafrear gfawr Saaey adi &1 FE
Fqrl 97 WA T AdY §, A afz
w5 & @ @ o fow 0w & A=
2 wafr wwema & fogd gl
gacyT § 3@F g § FwA E 1%
aga & #w ufw ¢l ww @wiA
#Y FTATAHAT § |

HH AT WA A SewA,
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sTrias wmud % fag 19 $0T e
® ganfr twegE & fao sar N
dar e & agy @ frden w39 §
@ foed gu um & foo. agt fedd
SO EY gfawr Ml ¥ Ivme F @,
fas¥ wga a¥ yarr ¥ rfvearn ),
gt foed Tyt ¥ W wEw
w O wrx W st xr gfaw,
W A ¥9 § f& wnag ¥ afx.
feqfoat w1 argft agr 9r &t w
¥ 213 ¥ fag avm g & win
wiea q¥d | gafan 10 ®0T A ufa
aqE R gE A & ama g 0@
feed ga won & fy gAY ®n WA
ufe qaka aft § wfan tas a3
wifgd )

e Y g0 wfaory FAqeyr wiw &
wa ¥ ar % Ty gE fer ww 20-
g s & S afes uga fas
¢, 9G7 % Yam a9 Ul 9T eI
Fag s aft 2 wwi & fawly
arax Hifaa 3, a3 A% 94 fasg
AEIT § wrAwiT w1 gy §, e
ST Agt a2 | xa% g fam smm
¥) fatrg gria s wifge as) gn
EWE AW &1 G IR avn,
it § gewra fra A% AT wal
& gfrie o s=a1 3 €7 20-
o s1awm & far sow) fawg wia
THT T SN Y P9 F FA7 097 ¢

UITA § I NA-3192 W
angefeEy ®ig &1 TE-HTE ¥
¥ wifgy wwife quvar Wrogmz
WA UAYA § oapr @ fardm
gfifegfani dar @) At § ) U=t AN
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g & T @ifve §, daw IR fedy

SO Iy ¥ @ wAufw

faaat § 1 ¥a) fegfar ¥ shav-amee wa3
g7 & e mifew gy fany At
FAAT ¥y g & wawfa) 6

W wrar §, qrEsifa ay awr

UWZEYA GTHIT ® W W37 SHAI-

feai &) sgrf wen AT qur &)

Ig% gfiwm g wwa W W)

N § nw w@r & wisgwrqr AN

wagfrn @ 7€ &) wmw fesfaa

na) ¥) gaay wlasfow wsa & af

o wifien §3 sfvew §om, afaw.

my, wafes, agrog wig A gaar

g & ufz a9 T Al qg §94A

gk g 1 u¥ fag foare ama amesd

YA g

e # fagrf & fag sk
famtor w1q) ¥ fadr ot aga afew o-
ufa & wraeawar At &) gt aga
at fewmt ¥ & aqtar go k.
age ga-nrfeza a0 € ue-ws

T Y Tn wfge

% afafrey faw ot & wgv-
&3 ¥ miw afaw aw 1 @ faw-
frg «Y @ | va% S0 QAT ®
23.47 0% g7 fowar, afes In
fagrfam &Y garma & @Y w@ Ad
TxEa ¥ 23.47 wO¥ 6 pfv gt
1 & faw 59 ngizn & fadga we'n)
fe tu famfw w) a1 asr @ am

. ¥ wfgy,

mw w7q faw s & fqZ &
WARTT e w1 4.33 sfaww &
A% fs qit 3w & Hwir ¥ Awr A



465

8th Fin. Comm, Rep.
ere. (M) .

A AT FT A7 IqHT 10 Whea
FoTIgen T Ay gimr € AN
A AANE v % femrw 7 fam
grx &1 Fr1ar Ax57 2, 3o fgam
F & gawr fasitg szrear fasd)
wifgd | o7 %8 7 UTNIA %) fadly
ngraar w1 fgem sanaifas v 7 ag

HIGAT |

ar fg7 ofrar &Y fag gwre @
agigar 27 & fao fager gon aAq §,
IAY A 7 yAeq17 & nrsAm N
WY ema ® rEa gv e Reer gar
AT HI TAE AT F qafrar 5%
TAY A9 ¥l q mWeAl QA AErey
w74 g

SHRI K. P, UNNIKRISHNAN (Bada-
gard) : Mr. Deputy-Speaker, Sir, today,
we have an unprecedented discussion,
More than the recommendations of the
Commiss on, the attention of the House
has been drawn to the manner and the
method in which that Finance Commission
charged with the constitutional responsi-
bility has been treated thereby committing
an assault on the constitutional provisions
themselves,

When the Constituent Assembly -1 am
happy that Prof Ran a is here—dehited
the provisions for the federal finance for
distribwion of reveonue, its endeavour was
10 envoive a coopeiative federul struciure
where the chosen instruments like the
Finance Commission and ubove ail, coa-
ventions would play an cqually important
role The Constitutgnt Assembly had an
expert commitlee ¢n financial provisions
and this Committec had hoped that the
problem of divided taxcs could be amica-
bly resolved through the instrumentality
of a Finance Commission. That is what
Mr. B. N, Rau says in his epoch making
book on “India Constitution Making.”
There were demands in the Constituent
Assembly for spelling out or eatrenching
certain provisions because doubts bad
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started crceping in even then that the
interest of the Siates would be safeguar~
ded. There were stalwarts of the freedom
struggle like late P, C. Ghos and A, N,
Sinha who was the Finance Minister of
Bihar, who had openly demanded in the
Assembly and argued before the Drafting
Committee that these provisions be en-
trenched. Replying to them Govind
Ballabh Pant said that you can expect just
treatment from the Union and justice shall
be the sheet-anchor of Union-State rela-
tions, But then ‘just’ was an acceptable
word and justice was never denied. But,
now in the vocabulary of my dear friend,
the Fnance Minister, who is a very dear
friend of mine, 1 don't think these words
probably they have a different connota-
tion, The Finance Commission as envis-
aged in the Constitution as a body cliarg=
ed with certain constitutional rights to
examine the financial resources and needs
of the States, I do not want to use this
occasion to argue that there should have
been another commission. There has
becn a demand which we made in Srinagar
conclave where th: Chief Ministers of
non-Congress-1 States and the opposition
parties met and talked about a similar
commission (0 go into the question of
finances of the Centre, But, in practice,
the Finance Commission has become a
creature of the Union, Not only it dic-
tates its terms of reference—yes it is more
than proved now Mr, Ranga—and pro-
vides staff and secretariat thereby ourtail-
ing its own independence, In this arrane
gement itself, there was a lacuna. But,
however, as I said, Gobind Ballabh Pant,
on behalf of national leadership, had
assured in the Constituent Assembly that
just solution will be found and justice
shall be the sheect-anchor, Doubts
started creeping in cven with the first
Finance Commission.

“An attempt to build a strong Centre
on the foundation of weak States
is like an attempt to build strong
building on the foundation of
sands, Strength means in this
context, ability to preform ad-
equatcly and properly the duties
assigned to each,”

Now, I am not quoting from the Chief
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Minister of West Bengal, Mr, Jyoti Bosu
or his much maligned Finance Minister
Dr, Ashok Mitra; but [ am quoting from
a memorandum submitied by Dr, B. C,
Roy, the second Chief Minister of West
Bengal to the first Finance Commission;
and I am sure, he is sill held in great
reverence even by our Fioance Minist:r,

The Constitution did not provide and
has not provided you will have to do
violence to facts and the Constitution to
suggest that the Union executive has any
power or amthority to take an arbitrary
decision on the recommendations of the
Fimance Commission. If you concede that
power 1o the Unioo it would be making
a mockery of the ketier and spirit of the
constitutional provisions of Articles 268
and 281 of the Coostitution which has
been violated today,

For the first time a Finance Commise
sion, that too presided over by so distin-
guished a leader like Shri Chavan, a for-
mer Finance Minister himself, has been
treated with soch casualness The plex
of the Central Governmemt that it would
cause disruption in the sconomy, as has
boen claimed by the Finance Minister in
his Memorandum of action, has 10 be
gone into,

When he presented his Budget this year
on the 29th February, 1984, 1 quote from
his Budget Speech, page 19, pura 58, he
says, be was aware a&s the interim report
had already come in November, — of the
dimensions becavse the Commission has
made itself clear.

“However, cerfain incrcases are nccoy-
sary and umavoidable. 1 should
also add thet the estimates of
receipts from payments to State
Governments take imo account
the recommendalions contained in
the interim report of the Eighth
Financa Commiwion, 1 have
already kept the Howse informed
of this, The final report of the
Commission i now expected by
the end of April, 1984,
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So, on the 2%h Fcbruary, 1984 when he
piescnied the Budget and made his
speech, he was fully aware, unless he is
prepared to concede that he ruas a Mini-
siry which is mindless, which has no per-
apective, no  understanding and did not
know the concept of finance,

It is for the first time that ¢ Finance
Minister has come out with such an ¢»-
p'anation. The Fifth Finance Commis-
sion had submitted its interim report in
October 1965 and its final report came
oul in Ju'y 1969, Bul cven s0 il was &
much worse sitsatton if you go through
the recommendations and the major
recommendations that were accepted,

In (his case the Eighth Finance Com.-
mission has given ils interim report for
current financial year on 14th November,
1983 and ihe final report on 3Oth  April,
1984,

Yesterday, [ was listening to  Shri
Brahmananda Reddy, as it come from
one who, apart from the various distin.
guished offices that he has held, and has a
place in the national life, he also happen-
ed to bc the Chairman of an earlier
Finance Commission. What bhe said was
interesting  He mentioned about the
miaority opinion of one Member being
sccepted, **It is hardly flatiering™, (hat
anybody should try to hang on his coat
on somebody’s shoulder, that oo of »
man like Mr, Shirali, for whom | have
great respect, The majority in the Com-
mission has considered hin point of view
and rejccied his view and reiterated that —

“All our recommendations should be
applied from 1984.85 taking fubl
note of the Uentral Government's
financial position.”

The Eighth Finance Commission’s Interim
Report gave Ry, 494 83 ciores a3 Grants
m-aid 10 cover deficits on 1evenwe account
dusing 1984-85. The Commission had
made o sptciﬁc observation :

"Hmn; given our interim recominen-
dation for tbe financial year com-
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mencing from Ist April, 1984, we
would Iike to emphasise that tlicse
teommendations are provisional
and of interim naturc and would
be sukject 1o such readjustment
as may be necessary on the basis
of our final report.”

*The interim recommendations made
in this report should, therefore,
not be regarded as indicating our
final views or recommendations or
commilling us in any way regar-
ding the principles of devaluation
of 1axes, duties oOr grants-in. aid
under Article 275(1) of ihe Con-
stitution,”

And the final report ultimately trans-
ferred an amount of Rs,2 000 crores to
the States in the current year of 1984-85,
The Union Government thus was consti-
tuonaly bound, duty bound and
wmorally bound to giv: in  1984-85
a sum of Rs.1506 crores to all these
States as per the recommendation of the
Finance Commission. The Parliament
was sitting ull 10th of May, The Finance
Minister did not think it proper between
29th of February and 10th of May—afier

. 30th April when the Commission’s reco-
mmendatioos were laid on the Table—to
<ome and inform this House that he had
a particular difliculty, I could bave
understood that, It is very clear
that it is an after-thought Then comes
on 24th July this Explanatory Memo-
randum which has come as a bombshell
to most of the Swies, It refers o undue
disruption in the economy. This has
not been cxplained [ do not find any
convincing reason in this Explanatory
Memorandvm or in the spe~ch of the
Finance Minister which he has made here
yesterday, that there were extraordinary
reasons or total disruption in the eco.
nomy. In other words, there has been a
clear assault on the constitutional pro-
visions and the wvery validity of the
Finance Commission as a constituiional
instrument has been violated, Therefore,
for the year 1984-85 the Union Govern-
ment makes it a year of expeption when
cht constitutional validity of these reco-
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mmendations is totally by passed render-
ing the same provisions invalid.

While inre -se  distribution pattern
has changed from Seventh Finance Com-
mmisslon's recommendations, the Eighth
Finance Commission has maintained 85
per cent share of net proceeds of income-
tax to be assigned to the States. Even in
this recommendation, the States of
Maharashtra losses about Rs, 40 crores,
West Bengal about Rs95 crores and
Kerala about Rs,25 crores.

It is alsv interesting 10 learn that the-
number of deficit States have gone up
from 9 to 11, If you peruse the hon,
Finance Minister’s speech during the
fast Budgét, he has made the position
clear about the deficit position of the
States, the overdraft position and there
is nothing that he was not in the know
of in spite of that he had done it,

Out of the total excise revenue of
Rs 9000 crores of 1984-85 the Finance
Commission has recommended distribu-
tion of additional 5 per cent which would
amount to Rs 450 crores. By its refusal
to distribute this amount the States have
lost heavily,

About grants in-aid, out of the total
Rs. 2200 crores recommended by the

-Commission as grants-in-aid, from 1984-

85 to 1988-89 as much as Rs.644 crores
have been earmarked for 1984-85, Refusal
to implement this decision in reference
to grants-in-aid to which there is a
specific reference in the Constitu-
tion, means that the Union Government
has taken away as much as 28 per cent of
the total recommended by the Finance
Commission,_

Now, to meet the requirements of up-
gradation and special problems—! do not
want to go into details because on special
problems cvery State can argue—17 States
were to get Rs 967 crores and only Rs.150
crores have been taken by them,

About railway passenger fare and so
on, relief expegditure and the Centre's
quantum of margin money, from this



471 &tk Fin. Conun. Rep.
ete. (M)

[Shri K. P, Unnikrishnan]

alone Rs.J20 crores have been taken
away, Thus, an amount of Rs 1500
crores which would have gone to the
States, has been with-held by the
Union,

If this is not highway robbery’ | would
like to know the meaning of the word~
‘highway robbery’. This decision raises
many fundamental questions of consli-
tutiopal importanve, of entire relutions
that should govein between the Siates
and the Union and 30 on, B

] agree with the Finance Minister
when he says that the Siates are not  per-
forming well. The States cannot be
given a free licence, If you apalysc the
performance of one class of States run by
X Party and another classrun by Y party,
that is a different issuc, but geoerally it
is well known that the State Governmenis
bave gone haywire, State Goveramenis
bave no financial discipline imposed on
them even the Statc Governments run by
the Party to which the hon, Finance
Minister belongs, in spite of this chronic
deficit situation VWhen some of them
arc almost on the verge of bankrupicy,
he has chosen 10 use this stronger method
which is violative of the principles of the
Constittution,

Now, about the Ceatre-State relations,
much has been said. | do not want 1o
involve myself in that discussion at all
today but ooc thing is very very import-
tamt, In the approach of the Govern-
meny (10 the problems of 1the  Siates,
pothing is more revolving than & small
example which we might say is irrelevant,
The per capita plan outlay in  the
Union Terrilory of Deihi in 1982-83 was
Rs3.626, While in the case of West Bengal
or Maharashira or Andhra Pradesh or
in the populars States of the Union—
Uttar Pradesh and Bihar~ the average was
between Rs, 80 10 Rs, 200, So, in
Delhi you spend, 1 have no quarrc! we all
live im Deihi, you spend per capita
Rs, 626, but in the populations States
of the Union, where there are pockets
and is lands of massive poverly, chronic
deficit States, you are spending only
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Rs, 80, Rs. 100, Rs, lzo{aud Rs, 200,
This reveals, along with this explanalory
memoranda, the approach and perspective
of the hon. finance Minister in this party,
end I have nothing more to say

SHRIMATI JAYANTI PATNAIK
Deputy-Speaker, Sir,
I am thunkful to you for giving me an
cpportunity 10 participato in tle discus-
sion relating to the vital issve of imple-
meniation of the reccommendations of the
Eighth Finance Commission, The Fi-
nance Commission is the most impor-
tant instrument for trensfer of resources
from the Cenlie to the States snd for
correcting the financial imbalance between
the developed and the Backwird States.
1 congratulate the Finance Minister for
the prompt accepiance by the Central
Government, of the recommendations
and placing them in the House withoul

any delay,

1 would also like to place on record
my feclings of appreciation for the Chair-
man and the Mcmbers of 1he Eighth
Finance Commission for their foresigit
and sagacity, In my view, the backward
and the financially wecker Siates would
find, in the Report and recommcndations,
a positive cffort 1o transfer greater re.
sources on need-based considerations.
The Commission descrves their gra\ ude,
The Interim Report of the Comm ission
submitted to the Government a few
months ago, has created a serious appre-
hension in the minds of the people of
the weaker Siales, like Orissa, as regards
their judgement, The Final Report,
however, i3 judicious and pragmatic, The
Fioance Commission, has recommended
a good increase in the amount of the
devolution 1o the Siates. The Finance
Commission has taken different formulac
for devolution, Jike per capita, population
distance and so on. The Finance Com.
mission have stated that the deficit should
not be met by the grant-in-sid, #t should
be met out of the 1axes and dulies. The
share of the States in the Central cxcive
dutics has been increased by 3 per cen,
The income-tax Surcharge and the raising
of revepue from duties under articles
268 and 269 of the Constitution src de-
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signed 10 expand the pool of shar-
able taxes,

Apart from the vertical transfer of
1esources from the Centre to the States,
the reccommendation relating to the hori-
zontal transfer to differcnt  States is very
significant, 85 per cent of the incom-tax
and 45 percent of the Central excise
duty would constitute the common divi-
sible pool, out of which 90 per cent
would be distributed on the population
criteria modificd with level of develop-
ment, This formula is designed to help
the less developed Suates,

The extra § per cent of the excise
duties will go to the deficit States, This
is a very new innovation, a bold formula,
evolved for the first time for helping
those States which are under chronic
financial worries. It is quite natural that
the developed States with revenue surplus
will find the recommendation not con-
ducive to their greater interesis. But
the sharing of the national resources
should be viewed in the national perspec-
tive and not in terms of the quantum of
loss or gain of individual States. [n this
context we find this recommendation very
objective, '

The Commission has made an in-
spth analvsis of the dsficits and sur-
pluses of the States their needs and their
‘veaknesses, [ts recommendation in res-
pect of upgradation of standard of ad-
ministration and the financial assistance
for special problems and the fixation of
higher ceiling for relief expenditure are
most thoughtful, timcly and need-
based,

Here 1 would like to refer to my State,
One of the members from my State has
already stated how Orissa has suffered
from natural calamities throughout all
these 30 years and the loss would have
come to Rs 30,000 crores. So, 1 would
urge that the total loss eon account of
natural calamities should be met by
the Centre,

Adcqua‘e assistance to mect the Ceotral
loan burden and interest liability has been

»
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provided. I find that the Commission
has not computed the additional burden
from 1985-86 arising out of the committed
expenditure in respect of the maintz-
nance of the plan schemes completed
in 1984.85. I hope the Government wi'l
look into the area of deficit and provide
adequate grants-in-aid to the States to
maintain the assets created under the
Plan.

The Commission has not considered
DA to Government servants beyond a
particular date for computation of rec-
venue expenditure of the States. It is a
well-known fact that the States havé to
incur substantial amounts during 1984 —89
for payment of additional dearness allow-
ance to their employees. This will cast
a serious burden on the deficit States. 1
would request the hon, Finance Minister
to devise a formula for funding the
genuine requirements of the deficit States,
particularly when additional DA 1o the
State Government employees follows
autonomically, as soon as the price index
rises and the Central Goverment em-
ployees get additional DA,

Sir, I am also deeply grateful to the
Finance Minister for having accepted the,
recommendation in letter and also in
spirit in spite of the heavy financial bur-
den on the Centre. This decision gives
a lie to the of repeated criticism of
our friends in the Opposition. The Op-
position had criticised that the Centre is
getting richer at the cost of the States
and actoally this is going to be their
grievance;

1 would, however, suggest one thing
and this is the most important point
also—1 would like to draw the attention
of the Financ: Minister to this bccaulse
he has already given the decision on l!‘lls,
still [ shall suggest the reconsideration
of the decision to implement the recom-
mendations from 1985-86 and not from
1984.85, The recommendations of t!ae
Finance Commission should syn?hmn:s'c
with the five-year pia1; otherwise this
will deprive _the States, mosiy the
weaker States, of an estimated amount of
Rs, 1700 crores during the crucial final
year of the Plan.
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SHR! SATISH AGARWAL : Does
this stand of yours have the approval
of your Chief Minister ?

SHRIMATI JAYANTI PATNAIK :
This is the opinion of the State Govern-
menl also. They have also given their
suggestion 1o this effect  (lmervuptivas),
A chronically revenue-deficit State like
Orissa also will lose Rs 100 crores va
account of this Most of the advantage
would po to the stronger States who
will pet higher resoures as per the old
dispensation If the implemeniaton of
the decision will cause distortions in
the Central budpet alrcady formulated,
as has already been saud by the Finance
Minister, at least the joss 10 weaker
States should be made good over the
voming years, | would urge o0 the
Finance Minister 10 consider this,

Sir, | once again thank the Finance
Commission for their objective aod fair
recommendations and also the Central
Government for their willingness to accept
them,

With these words 1 coaclude,

SHRI CHITTA BASU (Barasa) : Sir,
1 would like t0 begia with a note of
appreciation 10 the Commission itself,
If you go through the Report of the
Commission, you would find that this
Report reflects a greater awarencss of the
problems of the Siate. It has not only
recognised the problems of the States, but
they have also emphasised upon the nced
of strenghthening the economic base of
the States. Here I am tempied 1o quote
what has been reported in the Reporie
itself :

*‘Whille we have the greatest sympathy
for the needs of the Stales, the
parametery within which we have
1w function are obvious. Within
the scope which was available to
us we have tried to do our best”

Here Mr. Chavan raised a very important
and fundamental issue, Since | have not
got much time at my disposal, | would
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simply miention that the intention of this
observation is that the Contitution of our
couniry needs restructuring broadly in
matters of financial relations between the
Centre and the Siates,

Regarding the constitutionality, political
immorality Oor impropriely as you may
call it, about the decision of the Govern-
ment for limiting the recommendation of
this Commissicn 10 4 ycars instead of
5 years, 1 do nct want to take much of
your time because the points 1o prove
these charges have already been made
adequatcly  These points have becn made
out adequately by my esteemed colleague
Shri Somnath Chatterjee and subscquently
reiterated by my friend Shri Unnikrishnan,
Therefore, | do not like 1o dwell on that
particular aspect. 1 am of the firm opinion
that the decision of the Government on
the plea of disruption of economy is
untenable, unjustified, un. democratic and
s not permilied by the provision of the
Constitution. I it is not violative of
Article 280 of the Constitution, [ will suy
with all the emphasis a1t my command,
there has becn violation of the spirit, if
not the leiter, [n this connection | would
only make out one of the points, This
Commission is an impartial one and this
body was conccived by the Constitution
10 divide the share or determine the
quantum of sharcable revenue between the
Union and States, In this the Siates
are a party and the Union Government
is a party so far as claima oo the divisi-
ble pool is concerned. My point is as
Union Government is a perty, how can
they claim the right 10 decide unilaterally?
They casnot have the role of a judge.
Here the Finance Commission has got the
role of the judge becauss it has been
conceived by the Coastitution to do so,
Here the Finance Commission is (he
umpire. The Union Governmeat coasti-
tute a party, The Siate Governments
constitule another party, Here the
Finance Minister has usurped the right of
an umpire and unilaterally taken the
decirion by his exccutive power, There-
fore, it is unjust, unacceptable, untenable
and is violative of the apirit of the Cons-
titution and the very basic understanding
of the Institution of the Finance Com-
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tives,

I am not adding other adjec-

My distir quished senior Member Shri
Brahmanand Reddy has claimed that there
bas been a larger transfer of resources
from the Union to the States, 1 also
egree because from Rs, 21000 crores in
the Seven Finance Commission, it has
come 1o Rs 38,500 crores in the Eighth
Finance Commission. Arithematically it is
larger. I do not disagree, But one point
1 would like to make. This increase is of
the order of 83.3% Have you taken into
account the increased rate of percentage
of price increase duting this period from
1979 10 1984 7 According 1o the availa-
ble figures with me the price increase has
been of the order of 807, at least.
Thercfore, if you increase the quantum by
83.3%, taking into account the price
increase of 809, then this increase is
nothing but notional.

Again, another point 1 would like to
make, the transfer to the States has not
been commensurate with the increase in
the total revenue earning of the Centre.
Pre-distribution tax revenue is  almost
doubled-from Rs 12000 crores in 1979.80
to Rs 23,000 crores in the current year
and the non-tax revenue has increased
from Rs 8568 crores to Rs. 17255 crores
during the rame period, Therefore, the
increase in the revenue of the Centre is
10057, whereas the transfer has taken
place, not more than 83.3%9/. It may not
please Prof, Ranga but it is the hard
reality. And, therefore, we have said that
more transfers are necded. [ have got
two or three points to make (/mterruptions)
The increased income is exclusive of the
increase of income by way of adminis-
tered prices which have been of the order
of Rs. 5,000 crores in a year. There-
fore, you have got the additional increase
in income or revenue but ‘ou have not
adequately and commensurately trans-
ferred thede resources to the states which
constitute the basic foundation cf the

- unpited, unified and strong centre.

18 brs,

Now, what does the Stare want? As
rightly pointed out by Mr, Chavao, we do
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not want, the States do not want a larger
share, What we want is more power (0
mobilise resources., Therefore, what we
beg of you is not larger tax share but
greater power to levy tax,

In this case, 1 only want to mention
one sentence of the memorandum placed
hefore the Finance Commission by the
West Bengal Government :

“In this we are not pleading for
charity. 'We are simply claiming
due recognition of the rale of the
States (and of the costs mcurred
by them) in the devefopment of
the corporate sector.”

Mr. Satish Agarwal is right.

MR, DEPUTY-SPEAKER : The non,
Member's time is up,

SHRI CHITTA BASU : What can |
do?

MR. DEPUTY.SPEAKER : 1 am
appreciating your point by ringing the
bell. Now, you should conclude.

SHRI CHITTA BASU : Therefore,
we want, the States want not the 'a'.'s.ﬂ
transfer but the greater power of mobilis-

iNng resources

Sir. 1 only want to draw the ntlcntion
of the hon. Finance Minister regarding
repayment burdens. OQutstanding loan as
on 31st March, 1384 is Rs 27,058 crores,
Outstanding repayment fallin_g due of all
the States during l984-§5_ is Rs. 8:688
crores. And the Commission has given
the debt relief amounts of Rs 228§ 39
fier this recommendation,
the States will have to bear the burden of
debt repayment of more !han Rs, _4,000
crores. In this case, I wrall only like to
make one point. According to an ana-
lysis of data made by the Reserve ‘Bar;‘k
of India, all the States are to spend in the
direction of repayment of past debt which
accounts to be 19%, of the asgregalr:[:
capital disbursement and, c_'.!f course,
admit West Bengal's figuie is bigger. It

crores. Even @

. is about 35%,.
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Certain remarks have been made regar.
ding overdralft,

MR, DEPUTY-SPEAKER : Wc¢ have
dealt with it sufficiently, Flease conclude,

SHR! CHITTA BASU : 1 would make
a plea to him.  If. you disturdb in this
way, I cannot justice to what | say,

MR. DEPUTY-SPEAKER : 1 am
disturbing you only to stop

SHRI CHITTA BASU : Even the
Finance Commission has made certain
casting remarks about the overdrafts,
Since you will not give me time, 1 wil
say Oonly ooc thing. Even the Central
Goveroment rums on deficit finan-ing and
I have got a nole which shows this. An
analysis of the data shows that while the
Union Government has been indulging in
deficit financing of about 15% of i toral
disbursement, the correspoading aversge
for the States taken together was less than
3 per cemt,

Now, if the Union Government indul-
ges in deficit financing and the Siate Gov-
einments which have got & larger respon-
sibilily to the people and, if they seck
for overdraft which in anoher term »
deficit financing, how does the Govern.
ment, how does even the Finance commi-
ssuon, come heavily against them saying
that the overdrafls are due to the misma-
nagement of ihe economy as if the surplus
States or the Union Governmeat running
with deficil financing is an example of
peosperity and good management of the
ecenomy ? If the problem of overdrzhit
for the States is to be eliminated, there
are certain  structural issues (o be deaht
with, Unless the siructural issues which
are respoasible for this facior of over-
draft, I think, any amount of castigation
or any amount of reprimands will not help
the unity and integrity of the country and
shall not show the way for the prosperity
of the couotry as a whole.

Again, of the |1 deficit States, 9 States
belong 10 the ecasicrn region, This is a
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very significant pointer that of the 11 de-
ficit States in the country, 9 States belong
to the eastern region. One of the basic
reasons is that the policy that they have
introduced, the freight equalisation and
the price cqualisation policy has hit hard
the economic devclopment of the eastein
States by depriving them of the locational
advaniuge of resources in these arcas, In
these circumsiances, unlcss the basic issucs
are taken into account and certain radi-
cal fiscal measures are tauken up, [ think,
tho prosperity of the States will be a
mirage and, if the prospernity of the States
remains a mirage, the cconomic prosperily
of the Siate also remains a mirage, it not
ooly remains as a mirage but it spelis dis-
asicr (o the nalion as a whole. .

In conclusion, | would say that the hon.
Fmance Minister, | hope, will reconsider
his plea for limiting the recommendations
of the Finance Commission (o four years
instead of five yeurs, He should give up
this plea: he should have a tough atlitude,
He should have a soft sttitude  As 2 via
media. | accept the suggestion made by
csteemed fricnd, Mr, Satish Agarwal, who
said that the amount for the year 1984.85
cannot be disbursed but the total amount
should be dubursed 10 the States during
the coming four yesrs so that the Siates
are oot denied their logitimate right which
has been awarded — 1 emphasize the word
saward'—by an impartial body like the
Finance Commission, s creature of the
Coastitution and nol a crealure to obey
their di:tato,

MR. DEPUTY.SPEAKER : Hoa Mem-
bers, have given changs to all members
from the Opposition, | have requesied
some of the menbers from the ruling party
not 10 speak. They wers 30 graciows eno-
ugh to withdeaw their pames. | do not want
to leave my hon. friend from the extreme
south, Shri Jakkayan, After him, the
Mipister will reply 10 the debute.

*SHRI 8.T.K, JAKKAYAN (Periaku-
lam) ; Mr, Deputy Speaker, Sir, on behalf
of my party, the All India Aona Dravida
Munnetra Kazhagam, | wish to partici-
pate in the dobate on the Report of the

e original speech was Geliverod 7a Tamil,
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8th Finance Commission and to make a
few suggestions 1 extend my support to
the resolution that has been moved by the
hon, Finance Minister in this regard,

Sir, the Bth Finance Commission has
introduced an innovation in its Report.
Gujarat, Haryana, Karnataka, Maharashtra,
Punjab and Tami! Nadu - these six States
have been declared as revenue —surplus
States, These Siates have adopted sirin-
gent measures for curtailing wasteful and
unnecessary non- plan expenditure  They
were tightened their tax collection machin-
ery, which has yiclded betier tax revenue,
They have praclise! prudeat fiscal m:asu-
res, Their administrative ecfficiency has
ensured better returns on their investment,
That is how they have b:icome surplus
Siates, Insiead of giving incentives to
these surplus States, they are being done
injustice by lesser financial allocation, A
premium has been put on administrative
incfficiency, particularly in respect of fina-
n:es, by giving 50 many financial induce-
ments and incentives for the deficit States,
This is not conducive for balanced econo-
mic growth,

For example, financial allocation has
been made on the populauon basis, The
State of Tamil Nadu which has brought
down population at th: behest of hon,
Prime Minister is likely to get less alloca-
tion, This is highly improper.

As has been pointed out by the hon.
Finance Minister of Tamilnadu, Thiru
Neduncheziyan, the Government of Tamil
Nadu is implementing nutritious meals
scheme for the good of the children of the
State, who are in fact the future assets of
the country, On account of this, their
drop-out in schools has come down and
there is tremendous filhp to rural educa-
tion in the Siate  Our Chief Minister,
Dr, MGR has brought about revolution
in rural arcas of the State, By abolish-
ing hereditary vested intcrests of Village
Munsiffs, he has infused new blood in the
form of Village Officers, with whose verve
and vigour he wants to bring about rural
transformation, He has also formulated a
scheme of supplying electricity free of cha-
rge to the farmers (or augmenting agricul-
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tural production. On this scheme the State.
Government will incur annual expenditure
of Rs, 300 crores and on the nutritious
meals schemn: another Rs. 100 crores
per year  Where will the State go for
funds ? Thsy should bz treated as Plan
Schemes and allozations should be made
accordingly 1o the State of Tami| Nadu,
Afier all thzase are s:henzs of national im-
portance. Thes 8th Finance Commission
des not sezm to have taken these schemss
into account. [ suggest that the Finance
Minister should use his discretion and
allocate funds for them to ths Scate of
Tamil Nadu.

Many hon, Members bzlonging to rul-
ing party have questioned the logic of Fin-
ance Minister in implementing the recom-
mendations of 8th Finance Commission
only for 4 years. This decision of the
Financs Minister has cost the States a
sum of Rs. 1500 crores, which will be uti.
lised by the C:atre,  This denial of Rs.
1500 crores will further aggravate the
States slender financial resources. Even
according to the recommendations of the
interim report of the 8th Finance Cornmi-
ssion, the states of West Bengal, Orissa,
Assam and Rajasthan are losing Rs, 495
crores It is not that the Opposition ruled
State Governments have raised objection
to the approach of the Finance Minister,
The congress-ruled States of Kerala, Uttar
Pradesh and Rajasthan, through th:ir
Chief Ministers, have not accepted the
stand of their own Central Finance Mini-
ster. They also know that if the States
arc weakened, then the Centre loses its
vitality, The second Finance Commission
submiued its interim report in November,
1956 and its final report in September, 57.
But the report was implemented “from 1
April 1957, Similarly, the interim report
of 5th Finance Commission was submitted
in October, 1963 and the final report in
July 1969. Yet the report was given cffect
to from 1st April 1969, Why should an
exception be made in the case of 8th Fin-
ance Commission, which has submitted its
final report on 30th April, [934 ? What
is the reason for not implementing the
Report from Ist April, 19847 Shri Brah-
mananda Reddy, belonging to the ruling
party, who was Chairman of 7th Finance
Commission, has demanded the imples
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mentation of the report of 8th Finance
Commission from Ist April 1984, 1 sugg-
est that the Finance Minister should pay
heed to the demand of his senior colleague
and do the needful for implementing the
report of 8th Finance Commission for
five years from 1st April 1984,

The hon. Finance Minister in his intro-
ductory speech pointed out that 70% of
the Centra! Budget goes for non-plan ex-
penditure under three major heads —Defe-
nce, Interest payment and Subsidy, The
financial statement of the States is no difl-
erent. They have also 10 pay equal amo-
unt towards the return of Central loan and
intcrest on it, Hence | demand that Cor-
poration Tax should be brought under
divisible pool, so that the States get some
more money.

Before 1 conclude, 1 have to regretfully
point out that the dissenting note of the
Chairman of 8th Finance Comm ission has
brought down the impact of the recomm-
codations. 1 fecl that somechow some
conscnsus should have been worked out
and the dissenting note of the Chairman
should have been avoided,

With these words | conclude my peech
and resume my scat,

THE MINISTER OF FINANCE (SHRI
PRANAB MUKHERIJEE) : Mr, Deputy
Speaker, Sir, at the very outset, let me
express my gratitude to all the hon.
Members who have made their contribu-
tions on the motion moved by mc,

Yesterday, while speaking my senior
colleague, Sbri Brabmananda Reddy,
made a-comment that ‘I am on a weak
wicket’, | would not agree with him,
But 1 would, no doubt, go to the extent
of pointing out that the wicket was
strong enough and s still  strong
enough, but atiempts have boen made 1o
queer the pitch and | am not allowing
the pitch to be queered [ would Jike to
place the facts before the hon. Members
in the proper perspective, ’
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First of all, I would like to point out
what prompted the Government to accept
the majority recommendations of the
Eighth Finance Commission, It is not
that the recommendations of the Eighth
Finance Commission did not creute, or,
rather, raise any major issue. One such
issuc has been raised yesterday by a
numbicr of hon, Members, the decision of
carmarking 8 part of the taxes which
normally go 10 the divisible pool to meet
the deficit of the Siates to be cove.ed by
article 273 under grants-in-aid. This is
no doubt a novel feature, Perhaps, you
have noticed in the explanatory memo-
randum, while indicating what action
Government took on the recommendations
of the Finance Commission, it has been
pointed out that it shonld not be treated
as a precedent, This is a matler where
there can be two views, But Government
accepled the view reflected in the majority
recommendations of the Finance Com.
mission as we thought that, when a body
like the Finance Commission, and parti-
cularly the onc headed by such an eminent
person, have made their recommendations
we should accept. What is the point aris-
ing out of that, I may be permitted to
explain it a little further,

Already there is a provision in the
Constititution to meet the deficit of the
revenue-deficit  States under a formula
under article 275 and certain other provi-
sions. But so far as toxes which normally
go to the divisible pool are concerned,
all the 22 States should have thiir own
share according to the formula worked
out by the Finance Commission, That is
is the argument. Here what has happened
is, five per cent is not going to all the
7?2 States, five per cent is going to
eleven States to meet the demands of
these eleven Sw'es By enhancing the
grants-in-aid, they could have been met,
But the Finance Commission rightly
thought, in that cise, what would hawe
been the position in financial terms, W
cannot just talk on mere air, These arc
hard realities Resources are to be distric
buted The Finance Commission have cal:
culated—1 am not going into the accurate
figure, but am speaking roughly—that the
d-ficit of these eleven States would be rough
about Rs, 4,000 crores, and they thought,
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if those Rs. 4,000 crores are to be met
through the grants-in-aid route and the
five per centis to be distributed among
the Stales, then the responsibility and
liability of the Centre would be more—if
allocated from this angle. As a result of
that, it has been recommended that, out
of Rs, 4000 ciores, Rs 2,500 crores
should be met through the grants-in-aid
route and Rs 1,500 crores should be met
through this, [ had accepted the major
recommendations of the Finance Com-
mission, Where there had been certain
suggestions or certain recommendations
which are just for consideration of the
Governmznt, not recommendations as
such, I have accepied, Mcmbers have
said that 1 am raising an accusing finger
at the Finance Commission, Not at all.
[ cannot do. Nobody can do Nobody
can afford to do it. Neither I have taken
the recommendations of the Finance
Commission casually. 1 am sorry to say
the protagonists of independent bodies
like Finance Cominission are saying that
th: Government should have accepted
even the recommendations by implement-
ing during 1984-85—to that we will come
later on—but a spokesman of onc of the
State Governments has gone ¢t record to
say that Members of such a distinguished
body are ‘lackeys’ and ‘time.servers’—
I am using these two terms *lackeys’
and ‘time - services' — 1 am 10
lecarn from them through their lectures
that 1 should not take the recom-
mendations of the Finance Commission
casually 7 We have never taken the
recommendations of the Finance Com-
mission casually, But at the same time I
would not accept the argument that
Finance Commission recommendations are
awarded which government cannot consi-
der and government cannot change. 1
will never accept it, On three occasions—
not one, but on three occasions the
recommendations of the Finance Commis-
sion have been altered,

I am drawing your attention to that
particular point, The Third Finance
Commission —I thiok it was presided over
by Mr. AK, Chanda—recommended that
the statutory grants-in-aid should cover
75% of the revenue component of the
plan expenditure, This recommendation
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was not accepted, Should I remined you
\@rho was the Finance Minister at that
time ? No less a person than Mr, T.T
Krishnamachari, ’

It has been pointed out that it is a
constitutional body and the other day Mr.
Somnath Ctatterjee—he is not here and I
think even in his assence 1 should answer
some of his points—quoted T.T. Krishna-
machari. [t was convenient for him to
quota the first part as he did the first part
of my press statement, I am also quoting
from the same volume—not from the same
page but from the next page, While
moving the draft resolution on this parti-
cular Article determining the scope, role
and functions of the Finance Commis-
sigcrll in the Constituent Assembly, he
said

“Parliament must leave it fo the
executive 1o undertake the very
onerous duty of distribution bet-
ween the various provinces,*

This is the first part of the comment. The
second part is :

““The Finance Commission will only
be an aid the administrative
machinery even though created
by an Article under the Constitu-
tion and their recommendation
must be decided on by the execua-
tive,"

The third part of the same speech
is :

“The executive can accept their recom-
mendations if they are feasible and

desirable,”

(Constituent Assembly Debate, Vol. 9, 1949,4
puage 326)

Therefore, if somebody accused me or
the Government of India that by not
accepting a particular recommendation, I
bave committed a daylight robbery, I have
hijacked the Indian economy or 1 have
taken the Finance Commission casually,
I am afraid these are merely high-sound-
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ing words, It is not a question of this
side or that side. I do appreciate that
when we discuss about the distfibution of
resources  between the States and the
Centre, between the Union and its fede-
rative units, there should be a free

discussion and the result has been that-

there has been a free discussion. Members
have expressed their views and it s
desirable.  After all, people are concerned
and everybody would like to have a little
more.  Yesterday, | was very much
amused when Prof, Madhu Dandavate,
while sayiog that West Bengal's share is
getting down in terms of percentage,
mentioned with Andhra Pradesh’s share
is going up in terms of percentage. When
you talk of percentage, you have to
distribute that among hundred 7 You
cannot distribute 110 out of 100, Here,
I would quotc very intcresting figures
which the hon Members, particularly
those, who passed their States points of
veiw, have to keep in mind, [t has been
the persistent practice that if one State
gets more in lerms of percentage in one
Finance Commission, in the next Finance
Commission, they get less and again it
80es up, 1 will show this with reference
to a couple of States,

Take the case of Andbra Pradesh,
Fifth Finance Commission, it got 77 per
cent, Sixth Finance Commission, it got
808 per cent. Seventh Fimance Com-
mission, it came down to 7.31 per cent
and this Finance Commission, it has gone
up to 7.34 percent. Similar is the case
of Tamil Nadu. It was 6 97, it went down
t0 5.60, it went upto 7.21 and then again
wenl down 10 625, Then, about one of
the highly develored State~I am talking
with reference to per copra income —
Punjab, it was 2,13, 1.76, 20! and 1.64
per cent,  Then, the State with the lowest
per capita income, Bihar—ihere also you
will see the same trend [t is 9 57, 8.79,
10,62 and 10,70 per cent. So, this is
absolutcly normal and it is bound to
happen because every Fimance Commission
has to take into account all the forecasts
made by the States. They find out a
yardstick, a norm, they spply that norm
and when as a result of the devolution
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over a period of flve years, the situation
of the State improves a little bit, in

the next Finance Commission, their
share will go down, This is not delibera-
tive

Yesterday, while making my introductor
remarks, 1 welcome and placed on record
our appregiation of giving weightage to
the factor of backwardness and the new
formula which has been worked out by
the Finance Commission after a good
deal of exercise and making evperiments
with various models, It has given benefit
to a large number of States, particularly
the poverty striken States,

The second point to which [ would like
to draw attention is that an attempt has
been made to have ‘pick and choose®,
You cannot have that, You cannot say
so that devolution part is all right grand-
in-aid part is defective, debt relief is not
so altractive overdmaft is not acceptable,
You cannot have this state of affairs,
When the Finance Comniission makes a
recommendation, they provide it as
a package, and | have accepted it as a
package, .

Charges have been made that the Fina-
nce Commission’s recommendations are
pro.Union, pro-Centre, and that charge
has been levied by distinguished Members
like Shri Upnikrishnan and Shri Somnath
Chatterjee. 1 cannot go into the intome-
tax, grant.in aid etc, but I am just going
1@ the excise duty; page 46-47 of the re-
port itself. T would not take much of
your time bewcause [ have many other
things to tell, but I draw your attention
how this scope of excise duty has been
expended by each Finance Commission,
When the First Finance Cominission was
set up, they included excise duty on these
itemns in divisible pool, The ilems were
tobacco including cigareites 'nd cigars,
maitches and wvegetable products. Only
three items, The second Finance Com-
mission have er larged the list by including
sugar, (ca, coffee, paper and vegetable
pon-essential oils and they reduced the
share also to 25 per cent from 40 per cent,
The Third Finance Commission went one
step further and suggested all the excis-
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able commodities excluding those commo-
dities where excise duty is less than Rs. 50
Jakhs, Excluding that, the entire range
of excisable commodities are included,
The Forth Finance Commission went still
one step further by saying that there
should not be any limit of Rs. 50 lakhs
and each and every item which is included
in the excice classification should be bron-
ght within the divisible pod!, The 6th Fin-
ance Commission have included the special
excise duty also, which was earlier in the
exclusive jurisdiction of the Union Gover-
nment, The Seventh Finance Commission
have increased the share from 20 to 40 per
cent, The Eight Finance Commission has
increased the share from 40 to 45 per cent,
That 5 pr cent may not be distributed to
all the states, but anyway, it is going from
the Union to the States and the net result
is that the Centre’s share is getting redu-
ced from 60 to 55 per cent and the States’
share is increasing from 40 to 45 per cent,

What 1s the contribution of the excise
duty today in the total revenue 7 Out of
Rs 23,000 crores of tax-revenue, inore
than Rs. 1] 000 crores are coming from
excise duty alone, Therefore how can
one come to the conclusion that the re-
commendations of the Finance Commi-
ssion are pro-Union ?

SHRI SATYASADHAN CHAKRA-
BORTY (Calcutta South) : How many
commodities are taken out of the sales
tax ?

.

SHRI PRANAB MUKHERIJEE : Only
three,

SHRI SATYASADHAN CHAKRA-
BORTY: Yes. But they are very imp-
ortant,

SHRI PRANAB MUKHERIJEE - I
have studied it. The growth of the excise
duty is more than 200 per cent vertically
and it is expending. horizontally including
all these commodities, This matter has al-
ready been discussed in the Kamalapathi
Tripathi Report, and therefore let us not
open that subject again, How much addi-
tional benefit they are getting out of the
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excise duty in lieu of the sales tax and
what they would have realised if it has
remained as sales tax, one could Calcu ta.
One concrete example [ can give, [ was
realising excise duty on electricity every
year, but in this year’s Budget, I have
transferred it and given Rs, 120 crores to
the States and ! would like to see how
much the States would realise in 19¥6-87,
So, let us not go to that aspect  There-
fore, my contention is that so far as the
rccommchalions of the Finance Commi.
ssion are concerned, they are niether pro-
centre nor pro-States, Rather it is pro-
State, Government has accepted the re-
commendations of the Finance Commi-
ssion, I would not have cited the exam-
ple but for the criticism which has been
made, But 1 will have to cite since it has
been made. [t has been said that the
Finance Commission’s recommendations
are mandatory, or rather I would not use
the word ‘mandatory’, but by and large
Governinent should accept the recommen-
dations of the Finance Commission. I

have also accepted these recommendations,
L]

Sir, now the question comes—*"Why
have you not implemented the recommen-
dations from the year 1984 85 7" 1Itisa
million dollar question, And if I just
analyse the conclusions of the hon, mem-
bers, they have pointed out 10 me—

(a) It would have been marginal if 1
made the adjustments,

(b) I had sufficient time to make the
adjustments, and

(¢) Even this adjustment is possible.

Sir, 1 made one point qulite. clear yestcr-
day, that Finance COmm.lSSIOI'IS do not
create any resources, Finance Commi-
ssions make recommendations regarding
exisling resources, tax revenues, and how
they are o be distributed ' Therefore,
merely with the recommendarions of thf:
Finance Commission, no new resource is
being created. What would have happe-
ned if—let us take a positon, 4 hypothe-
tical position—the recommendations of tr_ac
Finance Commission had been made avail-
able to us in the month of November 1983,
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when we were formulating the budget? My
Excise duty would have remained at Ra.
11,000 crores, if I did not want to increase
my tax, My deficit would have been Rs.
1762 crores, My capital receipt, “whick 1
calculated and computed from various
sources, would have remained at around
Rs, 38,000 crores 10 Rs. 39,000 crores.
What I would have done is that I would
have calculated what would be my nett in
the Centre, after distribution to the States
at the rate of 45% excise duty, afier giving
the grani-in aid, After meeting all com-
mitments, | would huve come 10 know
that such-and-such was available to me
for giving 10 the States as Plan assistance.
And thereafier, | would have made the
Budget.  Whalt have | done this year ? |
have stepped up the Plan assistance by
10%Z, to e extent of more than Rs 500
crores. 1 have given to the States towards
adjusunent of over-draft, to the extent of
Rs, 499 crores.  (Inter uptivns), It is Rs
1,000 crores. One thousand crores | have
given to you. For that, 1 nced not wait
for the recommendations of the Finance
Commiss.on or anybody.  Nobody asked
me, There is no constitutional obligation
that 1 will have to give you Rs. 500 crores
more. When I found that 1 could give
morz to the states, I told the Planning
Minister : “When the Plan discussion
takes place, you can tell them that this
year 1 can give them 107, step-up to the
extent of Rs, 500 crores more,” When |
found, afier discussion with the Siate
Governments, that they could not meet
their overdraft responsibility totally, 1 told
them : *“You meet it partly; I am
meeting it parity,” To that extent, I gave
them Rs. 500 crores. If I had received
the recommendations from the Finaoce
Commission in November 1983, instead
of doing it through that route, 1
would have done it through thc normal
route.

So, where is the question that I have
committed a day-light robbery, and that
1 have taken something with me, that 1
have kept somcthing with me 7 Where
you are getting these conceptions from ?
This is a silly way of looking at the
problem. Who is saving ? Whose money
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common, The kitty is common, It hes

been distributed.  3nstead of being distri-
buted through the Finance Commission
route, it has been distributed through the
route of Planning Commission. 1t has
been distfibuted through the overdraft
route.  And the same amount of money
y&u have received,

SHRI K, BRAHMANANDA REDDY
(Narasaraopet) : One small question, for
understanding it, The Plan assistance is
70%; loan and 307 grant, for many States
except the north-castern States where it is
107 loan and 90% grant. Therefore, it
is re-payable over a period of time. Of
course, you make the adjusiment, so that
the States can go through their Plans
successfully. 1 have no objection. But
if it is the other case, it would have been
largely devolution, and 1o some extent
re-scheduling  of debts.  For instance,
even out of this Rs 1400 crores or Rs.
1500 crores, more thun Rs 350 crores is
towards re-scheduling of debts, I just
want 1o know,

SHRI PRANAB MUKHERIJEE :
Exacily, this is the position, That precisely
I was going Lo tell you, niamely, that
you have to take into account that Rs,
42,000 crores are available to you this
year as a result of Finance Commiission's
recommendations—it is not going to be
more, (Interruptivns)

SHR1 K.P, UNNIKRISHNAN : Ltis
noboedy’s case.

SHRI PRAN{\B MUKHERIJEE : It is
the case. Otherwise, how can you say
that ? You have not listened to the
speeches that 1 have taken out the money,
You have not lisiened to the specches, but
I have listened. You said : the Finance
Minister bas said it, Don't say this. No-
body has taken it,

SHRI SATYASADHAN CHAKRA-
BORTY : From our point of view, from
the States’ point of veiw, you have taken
thé¢ money, You are looking at it from
your point of veiw, (Imierruptions)



493 8th Fin. Contm. Rep. SRAVANA 18, 1906 (S4KA) 8 h Fin. Comm. Rep.  49%

efc. (M)

SHRI PRANAB MUKHERIJEB : I
am not yielding. The puint I am trying
to make is that if the Finance Commis-
sion’s recommendations were available to
me, I would not have stepped up our
Plan assistance, 1 would not have adjusted
the overdrafts, 1 would have given the
States tr.rough the normal Jinance Com-
mission route which 1 will be doing next
year; any Finance Minister will be doing
next year, Thercfore, there is no ques.-
tion of gelting any commission. Shrimati
Geeta Mukherjee has given us an example
saying that it will be a very simple adju
stment for each State and for 22 States,
their budgets should have been recast
because there is not a single State whose
income tax share will not be varied. They
had presented their budgets before the
31st March 1984; if today [ am to imple-
ment the recommendations of the Finance
Commission, there will be a change of
their dues from the Centre so far as in-
come tax is concerned, so far as excise
duty is concerned. Somebody will get
more, somcbody will get Jess, but there
will not be a single case where the amount
will remain exact, Therefore, the States
which are getting more can spend it more
easily; there is no problem of spending,
{ Interruptions) 1f you have not understood
it, I will not be able to teach you here,
The problem is that the Finance Commis-
sion has made a new devolution formula
for income tax and excise duty where in-
stead of population they have given
weightage 10 backwardness According
to the Tth Finance Commission, income
taxes are distributed on the basis of 10
per cent collection and 90 per cent on
population. Now, the’ Finance Commis-
sion has made a recommendation that 10
per cent on contribution (as mentioned by
assessment) out of that 90 per cent, 25
per cent oo population, 25 per cent on
inverse p 'r cupita income, 50 per cent
from the distanc: of the highest per capita
income to the lowest pe- capita income.
Therefore, the amount which they gain
out of Rs. 1600 crores of income tax, will
vary and, therefore, they will have to re-
cast their budgets,

SHRI SUNIL MAITRA : (Calcutta
North East) : Marginal,
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SHRI PRANAB MUKHERIJEE : There
is no question of marginal adjustment, I
am not yielding,

MR, DEPUTY SPEAKER : He is not
yieling, Let him finish it. N

SHRI SATYASADHAN CHAKRA-
BORTY : He is misleading the House,
The various would have becn marginal,
Did you consult th: States for which you
are talking now ?

SHRY PRANAB MUKHERJEE : Itis
a very funny thing, I do not know how
to proceed with it. These gentlemen, are
accustomed to live in fiction and when
they are confronted with facts, they react
in this way. (nrerreptions

SHRI SATYASADHAN CHAKRA-
BORTY : I am giving you the facts  He
is misleading the House,

SHRI PRANAB MUKHERJEE : Even
if it is a small, amount, it Is
irrelevant to me. Each and cvery State
budget is 1o be recast  This is my simple
point, Their plans are 10 be recast, ."-
I accept it today that [ will implement it,
where from are we getting the rescurces”? Is
Parliament going 10 jecommend to me
that you impose Rs. 1400 crores won?x
taxes, Rs. 1400 crores additional deficit
financing 1 am putting this  question
bluntly to the Members of Parliament,
And for whom ? Much has 1een made
about West Bengal, a very big case as if
they would have created wonder, if they
would have received this much amount of
money. Yesterday, Mr. Somnath Chat_lq:r-
jee used this certificate given by meio a
Press Conference that the West Bergal
resource mobilization is wonderful, |
said, they had surplus, they had a target
of their resource mobilization, Whakt was
the position when the plan Was finalised ?
Al the beginning of the 6th Plan, It was
dec:ded that West Benral's plan would be
Rs. 3500 crores and their balance from
current revenue after deducting the short-
fall in State Electricity Board and the
Road Transport Corporation would be
Rs. 699 crores plus ; and they said that
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they will mop up additional resources of
Rs, 512 crores, So, Rs. 699 crores +
Rs. 512 crores= Rs. 1212 crores they will
contribuic 10 the plan, So far as Rs. 800
crores is concerncd, additional resource
mobilization, what the State has done is
really good. | would say from Rs, 512
crores, they have increased to Rs, 799
crores, almost Rs, 300 crores more they
have made additional rcsource mobiliza-
tion. This pait of the certificate he show-
ed yesterday, But what about the balance
from the current revenue? They have to
give Rs 699 crores+plus, and they are
giving minus Rs. 957 crores, and in the
reserve insiead of plus Rs 1212 crores the
State is ending with minus Rs 138 crores,
No doubt, very wonderful performance.

Now coming to the arca of the Staie
Plan as 1 mentioned above, it was dectded
that West Bengal's Plan would be Rs.
3500 crores, first year iheir Plan, finalised
was Rs 575 crores, Actual Rs. 420
crores. Mr, Narayan Choubey should
note this figure,

AN HON, MEMBER ;: Why Mr,
Narayan Choubey alone ?

SHR1 PRANAB MUKHERIJEE : He
was referring 10 this.

The State’s own contribution is Rs, 73
crores, plus Centre’s contribution on the
main four heads central assistance directly,
market borrowing negotiated Joans, and
deficit with the Reserve Bank of India, all
taken together out of Rs, 420 creres
actual plan, their own contribution Rs, 73
crores, Centre's coniribution is Rs, 347
crores, in 1980-81,

In 1981-82 actual outlay s Rs. 638
crores, that is the approved outlay, actual
performance Rs. 454 crores, States contri-
bution minus Rs. 4 crores, and Centre's
contribution Rs. 458 crores.

In 198'.83 actual outlay approved
Rs. 49 crores, actual performance Rs. 448
crores, State’s contribution minus Rs, 36
crores, Centre's contribution Rs, 484
crores,
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1983-84 figures are not yet available.
And I do not know, wlen they will be
available. And, I am to listen from
them that we are discriminatiog against
West Bengal and there is high-way rob-
bery, 1 leave it to the conclusion of the
House, what wonderful performance is
being shown by that State,

The next question raised in connection
with this is why we are not synchronising
with the Plan, Wonderful arguments
were put forward by Prof, Madhu Dand-
Did I disrupt
it 7 It was disrupted by the Janata Party
Government, [ am saying why synchroni-
sation did not take place. After ti.e avai-
lability of the Seventh Finance Commis-
sion's icport and when they brought the
wonderful concept, the wonderful concept
of the Rolling Plan, since then it started,
that disruption, And we are left with
this situation. It has been made out,
Mr. Somnath Chatierjee said, it has never
happeoed in the history of this country
that the recommendations of the Finance
Coomissivn have b:en restricted {o a
limited number of years, He has conve-
niently forgoiten that Rajamannar Come-
mision recommendations were fimited to
three years, Therefore, nothing has been
done in this matter, in respect of imple-
menting of the Eighth Finance Commiss-
ion's recommendations that is unheard of,
which did never happen. 1 am not a
lawyer, I am not going into the legal
aspects of it, If you are so sure, what
prevents you from going to the courtl?
Nobody prevents you. If you consider
that it is unconstitutional, or against the
letier and spirit of the Constitution, what
are tbe leiter and the spirit of the Con-
stitution ? If the letter and spirit of the
Constitution are that the Commission
should look into it, and make their recom-
mendation, and if the Finance Commis-
sion take the indication from Mr, Satish
Agarwal that every Finance Commission
would increase at lcast minimum 10 per
cent in the devolution in excise duty, that
means 60 per cent in the next Finance
Commission, and so om and after
some five Finance Commissions
the Centre would be left with zero,
It is quite logical that if Seventh Finance
Commission increases it from 20 to 40
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per cent, Eighth Commission increases it
by 10 per cent, the Ninth one increases it
by 10 per cent, ultimately you will reach a
figure where nothing would be left,

SHRI SATISH AGARWAL : You
will include corporation tax, customs tax,
etc, You are taking it too far,

SHRI PRANAB MUKHERIEE : I am
talking of excise duty, In a situation
like that, whoever will be the Finance
Minister, he will have to say sorry he
canpot do it. It is not a question of
distribution of words, it is a question of
distribution of money. When the ques-
tion of distribution of money comes, the
mos| important part is availability, But
you are trying to board a train which has
not arrived at all  You are talking of
distribution of resources, but the resour-
ces are not visible. If the resources were
visible and I could have accepted the
recommendations in  their  entirety
knowing fully well that my share would
come down to the extent of five per cent
and [ am not to meet much larger liabi-
lity towards grants-in-aid, there would have
been no hesitation. Instead of stepping
up your plan assistance or giving you
through the overdraft and having constant
trouble with you, I could have done it,
But simply is not possible to do it in the
widst,

An argument which Mr. Unnikrishnan
and Mr Somnath Chatterjee raised was
that you received the report on 30th
April and Parliament was in session uplo
10th of May, why did you not do it?
Actually I received it on 4th, because the
President was in Maxico and the Commi-
ssion's report should be presented to the
President. And [ cannot take it back
from the President. Even in his absence,
it cane be presented to his office, Even
if 1 would have received it on 30th April,
simply you cannot expest that within 10
days—at the same time, by quoting
Supreme Court judgment Mr. Somnath
Chatterjec advised me that [ should give
due consideration, I must apply my mind
and there should be judicious application
of mind and I should complete the whole
procedure within 10 days. That is the
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reason why, you will recollect, on 4th,
Sth and 6th, around that time, I gave a
fiat to the recommendations of the
sinterim report through appropriate legis-
lations,  Therefore, this argument is
nothing new that we did not take Parlia-
ment into confidence, I told Parlia-
meat, So, my contention is that it
would be wrong to come to the conclu=
sion that we have by passed the Finance
commission's recommendations or we
have taken them so casually.

One more point [ would like to draw
your attention to. There also, I am
sorry, | have to refer to West Bengal,
Are we not going to give premium to the
States indulging in and encouraging more
and more deficit ? What has the Finance
Commission done ? They have taken
the hard reality into account, I do
appreciate that they have no other option
but to be realistic. But how could you
justify it ? One can understand
Mcghalaya or Manipur But how can
you justify a large, developed State and
which is fifth from the point of view of
per capita income 7 [ again refer to
page 158 for the information of the hon.
Members  Where per capita SDP on an
average, 76-/9 basis has been given, you
will find that West Bzngal has the fifth
highest per capita i ncome i.e, Rs 1247,
And Bihar is the lowest with Rs. 755.
Bihar is not in the grants-in-aid list,
Why then West Bengal which is the fifth
highest State in per capita income, has
gooe in for grants-in-aid and what have
they done with this money ? Of all the
22 States West Bengal is the only State
which is not reaching the plan target in
nominal terms. They are bringing the
grants-in-aid list, The Centre is respon-
sible for everything. If their food pro-
duction goes down from 90 lakh tonnes
to 56 lakh tonnes, the Centre is respon-
sible. Therefore, all these things we are
tired of bearing...... (Interruptions)

SHRI SATYASADHAN CHAKRA-
BORTY : This js all misleading the
House, Sir, He is taking advantage of his
position. I have the food production figure
with me. He is a pastmaster in mis-
leading the House,
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SHRI PRANAB MUKHERJEE : The

State has been brought down to such a
tevel...... { Interruptions)

SHRI SATYASADHAN CHAKRA-
BORTY : You should not go down to
such a level ... ... (Interruptions)

SHRI PRANAB MUKHERIJEE : I am
not  yielding......(Interruptions) 1 am
sorry to point out that perhaps the Statg
has reached a point...... Unterruptions)

MR.DEPUTY-SPEAKER : When any
hon, Member or a Minister speaks, any
other Member of the House has to get
up and ask the Minister whether he is
yielding ? If he is not yielding, then that
Member should not ask anything, You
hear the Government's reply,

SHRI PRANAB MUKHERJEE : My
last point is about the Centre-State
relations......([nterruprirns)

SHRI SATYASADHAN CHAKRA-
BORTY We are  discussing the
recommendations of the Finance Commi-
ssion, The guestion is...... (Interruptions)

-

SHRI PRANAB MUKHERIJEE : |
have not yiclded, He may speak but......
{Interruptions)

. MR, DEPUTY.SPEAKER : Mr,
Satyasadhan, if on every poim every
Member gets up, how can I conduct the
proceedings 7 Many points that are
being spoken may not be liked by you,
may not be palatable to you but you
have to be tolerant and here the Govern-
ment's point of view completely.

SHRI PRANAB MUKHERJEE : My
point is very simple...... Interruptions).

MR. DEPUTY.SPEAKER : Please sit
down all of you, Procedure is the same
for ail...... (Interruprions)

P‘ROF. RUP CHAND PAL: He is
casling aspersions.,, (lnrerruptions),
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SHRI PRANAB MUKHERIJEE : 1
am not casting any aspersions on any-
body. The type of language these
gentlemen are using, talks of their own
culture,,.... { Interrupiions)

MR DEPUTY-SPEAKER : If the
Members do not want the Minister 1o
reply, I zan stop him,

SHRI SATYASADHAN CHAKRA-
BORTY : He should reply but unnece-
ssarily he is attacking a State Govern-
ment. He should stick to the recommen-
dations ... ...(Int rruptions)

MR, DEPUTY-SPEAKER : He can-
not specak as you like, | am 8o sorry.
All of you sit down, If the Opposition
does not want that the Minister should
reply, I will ask him not to reply,

SHRI SATYASADHAN CHAKRA-
BORTY : He should reply.

MR, DEPUTY-SPEAKER : If the
House cannot be conducted in an orderly
menner, I will ask the Minister to sit
down..,., \Int rruprfam)

SHR1 SATYASADHAN CHAKRA-
BORTY : We are not rcady to heor
election speech, He should talk about
the recommendations,

MR, DEPUTY-SPEAKER : He can
speak, he has got freedom of speech. If
you do not like them, you can reject
them, '

SHR! PRANAB MUKHERIEE ; 1
am giving you a word that 1 am not
going to talk of West Bengal because it is
beyond redemption.

SHRI SATYASADHAN CHAKRA-
BORTY : This is also part of the clec-
tion speech,

MR. DEPUTY-SPEAKER : He has
agreed, You do not want him (o touch
West Bengal, he has agreed, Heis not

.
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touching West Bengal because you are
very much sensitive,,,(Interruptions)

SHRI SATYASADHAN CHAKRA-
BORTY : He is in a sinking ship, so he
thiks that every ship is sinking.  Let
him stick to the sjecommendations......
(Interruptions),

19 hrs,

SHRI PRANAB MUKHERIJEE -
Everybody knows that we went to IMF,
Morcover, everybody knows that we have
come out of the IMF, belying all the
prophesies and forecasts of Prof, Chakra.
borty and his friends .,...(Jut. rruptivns)
1 am sorry, you have provoked me to say
all this, The wonderful part of it is,
1 know—1 am not mentionirg the name
of any State— I know of a State Govern-
ment, whose Deputy Chief Minister in
1967 decided — Shri Chavan was then the
Home Minister and he had a lot of
problems—to meet President of the
World Bank, Mr, MacNamara, during his
vigit 10 a part of this country, 1 found
o my utter surprisc and, te some extent
a little amusement, that this gentleman
has gone and me! one of the much junior
officers of the same world Bank.........
(Interruptions) 1 do appreciate, things
change......(Interruptions).

SHRI SATYASADHAN CHAKRA-
BORTY : You can invite non-resident
Indians _.... (Interruptions)

SHRI PRANAB MUKHERIEE :
These are all inconvenient questions and
if you provoke me I will have 10 mention
them, Otherwise, I would not have
brought them...... (Interruptions)

Now I come to the last point, the
Centre-State relationship,  Strictly spea-
king, it is not within the puriew of the
Finance Commission, or for us to
comment on it. Still, the Finance
Commission has to function within the
constitutiopal  parameters, within the
terms of reference, WNaturally, we do
think that at this juncture, when another
li'igh-powcr Commission is looking into It,
the Finance Commission should look into
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the fiscal part of the problem, Still, we
have accepted all the recommendations of
the Finance Commission,

I could not accept it from 1984-85,
I would have been happy if 1 could
accept it because, in that case, all this
hallagulla would not have been necessary,
But, it was not possible. It was men-
tioned earlier that the carlier Commission
had done it, What was the amount in-
volved then? It was Rs, 41 crores,
This time it is Rs, 1,400 crores......
(Inrerruptions) 1 will give you an exam-
ple, .If Prof. Chakraborty comes to me
in the evening and asks me I want
Rs. 10", 1 can give him Rs 10 in the
evening. But if he asks me “you give
me Rs, 1,000™, at dead of night, I can-
not give it to him he will have to wait,
This is just like that.

If it was a small amount of money and
if there was no disruption, it could have
been done, Because, every State would
be affected by it; some would get more
and some less, You place yourself
in the position of a State like Maha-
rashtra, which will get X amount as share
of incometax, as per the devolution which
is applicable, as per the recommendations
of the Seventh Finance Commission for
1984-85. Suppose I tell them in the
month of August that they will get Rs.61
crores less than what I am giving them,
it will create a lot of difficulties for them,
Because, | cannot creats any money,
That point I have made clear, Today,
at this juncture of time, when the rate of
inflation is reasonably high, when we are
going to have a discussion, you are going
to accuse me and you are not going to
spare me, that the money supply has
increased, and surely you are not going
to recommend, over Rs, 1700 crores, to
have an additional Rs. 1400 crores. It is
simply not possible by collecting resources
by administered prices at this juncture or
by taxes

From where is the money to come ?
It is not coming from heaven, All our
speeches, or good wishes, er wishful
thinking are not generating resources,
So, the existing resources have to be

-
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distributed. This is precisely the reason
why I could not accept the recommen-
dation of the Finance Commission to be
implemented from Ist April, 1984,

In regard to the overdraft, | think I
should not speak on it. Otherwise,
again the heat will be generated,

SHRI SATYASADHAN CHAKRA-
BORTY : West Bengal is getting less
now

(Interruptions)

SHRI PRANAB MUKHERJEE : And
that too because of my releasing the
advance Central assistance, and ways
and means advances. So, all these
advances | have made in order to clear
the,..... (Imterruptions). Listen, Prof.
Chakraborty, don't get excited. As per
the practice, we cannot keep overdraft on
Ist of July So, on 30th June, which-
cver States have overdrawn, on behalf of
the Government of States, we pay to the
Reserve Bank to clear the States” over-
draft and in the process of doing that,
sometimes 1 am to give advance share of
taxes, ways and means advances, and in
your State we had to do both and that
way we have been able to reduce. That
is a different things, I am pot going inwo
that aspect,

On only one point | would draw the
attention of the House which has been
commented on by this Finance Commi-
ssion and which has been very bitterly
commeated on by the Fifth Finanee
Commission, and they have gopc to the
extent of saying that it is practically the
violation of Article 293 of the Constity
tion,

SHRI G. NARASIMHA REDDY :
Mr. Deputy-Speaker, Sir, may I request
the hon, Minister, who has been thro-
wing sufficient light on West Bengal
finances, to throw some light on Andhra
Pradesh finances also ?

SHR! PRANAB MUKHERJEE: 1|
most respectfully submit that it is not my
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case at all against any State because, after
all, if the planning in one State fails, it
recoils on me, But at the same time, I
will not expect that [ should be unneces-
sarily acvused.  If you did not accuse me
unnecessarily, if you did not call that it
is highway robbery, if you did not use
the phrase that the Finance Commission
Members  are  “‘lackeys” and ‘‘time
servers ', I would ncver have reacted,
But I am sorry to say that you have
compelled us to react We wanted to
solve the rroblem, wec wanted to extend
the hand of cooperation and you thought
that you can twist my arm and this is the
attitude that has created a problem like
this. Otherwise, what are the reasons 7
The Commission which had taken into
account all the problems of a State aic
just on the dock today because you want
1o pick and choose. What is in your
memorandum which you have submitted
10 the President 7 You said on devolu-
tion the Finance Commission’s recom-
mendation is all right about your grant-
in-aid the Finance Commission's recom-
mendation is all right, about overdraft it
s totally umacceptable, Can you take
that position 7 Can yoan pick and
choose 7 Then 1 can also pick and
choose  Another person also can pick
and choosc, We caonot have that atti-
tude. This is the point 1 wanted to
clear, o, | do hope that it would be
possible for us to remove the problems of
the States 10 a considerable exient,

On onc point | wonid like to draw
your atiention, Mr, Agarwal and others
have also made it quite clear that gradu-
ally, not only in absolute terms- from
Rs_ 20,000 crores it has gone to Rs, 39,000
crores, But # vou look at the total
transfer of the rosources and when you
talk of the transfer of the resources, you
will have to take into account taxes, you
will have ‘o take into accoumt market
borrowing, you will have to take imto
account grant in aid, you will have tu
take into account facilities provided in
debt re-scheduling—all these taken into
account both in absolute terms and in
terms of percentage, is has increased, and
even in the early Sixties it was 24 per
cent and today itis 36 per cent, I do
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hope that it would be possible for the
States to overcome their problems and on
our behalf I can tell you, the Government
of India has no intention to discriminate
ary State, Whatever is possible within
the constraints is being done, but some-
times you feel that there is some hidden
area from where we can generale resources,
There is no such thing. You have con-
straints, 1 have constraints and [ men-
tioned about it that my leverage is
extremely limited in the sense that it is
true that most of the responsibilities of
the developmental projects lie with the
States, but at the same time it is equally
truec that when the Centre takes some
project, either power project or coal
mining or a major industrial project, it is
not located in air, it is located in some
Stete, The States get begefit out of the
Central projects also, There is no such
thing as ‘Centre’ which is out of any
State. It may be State A, B,C or D,
But definitely it is to be located in some
States, /1

So far as the non-developmental
expenditure of Centre is concerned, we
are trying to do it, The Finance Com-
mission has been most impartial and even
in the presence of Shri Chavan, [ would
say it has been impartial at the cost of
the Union to some extent because he has
not accepted my forecast as he has not
accepted the forecast of the State Govern-
ments, He applied the unifprm yardstick
in assessing the progection of income and
expenditure of States and the Centre over
a period of five years. It would be
difficult for the Finance Minister to
cnsure how he can adhere to the norms
prescribed by the Finance Commission in
regard to Defence Expenditure, in regard
to subsidies  Dut as it is a high powered
Commission, it is an expert body, it has
applied its_mind and applied judiciously,
We have cccepied it. T cannot take the
position that as part of it is inconvenient
to me, so I could not accept it,

With these words, | once again express
my gratitude to the Members for making
their comments,

MR DEPUTY-SPEAKER : Some
hon. M.mbers have moved some ameund-

-

SRAVANA 18, 1906 {SAKA)

Irdian Veterinary 508
Council Bill

ments, I would put all of them of the
vote of the Houge.

All the Amendments were put and negatived.

SHRI SATYASADHAN YCHAKRA-
BORTY : Tune Finance Minister has said
something. 1 want to say to the Finance
Minister that we do not want mercy. We
do not extend mercy. We want what is
legit:mate, what is just and what 1s due
to us

MR, DEPUTY.SPEAKER ¢ The
question is :

“That this House takes note of the
Report of the Eighth Finance Commis-
sion together with Memorandum show-
ing action taken thereon, laid on the
Table of the House on the 24th July,
1984,

The motion was adopied.

—— — —

19.13 hrs,

INDIAN VETERINARY COUNCIL
BiLL—Conud

MR. DEPUTY-SPEAKER : Day
before yesterday, we could not take up
Indian Veterinary Council Bil. Minister
has got to reply and we have got to put
that to vote, We have got to finalise

",

THE MINISTER OF STATE IN THE
MINISTRY OF AGRICULTURE (SHRI
YOGENDRA MAKWANA) : [ am

. thankful to all the hon. Members who

have participated in the debate,

Some amendments have been moved by
some of the hon. Mombers, Those
amendments were also discussed if the
course of ihc debate. Mainly, those
Members whe gave the amendments ha\_rc
participated in the debate, The main
thing which was pointed out by thefn was
that we were not utilising the services of
50,000 subordinate veterinary men who



