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UNION DUTIES OF EXCISE (DISTRI-
BUTION) AMENDMENT BILL

THE MINISTER OF STATE IN THE
MINISTRY OF FINANCE (SHRI P.C.
SETHI) ; Sir, I beg to move:*

“That the Bill further to amend the
Union Duties of Excise (Distribution)
Act, 1962, be taken imto consideration.”
and

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

The House will recall shat the final
report of thc Fifth Finance Commission
along with an Explanatory Memorandum on
the action taken by Government thereon,
was laid on the Table of the House on the
26th August, 1969. The Finance Commission
was infer alia required to make recommend-
ations to the President as to the distribution
between the Union and the State: of the net
proceeds of taxes which are to be or may
be divided between them and the allocation
betweea the States of the respective shares
of such proceeds. Union Duties of Excise
which are levied and collected by the Go-
vernment of India under Article. 272 of the
Constitution fall in the category of taxes
which ‘“‘may be" distributed between the
Centre and the States in accordance with the
law made by Parliament after taking into
ac the rec dations of the Finance
Commission.

14.58 hrs.
[ SHRI K.N. TIWARY in the Chair ]

The first Bill seeks to give effect to the
recommendations of the Fifth Finince
Commission in regard to the distribution of
the net proceeds of Union Duties of Excise
between the Centre and the States on the
one hand and between the different States
on the other,

Successive Finance Commissions have
been increasing the size of devolution under
Upion Excise Duties by extending the
sharing scheme to more and more commo-
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ditics. The First Finance Commission made
the begioning by recommending the
distribution among the States of 40 per cent
of the duties on three items; at present 20
per cent of the duties on all the commodities
is distributed to the States. In addition the
Fifth Finance Commission has recommended
the sharing with the States, in the years
1972-73 and 1973-74 also of the special
excise duties, which are not being shared
now. The Commission has retgined the
existing principle of distribution of the
States share based 80 per cent on population
and 20 per cemt on relative social and
economic backwardness. However, out of
20 per cent allocation to backwardoess, two
thirds are to be distributed amongst the
States whose per cupita income is below the
all-Siates’ average in proportion to the
shortfall of the States’ per capita income
from all Staies’ average multiplied by the
population of the State. The remaining one-~
third is to be distributed amoogst all the
States accordipg 10 an integrated index of
backwardness.

Thz second Bill, viz., The Additional
Duties of Excise (Goods of Special
Importance) Amendment Bill seeks to give
effect to the recommendations of the Fifth
Finance Commission regarding distribution
between the States of the net proceeds of
Addilional Duties of Excise levied on sugar,
tobacco and textiles. Hon’ble Members are .
aware that these duties were levied with the
agreement of the State Governments in 1957
in replacement of States’ sales tax.on these
articles. The net proceeds of these dutics,
olher than those attributable to Union
Territories, accrue to the - Slates.

15 brs.

In addition to making recommenda-
tions on principles governing the distribution
of met proceeds of-these disies, the Fifth
Fisance Commission was also sequired to
examine the desirability or otherwise of
maintaining the existing arrasgements and

the scope for extending isuch arrange-
ments to other items or commodities,
According to the commission, the

rationale of the present scheme and the

_advantages which it was expected to bring

when it was introduced .hold good even
now. However, in view of the geperal

* Moved with the Recommendation of the President,
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opposition of the States, the Commission has
recommended that it would not be desirable
to_continue the scheme unless the Govern-
ment of India, after discussing the matter
with the State Governments can arrive at a
general agreement for the continuance of
the present scheme with suitabte modlhca-
tions Pending final decision, the
recommended that the dutnbutmn of the
balance after payment of guaranteed amount
should be made 50 per cent on the basis of
population and 50 per cent on the basis of
sales-tax collections excluding Central sales
tax,
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SHRI LOBO PRABHU (Udipi) :
not think that itis correct.

I do

‘There is no provision for two Bills being
moved together, however similar they may
be. You have to take them up separately.
We shall expedite them.
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SHRI LOBO PRABHU : There is going
to be much confusion, if we have the two
Bills together. Let him move one Bill after
the other.
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SHRIDATTATRAYA KUNTE (Kolaba):
Let us know what has been decided
Are the two Bills to be taken up sparately
or jointly ?

MR. CHAIRMAN : The House agreed
first to the two Bills being taken up to-
gether. If the House sticks to that, than he
can make the specch on both the Bills to
gether, Otherwise, if there is any objection,
then we shall take them up separately. It
is for the House to decide, and say whether
it agrees or not.

SHRI DATTATRAYA KUNTE : Even
if there is no objection, even if the House
consents, it cannot be done because it is
against the rules.

MR. CHAIRMAN: In that case, let him
move only one Bill now.

SHRI P. C. SETHI : Then, I have
already covered the points with regard (o
the Bill further to amend the Union Duties
of Excise (Distribution) Act. I move that
the Bill be taken into consideration.

MR. CHAIRMAN : Motion moved :

“That the Biil further to amend the
Upion Duties of Excise(Distribution)
Amendment Act, 1962, be taken into
consideration,™

SHRI SHIVA CHANDRA
(Madhubani) : I beg to move :

JHA

«That the Bill be circulated for the
purpose of eliciting . opinionthe:con by
the 30th April, 1970," 3
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MR. CHAIRMAN : The amendmeant is
now before the House,

zad Y 9 FT gHA 21

SHRI SRADHAKAR SUPAKAR (Sam-
balpur) : This Bill has come like the cart
before the horse, because the proper course
should have been to have the report of
the Fifth Finance Commission considered by
this House and then to have introduced
these two Bills which are based on that
report, The Finance Commission is properly
entrusted with the task of apportioning these
excise duties to the extent of 20 per cent
amongst the different  States. It would have
been belter if the respresentatives of the diffe-
rent States who are present in this House and
who represent the people had been asked to
express their opinion thereon, But when it
comes in the shape of a Bill, we feel certain
difficulties because the whole thing comes as
a package programme and one bhas either to
accept the whole of it or reject the whele of
it; and further, there is no time also to
consider the whole thing properly. For, we
are haviog only a period of two hours pow
to consider the claims of the different States
of India to their legitimate share in 20
per cent of the union excise duties, If you
look at the table at the end of clause 4 of the
Bill and compare it with section 3 of the
original act of 1962, you will find that it
dozi mot help in removing the regional
disparity between the more forward States
and the backward States., Let me make a
comparison between the percentage of distri-
bution which was prevalent before the Fifth
Finance Commission submitied their report
and before this Bill was introduced in the
House. You will find that in the case of
Andhra Pradesh, Assam, Gujarat, Mahara-
shtra, Mysore, Nagaland, Tamil Nadu and
West Bengal, the percentage has been redued.
But the percentage in respect of Bihar,Kerla,
Madhya Pradesh, Rajasthan, and U. P,
has been increased. UP has gained from
14.98 to 18.82, and Bihar has gained from
10,03 to 13.81. In this conneclion, I shall
make a reference to the observation of the
Fifth Fivance Commission, to which refere-
nce was also made by the Finance hon.
Minister. At page 36 of the report, thisis
what we find :

“Having regard to these considerations,
we are of opinion that the States” share
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of Union excise duties should be distri-
but_td among them on the following

(1) 80 per cent on the basis of popu-
lation of respective States:

(2) Out of the remaining 20 per cent..

(a) 2/3rd should be distributed among
States whose per capira income is
below the average per capita in-
come of all States in Proportion to
the shortfall of the State's per
capita income from all States* aver-
age, multiplied by the population
of the State. For this

Nagaland, for which the requisite
Pper caplta income statistics are not
available, should be equated with

Assam,

(h)  1/3rd should be distributed accor-
diog to,the integrated index of
backwardness on the basis of the
following six criteria, viz e

() Scheduled tribes population;

(iiy Number of factory workers per
lakh population;

(iii)  Net irrigated area per cultivator;

(iv) Length of railways and surfaced
roads per 100 square kilometres;

(v) Shortfall in number of school-
soing childern as compared to
those of school--going age;

(vi) Number of hospital-beds per 1000

population.”

In this connoection, itis profitable to
compare the recommendations of the Plan-
ning Commission on the question of equi-
table distribution amongst the different clai-
mants. The NDC has fixed quite a different
and more equitable criteria for distribution
amongst the different States. This is what
the Fourth Plan document says :

*“It was decided that after providing for
the requirements of the States of
Assam, Nagaland and Jammu agd
Kashmir, the Central assistance to the

;
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" remainiog States for the Fourth Plan be
distributed to the extent of 60 per cent
on the basis of their population, 10 per
cent on their per capita income if below
the national average, and 10 per cent
on the basis of tax effori in relation to
per capita income and that another 10
per cent be allotted in proportion 1o
the commitments in resps:t of major
continuing  irrigation and power
projects,”

I think so much emphasis should not
have been laid on population; sufficient
consideration has not been given to econo-
mic disparity between the advanced and
backward States. Ifso much emphasis is
sought 10 bz laid on population, the family
planning drive has no meaniog and therc
will be a competition amongst the diffzrent
States to increise their population as best
and as fast as possible.

Therefore, the criteria for allocation of
p"amerltalz bhave not been very satisfactory.
Those have operated to the detriment of
backward States like Orissa, Assam,
Andhra Pradesh and so on, Hence | hope
Government will think fit to revise this and
not accept the recommendations of the
Fifth Finance Commission in toto,

After the submission of th: Report of
the Fifth Finance Commission, objections
had bzen raised by different States on the
equitableness of the several rccommenda~
tions not mexrely in respect of these two
Bills, the Union Duties of Excise (Distri-
batioa) Am:ndment Bill and the Additio-
nal Duties of Excise (Goods Special Impor-
tance Amendment) Bill I think the last is
less pernicious than the present one.

1 feel that before bringing this Bill for-
ward before the House, an opportunity
should have been given for the considera-
tion of the Ffth Fioance Commission’s
Report. Alio only two hours have been
allotted to this Bill. I do not think we shall
be in a position to do full justice to the
Bl because though the body of the Bill
covers only a page and a balf, its recomm-
endations are far-reaching haviog a bearing
on the regional imbalance among different
Stdtes. Therefore, I think we are notina
position to accept the recommendations of
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the Fifth Finance Commission as embodied
im this Bill.

SHRI S. R. DAMANI (Sholapur) : At
present , excise duty forms a major part of
the revenus of Governmeant. It was intro-
duced in 19{0—5]. At that time, the
colleclion was only Rs. 67.5 crores.
Siace them many items have been inclu-
dzd and at present the collection by way of
excise duty, additional excise duty, etc.
comes to over Rs, 1500 crores, This in-
creased collection is due not only to the
enhancement of the rate but also 1o the
eliective collection and in the pro-
duction of items.

This is the only tax where the collection
charges are very low, According to my
eslimate, the collection charges on excise
duty are only about one per cent. The
evasion of tax in excise duty is also very
remote, | think that Government should
consider amalgamating sales tax with cxcise
duty as mentioned by them some time back
because sales tax is causing a lot of evasion
and leading to restriction of business and
trade and also restriction in production of
many items. Some years back, as the hon.
Minister has just mentioned, on two items
the sales tax was merged with the ecxcise
duty and today we see the result that the
trade and the production in those ilems
have increased. 1 know that the States have
objections to this merger, that they are not
agreeable, but it is for the Goveroment to
parsuade them, to satisfy them, so that they
will agree to the merger, so that there may
be expansion of business and increase in
production and many small people who are
uoemployed can start their own business.
can get self-employment in small towns and
big cities. For employment purposes I think
it is vory essential that sales tax should be
merged with excise duty.

This legislation was enacted long ago
and there are many clauses in it, It requires
some kind of modification according fto
present trends.

In the last few years a novel practice
has been introduced of having two rates,
the effective rate and the approved rate,
The effective rate is lower and the rate
mentioned in the Finance Bill is higher.
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Thiis leads to litigation, harassment and so
many other difficulties and no purpose is
beiog served, There are hundreds of thou-
sands of items under excise where excise
duty is payable. If there is any item which
is not classified, what will the official do ?
To safeguard his position and to be on
the safe side, he will not charge effective
rate and thea the litigation starts. In many
cases, I have seen that the rate charged was
100 per cent or more than 150 per cent of
effective rate and the party had to go to the
court and get a refund. This practice of
classified rate and effective rate should be
abolished and if one rate is introduced it
will be better and everybody will know
what rate they have to pay. The uncerlainty
will disappear 1 think the hon. Minister will
consider this. This is only excise duty, not
tax. This was introduced for some reason
but it has not served the purpose. He
should bring uniformity in the excise duty
rate,

1 shaill conclude with two more sugges-
tions.

SHRI P, C. SETHI : May I respectfully
submit that we are dealing with a limited
subject, division and not the ways and
means position or the collection of excise
duties 7 I think it could be part of the hon.
Member's budget speech.

SHRI S. R. DAMANI : After all itis
revenue and we collect excise duty and then
only distribute it. 1 am going to support the
Bill and before doing so I shall explain
some dfficulties which may be considered by
the hon. Minister,

Excises are on quanlity, not on value,
For instance, a particular type of cloth
which costs Rs.2 per meter is charged excise
duty at the rate of eightannas; then another
type of cloth costing 5 per meter is charged
the same rate. In another words a person
who consumes a low priced cloth has to pay
the same excise duty as a person who con-
sumes highly priced cloth. It is my conten-
tion that this is oot justifiable. I do not
mean to say that the Government should
lose revenue; All that 1 say is: please
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change the basis [rom quantity to ad valorem.
That will be moer equitable. | undeistand that
Government are thinking of introducing
legislation to remedy this situation but that
requires to bz done quickly so that the
consumers may be benefited.

Now, about the collection of about Rs.
1,500 crores by wav of excise revenue. After
all, some portion of it should be reserved 1o
be advanced to the manufacturers so that
they can produce more, modernise their
ways of production and thus increase pro-
duction and help the indusiry in general to
grow repidly and in order also that the con-
sumers can get the benefit and more people
can get employment. So, my submission is
that the Government should keep a certain
percentage of the revenuc reserved for giv-
ing loans (o thcse persons who are contri-
buting to the exchequer about Rs. 1,500
crores by way of excise duties, so that the
amount can be utilised for development pur-
pose, and the industry can develop and
greater production may be attained and
better quality goods can be manufactured
in the interests of the consumr ers also.

Wiih these words, 1 support the Bill,

**5HR1 TENNETI VISHWANATHAM
(Visakhapatnam) : Mr Chairman, Sir, the
Excise Duty collected by the Central Gove-
rnment is required to be distributed among
the States of the Union according to the
percentages rccommended by the Fifth
Finance Commission, My criticism is not
in respcet of the percentages etc. The
excise duty causes a lot of hardship to the
people especially to the lower income
groups. As Mr. Damani has stated the
excise duly which was of the orcer of Rs,
69 crotes in 1951 has gone up to Rs. 1500
crores now, A consequcnce of this increase
in 1evenue is that there is a tendency to
wasteful expenditure and also to increase
the staff in Government offices because they
are in a position lo spend moOre mooey on
this.

Due to the increase of dealings between
the manufacturers and the Government
officers, the scope for indulging in corrupt
praclices on the part of assessces and
officers has also increased. If the Govern-

**The original speech was delivered in Telugu.
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ment are really interested in having a clean
and honest administration, they will have
to overhaul completely the entire system of
tax collection Now, the procedure is that the
officers go to the manufacturing units and
calcu!ite the actual production and ths tax
to be levied thereon. Last year assurances
were given that the sysiem of collecting
taxes would be simplified. But instead,
the system has become more complicaied.
The small-scale producers working with a
capital of about a lakh or two have to main-
tain various kinds of accouniSas are requi-
red to be maintained by big industrialists
who work with a capiial of two crores or so.
The excise staff have wmade it a point to
visit and check the accouats of the small
scale industrialists every week or month,
If they are not treated by ths industrialists
in they way they would like to be treated,
the officers straightway disbelieve the
accounts, In our democracy the excise
and income tax officials szem to wield more
powers than a military dictaior. If the
accounts are not accepted by even the low-
est official io the Government department,
the small-scale industrialisis are doomed.
Whatever report this offizial makes will be
upheld by the senior officers of the depart-
ment and even by the Minister himself.
On the other hand, big industrial magneis
do not perhaps have any difficully on this
account bzrause they can settle their affairs
at a higher level.  So the situation boils
down to this that it is only the small indus-
trislists who are the a:tual sufferers and
victims of this tax colicclion system. Unless
the number of forms which theie psople
have to fill up is rejuced 1o the minimum,
undue hacdship for th: small-scale produ-
cars will coatinue upabated. There is al-
ready discontentment amoag (hese prople.
If th: Government do not take prompt
action to remove th: dzfects in the system,
these p:ople who generally support the
Government will be fed up to such an
extent that they might join the ranks of the
Opposition, There is a limit (o their
capacity to satisly ths whims and caprices ol
Government officials. They are secthing with
discontent. The excise officials opealy dicta-
te their terms to these producers and if their
terms are not prompily fulfilled they do not
accept lhe accounts maintained by the
producers. If the tax collection system is
not simplified by bringing dowa the plethora
of forms to the minimum, the working
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of these small-scale industries would b®
seriously hampered. I would suggest that the
excise duty should be reated to the installed
capacity of an industrial unit; if this is done,
it would be a great relief to the small-scale
industrialists. Mr. Damani had pleaded
the cause of the big industrialists and I am
now describing the plight of the small
industrialists. As the margin of profit is
limited in the case of small industries, the
burden of tax is naturally heavier in their
case than in the case of the big industries
which can afford to pay the duty without
difficulty from their disproportionately
large profits. The States may be happy that
they are gelting crores of rupees from the
Central Government on account of this
duty. Whether it is the Central Govern-
ment Jr the State Goveroment which collect
the excise duty, the fact remains that the
burden is heavier on the small producers
compared to the big producers Increasing
the duly at the time of the Budget in some
form or the other has become an annual
feature. Bzcause of the higher taxation the
cost of living goes up. With one hand
dearness allowance and other allowances for
the Government servants are raised and
w.th the other hand excisc duties are in-
creased to find ways and means to pay the
enbanced allowances, This process of
ncutralising of the cost of living but neutra-
lising the dearness allowance for the staff by
enhancing excise duty would some time lead
to “minus balances™  with th: Government.
In giviag relief to th: staff and the same time
enhanzing tax:s on the pzople to find funds
for giving the aforesaid reiief, the Finsnce
Minister would appzar to be taking away
with one hand what he has given with the
other. My submission is that the policy
of depending upon thase excise duties is
not correct,  The high incidence of the
indirect taxes can be appreciated from the
fact that as against a total tax revenue of
less than Rs. 4000 crores the excise duty
alone accounts for more than Rs 1500
crores. The economic condition of the
pzople has become so bad because of the
high taxation that a larze number of them
are conpelled by circumstances to live on
the left-overs of the rich. The excise policy
of the Government is oaly increasing the
burden on the common man and subjecting
him to great misery. 1 hope the Finance
Minister would keep this in view while
finalising the Budget proposals. Unless
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it is done, in a country where the major
po:tion of revenue is from excise duty, the
Governm:nt would face great difficulties in
future. 1 do not have any objection to this
Bill or to the percentages that have been
recommended by the Finance Commission,

SHRI CHINTAMAN] PANIGRAHI
(Bhubaneshwar) : Sir, while spsaking on this
Bill. I would like to seek certain clarifica-
tions from the minister with regard to the
basis on which the percentages have been
worked out by the Finance Commission,
The main basis for their consideration is
that they will look to the growth of the
differnt States in the past five years and also
to the increase in the earnings of the Gove-
roment through cxcise duties in the years
to come and then to see that the carnings
of the Government of India through these
collections are distributed in such a manner
that from year to year, the regional dispari-
ties which the Government is commit-
ted to remove are actually removed, I
have gone throigh the recommendations
of the Finance Commission in detail.
They bave examined the various interests
including the State Governments but you
will find that the basis remains the same,
namely, averages. I do not know how they
can ractify the position by means of
averages. This reminds me of a story of
two school teachers. who were both mathe-
maticians, who wanled to cross a river from
opposite directions  late in the evening
when the boatman was not there. They
felt the depih of the river at various points
and arrived at the average and decided that
that average depth is the actual depth of
tl}s river and so they could safely cross the
river, But when they started crossing the
river they found to their dismay that the
depth was much more and both were
drowned.

What I want to point out is that you
cannot always go by the averagss. It is
I_well-known fact that there is regional
disparity and States like Ultar Pradesh,
Bihar, Assam and Orissa are backward,
There are areas which nesd special atten-
tion. When I look at the percentage of
allotment to those States I find that the
Percentage is such that the posilion is not
likely to improve in the coming five vears.
Those States will contioue to remain back-
ward. Therg is need for grealer vision o
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the part of the Fipance Commission, Itis
not enough for them to say that last year
they gave seven per cent, this year they
will give three more per cent and make it
ten per cent. This is mnot the way to
remove imbalances and develop backward
areas,

This is the reason why there is agita-
tion in various parts of the country for
removal of regional imbalances, When-
ever there is any such agitation you say :
all right, we will give you Rs. 45 crores;
be satisfied, Then the agitation starts in
another arca and you do the same thing.
This is not the way to deal with the finances
of a country which is a union of States
where all States have tobe equal and, at
the same time, India becomes a strong and
prosperous nalion,

I know that the hon. Minister cannot
do any thing because he is only implement-
ting the recommendations of the Finance
Commission. What we can do is lo ensure
that in future we cxamioe the problem in
depth so that there will not be any more
discontentment on the part of the States in
regard to distribution reveoues by the
Union.

Here | would like to have two or three
clarifications in regard to twenly per cent
special dutics of excise suggested by the
Finance Commission. They have stated
that during the years 1972.73 and 1973.74,
besides 20 per cent of the net proceeds of
the Union Duties of Excise levied and
collected in those years (other than special
excises, regulatory duties and earmarked
duties and cesses), the net proceeds of
Special Duties of Excise levied under the
Finance Acis of those years should also be
distributed among the States.

1 would like to kmow from the hon.
Minister whether for these years the Finance
Act has come in so far as these revenues are
concerned, What is the basis 7 Is the
basis only 20 per cent or should it be
moare 7 If it only comes to 20 per cent, as
recommended by the Finance Commission
and covers all these years and reveaues
which are carned specially, thatis going
to b= an injustice on the part of Govern-
ment, If the Finance Commission has set
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20 per cent for these yvears and for ordinary
duties--not special duties--1 can agree to
that; but what about the percentage of
special duties, excess duties and other
cesses which are being collected through
the instrument of the Finance Act? I hope
the percentage for ibat would be more
judicious and would be more in conformity
with the backwardness and regional dispar-
ity of those backward areas. 1 hope the
hon, Minister will take thesc things into
consideration.

SHRI LOBO PRABHU (Udipi) : Sir,
T bave to agree with Shri Supskar that
this is a backdoor attempt to approve the
Fifth Finance Commission report. This is
not only unfair to that report-it should be
discussed properly=but it is unfair to the
various States concerned, their finances
and their plans, that in the course of only
one or two of their allocations the whele of
this report should be approved.

I would like to place a few basic facts
before this House. In the first place, there
was no necessity to appoint this Finance
Commiss'on before the period of five years
from the previous Finance Commistion had
expired, The reason given that the Fourth
Plan was delayed and, thercfore, the
Filth Finance Commission should follow,
is repudiated by the Fifth Finance Comm-
ission itself, It has ignored the Fourth Plan
and it says, ** We are not concerned,” It
was possible that there was an altempt to
provide a high appointment to a political
rifugee or there might have been some other
motive which is for the Minister to reveal ;
but, otherwise, it was disrespect to the
Fourth Finance Commission that its full

period of five years was not allowed to
alapse,

Secondly, by this curtailment of (he
period you have seriously upset the calcul-
etions of the various States. This is inspite
of the fact that the Fourth Finance Comm-
ission had said that the priociples for
allocation should not be changed from
commission to commission. The Fiflth
Finance Commission notes this but says,
“*We must have a right to change these
principles” and have changed these princi-
ples in respect of every one of their
alocations, The result is that thesy have
increased the centra! contribution by mpearly
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Rs, 1,300 crores-from Rs, 2,888 crores t0 Rs*
3,226 crcres. The non-Plan expenditure for
the Slates is going to be increased by Rs.
1,300 crores. It is a very substantial sum
which we have to find for the States. We
should expect that this sum should be
distributed equitably but it is found that
this sum is distributed most erractically and
almost irrationally. 1 have to take all the
allocations into consideration because
if we take only excise we miss the princi-
ples used in the other allocations.

One pricinple used throughout is popul-
ation. I am very glad that my hon. friend
pointed out that in the Fifth Fioance
Commission’s report we have the first taste
of family planning. Now oowards whatever
the Ministry of Health may say about
family planning we have the Ministry of
Finance saying, “'Increase your population®,
because that is the only way to get a
higher contribution, In respect of Income-
tax devolution the previous proportion for
population was 80 per cent. That has been
raised to 90 per cent and only the
balance of 10 per cent is based om the
actual contribution of the States,

You ignore the fact that the distribution is
of tax collected from those States and, accor-
ding to the general principles of the Consti-
tution, the tax should be assigned to those
States subject to the principles which
Government may evolve. It does not mean
that you could evolve the principles which
go against the basic requirement of the
Constitution that the amount collected
should be assigned to those States.

What has bappened on the baisic of
population is this. I am speaking of the
total amounts. It is very difficult for me
to talk about each tax in the limited time
at my disposal. The position is that
contribution to Assam has been increased
by 40 per cent and contribution to Bihar
has been increased by 106 per cent of ‘what
was given by the Fourth Finance Comm-
ission. On the other band, in the case of
Mysore, the contribution has been reduced
by 8.6 per cent. The contribution to Orissa
has also been reduced by 8 per cent. 1 do
not know whether the two hon. Members
from Orissa who spoke before me made a
point of it. I koow that contribution to
Kerala has also been reduced. This is
unfair. On the one hand, you are inereasing
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contribution by 106 per cent asnd, on
the other hand, you are reducing contri-
bution by 8.6 per cent.

SHRI SEZHIYAN (Kumbakonam) :
Tamil Nadu also,

SHRI LOBO PRABHU : Iam sure
the hon. Member from Tamil Nadu will
contribute bhis figrues. These are wvery
glaring percentages which the hon. Minister
bas to explain. All the States bad proceeded
on the assumption that the percentage cf
the cootribation given before by the Fourth
Finance Commission will te 1espected and
they based their plans accordingly.

1 would just take the case of Mysore,
This House should know how the finances
under the Plan of that Staie bave been
upset, The Mysore State showed a revenue
gap of Rs, 274 crores on the basis of the
plan of Rs, 425 crores. Mow, the result
is that the plap is reduced to Rs. 324 crores.
By some magic, 1 should say-1 cannot call
it anything elsc--instead of revenue gap,
a revepue surplus of Rs. 205 crores is
shown. The magic, of course, is the figures
used which are on the basis of population
only,

Coming to excise duties, there are two
excise duties, First is the general excise duty
on which the principle followed is: 80 per
cent on the basis of population and 20 per
cent on what is described as social and
economic backwardness. Out of that 20 per
cent, two-thirds is given for the per capita
locome of the Siate. Now, the per capita
income of a State which is over-populated
is the lowest. So, the net result is that
something like 93 per cent of the excise
duties are simply alloited to a Sta'e on
their  capacity to increase population, I
may compliment Bihar and U. P. on their
performance in this direction. But it is pot
fair that the people who are more prodent
and who have smaller famlies should be
penalised like this.

SHR1 YOGENDRA SHARMA (Beg-
usarai) : What about the income which
generates in Bibar but is taxed in Bombay?
Because the Tatas have a central office in
Bamboy, Bihar is deprived of that share.

SHRI LOBO PRABHU : My hon.
friend will bave an opportunity to have his
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Here, we have got this position in
respect of excise duties. These Siates have
been favoured.

Coming to the Mysore State, their plap
is completely shattered. 1 cannot 8O into
all the details of it. The Mysore State has
allotted Rs. 10 crores for roads. Just
imagine a State of that size spending Rs,
10 crores out of which Rs, 8 Crores are
already committed to existing roads and
Rs. 20 crores are left for pew roads
for a period of five years according to the
revelation made by the Finance Corrmission,
If a village caonot have roads, it canpot
bave access to markets. It cannot have
access to educational institutions. It capnot
have access to what you have been pressing
all the time, the sense of socialism, Can you
oot thirk of tome means of providing at
least roads to the villages ? The only means
available for you is to increase the fraots
under Ari. 275. There is a litle award,
Out of Rs. 6025 crores which is allotted
under grants, a little attempt is made to
give Rs. 17 crores to Mysore State, 1 wil}
request you to give Rs. 100 crores because
that will cover part of their gap particularly
if you reschedule the repaymerts. If you do
not do it, that State will be faced with utter
bankruptcy, mnot only financial but also
baokruptey of policy. I am not asking you to
reduce what you give 1o Bihar and U. p,
My suggestion is: give Rs, 100 crores more
to Mysore State to make up for the deficit
arising from its over-obsession, over-enthu-
siasm with population with the Fifth Finance
Commission had.

I would like 10 add this If you fail to
do this and if you say, *‘We will not compen-
sate you oo non-plan expenditure but
we will give you compensation on-plan
eapenditure’, you are likely to add political
strings. This allocation under Art. 275, is a
stztutory allocation 1o which a State has
right. What you give as plan expenditure is
something you give out of the kitty to such
States as are - obedient, or ¥ery sociaiistic
or whatever ground there may be. Mysore



307  Union, Duties of

{Shri Lobo Prabhu]

State would like to have its allocation
raised, Therefore, I would request you that
under Art. 275 you make this allocation.
More than that, about the special excise
duty, I am glad that my friend, Mr. Vish-
‘wanatham, has already raised this question
as to bow excise dutics are a source of
great harassment and considerable corrup-
tion in the States. T would like to add that
if you follow the principle recommended by
the Fifth Finance Commission and resub-
stitote sales-tax which was replaced by excise
duties, the position will be worse, It is true
that the excise duty on these commodities
has not been raised. sufficicatly. It has risen
only by about 52 9, as against other taxes
which have gone up by 705%.. By all means
raise it to the extent you want. If you have
made the excise duty ad valorem, the return
may be bigger but don't let that be a ground
1o hand over these items back to the sales
tax of the State. It will lead to more dissi-
pation, It will lead to more corruption.
Therefore, in all I would like you to consie
der this report of the Fifth Finance Comm-
ission with the resulting conditions of the
States. It is a report which is almost imma-
ture. It is a report which bhas not taken note-
of facts, It is a report which has introduced
new principles. Government need not accept
it because it is only a recommendation. It
is the fault of the Government if y ou accept
this report and ignore the rights of the
States and the rights of the people.

ot Teie oy (Qgew) @ Faddw
wERy, 7 grET v, ag d9 i,
g o Y dem, @ A gy N S
AT § WY FT A A T RS |
Gerew ¥ FHT AL 9w wIEH! GaT grar
g vltm gzar g faar H T @ 9w
|HY aF 279 & 279 | TGS (& 9% WA
I HaA T e asrdm gl &
qg> Fgr I B 9gS W Y aF IV
§ar T, W W § S Fg W@
e dag Q)Y qw aswr @ ¥ arfew
T Ap AT F Ty FEr wmww fE
ge & & aa wi ag aroit ogs v
< aw ggUN §F AFH wgOT 1 fsrd
Y W ow ag faar § R Al e
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I8 AF frar srar 5% efiewr & a®
% a1 5 97> 29w <t a3 o@A @) grea
g9 ardt # a@ifs zad dadw mig W
@& W ua fer dzara g war fw
TgERTFT T a8 §2T 1 4@ 20
oA TN & wow gaw dyw @A | qA3AEE
®Y &W T Y TG Fgar A} T @®
FiU ag 2% £1 gz gwA e 1 W
6T 22 0% & WA waw wwiwd W%
ST AHAT OF FTUA £ WEET | W
W2l % 9T ¥ wnn wg wmg
qg FTEA & wEgd W9 F) fawd, ag dow
W ¥ valwt § gz fedt e %
TatreT g, g @ are @ Ad feew
IR AR w1 & vEdwed el
W@ § A g @ oF ara qdr wwA
2 s wwrers frr fean e a1, A1t
g% & wEfagi &1 1 ga%r famEarEr
aret @ 1 AR R afgar Ay Y ww
e T @A a5 w5 P @
T F FTW WA FT R ATAT B,
wTzHY Y aRfed aret @ 1 fagraa wsar
T 3w g a1 Bfew w1 FAw A Ay
Afad) v farerd #1 @y w7 faar
@ a® ¥3F F 9T qIU, Tof W19 &) TANX
Horeet fredl, agt &% f avgl s aweif
% 9T 913@, g A e A ge
sifermsn i yam G Mo 1 ar A
99 A 9R IT I @A §UF H AT
WX WE UF A AV U0 | @E rAAfE
T 3T AW AT A [T AN &Y g&r
9IE } W EM ¥ G %A | g
g o faq A A AT F ow Ay
ag arfaa &ar argar g1

O St ¥ Ot & qrarw § wgAr
SeaT g1 ARFT § pEIRE A oW
g W ¥gEl ¥ 9w | §
arzfagi & Tva #gar §, 98 TOF 9y
§E mdwam g asag ST dw g ar
g & gad g amar | & q@Ar e
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g mal ¥ gram & weEr w7 w9

ffsgam § Far 7 agi 71 difqam ¢ @
Hear stz fagamr g 7 41 33 & fau
FAE  qIF g W9F §@ F1 OgAT A
g1 ¥ InT F A sgarg @ A
AT RAT W &1 @ A faw g AT
w1 afag & g1 § WX g 69X
T A g1AY el 9 §) # arwar qrgar
§ 1 avag arel 7 @@l LA W R
QT 9T AIFT 43 AT & | A FT WA
€ =¥ aar 2ar @ fr ag W dar A=
W T oF A F aam gw R "
uFT ¥ °F & zod fam @) 3y faw
3 %) o faer Y A g WX R 9w
uwz fam fear 1 fex 98 qua § awn,
g7 &1 AW 7 gEAT &) &Y gUE! ATE §3
fear o7 | 9g 19 ¥ vAERAT &1 2|
gfas ar mARIT & aiA & a9 ) A&
BT AT &, IR A W TG w9Ar &l
q&) a7 WY § WX I AT avg qg AT
%9 9T Fg "MT U oo giat &
wrar & faq #zar § 5 57 91 38 W@
Y | aFEIF & TEERE A aY Ik 41y
TwT AAT @7 ¢ =@y SAE) F=rEi
e fama st 53¢ M &1 &1 far
weir | & fafaezt wrem & wwfac sg
searg g waa §, @ F oF &
vt 3a% qq A% ZnIEf wr g zafeag
FUAFH LA ETIA @) W da@ F
qIy S1AFY TERASSE A BEI WY 2, gAS)
a=iTy, SEk 9T @M dfe | Tade
% oY 99 ¥ fawar 7df agar 99 W
& &1 A § 1 " weE faFar §ar al
WY I A AR AN TFHF AW W
gramEg@S2wF 1w Hat
T @ A § AAFIFTFI aw ) TIEL
 wrgar ddt gk @ 9 A gE@ A
g.zaﬂ-e&qamﬁmg E i
w1 oy T & B 8 4 N 3
ATy AT @ 1 A wfgEr & e
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FI T 7eT 8, g9t F fag sqn v
aw § §34 ¥ g 7T afea qergw &
I3 WA A ds Fa ) ar &
FEW § A1 AT 9 daw IR § 9 4%
W Al 39w war & a1 3fag & q@r
Frederdt & ser sreaT § Bt ¥ g9
¥ 2fau | got averg fradt , arm
9i9 &) 593 1 99 &) %92 7 & F 3 af,
®Y ¥93 gawEarg W1 AraY arard srmady)
4% €199 & | 4t 9g WY wIow avre &
I9A1 § IEH FIC WG sy difarg )

16 hrs.

Fham# gre & ar § sgar
aArgar 1 gAT F oY adt weaw )
fearm A mramY €Y & 7 W wey §
f& aYa &1 A darar v, 9w 9 dvw
agy wman, Bfsa s @ S amed
BT 8, T O AT &, AN g%
|/nTar §, Frew 9T qAmAr , feew qx
AATAT §, TEIF 9 EF9 §, gL 9L daw
g, a¥4 € 9k A feeT & @y
faw sz Wi &¥ a¢ amar dow wxg
& wigma /W fFarar @ g

A W & Fga1 Irear g fw ar @ ey
&¥ wmrs, WA fFmm 9T @, efea
gif aY IF%1 AW ¥ET qqda} ) "
1 73T & A1 WA A §72T ok i oy
fe a3 &1 & wgm f5 fvm =wred,
sfew aifas sred akx &% aefEaf o
/Mgy WYX WY GuT dv ¥ WY Ay W@h
ez ¥ 5 ¥ W3 WK edewie &
sl T w o, R wmiar qu dvw
uTe¥ 9rF wmar & A, fafewdw suer
daFaram 21w fafeads +
gfafaae frar &, #f6w 9n¥ 2 g 'adwd
fafeqdis ¥ 77 §, &% =T #1 #E
FIAT AN AT 2 | F Wk Afew F
qg A AT Wgar § fe oW gver
a7 fafade &, amal ¥ s & ay
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WL § TAFT gIST | WA graT @ g
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T qretarss gam €1

ganfa sgRg : @Ak 9@ WY AW
WA IEH AT GATH T |
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MR, CHAIRMAN : The bell is being
rung-now there is quorum. Shri Kundu.

SHRI S. KUNDU : (Balasore): This
distribution of all sorts of excise duties has
really become a vexed problem between the
Centre and the States which has pot yet
really and properly been solved.

This Bill which is before us comes after
a lot of discussion and a lot of anguish th-
at was expressed by different States about the
method of calculation and distribution of
this additional excise duty. By the collects
ion of this additional excise duty the States
were precluded from levying sales tax on
certain items, Having done that, the Gove-
roment of India bas increased from time to
time the excise duty on basic items and also
levied special excise duty, but has not corr-
espondingly increased the additional excise
duty during the last so many years, and
therefore has put artificially a check on the
power of mobilishing resources of the Sta-
tes. This created a peculiar situatioo in wh-
ich many states, I am told more than halfa
dozen States, objected to the method of
levying and collecting additional excise dut-
ies and the method of distribution.

1 doubt whether the method which has
been brought forward here in this Bill as
a compremise formula will be able to serve
the interests of the States, particularly of
the backward States, I strongly disapprove
of the method of distribution enunciated
bere and enundiated by the Fifth Finance
Commission.

The first formula which they have men-
tioned here is that every State must be
allowed the actual sales tax collec-
tion which they had in the year 1965-66,
if I am correct. In certain States there
have been a shift for the better in
the possibility or potential of such taxes
during these years, I think this method of
keeping the possible or actual collection
of 1965-66 goes against the interests of so-
me States, particularly the backward States,
because this gives weightage to the States
which are much more developed, The deve
loped States had greater potentiality of ra-
ising resources because of greater economic
activities and trade, So, if you equate the
possibility of raising resources of Bihar or-
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Assam with Maharashtra or Pupjab as in
1965-66, naturally, as a consequence, you
will be giving more money out of the coll-
-ection of this additional excise duty to those
more developed States. Therefore, all the
talk that has been going on now that you
are going to help the more backward or less
developed states will only remain a talk and
will never be translated into reality.

For the distribution of the balance mo-
ney among the different States, weightage
is given to population as the criterion by
the Fifth Finance Commission.

There should be a rider that a certain
percentage to the states where the Harijan
and Adivasi population is a substantial pa-
rt. If you do aot do so and if you putin
that the criteria of devolution should be
‘based on eighty per cent of the population,
you will make the fate of the poor people
worse, they will be suffering more. It is
most shocking to see the other part. For
the 20 per cent devolution you have comp-
letely given a go by to the financial weak-
ness of the concerned State. Certain States
are placed in such a position where they
just cannot raise resources. For instance,
Orissa is s0 under-developed. It surprises
me some times to konow that the capacity
of Orissa to raise resources from its own
tax is about Rs. 48 crores and expenditure
©On revenue is about Rs, 68 crores, Itisa
<olossal expenditure on admibistration and
they are eating on the poor tax payer's
money, It becomes inevitable that due to
various plan implementations elc. it has to
incur that expenditure. If that is so,
backward States will remain backward for
ever. The last time the Finance commiss-
ion said, without looking to the relative
weoakoess of the States to mobilise resourc-
¢€s, that two-thirds of the twenty per cent
should be given on certain criteria as the
per capita income which was less than the
national average and only one third will go
on the criteria of less hospitals, schools,
roads, etc. The entire purpose of equitable
distribution to the States giving weightage
to the backward, states, will oever be
realised if those were the criteria,

I should take this opportunity to tell
the Minister that it is time we seriously co-
nsidered whether a separate Finance comm-
ission should not be constituted to go into
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the financial difficulties faced by the back-
ward States. We must have a close look in-
to that. Otherwise, we shall have two Ind-
ias, an India of Punjab and Maharashira
some what resembling Shouthern Europe
and an India of Orissa, Bihar, Assam and
Madhya Pradesh etc. which will be perpetually
backward Siates, To eliminate this differe-
nce and the growing gap of eccnomic diff-
erence among the States, we must have a
close look at the problem facing them
and this can be done only by the
Government of India of a separate Finance
Commisslou goes into the causes and
difficulties of resource mobilisation in
backward States.

It bas come to my notice that during
the plan period there will be some surplus-
es on account of pon-expenditure on non-
plan items. It appears it would amount to
Rs, 1300 crores. This surflus in certain states
should not be utilised in those states, part-
icularly the surplus in the developed states
should be taken out and equitably ditribu -
ted among the backward States, Unless th-
at is done, this formula would not help.
The biggest problem facing the country is
the growing disparity among the States,

I fear that it will cut at the root of
your democracy and our democratic system.

ot Joit waw swf (3iwT) : awnafa
wERa, I’ @ 4g UF aga grer & faa
¢ afiew ot wfafwar aga gomn 09
qreit -fafras Wi & FraTawy A o
& Tl & amew % & w9 =y AdY
grfagm Fu=Al FaXH wgarg,
g% ame & AR afawmg 1 & ¥mar
g feodl vl & geag § g
st fgeat fae@ avam a1 gwd aga S
aré § 1| @Y F wEAw FHIwA ¥
% gafas =z @ (sife 9w @n
afgmrg gl ar) 7.18 q@= fasar
qr 3T FT WAX F@[F AATfEw
6.50 qx@=z § fasmmm | FwE ST WY
wgi g 7.51 qt@=e fawar ar, @9
6.84 fadmm | @ SR ¥ APOE A
8.23 quarr famar v &few s 7.93
q@ § fasmr
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gunafs #gEg, S@1 f§ gus st
FaEr &, F I%r @wdd & g
qgx g wrgAsg FAwA &1 fOiE 9
fam s TR ar 1| f5%a wrgasa
sarwT ¥ wodt foid & &9 36 qT wud
faare A%z FTX GUFIE ¢

“We are of the opinion that the State's
share of Union excise duty should be dis-
tributed among them on the following
basis @

(1) 80 per cent on the basis of the
population of the respective States ; (2) out
of the remaining 20 per cent, (2) two-thirds
to be distributed among the States whose
per capita income is below the average per
capita income of all the States;

(b) one-third should be distributed acec-
ording to the integrated index at backward-
pess on Lthe following six criteria:-namely. the
Scheduied Tribes population; the pumber
of factory workers per lakh of population;
the met irrigated area per cultivator, etc,,”

geiA §9 Frefar aad § 1 gwH
Wl aga @ @y A AT wwA F
gErgm-taEy qfegw Faw ¥} @aer
F1 wforn ) oft=m g0 § FAFET FAY
FET WL L | OF SFILF FAFAT WA
wraad &1 ¢, oftgn T Er @ A
21 agl 1 WA FEEATT § 1 FEEFA F
fag &1 §3 &< D1 ¢ IF v ofemw
FaTet AT FT FeAT § 5 391w
aTT W ¥ & FIT 9FAT WY 1 W
Ze & ot 19 98 ;e § ¥, WA W
FaFar, wE aA ad ¥ § d&faq
Treat w1 vaeTed YT w1 AT W far
&7 @1 & a4 9 gar 91 @ § | WA
¥ FgAr & T w4t #ga @ R
qrg A § weeAlsT g #< w@ifE
wEET G AGT TLAF g AR T
At s e afemAg § ¥R F afa
wad g WX gANr wgm g i &
FATR WY GRS A FTET ARG
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t | wafay s 8% w2 gaft ag faw
aga grer § afea ga faw § ®T qed
#1 o Aify fraifa s of & ag a@d
21 saar e a faw gar =fgg
aifF  wsal #1 fed) 91T 71 F1E 0G-
T A 1 agt gw e F famTw w0
m @ EAfFT maTgag d fr wmrgd
w3dt qft a1 ggw FT @ A § ar A
gaft gm@ W & g aga § Afew
"9 @I HFAT A g § ) oHE
wh H @ Afag) Ao A
% a9 &g avar g fw e fomey ow-
T 8gE) mar s wifge ag w_T FT
@R ? wwrey Tyd # agy wy Wl
B @ | aga wg gurd EEIO -
T W Tewed fuw & Id F
WEAT FW &1 9T AU F AR
wr Mgy $ s foaeet sma gAY §
Iaw) agrar wifgu fawd wshl w1 wm
+t 7% | I5% fau g ag #f Swar § fw
wamrz ¥get & frafa @Y sfear 6
) gw foaar & FL aF FT
16,20 brs,

qew Z99 & wrag # @AY gAR
faAi A wgr @ fs | 1957 ¥ ag agm
swgn fear qar an fd #9838 A gz
O & 8eW 49 g1 Y W WA AT
A & w7 § 3% afifoa s fam man
Igauwar w1 fafaa sq @ o=
s & gbwm ge g, aw & @
smatfeal & a3 €1 At 74 agfeqa g€
97 qiwy FrEAE FHINA F sw qra AT
sai M af g AR &% woat w1 wgOr d
fr 35w s WY FA<ATSET T ;W FT
feT me2t gz o ST ST nfgd
R agarfedl ¥ qEewT &7 "9 M@
f&g = & woow o saer | e
ot Toal A H{Tw R Ay AR HA g

wreat #Y A W oraney agE
& g ¥ fawmn § s < ' Ywae
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TIATEH TYET /A3 FTAfAW FF 1 G,
ag g% I@ agra § A am wrg 5w
Y smrar wifzd | wsal FY 55 fowraa
9T Fa &1 faare waT ifgd A ww &
F GY G FT AT F1 A@EAFAT F
IHF @A AR E I awg ¥y
9 & aTo § o YA qEETEN YA
@ ar EEIw w N F@ET FE@w
Suroll

e aw @ & ana Tal & awe
MEFH GE IR FfAY aguw
aga TEY wREdr § 6 @@ W A §Y Q@
fear n? | o+t ga¥ ofew sma &
AT § 2Q@T | 39 F FAT 40 FAT To
FEATARL! JWHIT FHAS
far s #if 7ar st @ Ad M
anifs feafa dat & f st ®¢ s At
Y fe S 9T g 1 gafey & oy
Fmw & A fave &1 ¥ A 50
Sty qrgAr s AT g fE ¥ ew &
&7 gfagm 1 275 g & @A I@
& fawry A 3] A O FY, ¥4t
M F WREAT OF WAT FAEET @ |
FMH FATAT WEK § | FAwdl OF
wreRmifaes e @1 ag fas ama
W TR, A owgE Aa@w
T Q9 FABT ®I qravqIq §1 gaear
T @ s gy wwar g 1 few
G A A aE AT G ww § 7
N wrt AR o & Freear § 2 Ad
war fe qg gfas= 9T @199 w1 @
|y AT A

wafa & sgm et A owTE
LA N Fzat & wawrar A af Fag
I I1IuAsw § wufom Toui &
T3 73 wgx § 9% fon gma s
fafeva s #r ofegd | & Wt T
dxpn 5 ¥g@fammrom s &

FeaA(A T FE | TH GEIT T FIEAE
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FwT ¥ $ ¥ 9zt ¥ A fagia feax
fed § 97 oz ggr fasme dr =fgdr
IAF AAN gH FA I0F FT AFF & ar
TE 929 FTTFA & (9G4 & gL & Usq
FI |31 & |

SHRI SEZHIYAN (Kumbakonam) ;
Sir, I agree with Mr, Supakar and Mr. Lobo
Prabhu that we should have a full dress
discussion on the entire constitutional pro-
visions relating to the Centre-State financial
relations instead of having a short one on a
Bill like this. The question of Centre-State
financial relations requires urgent attens
tion inasmuch as instead of a unitary and
monolithic structure of the Centre and the
States being ruled by a single party, differ-
ent parties have come to power in different
States and there are vociferous protesis
against the present arrangements for
distribution of funds which are partly
discretionary and partly statutory, the
States being asked to come with a
begging bowl to the Centre ; whether
it is the Plapning Commission or the
Finance Commission it is immaterial. Ina
federal structure, unless the Centre and the
States are so situated and the scheme of
things is such as not to subordinate one to
the other but to coordinate with each other,
a happy relation will not be found I will now
quote what the Chairman of the Fourth
Finance Commission himself bas said on
this poinot :

“In respect of such an important matler
as the determination of the resources
which will be available to each State as
a result of a scheme of devolution,
there should not be a gemble on the
persopal views of five persoms, ora
majority of them. I say this without
intending any disparagement of the
eminence, equipment and impartiality of
the Members of the Commissions."

1f the Chairman of a Finance Commi-
ssion himself felt that many of the things
bave been left to the discretion of the gam«
ble on the personal views of five or three
members, it does not represent a satisfactory
state of affairs.

There is wide gap between the finances
that have been allotted to the States and
the enormous duties that they have to per-

_from; there is an_imbalance belwecn (hg
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schemes they have to implement and the
resources placed at the disposal of the
State, because at the time the Constitution
was wrilten there was no Planning Commi-
ssion and the enormity of the Planning
Commission was not visualized when the
founding fathers drafied our Constitution,

From year to year, fiom Plan to Plan,
as one Finance Commission succeeded
another, the magnitude of the dependence
of the States on the Centre went on increa-
sing at an alarming rate, While the incomes
of the Siates are very inelastic or very rigid,
their expenses go on galloping with the
result that the States are made to go to the
Centre for every small scheme, whether in
side the Plan or outside the Plan.

In the Report of the Study Team on
Cenire-State relations, set up by the Admi-
nistrative Reforms Commission, which was
headed by the eminent jurist, Shri Setalvad,
there is a very periinent reference to this
state of affairs, He says :

*In the States, excessive dependence on
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If we see the total expenditure of the
States from the First Plan to the Third Plan-
the Fourth Plan is still in the doldrums and
is in the making--it has been steadily going.
up. During the Fitst Plan out of Rs. 3,359
crores of total expenditure of the States for
boltb plan and noo-plan as much as Rs.
1,41} crores came from the Centre, which
represents 42 per cent. In the Second Plan,
out of Rs. 5,485 crores of total expenditure
of the States, Rs 2,868 crores or 49 per
cent came from the Centre. In the Third
Plan out of Rs, 10,831 crores or 52 per cent
came from the Centre. This shows that the
States have become more and more depen-
dent on the Centre for their resources.

Therefore, instead of treating the symp-
toms we should go into the serious malady
of the inadequacy of the resources of the
States to implement the various schemes
and duties and functions that are given to
them. The Constitution has car-marked the
functions of the States but the resources
given to them are mnot compatible with
their functions and hence these difficulties.

Coming to the report of the present
Fi Cc ission, even here the devolu-

the Centre tends to pr irrespon-
sibility and operational inefficiency. At
the Centre, dominent financial power in
relation to the States gives central
authorities exaggerated notions of their
importance and knowledge and does
not allow sufficient place to the points
of view of the States. It is important,
therefore, that the degiee of financial
dependence of the States on the Centre
should be reduced to the minimum, be-
cause that minimum would be adequate
from the point of view of giving the
Centre controlling powers in the context
of ensuring national integration."

While there can be no two opinions on
the importance of the Centre having a hold
over the States and the Centre having
enough re:ources to ensure national inte-
gration and solidarity, e. g. defence maitters,
we should at the same time see that the
States are also placed on a sound financial
position. Because, we sec before every Fina-
nce Commission petitions and memoranda
coming from the various States, asking for
more resources, more relaxation in their
tax-gathering powers.

tion is not satisfactory, New factors have
been brought in, as pointed out by Shri
Lobo Prabhu, because of which some of
the States have to lose very heavily.

From 75 it comes down to 6.8, Even
backwardpess and other things, which should
bave found a real place in the Planniog
Commission’s consideratioas, have been
brought in here and the entire picture has
been distorted. Suppose this goes on from
commission t0 commission, in course of
time the eatire picture may be distorted.

I may add here that the Finance Com-
mission deals only with the non-Plan needs
of the States. The Plan needs of the States
come out of purely discretionary funds
under article 282. Unless we have got an
integrated picture of both the Plan and the
Finance Commission’s allocations, it be-
comes very difficult for a State to adjust
and implement the Plan itself.

It should be our endeavour to make a
review of the entire structure of the Finance
and the Planning Commissions. How far
this could be done bas been pointed out by
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the Chairman of the Fourth Finance Com-
mission. He demanded that there should be
a review of resources ona constant basis.
He also pointed out how this could be done
under the existing provisions of the Consti-
tution.

I would like to add one more thing.
Even the devolution of funds made on the
Finance Commission’s report have not been
satisfactory. Not only have the States been
very mbch adversely affected by this but, as
the Fourth Finance Commission Chairman
said, it seems to be a gamble on the person-
al view of the members there. Even a
member, of the Finance Commission, has
pointed out very clearly in his minute atta-
ched to this Commission’s report ies

“It will be seen from paragraph 6.49 of
our Report that the scheme of devolu-
tions recommended by us will substan-
tially add to the surpluses of the ad-
vanced States with relatively high per
capita income. This would bave the effect
of widening the disparity between them
and the other States, The question arises
whether there is no remedy for this
state of affairs, It may be noted that
the Fourth Finance Commission's award
was expected to result in sarpluses to
certain States of the magoitude indi-
cated below :*

Then he mentions the States of Bihar,
Gujarat, Maharashtra, Pupjab, Ultar Pra-
desh and West Bengal. He further says :--

“We have followed more or less the line
of approach adopted by the Fourth
Finance Commission but with modi-
fications in certain directions which have
the effect of securing a larger devolu-
tion to States with lower per capita
income. The Strikingly increased sur-
pluses now expected to arise . . . indi-
cate that modification in the devolution
scheme made by us do not go far in
the direction of reducing disparities.™

Even that has not fulfilled its work,
Therefore 1 would request the hon, Finance
Minister and the Government to appoint
a commission of experts to go into the
entire question of the Centre-State financial
relations. Unless the States are put on a
firm financial resources position, it will be
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very difficult to maintain a coordinated and
friendly federal structure. It is not charity
that we want from the Centre. We do not
come here with a begging bowl but we want
it as a matter of the States® right in a fede-
ral structure. Of course, we want the unity
of Iadia to be maintained but, at the same
time, in a federal structure the coordinated
aspect should also be not lost sight of. It is
as a federal right that the States want more
resources (o be raised by themselves and
not be at the mercy or the gamble of 2 few
persons silling here.

st &g a¥g (7o) o awmfa
witam, o X wprd froag o e
qTA & A17X q79T 4T ¢ gEE) gEfaw
qmar mar  fs wgvw wfma & gwmey
L F1 9 FTarq fafam=r et & fag
fFar & 3% g &1 wruar wra @ 9¥ )
Ty dar 5 w¢ gAYty azeal & ver @
fF a7 ot dearr wrzg wfama & gy
® grEre 3 &1 fear 8, oy gt

wra & Frafaa 78 & 1 dar wafae
mar g fs =t w1 fawrw aga ir?r?-

FUIT AT 1 3ga & Toa HTH aa
FLACE A aga & ¥ 37 & N aga
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frad gy o &1 w way ¥ 59

Tt wEEdal 3 I 939 wicfagre I
v Wt FEmr & el ¥ e ok
Al F gEES ¥ e uFhime L P
Ry & g wfa & wmwar g fr
FATLEET @ag & a9 § wwar 2
WEAE FHAT FAT1 W OIS e
F1 ¥z317 #F foar am 99% fag ow
fraw @ar f& wrardt #Y gEwrew ey
foadt 7a7 gt & swd& Wit IwT Wt
¥ Faw qzara frar s o A
&1 fagr= amar 71ar | 3fea & wmwar
§ oty g7 ¢ oz dawsh wew
219N gAARY ENTY T AT qard
21 e suy fAw awe) Fram Wy
Q@ AR @M N wEEr § oSFY o§)
g% § W1 8% ®IT qFar sy wgar
g a¥, frad gr AW N e oy
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[t w7 qroda]
o ! AfeT gz argraw ag & R gwTd
HIFIT 7 §9 7 §5 A9 31 aG F
I qATEr § Wi qrg F gg & IWA
g FrEt 21 st ofowdr awer 2 fF
wlgd Frdr ara T 1 T AEHE A9
W1 qiF A T FILT 9gAAT § AT WA
ZY T &7 1A' AAT faerET 502 9
FIST 9T & | A9 WL TWH wHa
fawrer s &y 251w fawear §
g a7 &1 fewra sorar smar &1 ag
}HT T% ¢ | TW a@ ¥ a%f & H19 A
9o a%al g | ag ¥ar wrar & fF ad e
& oo ¥ us fegrgeamt a@ ™™ w99r
qEAaT 47 QI WIS I TRE T TgH
W T AT e @ifaa gar & f
Ygoh a@EH ST @I | K agt wwww
§ 5 98 39 axawt & | o= wefigi J
& T ¥ R gw wEew § 4O s
¢ fr wgAw sfree & fawfard w
|7 ATFLEET & WA W@ 3 AR
T & = s wwE & oot
WY 19 A g5 araw A 1 gg A
WTTY AFET FT a7 @Er & far Wiy
SEH HEd AT WA g | qE@r AArH
@1 arq A gFETIA LS HT A AR
8, o FT qgw F@ ¥ aAH § I T
1 FTEY a0F § @ar wifgr @ifs
AR F7 FH J F7 AT FE T AIAT
fas 1 v oe & TE, sIgE ww
Tar arg arfE #1 7 a9 &%, §T A7
MATNad 1 agATH g s AN
HraTUT wWiEHr g g falr s wT A
fgara @ ? 39S gw § gg ST A
fraff g1 z@vTAGrar ag gar § 5
9t g gk Tdd gEaER AT E I g
o § 1 3 fafr ¢ w1 fggm @ adf
ot &1 AT 7g far @
TEFIT F) g9 37 9T
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WE a7y @iy ux ag W) fAaw gEr
wfed f& @t wwa figy gu & sa®
SAIST ¥ FIET 69 o7 g1 1 g% fedl-
fam & 3z 4Y szmar  wfas et 1 ¥
g7 A d2r ¢ A7 &7 Y 99§ wfaw
HFANT # | HfeT agr A agw ¥ O
TAfas atz 9@ § 1 fa gt M
BT ATHIT 98T FTHT & FART ar
wias agaar @ Wi s ggeg a8
FIA & F9 wgrar AT E AT T
A qu ¥ § IA%) a1 wgrgar & af
g WIS qavg F Ad) §, 9%y A &
T 2 araga g w7 & 7 W@
s g gEr =9z

7zl % W fawr ¥ @raw g, &
gawar § fs gfady it & a® <@
A g1 g fraw @, #ge @
foredr fraR gu oodl # wrar "grEr
fawr &% 1 fagrz MT 9a Ru &1 Jm
fagraar &1 ag #ar mr & fF Sa%
3w Fr &t 18 sfawa wix fagre =y
13 sfaea faar war & 1 fagre s 39
2@ Wl uzaier ToEl F agt & wrer
A 3 & fafe= =4t #) &1 W ar
qar ¥3m fe fagre st s9T w3w
aga fret gu wsa § gt 9 faorsy
#Y ®9a, AT geaf, ARG ATEd, W)
arst, faard wifz @t &Y & 3 w7
fazd gu & | 399 fasma g wre s
FAF! ALE T =y A fearar 30
g A Au fA3gw g & fF faam wo
T a1 & 19 91 WETAr ArESr §¢
g% ¥ wETEr & 9 9% 1 4 @ Ay 9y
fra? gu g § s°%i wfas ggaar &)
awry gfAgr wX w1 aATr WS &
W @r #7 EFED WD A w e
ater v efm ad &1 wa A Fg Adf
g1 gvar &1 3fe wfasa F fag wig
oY sqaeqT # arfe fag@ g wor @
g ok fom & featfem w9 €, 01wt
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AT SAT AF T G¥4 §, A% WAw
FZraar g1 §& |

i wEgwF 7 fagEe &1 I
AR A€ 41 | ga1 g ¥4 feaEi ¥
/T F qEA W @I ggaEr d1
§T 9T AT 97 S ¢ SiFT 39 A0
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Wz & wfus agraar Ay 8% | TR
12 ar £1§ g g @ TEH W9
oy A g T qifs FEET WA
¥ aqa fear ar a% A Ad F@ N0
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&val #) sygeqr Y W aifs &®Er ATl
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|rA AR TR § GAAIE AG WTQAT
waf o} taa) qg7 gt vl 3w @
dhrrm Qumar gararg & oam fag
wrar @ Far A IF FE A 0 7
Fgar wgar § & wTT EmraaE anar
&Y A1 39T OF & TEAT 2 FI A1 AIAm
&, forawy gfa wiadt & i gaf am
&1 otz #1§ Far ear A8 @ AFAI
g% &t W1 WM a7 @r & ¥ @0
Wil 91 a2 A 3 AN A W W+
wYsr faerar &, ArOT wIREL A W9Ar
3 war &¢ &ar &1 & WREAT w0
ez aar HT 2361 F1 AL AW §
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v & s W § fowwr-
arg s ¢ ar faed wd swfa w)
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TIT 2T & 3§ 9 wfe} w7 9w @
FT U BIEFT 19 UE 9T WEF
qifF 30 Fdr Araf § AT 7 #T 79% A
frge ga usai 1 ) wgraar fam &% 1=

st faa vz w0 (wgaer) @ awfy
AERA, WAl wEEd i faw & @O
fowa frate st w1 fawifeal
sraifaa & w1ga § 1 2f4T @ A
%t fawfaaY & fafww wedi & 0 weaa
qar g, swr dftsm Y wEdg
gzl & wrant & fas mar &0 99
F1 A 9z frar s, suw ay F
Y IYNATH AFATT GgE ¥ 9 @Al

saq foar 3, g fagw geea 41 a@
feafa arg s2w, srem, gewm Wi

arfaerg wifz #Y 1

fevg ferie w6taT dag fawfor
¥ 2 f5 1969-70, 1970-71 %1z 1971-
72 # gfqow caETew YT &1 20 qINT
Tl § afz fagr ardm 1 & "awar g
ffagaeadl 21 @ ark § A«
gz wffew o fafww osEf «r
garg 41 =rfg? 1 feaie Fd@waT &
faaom &) 9 sgazqr A &, FWr SR
gy H Teal &t ug o o § sar
TH AT F71 @1 Amar qar ¢ w5 sAwr
AQuamr d@r g, @1 3 sqe § ? ¥
farga avgee €K & | WA A A
FHraa #Y famfan 1 sfaa sa@r
qigdl 2, af ag AImAw Wewie Fifaw
Gt @7 TSl &1 U7 F FAr wk
frawy %1 s Q&r A fAsmemy, o
wsal ¥ fAu weAgsas gar afFe
T A tar Ad feur Wi sz o
fawmfeal 41 sifaa 5@ 21 7% s
|

¥ YT T4l F Y F faw aqdr
amet a1 g @ § fag g o
T & a3 @& foam siRm gwic
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foar srar ¢ o saer fawfal &
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WR Wy & gAa Hag I9gE A g
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fasrg g &1 wa & wr T ¢ fs
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f&ar arg W1 I F7w F q0E ¥ Fwrar
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TEr FW ¥ @ IErEr wl fagrc {y
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fag A rEada g AT |
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wre fere sl fgw s@ &
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sAFEAT A AT | FAEF HATAT yIA F
49 gZart FT UF AT G197 ATGT A0
afssfaa usal 51 sq1ar frar 3 AR
fasfaa usat 51 wiaaar &9 fqar I3
™ a3 30 ¥ fooma gndam & gom
WX wwrfa &7 e Wi &

wgt a% ¥} w7 qATW &, wgh av™r
g &, 5T FIHIT AT WET GIRTC
A% AreAq § gAw & wyara F fag
gt & qur aga w246y 1 Afew gfvard
am ag & fF Staa &1 dzarw dwoad
¥ WATC 9T WG GUT | THET FTOT g
t oot & iz & 2w F oow
spaeqr I, ag uF qAAE sqAEEr
W ¢ 1| afafes ¢ we Samdt &
g Wi gEt At & AR
@ra § fegam & gl & %
gaar 33 1 afz g famaErdr & |
FI AW F FqAr SRy § A wEa w7
awTar 2 6 g9 T8 saEwr &) @ #,
sfer wgi ar g & o ar
garw &, gw Ay E fF q4T w1 U=hm-
FAT FI U IWA ¥4 AEg AFT w7
USEH T fFGT | g F#E A5 AR
# ot daar fear &, a T I€ 9T -
T FT G &, IAFT qIfAT F G E
sfz gz aEar & & taw 1 @@
Al # fasm & fau @@= @ @
g 7 aFtn & fr et ¥+ afen
gy 91 #1 UgHmETm 7T faar
e |

g a® gEEAT X FT gET §,
hawwar § fs ®1€ gwraw J[ Ay
wELT AT &1 AT At % avfE
afs fiex N FE FL A H AT, @
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# | 37 ag I gEHATR FT ATRA-
S TAHT W WW oA w® gE 3
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I T &8 FT gargAr T A A S
# 1 e w1 gy Afr & aea
31 ofz fas & qras § A€y Ffad
AYfa 8w @Y, &1 5@ IFIC W OWAAT
A g WY w1€ FAraT wify T 7
At wETd AF 7307 | agrg dWfET 9T
FTHTT &T FEAT ZHT AL 390 Fare &
w7 wiafaat & g sraar |

Famgar g fs @ fam &1 agae
femr ana, Jwaw Wiz wifas
=% ¥ 9T fawre femr amm Wk
o Twal &7 gzafa @ s € faam
sraeqr fAasrar ¥r7 1 g7 ¥ AT TN
as o 1 9f F & wifat o @ fa=w
Fat ¥ Uy ¥ A1 WY W IAS A
20 5 aF A W FEWR AT FHA
21 Wi wfaam & wgsar 280 ¥
Forew w&F gL @A feArg s
g fear o, Al ¥ v qerw
uF A% wrar< 9 fwar 93, @ e it
weal & men faehw areAl F A §
wufgs eqez geaeg eqrfoa g a1

wnafy wgRm @ A AT W
ATAAY gaEq g5 # g1 § 1 fafrex
wErey |

THE MINISTER OF STATE IN
THE MINISTRY OF FINANCE
(SHRI P, C, SETHI) Sir the hon.

Member, Shri Sezhiyun, to scart has parti-
<ularly raised this point that the Special
Finance Commission should go into the State-
Ceotral financial relationship matters. I
would like to point out that the Administ-
rative R=forms Commission has gone into
this matter and they came to this conclu-
sion that the existing constitutional provi-
sions are sufficiently flexible to cover the
needs of the present structure and that the
Finance Commission and the Planning
‘Commission together cover the needs.
Having said this, 1 would like to point out
that the Finance Commission generally
«deals with the devolution of funds which
Accrue from three or four things.
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I would particularly draw attention to
this point. We are not touching income-tax
here. One is the devolution of income from
income-tax excluding corporation tax, As
far as income-tax is concerned, 75 per cent
of the revenue therefrom goes to the
States. There is another aspect of the same
devolution. This is the distribution of the
amount as batween different States. The
Finaoce Commission has also worked out
a scheme where they say what percentage
should be allocated to each State. This is
the second part of the recommendation,
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Secondly, there is the division of the net
proceeds of excise duties. Excise duties are
of three types. Ope is the basic excise
duties, of which previously about 40 per
cent on three items, tobacco, sugar and
cloth, was going to the States. Later on, it
was changed. It was not limited to only
three commodities, but an overall percens
tage of the basic excise duties on all comm-
odities, 20 per cent, has been transferred to
the States. I would come to that figur and
point out how the banc excise duties have
increased and after the increase what
greater proportion of that account is going
to the States. I would come to that point.

Thea there is the additional excive
duties of which the entire amount, deduct.
ing the amount for the Union Territories and
the cost of collection, goes to the States.
Then there is the special excise duty which
has been reserved for the Centre with no-
thing from it going to the States as yet,

Then there is the question of estate duty
and grants in aid.

From time to time, various Finance
Commissions have been appointed. They
have gone into the question of devolution
of taxes between the Centre and the States
and also iafer see betwecn the States, as
to what percentage should be allocated and
on what basis.

As far as the Finance Commission is
concerned, it is a very high-powered body.
It makes its dai after a com-
preheasive cxamination of the various
points of view expressed by the States and
going ioto various facets and mspects of
the problem. We cannot isolate its recomm-

L
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endations with regard to excise duties
alone. Theirs is a comprehensive recomme-
ndation givinog an overall picture of the
requirements of the Centre and the States.
Taking into account the needs of the States,
the backwardness of the State, taking all
these things into account and doing very
detailed work, they come (o certain conclu-
sions. So if we isolate only the devolution
of the excise duty while not taking into
consideration division of the other things,
estate duty, grants in aid and so on or the
various other problems which are posed
and thrown to them, it would not be justi-
ficd. Therefore, it has been the practice, not
only with regard to the Fifth Finance Com-
mission but even with regard to the earlier
Commissions, that whatever recommenda-
tivns were made by them were carefully exa-
mined and accepted almost as an award,

SHRIMATI ILA PALCHOUDHURY
(Krishnagar) : Why should it be sacrosa.
nct ? It could be reviewed.

SHRI P. C. SETHI : That is a different
matter. I am simply giving the background,
the historical position,

Therefore, we are not here cntering in-
to the merits or demerits or questioning or
challenging the award of the Commission,

SHRI RANDHIR SINGH : Are Gove-
roment accepting the awards of all Commi-
ssions 7 They did pot accept the Shab
Commission’s award,

SHRI P. C. SETHI : Which Commi-
ssion ?

SHRI RANDHIR SINGH : The Shah
Commission., You did not accept ils reco-
mmendation for giving Chandigarh to Har-
yana,

SHRI P. C. SETHI : [ know Chau-
dhury would bring Chandigarh into all
Bills,

Therefore, the purpose of this Bill m very
limited. It is limited in the sense that the
Fifth Finance Commission has recommended
that 20 per cent of the net revenue from
excise duties which was being distributed
10 the States earlier should be continwed
as before, And besides this, they have also
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recommcnded that for the two years 1972-
73 and 1973-74, 20 per cent of the special
excise duty, which was being reserved for
the Centre, should also be diverted to the
States, This is one part of the recommen-
dation, The second part of the recommen-
dation is about the percentage of devolu-
tion amoog the States, and therefore the
purpose cf the Bill is very much limited.

From this point of view, I would also
like to point out how much the position
has changed. In the year 1961-62, for exa-
mple, the basic duty was Rs. 450 crores
and additional duty was Rs. 39 crores. In
1969-70 the income from the basic duty is
Rs. 1376 crores and from the additional
duty is Rs. 62 crores. As far as the addi-
tional dutyis concerned, the entire pro-
ceeds go 1o the States. As far as the basic
duty is concerned, previously 20 per cent of
Rs. 450 crores was going, now 20 per cent
of Rs. 1376 crores will go to the States,
Therefore, the devolution of funds is much
more favourable to the States.

It may be truc that some of the States.
have been adversely hit according to what
they claim should have been their position,
but taking an overall view of the situation
almost all the Siates have benefited not
only in the division of the excise duty but
the ways and means position of all the
States will also improve. Previously the
advance income tax colleclion that we were
making was shared with the States, but
only on completion of regular assessment
the advance tax collection will now also
form part of divisible pool in the year of
collection. So, it is not only in the devolu-
tion of the present excise duties or income
tax or other duties that the States have be-
nefited, but their ways and means position
bas substantially changed and the ways and
means position of the Central Government
has been substantially thrown back on
account of this recommendation. So,itisa
major recommendation which has improved
the ways and means position of the States,
It is true that for some of the States the:
percemtage share of devolution has gone
dowo. That is why wherever the Question of"
noa plas development is concermed, it hay
been said that the difficulties that are being
faced by the States would be discussed by
tbe - Planning Commission and in the Nati-
onal Development Council and the question.
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-of assistance according to the requirements
of the States could bs coasidered, but at
present I would only say that as far as the
recommendations of the Fifth Finance
Commission are concerned, the Govern-
ment have treated them almost as an award
and this Bill is a very simple one secking to
say that as long as there is no change in
the situation, the present arrangement of
giving 20 per cet of the basic excise duty to
the States should continue and for giving
effect 1o the other recommendations of the
Fifth Finance Commission of giving 20 per
cent of the special excise duty to the States
for the years 1972-73 and 1973-74.

SHRI S. KANDAPPAN (Mettur) : You
are not aecepting it.

SHRI P. C. SETH( : Secondly, with
regard to the devolution of funds among
the States inter see that recommendation has
also to be accepted. This is a very simple
proposition before the House and I am
‘quite sure that the House would appreciate
that in the present circumstances we have
no alternative but to accept the recommen=
«dations of the Commission.

17 brs.

SHRI SEZHIYAN : Oae clarification.
Tn the beginning of his speech the hon.
Minister referred to my remark regarding
the constitution of the Central State Finan-
-cial Committee. The Administrative Reforms
Commission had already gone into this
-question and for his benefit I can read out
‘what they say even in the opening page of
their report :

*“We have however made recommen-
dations to delegate more financial and
administrative functions and powers
to the States with the twin objectives
of making the relation between the
Centre and the States smoother and
introducing efficiency and economy in
the administration of the Union and
the State Government.”

In another place, they say :

“Informal conferences of Chicl Minister
and other Ministers have not been able
to deal with the controversies that
have .arisen in the areas of Centre-State
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relationship with spzed and effectiveness.
We have therefore recommended the
Constitution of inter-State Councils. To
begin with it may be set up for a
period of two years.”
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These are categorical recommendations
of the Commission and I hope the hon.
Minister will go through them and
implement them wherever necessary.

SHRI P. C. SETHI : May I respectfully
submit that the recommendation is about
the appointment of inter-State Councils
and we are here considering the question of
financial relationship between the States
and the Centre. Inter-State relationship is a
vast subject and the hon. Member is exten-
ding the arena of discussion.

MR. CHAIRMAN : I shall now put
amendment No. 3 to vote, The question
is :

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

The motion was negatived,

MR. CHAIRMAN : The question is :

“That the Bill further to amend the
Union Duties of Excise (Distribution)
Act, 1962, be taken into consideration.™

The motion was adopted.

MR, CHAIRMAN
amendments to clauses 2 and 3,

tion is :

: There are no
The ques-

«That clauses 2 and 3 stand part of the
BlL”

The motion was adopted,

Clauses 2 and 3 weve added to the Bill.
Clause 4 was added to the Bill,

Clause 1.(Short title)
Amendment made :
Page, 1 line 4,-
for **1969™ substitute' “1970" (2)
(Shri P.C, Sethi)

MR. CHAHRMAN : The question is :
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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.



