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MR. SPEAKER : The question is :
“That the Bill bc passed.”
The motion was adopted.

16.38 brs.

COMMITTEE ON PRIVATE MEMBERS'
BILLS AND RESOLUTIONS

Forty-Fifth Repori

SHRI BHALJIBHAI PARMAR (Dohad):
Sir, I beg to move :

“That this Housec do agree with the
Forty-fifth Report of thc Commitiec on
Private Members' Bills and Recsolutions
presentced to the House oo the 12th
March, 1969."

MR. SPEAKER : The question is @

“That this House do agree with the
Forty-fifth Report of the Committee on
Privatc Mcmbers' Bills and Rcsolutions
presented to the Tlouse on the 12th
March, 1969.”

The motion was uduptcd.

16.38% hrs.

RLSOLUTION RE : AMORTISATION OF
LII.‘.FTS OF STATES—Cond,

MR. SPLAKER : ‘IThe llouse will now
take up further consideration of the follow-
ing Resolution moved by Shri . P. Lsthosc
on the 27th February, 1969 :-

“In view of the serivus financial crisis
facing all the States and (he fact that
enormous debt charges of the States cat
into their capacity to launch developnient
schemes, this House «calls wvpon  the
Government (o imimediately work oul &
scheme of amortisation of debts in con-
sultation with the Stales and lo imple-
ment it.”

Shri Esthuse may continuc his specch.

SHRI P. P. ESTHOSE (Muvattupuzha) :
Sir, last time 1 made an attempt
1o high-light the heavy strains on the finance
of the S1ate Governmenls, consequent to the
cnormous financial powers concentrated in
the hands of the Union Governmenl, The
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repayment liabilities of the State Govern-
ments to the Central Government are in-
creasing to a dangerous level. In some
States it is as high as 31 per cent of the
total budgetary resources. The debt services
burden of all the States has gone up from
Rs. 356 crores in 1966-67 to Rs. 455 crorcs
in 1968-69 is that—a risc of Rs. 100 crorcs

Debts of States (Ru.)

‘which amounts to 25 per cent of the increa-

sed revenuce expenditure of all the States.
This growing debt services burden has be-
come the dominant non-developmental
cxpenditure of the State budgets.

With this cver-increasing non-develop-
mental capenditure the State Governments
have little money for the developmental
programmes, Out of Rs. 2597 crores of
total revenue cxpenditure of alll the State
Governments in 1968-69, the non-develop-
mental expenditure has swallowed Rs. 1137
crores. It is really shocking that the Central
Government is showing a callous disrcgard
towards the finances of the State Govern-
ments by its policy. The Union Govern-
ment is virtually throttling  the States,
cconomy ; what Shylock did in Old Roman
days is being done by the Union Goverp-
ment in this twenticth century in a more
ferocious manner.

The data given carlier also illustrate the
mainner in which the Central Guvernment is
compelling the State Governments to  impose
the heaviest burden of taxation without any
benefits  to the common  wan.  This, in
practice, is bringing many State Governiments
in direct conflict with the people.

16.41 birs.
[Mr. Depuly-Speaker in the Chalr)

I'he manner in which the food subsidy
fo State Governments was arbitrarily stopped
and prices ol foodgrains were pushed up-
wards has only cxposed the autocratic ten-
dencics tn the minds of the leaders in Delhi.
In Kerala State, where shortage of food is
extremely aculce, the stoppage of subsidy has
created serious financiul difficulties in the
maltter of distribution of foodgrains. The
Union Government, instcad of considering
the difficultics of the Kerala Government
sympathetically, resorted to us of food as a
blackmailing weapon.

It is intcresting o nole that the Congress
leaders in the Centie, while stwpping fopd
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subsidy on one hand, instigated the Congress
leaders in Kerala on the other to launch a
virulent campaign against the rise in prices.

The Central Government is today appro-
priating to itself the cream of taxation
revenue and is throwing crumbs at the hands
of the State Governments. The machinery
to share taxatio. revenue between the Centre
and the States is loaded heavily in favour of
the Central Government. Because of this,
the Central Government is in a position to
dictate the terms in respect of all financial
operations.

It is no wonder that even in States where
the Congress Party is in power the Chief
Ministers are compelled to express their
disapproval at the policy of the Central
Government. The financial difficulties of the
State Governments leave them no alternative
but to resort to overdrafts to tide over their
difficulties.

The attitude taken by the Deputy Prime
Minister last year amounted to gross insult
of the States. While presenting the budget
last year he said that he is not going to allow
the States to have overdrafts. But what is
the result ? According to reports in news-
papers, a majority of State Governments
have presented deficit budgets—not only
United Front Governments but even Congress
Government like that of Gujarat.

Who is actually responsible for these
overdrafts 7 It is the policy pursued by the
Congress in the Centre that is primarily
responsible for this sorrowful state of affairs.
Instead of mending its ways, it is doggedly
pursuing the discredited policy, leading the
country to ruin and disaster. As the Finance
Minister of Kerala has recented pointed out
in the State Assembly :

“The State Government would not
need overdrafts if the Central Govern-
ment give some reliefl to the State
Government with regard to D.A. to
State Government employees, food
subsidy and repayment of earlier loans.”
The question of food subsidy, DA and
repayment of loans are all connected w_ilh
taxes. The DA is mainly for compensating
the high cost of living index. The cost of
living index is high because year after year
they are introducing new taxes for more
than Rs. 100 crores or Rs. 200 crores.

Not only that, the policy of inflation,
decontrol, devaluation and deficit financing
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has resulted in steep rise in price level. None
but the Central Government is responsible
for this chaos. It must bear the full respon-
sibility of the repercussions of this policy
on the State Governments..

The Central Government must give up
the Viswamitra type attitude—you know the
famous story of Viswamitra and Menaka—
of pretending not to recognise its own baby,
because gone are the days when State
Governments were behaving like Menaka.
MNow a number of non-Congress overnments
have come into existence who will squarely
but the entire responsibility on the Central
Government, In a new situation when the
Congress Party is tottering at severe blows
received at the polls, the Central
Government cannot go ahead with its high
and mighty attitude. The non-Congress
governments, particularly the UF Govern-
ments in Bengal, Kerala and some other
States, are trying to clear up the mess created
in the two decades of Congress misrule.

The Centre-State financial relations are
creating big hurdles in the path of the UF
governments. The Central Government by
insisting on its pound of flesh is deliberately
obstructing the development of an alter-
native path which is giving more relief to the
people of the concerned States. Itis only
by relieving the State Governments from the
colossal burden of the Centre that the
economy of these States can be brought to
order despite serious limitations.

Therefore it is high time that serious
steps are taken towards amortisation of the
existing debts in consultation with the State
Governments. It may be necessary to
impose a moratorium with regard to certain
States woose financial position has becoms
extremely critical. In some cases the Union
Government will have to write off the earlier
debts particularly those used for non-develop-
ment purposes. This alone will enable the
State Governments to come out of the chaos
created by 20 years of financial bungling
under the Congress Raj.

1 hope, the House will seriously consider
the suggestions and adopt this Resolution so
that the deteriorating Centre-State relations
can be set right though to a limited extent.

If the ruling party continues to remain
in the ivory tower and refuses to see the
realities of the present situation, it will only
invite the powerful rebuffl from the people
which will raze to the ground the ivory
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tower itself. What happened in Bengal after
the mid-term elections may happen in the
entire country tomorrow.
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SHRI NAMBIAR : This is a warning to
the Central Government. But nobody is
there to hear it except one or two deputy
ministers.

MR. DEPUTY-SPEAKER : Resolution
moved :

“In view of the serious financial crisis
facing all the States and the fact that
enormous debt charges of the States eat
into their capacity to launch development
schemes, this House calls upon the
Government to immediately work out a
scheme of amortisation of debts in con-
sultation with the States and to imple-
ment it."”

There are some amendments to the Re-
solution, Shri Lakkappa and Shri Sree-
dharan are absent. So, their amendments
are not moved. The other amendments
are moved.

SHRI K. C. CHAKRAPANI (Pannavi) :
I beg to move :
“That in the resolution,—
afier vof the States' inserr
“‘consequent to the policies pursued by
the Union Government' )

SHRI E. K. NAYANAR (Palghat) : 1
beg to move :
“That in the resolution,—
ajier “Government to” fmerf —
‘appoint a body including State
Government representatives to.”

SHRI LOBO PRABHU (Udipi) : 1 beg
to move :

“That in the resolution,—
addd at the end —

“provided there is no premium on
improvidence at the expense of other
States and provided there is assurance
that future loans will be applied only for
purposes capable of prescribed  re-
turns."” ()]

MR. DEPUTY-SPEAKER : The Resolu-
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tion and the amendments are now before the
House,

Now, we have gotin all 1 hour and 22
minutes out of which 15 minutes have already
been taken. The second Resolution is equally
important. We should spare some time for
it. How much time will the Minister take ?

THE MINISTER OF STATE IN THE
MINISTRY OF FINANCE (SHRI P.C.
SETHI) : About 20 minutes.

MR DEPUTY-SPEAKER :
call him at quarter to 6 O' Clock.
got only 45 minutes left,

So, I will
We have

SHRI SEZHIYAN (Kumbakonam) : You
may extend the time.

SHRI P. K. DEO (Kalahandi): You
may give the last minute to the other Reso-
lution to be carried over to the mext day.

MR. DEPUTY-SPEAKER : Within my
discretion, Ican extend the time by half an
hour. That is all.

SHRI S. KANDAPPAN (Mettur) : The
House may not be crowded. But the sub-
ject is really very important. It has impli-
cations on the State Plans for the future.
We should know the views of the Govern-
ment. We should have enough time to
discuss it.

MR. DEPUTY-SPEAKER : I entirely
agree. [ will try to accommodate as many
Members as possible. Half an hour's axten-
sion means [ will call him after 6 O Clock.
Shri Rane.

SHRI RANE (Buldana) : Mr. Deputy-
Speaker, Sir, I appreciate the concern of the
mover of the Resolution for the State of
Kerala and West Bengal. In his argument,
he has tried to make a distinction and he has
pleaded for the States which are unable to
pay their debts, etc. I do not want to go
into the arguments. What I want to submit
to the House is this. What is the position ¥
In my opinion, the Resolution is premature
because the Finance Commission is going
into all these questions.  But at the samg
time, I want to submlt...
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" SHRI NAMBIAR (Tirucherappalli) : It
will give guidance to the Finance Commis-
sion.

16.54 brs.
[Shri Vasudevan Nair in the Chair)

SHRI RANE : Its adoption does not
mean guidance. It will then become bind-
ing. Anyhow, this is my view.

Secondly, the Resolution, in my opinion
ignors the liabilities and the responsibilities
of the Central Government. If we take
into consideration the liabilities of the
Central Government, to my knowledge, the
public debts of the Cantral Government
amount to Rs. 16000 crores out of which
about 50 per cent are foreign debts. Every
year, they are required to pay about Rs. 500
croses by way of interest and, perhaps,
by way of principal.

Then, the question of the debts of the
States is a very stupendous problem. I have
got some statistics. I gather than [in the
year 1947, tha debts of the provincial Govern-
ments were only 44 crores and, in 1951, the
amount of debts went upto Rs. 195 crores.

SHRI SEZHIYAN : It is Rs. 445 crores.

SHRI RANE : If it is so, I stand to
cocrection, During the First, Second and
Third Plans, I am told, all the liabilities or
the debts due to the Centre from the States
are to the tune of Rs. 5200 crores.
The Mover suggests that a scheme for
amortisation of debts of the States due to
the Centre should be worked out and adop-
ted. This is asking the Central Government
to commit a suicidal act. I, therefore, sub-
mit that Resolution cannot be adopted at
this stage.

SHRI P. K. DEO (Kalahandi) : I do not
hold any brief for the affluent States because
I come from a backward State, and the
backwardness of the area is an accident of
history. While the entire Eastern India
collapsed like a house of cards under the
‘British, Orissa was the last bastion which
kept the Indian flag of independence flying.
The backwardness of this area is due to
historical facts and we are paying the price
for it.

Orissa, -as .has been formed now, has
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been formed by taking a few areas from
Bengal, some portions from Bihar, some
portions from Madras and some portions
from Madhya Pradesh, and 24 tiny States
were integrated together, and in 1947 we got
What Orissa is today. True to its tradition,
Orissa had been defying the British all the
time and has been defying the Central
Government also. In 1967 elections, the
Congress was completely routed, and we
gave the pattern of a coalition government
which is becoming the pattern today and
which has shown the way for further coali-
tions in other areas.

In a country with wide diversities in the
level of development of its constituent States,
the main objective of the planning should be
removal of regional imbalance. But the
Five-Year Plans have further accentuated
the regional disparities.  The larger States
have been able to undertake bold program-
mes of development while the weaker States
have lagged behind as the financial resources
at their command were very much limited
even to meet their day-to-day requirements.

17.00 hrs.

Most unfortunately, the States, as they
stand today under the Constitution, cannot
take recourse to the printing press to increase
their purchasing power or to ‘deficit financing’
as has been termed in the Central Budget.
The functions and resources of the States
cavnot be matched together. The functions
are many, the expectations are many, but the
resources are limited. That is why there is
the quinquinnial Finance Commission which
goes into the various aspsets regarding
disbursment of Central taxes to the States.
But, in this regard, 1 am wvery sorry to
remark that the entire distribution of the
Central taxes to the States has always been
done on a partisan basis. That has been my
experience with the last three Finance Com-
missions. I would tell you what Orissa has
been facing today in this regard. 1 would
like, in this connection, to quote a paragraph
from a Memorandum which we submitted to
the Finance Minister the other day :

*“The resources which the States
Government can mobilise for financing
the Fourth Five-Year Plan are very much
limited because heavy repayment liabili-
ties have to be discharged during this
period towards loans obtained from the
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Centre, It is estimated that the State
Government will be required to repay
Rs. 138.82 crores to the Government of
India during the period 1969-74 towards
loans obtained by them till 1968-69. All
efforts for mobilisation of additional
rescurces will be counter-balanced by the
unusually heavy repayment liabilities, an
unforiunate legacy of the previous
Goverrment due to their extravagance
and wasteful expenditure.”

The less we speak about extravagance
and wasteful expenditure of the previous
Governments—Biju Government and other
Governments—the better it is. We oursel-
ves know that even outside the plan, an
armount of Rs. 15 and odd crores were spent
on Paradip port even though no clearance
was given. After the Cential Government
have taken over the Paradip port, this sum
of Rs. 15 and odd crores is not being reim-
bursed to the poor exchequer of Orissa.
Similarly, another wasteful expenditure of
Rs. 19 crores was incurred on the Express
Highway to conncct iron-ore  mines to
Paradip port and this amount also was not
coming. Not a pie is going to be paid as
devidend because after the construction of
the railway line from Gandhok to Paradip
port, the Express Highway will be completely
uscless.  Similarly we find that the Centre
has a step-motherly treatment towards non-
Congress States.  Take the case of iron-ore
royalty., When the prices of iron-ore due
to devaluation increased in the world market,
the State Government wanted to raise their on-
ore royalty by Re.l/- per tonne. That would
have brought nearly Rs. 2 crores to the
Orissa Government. But the Centre said :
“You cannot increase the royalty.” On the
other band, they increased the export duty.
They increased the export duty on iron-ore
and so the exira income out of the increased
price in the world market came to the
Central coffer.  The State was denied this
duty.

Take the case of Hirakud dam. This
year we arc asked to pay about Rs. 5 lakhs
as interest on the loan already incurred on
the Hirakud dam. Hirakud dam, as Pandit
Jawaharlal Nehru pointed out, is one of the
modern lemples and this is an asset of which
the entire nation should be proud. Six
acres of land have been irrigated and it hag
contributed to a large extent to the country®s
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production of rice, wheat and other food-
grains and has made up our foodgrains
deficit to a certain extent. Similarly, 270
mw of electricity has been generated. It is
only for this that we could establish the steel
plant at Rourkela and all the industrial
programme that has been going on.

Similarly for the Mahanadi Dam we are
asked to pay about Rs. 3 lakhs as interest on
the amount spent on this project. So far
as this Mahanadi irrigation scheme is con-
cerned, Dr. K. L. Rao, in every seminar,
speaks about the utility of this project and
how itis contributed to a large extent to
wipe of the deficit on this country.

17.04 brs.
[Shri R, . Bhandari in the Chair]

Now take the case of dearness allowance.
My previous speaker has pointed out that
the States are being penalised for the present
conditions for creation of which they absolutely
had no hand. It is the inflationary policy
of the Government and the wrong priorities
fixed by the Government, that are responsible
for the rising prices and that is why there has
been a constant demand for the Pay Com-
mission. Orissa Government has been
paying dearness allowance to the tune of
Rs. 13 crores. Now after the award of the
present Pay Commission, we expect that the
annual payment will rise from Rs. 13 crores
to Rs. 18 crores. That means that in the
five-year period over Rs. 90 crores will be
paid to the State employees for the rise in
prices. 1Is it not the Centre which is res-
ponsible for this ? I find that it is a grand
design of the Finance Minister and the Finance
Ministry at the Centre to financially strangu-
late the State and to make them absolutely
impossible to carry on the day-to-day
administration so that they can step in under
Art. 360 for financial emergency. They tried
their best and the Home Minister tried his
best to interfere in the State matters, to take
over the administration of the State. But
the voters gave a fitting reply.

This is a big conspiracy going on at the
Ceantre to strangulate the States, invoke art.
360 and take over the administration of the
States.

I fully support the most timely Resolu-
tion brought forward by hon. friend. Though
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we do not see eye to eye on several subjects,
this is an item on which T fully endorse his
view.

ot diwe = ago (faekeng) -
qwiafa agew, & @ SwE &1 faqQw
s ¥ fag @er gar §—w@fen A fF
¥R wradrg fadl 3 o) @ w1 & SEQ
g% M wwenfa ¢ aEF gE W@ wEw-
qf fang Y E T wowas & gw
gt qg ¥ A9 T ®IF T aF A
T8 g e 97 o qrew wr§ g
¥ wifge, faed e gar 3w i wifas
feafy @t aga @ oFT G{Y | IR
A9 guT 9 IaT & fax ardy afedi
& g Mz ardr wfeargai & fag &=
#1 § foredrere sz <@ L (swwwn)...
&g § fewme W 3w W Ao
T § Wi ggt & 9 weO-weT 9
&, sl faia feafa &1 avgremt @ @
fex g & ara #1 @ 9% fr g
g WY sfaw SR fasig feafy #=i
aF AP & | g0 FaT NI HIH T &
€SO ¥, ¥ 91 A @ @ owE W
W 1T & ¢ fF ¥ & ard wfeargay
& faqg e § A o & @wwar ¢
ury Fry wfysy & g sfearegt 1 qvaAr
FET qRT |

wa § wrak @AY agam  qfcfeg-
faal qar fa@est St Aqr el
TIEIY ATAF G 7 99 Wl ¢, IaW
frmg ¥ <@y g, g @19 <@ "gan
£ | w9d gfawT § g OF A9gy a1
FIHTT 7 97 &7 § WX TF a@ #Y
g i@ g frmag gt
WY HET-HAT N §, ¥ g T § "9
fawra FT ahax § | STRAT ST oA,
areTfors o< wifes fawre 21, @w faa
ZHA UF AT WG GO W
W 9 wo §fwE § 1 Wy o g
g ¥ goEfes amaTec aww b oAt
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g @ faugy ox weiear & faeme s
gm, W gfe & gawa @ fs
fafw= woai & fafwer fasamro
FTRTT TG §, WAF USGT H A% g
#t g gwar § WX gE swaa #§
¥7 AT I W \T § @9
g wifaw feaf st e @ s
WIS ZAIR AW 4T 16 g ®AT  #T wf
g1 qz vl ¥ A wey fag a ) faan
& oz o fdwi & fear gwr wwt @,
TgY, 0 WX AEA GuRdiT DoETH
& fag gad o wa  wegT fran §, faal
¥ av 7gi ¥ amfel ¥ wevra avommal
¥ wiegw ¥ oY w7 gAA ST fean g, W
o7 F1 gH AT W WAt qW W
waAR oE I wm A aod
frde s argar g e foregia 6 ot
faar g—egwt e} & onw dfew &
wwra At qar war fear g ar fadet &
git aY vt famr g—wr w1 fremr A
ar@ 9T fATsTaT § Wi o wwi dar
tag A W dmar & fF wot @
aren vt WEw §  feadt aercar W)
gaAerd fememmar €1 ywiag & wing
Femfs grgmam@ ® I anfiwr
¥ ¥ & ofz gar qoft fawr o &
feg, arqmifaw fagre & fag, e,
gwarEl, WEEI, qEETE & qTeAl &
fag, fawrf wt gfaaal & fag, ofses
g, gemm  weeEl & fag wof
foar & oY sewr gAY @@ g
farg 1 #E-7X w@w § wow G
farad gw \wedT AT TIgaT | W
gg @@ ¥ra § fr woaY 9T sat @, ot
¥yt wfes & arge awt fear g &
WO ST e KT Y | RE At
%g w%ar § e ow Fagreml, Ton-agra-
HIWY WT §Wq 97, 07 9 sfraa b fw
&= fawre Qlormat aT wwf 7l &< ok
99 g9g ay% agl o, fawrd & e X
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[ " e dga]
T8 A O faorsht A aga & Fw oA
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frat o <gr & 1 e & @ g e oew

ad ®1w @ fe uwed g ot &1 s § wv Frga wedr Freenm

NATFHRE  AFT  WgAT FIH {7
AT § | U §) fawiy fenfy feet
Wt W TST F gEEd ¥ qraz qa@
frgft gf R /Y fF 9 o mgraveTe}
F ot fgrad &Y o @Y R Qe
T & A4t Faw e w1 AGTEr A
wrEdTE # §9 fzar ar | afew v
arel ¥ 1€ dur A fomm o @Y wed
¥ qaeE ag R fF w9 uwcwT § §
T AT W@ §, 9%% & § a1 wey fama
& ot oY F17 g SF FR wwAr @w
foar mar Wik 7 war ¥ wEw
& faar 1 afF ag o & s oream Y
faehta feafy dr =i v Y &ifag we-
AR fed @A Fagu AR
fox 3 ot e T SEET X gmdA
F | ARG A Y WIACFGE A @M
¢t vt fawrg Dol & f¥, s
aHar A G gU WY SAAT FY wrawsi
&7 97 F3 g frera A g £ QU
@ & fa¥ oY qar @y fFarg  sawr
sqrer Y g TE T O | T 8T qEl B
W grEd WA S gfewg #
zarar gy | g¥ drsar wifgy f fasm
R Aoy g g, Fara & gfawg
ad, AT Era @ ag N A 2E
bz o it daram &Y Oy agn
aet & Arar & 5 57 W Qo &
fordr oY g% ToaT oeT B, argI ¥ A1
T AN ETTET W ogETAT MG |
W afg gEMT g A e gEE N
foreard 7 ¥aw dE AR afew  TER
fad gw ey e sy ¥ wrtR &)
W &Y @t wRw e,
i whoaw, s ger  stwd
ot gwa-awg qv ifer @y g,
o # w fawr w i@

g3

i

A fz ot & ag ang e o waw ¥
ity gfezwty & gw A A1F WX ¥
%1 wrfas feafa Y sar7 ¥ w@ ¢ fasx
0

ugearT F I A § ag Fza1r TgAT
f& suwt fachia feafa s adi & W<
g gfee ¥ ag aga foger gor 8, -
aifa® gfee & sft 20,22 af gu &, ™
o 7w fAdeT & o O &Y & farir qver
IaT<ar & fa=ne #30 A wegr Ar o &
gawar ¢ fF aaegm 98 frge @ &
fad, s8Y I, waw, 99 fage  wra
17 WfTT FT g9 §, AT AT IAAW@T
& NFT AR g faerg feafs  gared
¥ gfas agraar @ Fanmar g 5
quEA gL AT ¥ gEEs ¥ qedr
g=fa w3 agan

SHRIS. 5. KOTHARI (Mandsaur) :
Mr. Chariman, Sir, the entire gamut of
Centre-State financial relations need to be
reviewed and a radical alteration in the basic
pattern of grants-in-aid and loans effected.
This has become necessary particularly
because the outstanding loans duc from the
States to the Centre would go up to a
fantastic sum of Rs. 5737 crores as on 3lst
March, 1970. That means every year the
States have to reimburse or repay to the
Centre a tremendous amount of money. Accor-
ding to the statistics given in the Budget, we
find that as against a sum of Rs. 1845 crores
which the Centre is giving to the States, it
is taking away Rs. 538 crores by way of
repayment. Sir, I submit that this is a finan-
cial jugglery. You give by the right hand
and take away by the left hand a part of it.
It amounts to what we say, recovery by
adjustment. It is almost becoming a kind
of a financial farce that you give allotment
and make grants and then you recover a good
part of it, almost one-third of it, in this way.
Out of a sum of Rs. 1538 crores, Rs. 249
crores, that is about Rs. 250 crores, are in
respect of interest. Now, to charge the
States interest, which they have to pay out
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of the grants-in- and the amount payable.
to them by the Centre, is definitely a
kind of adjustment which in my opinion,
should be done away with.

SHRI UMANATH (Pudukkottai) : The
Central Government is usurer.

SHR1 S. KANDAPPAN Usurious
money-lender.
SHRI S. S. KOTHARI : May I

submit that the Central Government approa-
ches wvarious international agencies, the
U.S. A, the U. S.S. R. Japan and other
countries for re-scheduling the debt payments
and for putting moratorium on interest pay-
ments. Conferences are held. The Deputy
Prime Minister and Minister of Finance goes
abroad for this purpose and high officials
accompany him just for the purpose of re-
scheduling these debt payments. On the
same principle, for the payments which are
due from the States, the Centre should have
given a moratorium for 10 years, because this
is a developmental decade and the States have
also to develop. They have also to imple-
ment various developmental schemes. It
is with great regret that 1 bring to your
notice that in 1967-68, the Government of
Madhya Pradesh could not provide any
money for the implementation of its annual
plan. A little later I would go into this in
greater detail.

May I submit that there should be a
moratorium in regard to the repayment of
principal for 10 years and with regard to
interest, in my opinion, it should be comple-
tely done away with. Let not the Central
Government charge interest to the States for
the next decade to come. That is of great im-
portance.

In the situation arising, you find that
there are considerable amounts overdrafts
due from the States to the Centre. This is
basically due to the defective policies of the
Centre, defective economic policies, which
have resulted in inflationary conditions in
country, as a consequence of which the emolu-
ments, the dearness allowance etc. of the
employees of the State Governments had to
be increased in order to compensate for the
price index going up.

Unfortunately, our Constitution-makers
had given all the powers to the Centre in the
#0sc that all the remunerative gources of
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income are with the Centre. The States have
been given certain sources from which, in my
opinion, they do not get sufficient revenue.
The Sales Tax, the Entertainment Tax, etc.
do not yield adequate sources revenue. They
hardly have any fresh sources of revenue. That
is why the States’ finances have been adversely
affected. One of the hon. Members from
the Treasury Benches pointed out that if
this resolution was accepted, it would be
suicidal. I am afraid that the gentleman
is absolutely ignorant about Finance. He
has not even cared to read the Budget
Documents. On page 49 of this Document,
the Government has been good enough to
explain everything clearly. You will find
that about Rs. 50.1g crores have been provi-
ded for this purpose in  1968-69.

In this year's Union Budget no provi-
sion has been made for amortisation, There
is some inconsistency. On the one hand,
one of the terms of reference of the Fifth
Finance Cemmission is that they must work
out a scheme for amortisation. On the
other hand, the Union Budget has deliber-
ately avoided making any provision for the
amortisation of the States’ debts. Out of the
50 crores, there is also uneven distribution,
I think only 6 States have been benefited.
Fortunately, Madhya Pradesh has received
some benefit. 1 would like to say that the
States should be dealt with equitably and on
a fair basis. Some of the States like Kerala,
Andhra, Madhya Pradesh, Mysore, Rajasthan
and Madras have been bencfited out of this
amount of Rs. 50 crores. But other States
have not received any amount at all for this
amortisation of debts. Therefore, the reso-
lution is absolutely relevant, that the
Central Government, in consultation with, or
according to the recommendations of, the
fifth Finance Commisson should work out
an equitable scheme which would lead to
allocation of funds to the various States in
order that they may be able to amortise their
debts and put their finances on a sound footing.
In order to effect that, in my opinion, the
Finance Minister should make a provision of
at least Rs. 50 crores in this budget also.
In the previous budget =aiso, it was Rs. 50
crores, and if Rs. 50 crores could be provi-
ded in the 1968-69 budget, I think it can be
provided for 1969-70 also.

I am now coming to my last point. That
is with regard to Madhya Pradesh. Certain
States are inherently backward. 1 think i
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is probably an accident of history or it may
be that proper attention has not been paid to
this aspect by the State Governments; maybe
they are responsible. We had the Congress
Government in the States for about 19 years
and they have not looked after the proper
development of Madhya Pradesh.

What arc the needs of Madhya. Pradesh ?
Our new Minister of State for Finance, who
is a competent Minister, is fully aware of
the requirements of Madhya Pradesh which
is financially backward and it is backward in
other aspects also. It does not have a
proper infra-structure ; roads or irrigation
schemes are inadequate. They require a lot
of money for development. Then, industri-
ally also, it is backward. And for these
purposes, such States like Assam, Rajas-
than—

AN HON, MEMBER: West Bengal.
SHRI S. S. KOTHARI : West Bengal
also. 1 have great sympathy for West
Bengal and my friends in West Bengal.
West Bengal has its own special problems.
So, the backward States and those States
which have special problems like West
Bengal should be equitably and fairly dealt
with, and Proper provision should be made.

Madhya Pradesh has one more problem,
which I would like to dwell upon. My hon.
friend here has asked me to refer to it
particularly, and for that purpose I will
take only half a minute. One-third of the
area of Madhya Pradesh is tribal area which
is not only backward but the tribal people do
not have enough to eat or to clothe them-
selves or enough accommodation. Many
of them live in huts. The state of the tribal
areas is terrible. One must go and see the
tribal people. I am sure the hon. Minister
has sometimes been to those areas also.
Therefore, money is required for their
development.

Besides, there is the Narmada project.
My friends from Gujarat and everybody has
an eye on Narmada. She is a beautiful lady
and I am sure so many glances are cast on
her ; particularly my hon. friend Shri
Lobo Prabha is very fond of her.

SHRI NAMBIAR: Heis too old.

SHRI S. S. KOTHARI : That is why
Narmada is rejecting him and Gujarat too.
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The final point that I would like to make
is a very important one. That is, the legiti-
mate financial demands of the Delhi Admi-
nistration are not being met. Politically
motivated financial constraints would serve to
decelerate the pace of Delhi's growth. The
Central Government, by virtue of its brute
majority in Lok Sabha or in Parliament, may
be able to get away with it, but I would
sound a note of warning that ultimately it
is the people of Delhi who are the masters.
The Congress will have to go to the people,
who will give the judgment. Let not the
Central Government starve the Delhi Admi-
nistration of their legitimate demands for
funds. If they do so, they will have to regret
it at a later stage. Their demands must,
therefore, be met. Thank you.
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CHAIRMAN : You please
Shri Narayana Rao.

MR.
resume your seat.

SHRI K. NARAYANA RAO (Bobbili) :
Mr. Chairman, about the Centre-State rela.
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tions in the wider context, I am not going
into more details. But, so far as fiscal
relations arc concerned, I, for onc, belicve
that as far as the fiscal position of the
States is concerned, it is comparatively very
very weak. And that has been rendered
weaker still by cerlain  consislcnt policies
followed by the Government of India. In
that context 1 would like (o urge that there
should be an absolutely strong Centre but  at
the same time my only grievance is that they
have been overstepping into the fields  that
have been allotted to  the States. 1 shall
quote & few instances but 1 am nol enlering
info any arguments.  Take lor instance the
probletn  of  education—the  problem of
primary education. ‘This is the Stale subject
but here we have a full-fledged Ministry with
one Cabinet Minister and (wo or thiee other
ministers with the University Grants Commi-
ssion and all the other paraphernalia. I
you come to agriculture, il is in Lotry 4 of
the State List. .

need not

MR. CHAIRMAN You

mention the item.

SHRI K. NARAYANA RAO : No, Sir.
It is a very important item. ‘That includes
cducation on  agriculture, rescarch  and  so
on.

I only emphasisc that under the cduca-
tional rescarch, only a small budget provi-
sion has been made for the Ministry of
Education. You have a provision for an
Agricultural Rescarch Institute in New Delhi.
This is only a small samplc survey that 1
have made in this regard. 1 do not mean
to say that the Central Government alone
arc doing this. The people in the South
look forward to North. But Delhi is far
away from the South, Thercfore the respon-
sibility for the fiinancial resources lies
with the Centre. 5o for as financial resour-
ces arc concerned, we have to  depend upon
ourselves. Take for instance, land  revenue.
In Andhra Pradesh, they tried to do a littlc
bit. But on the agricultural front, the
difficulty comes in because many people arc,
thrown out ol employment.  This is what is
happening. There is growing unemploy-
ment ; therc is progressive retrenchment on
the cngincering side. Thousands of cngincers
are thrown out of cmployment : and thou-
sands of tcachers too are thrown oul of
employment. In this context, 1 would like to
say that what is most imporiant is tw implc-
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ment the scheme. Take for instance assis-
tance of foreign loans. Government owes
about Rs. 6,000 and odd crores by way of
forcign loans. When it allots the States to
the tunc of about Rs. 5,195 crores, there is
a dilference here. The Central Government
gels loans from the forcign countries at the
normal ralcs ol interest whercas the Central
Guvernment gives loans 1o the States at a
higher rate as if they arc some forcign coun-
try. They try to get mure from the States.

AN HION. MEMBER : The Central
Guvernment is a big bania,

SHRI K. NARAYANA RAO: One
muie thing is this. That is regarding liquor
production.  In many Statcs, a substuntial
source of income is from’ liguor. Exclse
duty from this is a substantial source of
revenue.  If prohibition is  introduced, in
course of time, we will be losing this reveaue,

So for as Andhra Pradesh is concerned,
therc is onc other difficulty. As 1 have sub-
mitted just now onc difliculty is about the
collection of land revenuc and the other
difficulty is this. ‘We have been facing
consistently with droughts. In this particular
context, even to-day. drought means not only
cxpenditure on drought relief, but reduction
in revenue income, reductio  in  the entire
commercial activity in  sales-tax eie, There
is an added obligation on the part of the
State, provoked by drought reliel measures.
Andhra Pradesh Government had incurred an
cxpenditure of Rs. 1.70 crores uptill now on
cyclone relief and Rs. 11.32 lakhs on drought
relicf in 11 districts. Andhra Pradesh owes
Rs. 491.44 crores to the Centre. Out of this,
Andhra Pradesh is expected to contribute
Rs. 300 crores to the centre during the fourth
plan under the repayment schedule. So,
virtually the total assistance which Andhra
Pradesh expects from Centre during the
fourth plan is cancclled by this. Now, I
have a suggestion. The debits which the
States owe to the Centre correspond to the
debts which the Centre owes to foreign coun-
tries. There are instances where the Central
Government has to rcpay the loan to forcign
countrics in 30 or 40 ycars. Thercfore, at
Icast for somctime to come, the States should
be allowed some more tlime (o repay  the
debts and the debts repayment should be
re-scheduled uccordingly. ‘These uvoidable
irritants in Statc-Centre rclations sbould be
reduced.



P Amortisetion of

DR. RANEN SEN (Barasat) : Sir,
Mr. Morarji Desai went on harping on how
and why the Centre should be strengthened
for the dcfence, prosperity and welfare of
India. For sometime past, this has been
the attitude of the Government of India, con-
centrating all the political and financial
powers in their hands, rendering provincial
gutonomy into a big hoax. Thanks to the
Grand Moghuls ruliog in Delhi luxuri-
ously and with a top-heavy admioistration,
excepting two or threce States, all States are
backward. Even Congress members, except
one, have said that thc present arrangement
or mechanism of the Finaoce Commission is
totally inadequate to meet the present situa-
tion. Mot only the UF Government and
DMK Government of Madras but all the
Congress Governments are saying that the
States are suffering.  Qur friend from Rajas-
than tried to oppose the resolution, but
ultimately he said that Rajasthan should get
something. This is the pusition after 21 years
of Congress rule.

After 1967, the whole position has to  be
re-assessed by the Central Government, if the
Central Government really wants tu develop
2!l the States and do away with uneven deve-
lopment. WNobody can deny there is an
uneven development taking place in the
country.

There has been an attitude on the part
of Government of India to some how or
other wield financial and political vower in
such a way as to bring the States to their
knees. A sort of black-mailing attitude has
developed in them. After the UF Govern-
ment was established in West Bengal in 1967
it was quite apparent to any layman cven
that the Central Government tried to squeeze
the UF Government by denying them food
and money. Today the position of States
is that either they have to over-tax their own
people, who are already over-burdened with
taxation and taxation has already reached a
saturation point, starve them or beg moncy
from the Centre. The Centre is taking
advantage of this position aud is trying to
squecze the States.

1 take this opportunity to raise the ques-
tion of the demands of the UF Government
in West Bengal recently installed by giving a
thundering defeat to the Congress Party
there. The Congress Party in West Bengal
Dhas almost been wiped out, The Statc of
West Bengal, more than once, in this House,
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sinice 1952 is beiog called a problem State.
You will be astoniched to find that the
Government of Indie was taking a very
discriminatory attitude there since 1952, even
when the Congress Ministry was there. For
the development of Calcutta which is a
metropolitan city and known as the Gateway
of Lastern India, for every small item, the
Government of West Bengal had to beg of
the Central Government. This state of
affairs should go. Instead of that, the other
day it was stated in this House that for the
development of Calcutta loans will be pro-
vided to the State of West Bengal.

‘Therefore, this resolution which says that
4 mechanism has to be developed for the
amortisation of loans and which by implica-
tion says that morc and more autonomy
should be there for the States so that the
States can develop on their own, particularly
the backward regions, should be adopted by
the House.  Otherwise, Sir, the States can-
not remain for long begging money from the
Centre,

Debts of States (Res.)

The huge amount of moopey that is now
taken as debt has to be written off totally.
Sevondly, the total mechanism of making
payments to States has to be revised and
reassessed so that the States can be helped
financially more to develop their own people
and to do away with the uneven development
that exists today between different States.

Lastlv, I want to remind this Govern-
ment that today in West Bengal the situation
15 such that the Central Government should
take the initiative in helping the State
Government that has newly come in West
Bengal, otherwise the Centre-State relations
will deteriorate more and more. Therefore,
in the interest of Indian unity the Centre
should help the State Government without
any delay.

st MwmAIg ArezT (wAaT) : gaefa
ag1zy, ag searqd it g qf =@rfge
o7 | QAT 58F AN A QrIAwAT & qg-
& &1 ardt o @ wreAw £32 #Y o
azx Y wfge O st 3@ wwmw O
qrga #w1 Wfgd a1 f& frem
fey a1 Twar afead foawr & € ¢
Wi gawr agt 9T 3w dw g gur §
QA T A uegafa & W@ @
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SHRI SEZHIYAN (Kumbakonam) : Mr.
Chairman, Sir, 1 should congratuiate the hon,

Mover of this Resolution, Shri Esthose, for
bringing it forward because it is not only
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timely but it tohches upon some of the
fundamental and urgent issues that are facing
the federal structure in India. One of the
speakers from the Congress Benches said
that if we accept this Resolution, it would
be suicidal. On the other hand, 1 say that
if we do not accept the Resolution and do
not consider it, it will be suicidal to the
future of democracy and to the Centre-State
relationship in India

The speaker previo us to me said that he
wanls a strong Centre. We also want a
strong Centre but not at the expense of weak
States. An inflated Centre cannot exist at
the cost of emaciated States. Only if the
States live can the Centre also live ; only if
the parts are strong can the Centre be strong.
We have to look at the question in a reali-
stic way and on a reappraisal of the entire
position as was advocated by Shri Rao from
the other side who knows something ahout
the Constitution.

There is & very wrong and unjust alloca-
tion of taxes and of the financial resources.
ANl the expanding sources of revenue have
been allocated 1o the Centre and all the
burdensome works and expenditures have
been given to the States. Year by year the
States are finding it very difficult to manage
their revenue receipts and expenditure.

Some friend was saying that the Siaies
were not making full use of the loans. 1
think, he does not know the Constitution
and the position about raising a loan. A
State cannot raise a loan without the consent
of the Centre as long as there is an outstand-
ing loan from the Centre or a guarantee of
the Centre is in operation. In practice no
State is free from indebledness to the Centre.
Thus, the entire borrowing operation is under
the complete control of the Centre. Fven
if a state wants to raise a market loan, it has
to get the permission of the Reserve Rank
and the Reserve Bank has to get the consent
of the Centre. Therefore,. whether it isa
loan raised in the market or a loan given by
the Centre, with the full appraisal of the
Centre only loans are-given. Therofore the
Centre has complete control over the Joan
raised by a State.

Year after year the position of, the
States Is pgoing down. because of
the paucity of resources and the narrow
limits of taxation measures which are avail-
able to them.  Jf we analyse the position of
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repayment of Central loans by States-
viva-vis the total revenue receipts, we find
that plan by plan it is taking a bigger chunk
out of the Statas’ revenue receipts. During
the First Plan period the States had to pay
only 3 per cent of the total revenue receipts
towards the repayment of Central loans. In
the Second Plan perind it rose 10 9 per cent
and in the Third Plan it went up to 14 per
cent. In the Fourth Plan it may go up to
20 per cent. That means, the revenue
receipts are not expanding as rapidly as
the repayments of loans and, therefore, the
States are pul o hardship.

There is one wrong assumption that is
being entertained by those who argue that
all the loans given 1o the States should be
paid back. Like Shylack, they want their
pound of fleeh and are snying that whatever
money has been given should be paid back,
But I can say that many things which were
given only for reliel work are now being
brought under the classification of loans and
are being asked 1o be paid back. We know,
the Gold Control Order was brought lorward
by the Finance Minister here.  Almost all
the States and all the Members, including
Congress Members, were opposed to that
but in an adamant way he brought it and
lakhs of goldsmiths were throwu on to the
streets,  They were deprived of their tradi-
tional jobs and reliel measures were started.
Loans were granted by the Centre to the
goldsmiths,  All those loans granted to the
goldsmiths were aflterwards treated as loans
given to the Sitates. In what way are the
States responsible for that siate of affairs ?
Were they responsible for throwing the
goldsmiths on the sireets? 1 can quote
many more examples. Sometimes some
countries give some giflts to States. For
example, | remember, Canada gave some gift
of electrical goods and installations to the
State of Madras.

What the other country gave as a gift,
the Central Government treated it as a loan
to the State of Madras.

SHRI S. KANDAPPAN : An outright
highway robbery,

SHRI SEZHIYAN : Supppsing it isa
unitary State and the Central Government
has spent an amount on relif measures, will
it take it as an asset or as an outstanding
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loan 7 Just because there are States, just
because the Centre has got all the financial
powers, they are treating the States in this
way.

There is another wrong assumption also
that the States alone derive all the benefits
from three developmental schemes. Suppos-
ing there is the scheme inaugurated in one
State and it gives some benefits, does not
the Centre become a partner in reaping the
benefits by way of the Central excise corpo-
rate  taxes and income-taxes ? All these
things emanate from that scheme.

When we look into this position, a comp-
lete reappraisal of the debt position, the
indebtedness of the Siates, should be taken
into consideration as 1o how far they have
contributed and how far they have been
thrust upon by the Centre (o do <0,  Sup-
posing it is a non-productive loan, il itisa
reliel measure, it should be written ofl
completely. Such loans should he completely
written ofl.  For other loans also, 1 would
suggest one way. As regards the loans given
for productive schemes, whether they are
Plan or non-Plan schemes, those loans should
be treated as non-payable with the condition
that they should give aanual rate of interest.
This is not a new suggestion given by me.
Lven the report of the siudv team of the
A. R, C. has made that suggestion, Suppos-
ing, it has been invested by the Centre itself,
will it be expecting instalmenis out of the
capital 7 They may only expect a return,
In the same way, il they give a lumpsum
amount to the Siate, that should be treated
as a non-payable loan. But they can fix
some rate of dividend to be given 10 them.
The colossal amount of indebtedness of the
States is not going to be wiped out from
the revenue accuunt, Year by year, the
indebtedness is going to swell to an enorm-
ovs extent. No State is thinking of repay-
ing their debts, whether it is a grant or a
loan, they want to grab money from the
Centre. Here is a relevant quotation from
the report of the study team of the A. R. C,
on Centre-State relationship. It says :

“This has bred in the States a degree
of indifference as a result of which, when
reviewing assistance from the Centre,
they heed little whether the assistance is
in the form of a loan or a grant. For
this very reason, mounting indebtedness
does not seem to have brought about
keen awarcness of the oeed for ejther
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thrift or the efficient utilisation of scarce
resources"’.

They do not mind whether it is a grant
or a loan, becaase they do not have any idea
of repaying it. Fven if they want, they
cannot pay back because the revenue receipts
are so low.

Lastly, I would like to say this much to
the Central Government that they should
have a realistic attitude. Just because the
Constitution has given so much power to
them, they should not try to utilise the
situation to the disadvantage of the States.
A complete reappraisal of the entire position
of financial allocations should be taken.
Otherwise, a starving Siate and an over-

stuffed Centre cannot  function together
smonthly and efficiently,
In conclusion, 1 say, if this state

of affairs continues, il the States are put
more and more under the tiresome burden of
the mounting indebtedness, if the Centre
continues 10 hold the money strings and
supdresses and oppresses the States financi-
ally, a stage may come when the people of
the States may say, “All right. Let us
collect all the taxes. Let us have all the
financial resources. We will contribute to
the maintenance of the Centre.” That stage
may come.

17 55 hrs.

RE : POLITICAL SITUATION IN
MADHYA PRADESH
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