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IMra Chairman]

“That Clause
part of the Bill.”

1, as amended. stand
The motion was adopied.
Clause I, a5 amended was taken to the Bill.
Enacting Formula
Amendment made

Page 1, line 1,-
for **Twentieth"
first™ (1)

substitute-"*Twenty-
(Shri P.C, Sethi)
MR. CHAIRMAN : The question is :

**That the Enacting Formula, as amend-
ed, stand part of the Bill."”

The motion was adopted.

The Enacting Formula, as amended, was
added to the Bill.

The Title was added to the Bill.
SHRI P.C. SETHI : Sir, 1 move :
“That the Bill, as amended, be passed™,
MR. CHAIRMAN : The question is :
“That the Bill, as amended, be passed ™

The motion was adopted.

17.06 brs.

ADDITIONAL DUTIES OE EXCISE
(GOODS OF SPECIAL IMPORTANCE)
AMENDMENT BILL.

THE MINISTER OF STATE IN THE
MINISTRY OF FINANCE (SHRI P.C.
SETHI) : Sir, I had already moved®* earlier
thar this Bill be taken into comsideration,

Sir this is an amending Bill on additional

duties of excise in respect of goods of Commission relating to
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special importance. It seeks to give effect
to the recommendations of the Fifth
Finance Commission reyarding distribution
between the States of the proceeds of addi-
tiooal duties of excise levied om sugar,
tobacco and textiles, Hon. Members are
aware that these duties were levied with
the agreement of the Stale Governments in
1957 in replacement of States® sales tax on
these articles, The pet proceeds of these
duties, other than those attributable to the
Union territories, accrue to the States.

In addition to making recommendations
on principles governing the distribution of
net proceeds of these duties, the Filth
Finance Commission was also required to
cxamine the desirability or otherwise of
maintaining the existing arrangements and
the scope of or extending such arrangements
to other items or commodities, Accord-
ing to the Commission, the rationale of the
present scheme and the advantages, which
it was expected to bring, when it was intro-
duced, hold good even now. However in
view of the general opposition of the States,
the Commission has recommended that it
would not be desirable to comtinue the
scheme unless the Government of India
after discussing the matter with the State
Governments, can arrive at a general
agreement for the continuance of the
present scheme with suitable modifications.
Pending final decision, the Commission.
recommended that the distribution of the
balance after pavment of guaranteed
amounts should be made 50 per cent op”
the basis of population and 50 per cent on.
the basis of sales tax collections (exclude
ind Central sales tax),

Asalready indicated in the Explanatory
Memorandum on the action taken by the
Government on the Commission’s recom-

dafions, the matter regarding the desi-
rability of continuing the present arrange-
ments regarding additional excise duties
would be placed before the Natlonal
Development Council as early as possible,
for their consideration,

The other recommendalions om the
the sharing of

®Moved with the recommendation of the President.
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income-tax and payment of grants in aid
etc., have been dealt with in the Explanatory
Memorandum already laid on the Tab'e of
the House and I need not take the time of
the hon. House over these details once
again,

The aggregste transformer to the
States under the Commission's recommen-
dations would amount to Rs. 4,266 crores
in 1969-74 at the 1969-70 rates of taxation
as against the amountof Rs, 2,886 crorcs
recommended by the Fourth Finance
Commission for the period 1966-71. The
actual transfers during 1969-74 would be
more as these would also include States’
shares in additional taxation which the
Central Government may undertake.

Hon. Members would be interested to
note that the transfers to States from the
Centre have been steadily on the increase
under the successive Finance Commission's
awards. The transfers during ths first
Pian period which amounted to Rs. 386
crores in terms of the First Commission's
award weat up to Rs 877 crores in the
second Plan pariod. The trapsf:rs durine
the Third Plan period amount:d to Rs.
1,549 crores and in the period covered by
the three subsequent anoual Plans (1966-67
to 1968-69) the transfers to the States went
up to Rs, 1,746 crores. The transfers
under the present Commission's award, as
[ have mentioned earlier, are expected fo be
Rs- 4,266 crores which isa clear indica-
tion of the magnitude of the increase
in the Central transfer of funds to the
Stales.

Beside the transfers under the Finance
Commission’s award, the Ceatre also provi-
des subtantial assistance to the States for
the developmental programmes in their
Plans. The Central assistance Lo State
Plans which amounted to Rs. 880 croresin
the first Plans which amounted to Rs. 880
crores in the first Plan period rose to Rs.
1,058 crores in the second Plan period and
to Rs. 2,515 crores in the third Plan
period,

During the subsequent three annual
plan periods, a sum of Rs. 1797 crores was
paid to the States as assistance for their
Plans. The central assistance to ths State
Plans in the Fourth Plaa pariod is expected
to be Rs. 3,500 crores.
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Hon. members would agree that the task
of the Commission is a complex one. They
have to sce that the transfer of funds is so
designed as to assist adequately the States
keeping in view the financial needs of and
resources available with the Centre. The dis-
tribution among the States has to be made
after taking into account the resources of
individual States so as to avoid large
disparities.

With these words, I move that the Bill
be taken into consideration,

MR. CHATRMAN : Motion moved :

“That the Bill further to amend the
Additional Duties of Excise (Goods of
Special Importance) Act, 1957, be taken
into consideration,”

SHRISRADHAKAR SUPAKAR(Sambal-
pur): The minister said that the Bill be pas-
sed first and then the matter will be placed
b:fore the National Development Council as
a fait accompli. Whit is the good of this ?

SHRI P, C, SETHI : This Bill bas a
limi'ed aspzst, Under the present arrange-
ment, sugar, tobacco and cloth have been
exemptled from sales tax and they are
being taxed under the excise duties. The
observation of the Fifth Finance Commi-
ssion is that most of the States are against
this arrangement. Although we have a
numbzr of represenlations from all over
the country that instead of sales tax which
is more cumbersome and difficult to ad»
minister, the area may be extended and
all the commodities may be covered by
excise duty instead of sales tax, the demand
of the States is that in respect of sugar,
tobacco and cloth also we should go, back
to the old position of levying sales tax
rather than excise duties.

The Finance Commission has reco-
mmeaded that till we arrive at an agree-
ment with the States, the present arrange-
ment may to continue. Therefore, this is
only a stop-gap arrangement If we come
to an agreement in the NDC that we have
to revert back to the old position and have
sales tax on these commodities instead of
excise duty, the Act would have to be
accordingly changed. Or, if the States
agrec to contiouz the present system or
extend the area, that would be a different
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[8hri P. C: Sethi]

position. That is why I said, this Bill is
only an interim measure till we arriveat
a settloment with the States in the NDC.

MR. CHAIRMAN : Is Mr. Jha moving
his amendment ?

SHRI SHIV CHANDRA JHA (Madhu-
bani) » Yes, Sir. I beg to move :

“That the Bill be circulated for the
purpose of eliciting opinion thereon
by the 30th April, 1970." (3)

SHRI HIMATSINGKA (Godda) :
Sir, as explained by the minister, this
m d is introduced to ply with the

wishes of the States and the recommen-
dations of the Finance Commission. Be-

" fore 1956, sales tax used to be levied on a
number of commodities. As the rates of
salos tax were different in different States,
there were a number of complications.
There was a great deal of corruption also
and a lot of sales tax used to be evaded,
by dishonest persons. At the same time
those who wanted to pay sales tax honestly
ware put to a disadvantage.

To meet that situation it was suggested
that instead of the sales tax an excise duty
may be levied, which will incidentally give a
larger amount of tax also. The dealers
will also be happy if they are relieved the
duty of filling sales tax returns.

As a matter of fact, if you look at the
figures you will find that the collection
that has been made in pursuance of the
excise duoty that has been levied in place
of the sales tax, which has gone to the
different States, has been much more than
what they would have got by sales tax.
If it is sales tax levied from the dealers
what normally happens is that a number
of persons start a firm, do bussiness for a
few months and then close the shop.
The States loses sales tax in such cases,
But il the tax is levied in the shape of
excise duty, it is collected at the source,
from the manufacturers themselves. There
fore, there is no question of any escape
from duty.

The change-over from sales tax to
excise duty has been very helpful to the
States and also to the dealers. Because,
the dealers have been saved the (rouble
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of filling returns. In the case of sales
tax honest dealers were placed at a dis-
advantage as compared to these dealers
who were evading sales tax.

M0

Therefore, I feel it is unfortunate that
some of the States have not agreed to the
continuance of this excise duty. As a
matter of fact, I feel that if a number of
other articles are added on the same basis,
excise duty in place " of sales tax, all the
States will get at the same rate and there
will be no problem of inter-State sales tax,
Therefore, I feel that an attempt should
be made to persuade the States to continue
this arrangement, not only in the case of
the existing articles but in the case of
more and more articles.

It will be clearly secen from the figures
that the collections have been increasing.

SHRI JYOTIRMOY RASU (Diamond
Harbour) : That is because of growth in
production and growth is evasion.

SHRI HIMATSINGKA: My hon. friend
is always vocal and he always speaks with-
out caring for facts and figures. He will
not take the trouble of verifying his facts
before speaking.

SHRI JYOTIRMOY BASU : About
evasion you are more factual,

SHRI HIMATSINGKA : 1 have been
saying that if we switch over from sales
tax to excise duty there is no scope of
evasion and the dealers also will mot be
put to a lot of difficulties. The change
over from excise duty to sales tax isa
retrograde step. But if the States do not
agree to the excise duty then the Finance

~ Commission has no other alternative except

to make a recommendation to continue the
present arrangements till the States come
to some sort of understanding.

The basis that has been suggested for
the division of the additional duties is a
reasonable one because it guarantees the
payment that they were getting before the
change-over and the additional collections
are recommended to be divided in the
proportion mentioned in the Bill.

I have nothing (o say so far as that is
concerned. I feel that the hon. Minister
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will take all possible steps to see that the
States do agree to the continuance of this,
Not only do they agree to the continuance
but that they agree to certain other addi-
tional items being included in excise duties
in place of sales tax,

With
measure,

these remarks 1 support the

SHRI LOBO PRABHU (Udipi) ; Sir,
there are two questions iovolved here.
The first is whether the distribution made
of these special duties is fair to all States,
I bave spoken at some length about this on
the earlier Bill and T would like to add
that it is because of the very injustice of
this distribution that the Stales are now
claiming that they should have their own
sales tax. The injustice arises because
they are given only these proportions which
existed in 1958. Since thenm, as my wvery
valoed and very vocal friend bhas said,
there have been wvarious lines of growth
which have not been taken into account
in this distribution of this tax. You must
realise that®his is a tax rental arrangement
The Government was collecting these taxes
oo behalf of the States; the Government
was collecting excise in place of sales tax.
In these circumstances you, as the rent
collector, had no business to vary the
amounts which were due to each Siate
This Finance Commission, which has gons
all out on the population basis ignoring
the sales tax figures, is the cause of the
dissatisfaction among the States. You
have, therefore, in the first insiance to
discard the recommendation of this Finance
Commission for the distribution of these
addrtional duties in the manner proposed.
The duties should follow ths strict pro-
portions of the sales tax as they stood in
1958 barring such marginil changes as
may take place.

The second question is which of the
1wo taxes.excise or sales tax is better,
firstly, from the point of view of the State
and, secondly, from the point of view of
the ecomomy. It is very well known it
should be known evem to the Stntes that
the excise duty which is imposed at source
is a complete tax. No ounce of sugar, no
yard of cloth, no tin of cigarettes may be

' taken out uatil it pays the duty. When
you come to sales tax, this may be distri-
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buted among large dealers and small
dealers. Small dealers may not pay any
sales tax at all if the arey below the oxam -
ption limit. So, as far as the State is
concerned, in excise duty you have a much-
larger coverage, both in respect of the
source and those who pay this tax, There
will be an invitable reduction in tax if you
trapsfer from excise to sales tax. The
result of that reduction will be that the:
rate will be increased. It is quite fashion-
able. The rates of sales tax on commo-
dities which the States impose have in-
creased much more than these additional
duties, When you impose the increased
ratz, you do it at the expense of hopest
people. Only those who ars honest pay
the tax, all those who are dishonest com-
pletely escape. So, the Government has
to put it very clearly to the States that
this is the position, namely, if they want
less tax evasion and more revenue, it js

betler that this rental arrangement should
continue.
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At the sametime, the Government is also
to blame that it has been somewhat partial
to the excise duties which it collects in to
over the excise duties which it has been
collecting in lieu of sales tax. The increasy
since 1958 has been only 45 per cent for
textiles, cigarettes and sugar as against 70
per cent for others items which are in the
total control of Goveroment. This is not
fair that you have taxed certain smaller
commodities and have exempted these
bigger commodities because you are pot
concerned with the procedure. 1 am npot
asking you to increase the tax because. I
think, you will do it without my asking.
But I am asking you to see that there is
some kind of a fair distribution of these
duties. You should not treat the taxes
which go to the States in a different way
from the taxes which you take your
selves

Lastly, 1 would like to say that the
whole question of excise duties has to be
considered very carefully by the Govern-
ment. You have got a socialist Government
and, I should say, the great socialist Minister
of State is sitting behind and I want to
know whether it is comsistent with this
socialism that you keep on iocreasing. the
excise duties and increasing the opportuni-
ties of corruption on the basis of theso
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excise duties. Therefore, 1 would like to
say, what was said before by other hon.
Members : be careful how you proceed
with the excise duties, with these indirect
taxes, beacuse that is not the direction of
socialism.

ot grEare qaaw (g9 faaef) @ wa-
qfe wgrea, ag faaas @1 og¥ fadmw
# aeg wear fadas § M faq wida
# fawrieal & wgE 99 a§ A qWAr
qz Tt A faeee T faww afwag
Hfaarafi ot ad av & fay 2. &
3 fagre &1 GR4T AT J@AT g Al
1957 & qa fagas &1 W 41 A%
foesi eomedr &1 A% oAt aETH, WAl
o F98 9T faft T F Fam 9 FTHIRA
®T @O #Y, IHF A} @A wifgd
wg sgaar 9g 4t fF wsal & fadl &%
@I F B OF TN 9 FT A9
W gas 6T Teal #§ aiRd §) agear
Y, A AW T AEQE F XA 7@
wEeqr AT @A wifgy afew we
aeguil ®1 W W Fd a7 & aw gy
wiw W ® ag wamAm g f& faad
FT AMA g1 98 OF & #NT 9T 70 fad
ard A way wwgr aaF ag g 5 fam
g 9T A€ darT gl ¢, waiy vanza
& e q & FL A (@A 7 99 Tw
ot agen #eAl @1 FT A MR, IN
¥ 412 9U% FAT FL A AMAT S | 34
¥ a Faw @l Fogmdr g7 v g
fwrdF QA AT FT AN 1A
& gardl, snEl JAl a9r g g1 saqr-
fai = s fgae feqia T&d Wk
e ¥ o 4 1 gdfa A
g WY 3T &

fag Ar@IT A @R ALH 9 GO
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FEBRUARY 24, 1970

Excise (Goods of
Spl. Imp.) Amdr. Bill
7 aEgwl # a1t § afes a9 aegwl &
IR H A SR F el R OF AR
99 AT [WE A A 5 gEmET
FTE W17 79F 917 I8 A F AT
g ¥ sugear # A Y famd fmdd A
T F qEFAIT SAFH LA FT OANET A
fadr

FomFwr§ fs og ot cendt
fagms ¢ ag 7 fad weard @@ w@ar
afex Ia%1 card) fear s s 98H
FT87 § AR Afas wgal w1 s
ST | 2H g § F oF ;A §3A
aigar § i % ssaqa a1 g7 Wl g
IAFT F2ATT FI& 99 AT F) G
1 & a8 X g7 Whasa §13 Araw-
7% gl a1 9z < faa g, Afwr wedl
Fzga S gga A a1a fF T oW
FEgul Il 0l gE% wE 67 F MW

FEARA FL TF @ FAT qT AT FHC
FTH |

44

SHRIS. KANDAPPAN ( Mettur)
Mr. Chairm2n, Sir, the hon. Minister has
convenient'y ignored the debt liabilities of
the States and tried to make out a case that
everything 1= well with the States after the
report of the Fifth Fioance Commission. 1
am sorry Lo point out that this is a field
where most  of the States are feeling the
pinch, Aod ina pumber of States, I am
afraid, after the repayment of the loan and
the interest, hardly anything would be
left for theic development activities. That
is the case vith my State and I do not know
in how many States the same predicament
prevails. To give a glaring picture, I will
simply quolc the increase of the debt liability
of the State- in all the three Plan periods.
In 1952 it was of the order of Rs. 239
crores. la 1966 it has risen to about Rs.
4094 crores, [ thick it is still higher now-
round abou: Rs, 6000 crores. Taking the
percentage, the repayment during the First
Plan period--1 am talking in terms of all
the States put together--come to about 9%.
In the Second Planit comes to 33% and
in the Third Plan it is of the order
of 40%. This is the average of all
the States taken together, But if you take
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each State separately, where the debt
burden i; more, the liability is equally more,
So, this aspect is completely ignored by
the Finance Commission as well as by the
Government of India. This isa matter of
great concern to us and unless the Govern-
ment do something on that account. 1 am
afraid as to what we are going 1o do by
way of Plans, This is a serious maiter and
if the hon.Minister is in a position to throw
any light, we would be happy to receive his
observations on that.

Then, inspite of the realisation by the
various Finance Commissions about the
difficulties of the States and in spite of
their recommendations, we do not feel that
things have improved much. Here, 1 would
like to reitérate the point of view made by
my colleague, Mr. Sczhiyan. We should
have some kind of a permanent machinery
to resolve these difficulties and it is wvery
imeprative to bave it without further delay,
The Fifih Finance Commission have said at
one place :

“There is a chronic gap belween the
States” own fevenues and their expendi-
ture commitments.’

But I am afraid that even their own
recommendations do not meet the alarming
situation that they themselves record here.
Though we are not very happy abcut the
recommendations of the Fifth Finance
Commission. | am sorry to say that the
Government of India do not scem to pondcr
over the various points they have raisced.
Are they very positive or clear in their
mind as to the inclusion in the divisible
post of the spccial excise, that the Finance
Commission has recommended because, if
1 heard the hon, Minister correctl., he said
that it would be considered 71 hope it
will be agreed upon at least from 1972
onwards as recommended by the Commission
itself, if not earlier.

With regard to this Bill we are presently
discussing about these additional duties of
excise, some Members who preceded me,
particularly Mr. Himatsingka, Mr, Hardayal
Devgun and I think even Mr. Lobo Prabhu
said that we should rather not change this
method and go on increasing and bringing
in more commodities under thess excise
duties and then make the division among
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the States. But it is very curious tbat most
of the Siates as per the report of the
Finance Commissicn have dumanded that
they should resort to the old practice and
they should be given the privilege of haviog
the sales tax insticad of excise duty, Here
it is very pertinent to inquire as to why the
States feel like that. 1 would like to give a
Jery coocrete example. According (o the
formula adopted by the Finance Commission
and that we are going to pass now, the
share of my State will be of the order of
about--it is only by way of example I am
quoting here--Rs. 285.34 crores.

s

If we leok at the Sales Tax collection of
Tamilpadu, according to the Tabulation
that they themselves have provided we see
that it stands mext o Mabarashira, But,
according 1o the scheme of things. here it
comes fourth or fifih in the list. Naturally,
Sir, theieis a fecling of suspicions-it may
not be correct; but that sort of suspicion
is bound to anse ihzt somebody is expro-
priating cur collection, Probatly, Sir, the
curious anomaly in our Federal structure
with ragard to Finance is this, Every State
seems to think that others are living at
their cost, It is an anmomalous situation,
We should try 10 remove this suspicion.
That is what is most vital to bring about
cordial relation hip and healihy cc-operation
betwewn the Staies and the Centre, 1t is of
paraniount importance to remove that kind
of suspicion from any State For that,
voless you as demanded by many members
statutorily provide certain scheme of things
without resorting to the ganble as one
Chaiiman of the Finance Commission bas
expressed, or 1¢sorting to Grants-in-aid, or
resoriing 1o certain provisions of the
Consunuticn which is rather a distortion
according lo some legal experts, without
havirg recourse to all t1hese things, unless
it is open and it is clearly laid down, the
suspicion is bound to be there. So, I would_
rather demand that in these, as well as in
other maiters, they should have more and
frequent consultaiions with the States and
try to evolve a formula which would be
agreeable to almost all the States. And,
one more point I would like 1o add,
following what Mr. Lobo Prabhu has
observed earlier.

This Finance Commission, as well as

the National Development Council have
taken into consideration the backwardness
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of certain regions; but unfortunately they
did not take into consideralion as to why
the backwardness was there. In certain
cases their backwardness was there, in spile
of major allocations that they received from
the Centre, There should be a certain
formula whereby we should not reward
inefficiency in the mame of beckwardness.
1 would rather plead with them to find out
as to how the backwardness arises. A
suspicion arises that they have wasted the
precious and scarce resources that were
given to them. You have been going on
giving vour financial resources to some
areas where theyare not ina position to
properly operate or exploit or utilise them.
This, 1 am sure, forms part of an clement
of suspicion in the matter of devolution of
your finances. Unless these things are set
right there cannot be a healihy comnpetition
between the various States with regard to
their development activities. With these
words. Sir, I conclude my observations.

«*SHRI TENNETI VISWANATHAM
(Visakbapatnam) : Mr. Chairman. Sir,
this Bill is stated to be a temporary
measure only, but the discussion on this
has been quite extenmsive. Iln 1957, as a
result of the harassment caused by the Sales
Tax Officers and because of the disparity
in the quantum of Si'es Tax in various
States, there ensued what can be called
‘flight of commodities’. As there is flight
of capital, there is bound to be flight of
commodities if there is disparity in the
quantum of Sales Tax in different States.
That is why the Finance Ministers of the
States met and considered the issue. They
then came to the conclusion that in order to
overcome these difficulties and to avoid
the cut throat competition in the matter of
levy of this tax by the States, it would be
better if the Central Government levied the
Excise Duty and distributed the proceeds of
this duty among the States. It is true the
Centre is not keeping back any part of the
revenue thus collected and the entire
proceeds are being distributed among the
States. As Mr. Lobo Prabhu has stated, if
the power to levy and collect the tax is
given back to the Siates, the same old
difficulties, to avoid which the power was
given to the Centre, would again crop up
and in more serious dimensions, 1f it is
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desired to protect the assessees against the
harassment by the tax-collection staff, it is
necessary to retain the present method.
Even if the Finance Commission goes into
the question, they, will have to discuss the
issue with the officers of the States only.
Even if the National Development Council
disevesses it, only the Chief Minister of the
States will participate in the discussion.
That is to say, the consullations would take
place only with those very people who are
interested in increasing the revenues of the
States and for that purpose, do not mind
adding of the suffering of the people. But
neither the Natiopal Development Council
nor the Finance Commission ever bothered
to considerthe views and experiences of the
assessees. We, on this side, as well as the
hon. Minister are receiving telegrams from
textile and tobacco merchants, | have also
written on this issue to the hoa. Minister.
The refrain of the telegrams is that, as
compared to the Sales Tax, the Excise Duty
is less cumbersome and is preferable. The
Minister has therefore to taink of this also.
But if be is trealing this as a temporary
measure and thioks that this matter would
be discussed by the National Development
Council, then it would be better if some
representatives of the asscssees are also
invited at the time of discussion of this issue
in the National Development Council. The
viewpoint of th* assessees is very important
because, in the matier of payment of either
Sales Tax or the Excise Duty, they are the
people who are directly affected, The whole
matier shouid be reconsidered fu!ly. This
NDC is not a stawutory body nor isita
creature of the legislature. We do mot
know its precise status. Therefore, 1 submit
that the proposed, action of the hon.
Minister in getting the approval of the
National Development Council is neither
proper nor justified.

This is a temporary measure; let it be
as such only. Otherwise there would be
competilion among the States, and the price
level of commodities and interstate movements
of produce would be completely upset,
because of the different rates of tax in
different States. Tt was on account of this
only, as T have stated earlier, that the then
Fimance Ministers of the States agreed te
surrender the power to the Centre 1f I have
been able to convince you of the need to

** The original speech was delivered in Telugu.
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retain this power with the Centre. I hope
the Government would act in the manner
T have indicated.

ot wo fire wewe (¥afaar) 1 &=
afy 7Ry, wra & oA § WMH wF
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AT 1 ¥ qo7 aga AT @ 1 Tew wfaw
migs & waw fas wfasd & amr
FWE 17 gl o e fogd faar
¥9 WA ¥ T wWew g T @
awd g1

awEt & gron weftgw Jewdww qMA
AT 47| 1957 # oAl 4R FR F 9
# g dmrent gt v ¥ C@taaa qaEres
fegét age st Wi gas i 7 faa-
f@ st | ¥fsr mx a1 faw feafa
foege =it gf & 1 qafe? w A @@
3 ¥ faaqrx wzar =ifzg 1 &1 g7
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wErd gl e smaEr 8 S Ffe-
agmt @t § sAnr g femr
a1AT Tfegd, v ;A g A} IR
T 9ifg @t gw SE TWA A1)
&7 & Wl § gU FT AR

wgT A% fagre & gEaey §. AW
mat & a1z Y ag ow foger gam T
arar arar &1 far wrorr o foge
fagre &t wad®ar F1 eqT TN & wATAT
5% frgdqr 9y o zfer Homram B

quTAATY AW X wd-sgEedr w7
frwf faege aaw efesim & @ar §,
forgd aomw fre® gu el & fawrw
siedgue gfem & @il e
AR g NS g sAFEqr §1 T @l
arar & 1 3@ faw § gwrorarg ¥ AET W
stfea #1 famr & #¥ #aa 7@ @A
g e AR g ok @
sfer, 3=z ot usAl F weedl § gL
W Wy AT @9t @R gEAerd
A ¥ & faegul ot frare T & &
g faq amar wfgd av | W AW A
tar fwar ar, ar g= faw &1 «awy 39
Frw &1 #1ar |

fafam Tedl & 419 ¥ o §7 a1
el & @ A A€ quend dug
afz 37 W wic arg & fagd gr wedl
) gaemi o3 Sfaa e faar s,
1 ag g gwar & fag sadaeE gem
AR Tt gw gEwae W few § A
T | | 5T aATH ATA) 9T T AW
& geer 9 ag fav s ifgh 1 ad-
o frer & Frq T S99 a0

SHRI JYOTIRMOY BASU (Diamond
Harbour) : I would not go into the wor-
king dctails of the Commission because the
suceess of this arrangement depends wvery
much on the attitude of the Ceatre towards
the States. 1f they wish to treat the Siates
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@s their colonies, nothing is going to work.
Whatever formula they have laid down in
the last 20 years has resulted io the complete
bapkruptcy of the States. Today the
State Goveroments are nothing more than
municipalities and they are really hard up
for money and if you see the Budgets of
all the States, you will see that most of
them are ronning at a great deficit. As
long as you control the monctary powers
in this country, you have to take the
responsibility of meeting the needs of the
people of the States. It is not the
nesd of the administrative machinery there
but it is meeting the needs of the people
of the particular State,

Let us ses what you have been able to
do with regard to West Bengal. West
Bengal, which has faced problems coming
out of partition, influx of refugees. etc, has
been wanting at least Rs. 125 crores for
resettlement of those who have heen there
since 1946 and also the new arrivals that
are coming due to the changed political
circumstances in our neighbour Stale,
Then, we have the border problem. a wvast
length of border, the maintenance of which

falls partially on the State Government
machinery,

The Centre has to consider these. things
The formula--heads I wip, tails you lose--is
not going to be accepted any longer. Calcutta
has been neglected during the last twenty
years .. .. (Aa gron, Member : Question).
You have made billions of rupees in the
shape of taxation, excise duties, import.
export duties, foreign exchange earnings,
etc, What have you given in return to
keep that city going 7 The whole city
machinery is on the verge of collapse You
cannot keep your eyes shut and take bazk
your hand when it comes to the question
of giving back something. We are nat
going to have it any longer. If you aie
anxious to have good, cordial and will
meaning relationship with the States you have
to take advice from them and formulate
your policiss. Calcutta port is another
problem. That has brought you a fortune
for the last one century.

MR. CHAIRMAN : 1Tcan allow this
kind of speech on another occasion.
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SHRI JYOTIRMOY BASU : We must
tell them what we require. The formula
that they had bzen trying to sell is not
good enough. Mr Raghuramaiah will tell
us how Calculta port cannot make both ends
meet. The whole issue is an issue of
politics and principles. If the Central
Gevernment does not come to brasstacks
and face realities these formulas are not
going to be the cure. We have many other
problems : unemployment, backwardoess
in education, rural electrification, rural
housing, rural water supply. Everywhere
we are backward. We had been the vic-
tims of severe floods during the last two
or three years. The Centre has to consider
these things. It is not my State which is
saying this; it has come from Mr, Karuna-
nidhi of Tamil Nadu; he has voiced these
feelings. The Kerala Government has been
treated in a shabby manner and Mr. A. K.
Gopalan, a Member of this House has
presented a memorandum protesting against
the way it had been handled. Tn conclusion,
if you want to muaintain healthy relation.
ship with the States, do not treat them as
colonics. Delhi, the Ceatre's capilal,
should be guided by the States; the States
shou!d net be guided by Delhi.
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=it wgrew fag wreat (¥3) @ @W-
ofy st fadt & & T ox wEi S
qzr g1t 2 adf Lam faar s oz fagia
W21 2, Al TH &7 e F 9 6
TA7Ar A 1T gA® dvawa W gwdr g
FFT1 & W A wegr Qg | AfFT W
17 3z HAWA &1 [ oA & oETsy &
framm # a7 wzafegi g gy
fa#Y #T ¥ g1 9dt £ ar aTq qF v
g1#fag 3T sar g 9ax WRAW
gl ¥ uaifa 3 D o wrfasi &
5 71 s99Y & WX ag A fas aifast
F1 a1 37 vy w2 W& & 7 =
a1g & uFArse faartr ¥ @ @ ¥ ow
aza 7=t fgear amr § o faw @y v
HA 910 FY A FAEIIE R AW 90 ]
FeggsmErIz 2 3@ § 1 Mg & A
Az fAam Sy damag
FIASLFE FAfFT ag@ @ INE
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R T & qgw ) A€ aE, 98 g
g fFT @ E AR mag T &
UFAISH Flgaga 951 A4 Gl g 1 AT
g g ¢ fe Az @z w3 YEFWE
fe it &1 wfaws ag7 Fw favar =k
fFari & 51 F1 T 9274, 97 WA
SF KW ) AU ag sgar & fe W
|17 I § g uARTET T A F qKA
a1 f&T owmrge fawmr & 3] & 9w
wr fasaar @ 7 & ag g fe @F
FLAN qU e T 1 geifs @
EHTT &1 Uk g - fael @ uei-
WU | ag A WIT 9@ B a9 FAT )
affq @ as gz O gEETE ®@ 9
W a3g & gt @ Iaw a1 Afee

FEO A § sgm WRAE | 0F
WE a7 gw gEgw W fadl & ¥ w7
feara fama s § @) fae gw |ieard
wiz At w1 frarg feam 9w aw@ @
wq) 7dl Fmy & 1 fraw =T W ogew
H a1 glar g IFerEw & N aw
Tl T gwx 1 fas 30 dwer W
R F oAt & 1 70 % T WiwETH
W #arm &) wiwETd e isw
wmar ag feaan agr gew @ TWE I
oTY 4% WOE ¥Hg g ol gt
mr s e ? fom wg A faweh @
ArATT ¥ guk 60 qTHEE WA 9T WiEgwy
fawd) &1 5T Eizard v $9 2 qvdt
7wy #§ 9EF I UFETRA AR
g?ay magd wEF 7-37
& w17 9 e faaY A AF E AR mar
are W At T F g ¥ v fawar
t greard #, =g a0 femm & /=
wrar § | M9 ) wiEErd 9w A
Ewﬂ qﬂmﬂ! E'Tiﬂa f& I 70
§wer T X AT IANT @izARY w
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feawa dargr ot &1 & wi wEy
fgr g A ot gEd wwRd a1
oz ua 3§ wicard & sov N
&gg qmar M wifge | & Szm fE
FIFI 38 X AR FL AL Gigard qu
FE T T Fma g | W eI %
g § qoft a1 gard F3@ g

THE MINISTER OF STATE IN THE
MINISTRY OF FINANCE (SHRI P. C.
SETHI) : Sir, these two Bil's were taken
together originally and therefore most of
the Members who spoke on these two Bills
made common poiots. Some of the points
which were raised by the hon. Membars
have been replied to by me in the speech
on the points parrated when the first Bill
was passed,

As far as this particular Bill is concer-
ned, before coming to it, I would like to
refer 1o some of the points raised by the
hon Members during the course of the
previous Bill aod also on the current B,
Shri Tenneti Viswanatbam, Shri Randhir
Siog and Shri Bharati and a few other Me-
mbers also raised ihe point that - there is a
similarity as far as sales-1ax and excise du-
ties are concerned in the sense that the
excise department is not immunet o corrrup-
tion. I would not claim that here and there
cases of corruplion camnot be cccurring
in the excise depariment but, by and large,
1 would only like to say thatit was on'y
with the point of view that the excise off.
icers may not come into contact wilh the
factories when the possibility of corrupling
him are much more-because every time (he
goods are passed out of the factory they
have to give a cerlificate--we bave evolved
a system koown as the sell-removal prece-
dure whereby we have put our faith in the
manufacturer himself and, at the same -
me, we have provided for some stringent
penalties if they are found to do some mis-
chief. That is why we bave removed the
excisc officer from the point of the factory
which is the point of production, and 1he
self-removal procedure has been working
for one year, I would pot claim that (hig
has been a complele success. There are ar.
eas where improvements have to be made,
and certainly we are looking into them and
therefore, to the extent possible, the possib-
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ility of corrupting the excise officer is gett-
ing reduced as far as the self-removal pro-
cedure is concerned. At the same ume, [
do agree with the hon. Member that more
vigilance is necessary and more strict me-
asures are necessary, and wherever cases
of corruption in the excise department, or
for the matter of that, in any other depart-
ment, occur if they are reported, we will
take more stringent measures and take an
overall serious view about it.

As far as the sales-tax and excise duties
are concerned, the main point of difference
is that excise duty is collected at one point
with the result that the manufacturer who
is producing the goods has to pay the exci-
se duty, and then the consumer or any Ot-
ber buyer has nothing to do with it and
there is no repetition. On the other hand,
in the case of the sales-tax, it is Jevied at
various points ; there is a single-point
sales tax; there is a multiple sales-tax; the-
re is the inter-State sales-tax. Therefore,
everytime the article passes from one hand
to th: other, sales-tax is levied, and so it
is more cumbersome and more irksome to
the consumer, the buyer and the trading
commuanity. Therefore, as 1 said in the very
boginning while I was replying to the first
Bill, we have received so many representat-
i00s from all over the country, from the
induitry, trade and the consumers, that
thay would not like to revert to the old
procadure wherein the sales-tax was to be
collected on these items, pamely, sugar,
tobacco and textiles. On the contrary they
bave praised, and most of the hoo. Mem-
bers who have spoken have also expressed
ths view that instead of having this only
for three iems, the area should be widened
and extended.

1B brs,
However, this matter will have to
be discussed in the Mational Develop-

ment Council. Most of the State Govern-
meals have opposed it on the ground that
wherecas the basic duoties have gome up
from Rs. 450 crores to Rs- 1376 crores, the
additional duties wbich accrued to the
States, aftor deducting the expenses on the
cpllection of the {axes, have gone up from
Rs 39 crores in 1961-62 to Rs 62 cfores
ounly. The States say that the increase in
additional daties which actvally accrued
te the States is comparatively much less.
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They say, instead of levying excise duty, if
we had left them free to levy sales tax,
they would have earned more revenue. We
will have to take an overall view in the
light of the sentiments expressed here, the
representations received from the State
Governments, etc, Therefore, it will be
difficylt for me to commit myself as to
what ®ould be the outcome of the NDC
meeting. We would discuss this particular
point in all its entirety with an open mind
with the State Governments and then take
a decision. The scope of this Bill is limited.

I would assure Mr. Jyotirmoy Basu that
there is no question of treating the Staies
as colonies. After all, we are also part of
the States. We are also residing in some
State or the other. Qanly because we are
Members of Parli t or Ministers, we
do not become persons out of the States,
Shri Jyotirmoy Basu : Delhi has no relation
with India. You have precast tiles for pa-
vements in Delhi while in the States, you
will find hospitals without an operation ta-
ble or anything of that sort,

sit fraar W qarafy wPag, w4
iRy 7 wgr & f5 wdwwde wifae &
™ 9T far &0 fr wwmres egEY w1
Fzara feg ag A g1 Afex &K s
g g & aw A Frgsw wla W
foqiZ an€ @, o O wig A TAWgdE
siffga § @ & arX ¥ waar & 3@l
fear ? wad sar feswdy &, saqr aua
#11 a7 (& OF 17 96 O FUA &
far aIsuT gt @ &

g0 qa-99 FT 3§ JFARR FW@
g e aw &Fen @ smam . wifaa 9
ot frget 437 g 4, va i aw A W
qray #1741 A faan, @@ § war fTesd
%) qiw wiffga & QOfer F1 o= agl
gl g &, ved wl; g A W &
gk # faddia & Wit 73t v fawe 5@
¥ @13 Iq%( Al €@ JOAAT I@HT qG
gy anfat ool wr feaad €

MR. CHAIRMAN : Daes he wat ‘>
say anythiag in reply 1
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SHRI P. C SETHI : No 1 have alrea-
dy said what I wanted to say. He has not
made any new point.

MR. CHAIRMAN : I will now put
‘Mr. Jha's amendment No. 3 to vote. The
question is :

“That the Bill be circulated for the pur-
pose of eliciting opinion thereon by the
30th April, 1970." A3)

The motion was negatived,

MR. CHAIRMAN : The question is :

“That the Bill further to amend the
Additional Duties of Excise (Goods of Spe-
<ial Importance) Act, 1957, be taken into
-consideration.”

The motion was adopted.

MR, CHAIRMAN : We will now take
up clause by clause consideration.

There are no amendmenis to clause 2.
“The question is :

*That clause 2 stands part of the Bill™
The motion was adopted,
Clause 2 was added 1o the Bill.
Clause 3.--(Amendment of Second Schedule.)

SHRI LOBO
move :*

PRABHU I beg to

Page 2, after line 36, add--

“Provided that when the percentage of
.any State is below that fixed by the Fourth
Finance Commission, a grant equal to the
difference will be made under the relevant
article of the Constitution,™ (4)

My amendment relates to those States
which have suffered from the allocations
made by the Fifth Finance Commission.
1 do not wish to repeat the details of the
case, but I would like to say that it is incu-
mbent on this House to see that these Stat-
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es are not left wounded in this manner
by the Finance Commission. I could press
that you should follow the formula of the
National Development Council and restrict
the allocation on the basis of population,
1 could press that those States which have
received more should be made to give it
up. I am not doing it On the other hand,
I am only suggesting that you restore the
percentage which was given in the Fourth
Finance Commission and which has still got
two years to run by a separate grant to be
made under article 275,
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I would like that this grant should be
made under article 275 and pot under arti-
cle 282 because plan grants under article 282
have politica) strings. It is not consistent with
the dignity of the States to be bound by
the political strings of the Centre. So, 1
make this modest request, which will not
Involve very large payments, may be acce-
ded to and my amendment accepted that
the diffe b the two p tages,
that of the Fourth Finance Commission and
the Fifth Finance Commission is made up
under article 275,

SHRI P, C. SETHI : The Bill before
the House is to the effect that the excise
duty on tobacco, sugar and textiles should
continue to remain for some time till it is
considered by the National Development
Council. The hon. Member has moved an
amendment with regard to the devolution
which the Finance Commission has reco-
mmended. We did not want to bar him and
that is why we have ourselves recommended
to the President that he may be aliowed to
move his amendment. But, as far as that
amendment is concerned, it would almost
tantamount to saying that the award of
the Fifth Finance Commission has to be
treated differently in this particular matter,
Therefore, 1 am not in a position to accept
that amendment.

MR. CHAIRMAN : I will now put the
amendment of Shri Lobo Prabbu to the
vote of the House.

Amendmeat No. 4 was put and megatived,

* Amendment moved with the recommendaion of the President.
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MR. CHAIRMAN : The question is :
“That clause 3 stand part of the Bill”

The motion was adopted,
Clause 3 was added 1o the Bill.

Clause--1 (Short title and commencement)
Amendment made :

Page 1, line 4,-
for “1969" substitute **1970" (2)
(SHRI P. C. SETHI)

MR. CHAIRMAN : The question is :

*“That clause 1, as amended, stand part
of the 'Bill".J

The motion was advpted.

Clause 1, as amended, was added to the Bill,
Enacling Formula

Amendment made :
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Page 1, line 1,-

for “Twentieth™ substitute *“Twenly-

first™
(SHRI P, C. SETHI).
MR. CHAIRMAN : The question is :

““That the Enacting Formula, as amend-
ed, stand part of the Bill”

The motion was adopted. n

The Enacting Formula, as amended, was
added 1o the Bill,

The Title was added to the Bill,
SHRI P. C. SETHI : Sir, I move :
“That the Bill, as amended, be passed.'™
MR. CHAIRMAN : The question is :
“That the Bill, as amended, be passed,’
The motion was adopted,

18,11 bre.

The Lok Sabha then adjourned till
Elaven of the Clock on Wednesday, February
25, 1970(Phalguna 6, 1891 (Saka).
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