535 Discuss. under Rule 193
Assassination of Maulvi Md.
Faroog Mirwaiz of Kashmir

[Prof. Vijay Kumar Malhotra]

never made it a party issue. When Shri
Jagmohan was sent as Govcinor, it came to
my mind many times-that he is the same
Jagmohan with whom we have continuously
fought. There was even a move to give him
aticket against Shri Khurana and me. But we
thought that even it a Congressman can
control and improve that situation, we should
forget our differences and be ready to take
any step to keep Kashmir intact.

Mr. Deputy Speaker, Sir, there are afew
things which should be first considered be-
fore calling back Shri Jagmohan from there.
It is being said that the people are getting
alienated and that is why Shri Jagmohan is
being called back. Just now, Shri Soz said
that a lot of people are getting alienated also
duetotheB.S.F.and C.R.P.F. presentthere.
Tomorrow you will say that they should also
be called back. Later, the armed forces which
are there and which are addreszd as “In-
dian dogs go back” and about which it is
being said that the forces are ther2 io make
them slaves: will be asked to be called back
astheseforces are also alienating the people
there. After all, there must be some limit 1o
alienation. When will this threat of alienation
stop? Under this threat, don't you think that
afterJagmohan's return the Government will
be asked to call back the forces also. This is
not a simple question. The armed forces,
security forces and the para-military forces
are allinvolved with this issue. As lhave said
earlier, atrocities committed on any innocent
personshouldbe condemned andthe matter
should be investigaled. The hon. Home
Minister has said in his statement that orders
have beengivento use minimumforce there.
Shri Jagmohan has also ordered to use
minimum force in the valley. It will certainly
strengthen the hands of Pakistan if we blow
out of proportion an incident of such nature.
Pakistan misinterprets these statements and
quotesthem throughoutthe world in atwisted
manner so that they do not get the true
picture of the situation. | would like to appeal
to all the hon. Members to express their
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reactions after considering all these things
and larger interest of the entire country in
view.

With these words, | conclude.
[Englisn ]

MR. DEPUTY SPEAKER: We will take
up discussion on this matter tomorrow. We
will have legislate business now. (Interrup-
tions)

SHRI SOMNATH CHATTERJEE
{Bolpur): Now the words of wisdom willcome!

MR. DEPUTY SPEAKER: We will dis-
cuss it tomorrow. Now we will take up legis-
lative business. ltem Nos. 16 and 17 will be
taken up together, for which one hour is
allotted.

18.26 hrs.

UNION DUTIES OF EXCISE (DIS-
TRIBUTION) AMENDMENT BILL
AND
ADDITIONAL DUTIES OF EXCISE
(GOODS OF SPECIAL IMPORTANCE)
AMENDMENT BILL

[English ]

THE MINISTER OF FINANCE (PROF.
MADHU DANDAVATE): Mr. Depuly
Speaker, Sir, as is mentioned in the revised
List of Business, ltem Nos. 16 and 17 will be
clubbed together and, therefore, | will move
both the Bills for consideration of the House.
| beg to move*:

* That the Bill further to amend the
Union Duties of Excise (Distribution)
Act, 1979 be taken into consideration.”

“That the Bill further to amend the
Additional Duties of Excise (Goods of

*Moved with the recommendations of the President.
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Special Importance) Act, 1957 baetaken
into consideration.”

The two Bills which | have moved today
arise out of the recommendations of the
Second Report of the Ninth Finance Com-
mission for 1990-95. The Report alongwith
the Memorandum as to the action taken on
the recommendations was laid on the Table
of the House on 12th March, 1990 as re-
quired under Article 281 of the Constitution.
In terms of the Article 180 (3) of the Consti-
tution, the Finance Commission is required
to make recommendations in regard to:

(a) the distribution between Union and
the States of the net proceeds of taxes which
are to be, or may be, divided between them
under Chapter 1, Part Xll of the Constitution
and the allocation between the States of the
respective shares of such proceeds;

(b) the principles which should govern
thegrants-in-aid ofthe revenues of the States
outof the Consolidated Fund of Indiaand the
sums to be paid to the States which are in
need of assistance by way of grants-in-aid of
their revenues under Article 275 of the
Constitution for purposes other than those
specified in the proviso to Clause (1) of that
Article; and

(c) any cther matter referred to the
Commission by the President in the interests
of sound finance.

As the hon. Members are aware, the
Ninth Finance Commission was constituted
by the President by his orders dated 17th
June, 1987. The Finance Commission was
requested inter-alia to suggest changes, if
any, to be made in the principles governing
the distribution among the States of the net
proceeds in any financial year of the Addi-
tional Duties of Excise leviable under the
“"Additional Duties of Excise (Goods of Spe-
cial Importance) Act, 1957." The two Bills
which are moved for consideration are for
giving effect through Parliamentary Legisla-
tion to the Government’s decision on the
recommendations of the Ninth Finance
Commission in their Second Report in re-
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gard to distribution of net proceeds of Union
Excise Duties and Additional Excise Duties.

Of the two Bills placed for consideration
of the House, the first one deals with sharing
and distribution of basic Excise Duties. The
Commission has specified the percentage
share of each State in sharable Excise Duty
for each of the five years of 1990-95. During
1990-91, an amount of Rs. 8,589.65 crores
is estimated onthis account. The Second Bill
relates to the distribution of net proceeds of
Additional Duties of Excise. Additional Du-
ties of Excise in lieu of Sales-Tax were
introduced in 1957 in Pursuance of the
decision of the National Development Coun-
cil in December, 1956. Additional Duties of
Excise have been levied and collected since
then by the Centre and the entire net pro-
ceeds from the three commodity groups viz.
Special varieties of the fabrics, tobacco in-
cluding manufactured tobacco and sugar
(excluding the proceeds attributable to the
Union Territories) have distributed to the
States in the manner recommended by the
respgctive Finance Commissions. It is esti-
mated that payment to the States on account
of Additional Excise Duties during the year
1990-91 will amount to Rs. 1,598.72 crores.

I would like to reiterate our Govern-
ment's commitment to place the Centre-
State Financial Relations on a right footing
so that Indian Economy moves forward and
results in balanced regional development.

| move both the Bills for the considera-
tion of the House.

MR. DEPUTY-SPEAKER: Motion
moved:

“That the Bill further to amend the
Union Duties of Excise (Distribution)
Act, 1979, be taken into consideration.

“That the Bill further 1o amend the
Additional Duties of Excise (Goods of
Special Importance) Act, 1957, be
taken into consideration.”
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There are amendments to the motion
for consideration suggested by the Mem-
bers. | would like to know whether they are
going to move these amendments. There
are two Bills. First is the Union Duties of
Excise (Distribution) Amendment Bill. There
are amendments.

[ Translation ]

SHRI GIRDHARI LAL BHARGAVA
(Jaipur): | beg to move:

“That the Bill be circulated for the pur-
pose of eliciting opinion thereon by

24th August, 1990." (1)

SHRI DAU DAYAL JOSHI (Kota): | beg
to move:

“That the Bill be circulated for the pur-
pose of eliciting opinion thereon by
31st August, 1990.7(2)

[English ]

MR. DEPUTY SPEAKER: Shri Ram
Naik—Not moving

SHRI HARISH RAWAT: | beg to move:
“ That the Bill further to amend the
Union Duties of Excise (Distribution )
Act, 1979, be referred to a Select
Committee consisting of 10 members,
namely:—

(1) Shri Dileep Singh Bhuria

(2) Prof. Madhu Dandavate

(3) Shii Satynarayan Jatiya

(4) Shri R. Jeevarathinam

(5) Shri P. R. Kumaramangalam

(6) Shri Peter G. Marbaniang

(7) Dr. P. Vallal Peruman

(8) Shri Banwarilal Purohit
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(9) Shri K.D. Sultanpuri; and
(10) Shri Laeta Umbrey

with instructions to report by the lastday
of the first week of the next session.”(4)

SHRIP.C. THOMAS (Muvathupuzha):|
beg to move:

“ That the Bill be circulated for the
purpose of eliciting opinion thereon by
3rd September, 1990.7(5)

SHRI P.R. KUMARAMANGALAM (Sa-
lem): | beg to move:

“That the Bill further to amend the
Union Duties of Excise (Distribution)
Act, 1979, be referred to a Select

~Committee consisting of 5 members,
namely:—

(1) Prof. Madhu Dandavate

(2) Shri Murli Deora

(3) Shri Eduardo Faleiro

(4) Shri Ajit Panja; and

(5) Shri P.R. Kumaramangalam

with instructions to reportby the lastday
of the first week of the next session.”

MR. DEPUTY-SPEAKER: There are
amendments to the Additional Duties of
Excise (Goods of Special
Amendment Bill.

[Translation ]

SHRI GIRDHARI LAL BHARGAWA: |
beg to move:

“That the Bill be circulated for the pur-
pose of eliciting opinion thereon by
24th August, 1990.7(1)

SHRI DAU DAYAL JOSHI: | beg to
move:

Importance) *
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“ That the Bill be circulated for the
purpose of eliciting opinion thereon by
31st August, 1990.7(2)

[English ]

MR. DEPUTY SPEAKER: Shri Ram
Naik— Not moving

SHRI HARISH RAWAT: | beg to movae:

“That the Bill be circulated for the pur-
pose of eliciting opinion thereon by
22nd October, 1990.7(4)

SHRI P.C. THOMAS: | beg to move:

* That the Bill be circulated for the
purpose of eliciting opinion thereon by
3rd September, 1990." (5)

MR. DEPUTY-SPEAKER: All of them
are moving.

PROF. MADHU DANDAVATE: There
is one difficulty regarding the procedure.
Some of the Members want to refer the
entire Bill to the Select Committee. Certain
names have been mentioned. Rules clearly
state that you must take the consent of the
membersbefore suggesting thatthey should
be the Members of the Select Committee.

SHRIHARISH RAWAT: We have taken
the consent.

PROF. MADHU DANDAVATE: My
consent is not there.

SHRI HARISH RAWAT: Your consent
is not necessary. Your consent is presumed.

PROF. MADHU DANDAVATE: | do not
want to disown my friend.

SHRI RAM NAIK (Bombay North): |
want to support his point that it cannot be
senttothe Select Committee. lhave with me
the Procedure Book of Kaul and Shakdher.
On page 476 at para 1 it is stated:

‘Consent of the Members whose
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names are included in the motion for
reference of a Bill to a Select Commit-
tee or joint Committee is not presumed
but has to be expressly obtained by the
Mover of the Motion.”

So, nothing can be presumed. Since his
consent has not been obtained, | think, this
motion cannot be moved. That is why, what
the Finance Minister has said is a valid point.

SSHRIHARISH RAWAT: tis very clear
from the motion itself.

PROF. MADHU DANDAVATE: | do not
want to embarrass my colleague and | give
my consent, provided it is passed. (Interrup-
tions)

MR. DEPUTY SPEAKER: | think they
have solved this problem themselves. The
Minister has given has consent on the floor
of the House. If any Member is not willing to
work as aMember, hisname canbe dropped.

SHRI SOMNATH CHATTERJEE
{Bolpur): Sir, the point is more fundamental.
The name cannot be given without ascer-
taining. It is not that afterwards it can be
ascertained because somebody lateroncan
say that he won'tdo it. Therefore itis notthat
any and every name can be included just for
the sake of giving a motion.

MR. DEPUTY SPEAKER: Does that
mean that the motion cannot be moved?

SHRI HARISH RAWAT: 1 have made it
very clear that we have taken the prior per-
mission from the Members. Prof. Madhu
Dandavate shall be there in the Committee
by virtue of being the Finance Minister.

MR. DEPUTY SPEAKER: The time is
very limited. Let us proceed with the discus-
sions. Shri Ajit Kumar Panja.

SHRIAJIT PANJA (CalcuttaNorth East):
Mr. Deputy Speaker Sir, now that two Bills
are taken up for consideration together, the
points being different, | am taking up the first
Bill first, that is Union Duties of Excise (Dis-
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tribution) Amendment Bill, 1990.

On the face of i, it looks very innocent
and also encouraging to the States. The first
report of the Finance Commission dated
29th July 1988, in item-2 provided for 40%
of the net proceeds of shareable excise
duties to be distributed among the States in
the percentages recommended by it.

In the second report for which this
Amending Bill has been brought, it has been
stated that a sum equivalent to 45% of the
annual net proceeds of shareable union
duties of excise is to be paid to the States.

Therefore, as | said, on the face of 1t, it
looks like as though the States are going to
get 5% more.

Mr. Rawat has put in his amendment
with my consent also. The formula which
was adopted under the first report of the 9th
Finance Commission seems to have been
departed from. You will be surprised to know
that the formula which has been adopted,
and very carefully-that is why the Govern-
ment came so quickly-is that the States
which are not having deficit budget will not
get the benefit of this sharing.

Now coming to the State of West Ben-
gal, it has presented consecutively three
budgets as zero budget. Therefore fromthat
formula, as there is no deficit budget, imme-
diately the sharing will not corne within this
formula.

SHRI NIRMAL KANTI CHATTERJEE
(Dum Dum): He referred to the revenue
deficit, not the overall deficit.

SHRI AJIT PANJA: Let me first make
my point. Whatever you want to say that will
come later. Ithink Prof. Madhu Dandavate is
the Minister although you are supporting
him.

The second point is, the poverty ratio
was taken into consideration because it is
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not adirecttax but anindirecttaxin whichthe
poorpeople also apay the excise duty. If one
goes to buy a box of match sticks whichis an
essential thing or a candle or a small little
thing in the villages where the people are
below the povetry line, he is affected by it.

In the second report it is said:

“In view of the poor quality of available
data, we are doing away with the pov-
eny ratio.”

Therefore the distribution according to
the poverly ratio has been given a go-by in
view of the poor available data. Who is
responsible for this? It is the Government in
their Statistics Department who havetokeep
the data up-to-data. The process is com-
plete and there is no doubt that Prof. Prash-
anta Mahalanabis theory of sample data is
available. When the poverty ratio is given a
go-by , the majority of the people pay more
of the excise duty, although it might be very
small individual amount. But a vast popula-
tion is paying for it. That is why we are
objecting to it. Instead of poverty, you are
taking backwardness as the criteria. What
backwardness is this? Is a no industry dis-
trict a criteria for backwardness? If the poor
people are not taken into consideration, if
their daily consumption basket is not taken
into consideration as to what is their daily
expenditure level, people balow poverty line
is still 30 percent of the entire population of
80 crore the basis of collection and distribu-
tion of excise is gone although they have to
pay excise duty. There is no exemption that
people below the poverty line need not pay
excise duty. Therefore, the whole basis is
wrong. | therefore submit that this has to be
circulated for eliciting publ:c cpinion as to
whether the basis is right.

The Ninth Finance Commission in the
Second Report (In the First Report they did
not do so) when the new Government came
in on 18th of December, they had the Sec-
ond Report—changed the entire criteria by
which the States having more people below
the poverty line will go on suffering, even
though those people will be bound to pay the
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excise duty that has been levied on various
items.

Another thing which | would like to point
out isthis, which is the basic question. There
was a census. Inthe previous Commission’s
Report, 1981 population figure was taken,
though | am against it and | argued for it that
the population figure should not be taken in
making allocation.

On the one side we are asking the
States to carry on the Family Planning
Programme, spending a lot of money on it to
see that there is family planning, that is the
limit of the family should be small. On the
other hand, we are saying that if there is
more pepulation, then the contribution to the
excise duty will also be more. This is abso-
lutely wrong. Sir, why in the Second Report
of the Nintk Finance Commission, 1971
census figure should be taken, and not the
1981 figure which is available with the Cen-
sus Department? Why 1971 censusistaken?
For this, no explanation is given. Accord-
ingly, you recommend that the distribution
among the States during 1990-95 of 45 per
cent of the net proceeds of union excise duty
should be done in the following manner: 25
per cent should be distributed among the
States on the basis of 1971 population. Why
in the Eighth Finance Commission and also
in the First Report of the Ninth Finance
Commission, it was taken as 1981 popula-
tion? Forthis, no explanation hasbeen given.
The Government does not come forward
with any explanaticn whatsoever in the Bill
as to why, when the latest census date is
available, they have not taken that. In 1991,
we are going to have another census. Now,
the population datais wrong: andthe poverty
level ratio is not taken into consideration.
Therefore, the whole country’s economy will
be top syturvied. Although ithas been stated
arithmetically—Prof. Dandavate will get
cangratulations—that it has increased from
40 per cent to 45 percent, the Ninth Finance
Commission by the jugglery of word and by
changing the very basis, it has created an
immense sufferingtothe people of the States
which are very poor havirg poor population.
It will be useless because we are having a
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figure of 1971. They have taken the 1971
censys for the distribution of excise duty and
the figure of 1981 census for the distribution
of excise duty and the figure of 1981 census
for collection. The excise duty is an indirect
tax to be paid by all people which includes
poor and also who are below the poverty
line, when they buy any goods on which it is
levied. This is not like income tax where
thereis directtaxation. Inincometax, the law
is very clear as to how much amount the
States shall get, out of the entire collection of
income tax.

Therefore, in one way you are taking
away the sales tax of the State and then
saying that we are giving you this. But on
what basis? Not on the poverty basis. Buton
the basis of backwardness. There is no
definition of backwardness. We do not know
whether it is the backwardness of the district
or the backwardness of the block or the
backwardness of the population or the back-
wardness of the State. How this is going to
be divided? This will create immense suffer-
ing. Instead of giving benelfit to the States
and the Union Territories, there will be in
equal distribution. In equal will be treated
equally and equal will not be treated equally.
This will be the position so far as this Act is
concerned.

So far as the next Act is concerned, as
it is being taken up together, | went through
the repori—the criteria of the first meeting of
the Ninth Finance Commission—when Rajiv
Gandhi's Government was there On 18th
December, whenthis new Governmentcame
in, the entire formula was changed.lf you go
in detail and read it carefully, it is being
shown that we are giving more to the States.
But on the other hand, by changing the
formula, the people in the States and the
Union Territories are going to suffer.

Sofar as the Additional Duties of Excise
(Goods of Special Importance) Amendment
Bill is concerned, the first renort was made
by the Ninth Finance Commission on 29th
July 1988 and had recommended that the
shar@s of the States in the additional duties
of excise for the said goods be distributed by
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giving equal weightage to State domestic
product and population. The average state
domestic product of the States for the years
1982-83 to 1984-85 and the population as in
1971 census had been adopted by the said
Commission in arriving at the percentage
shares of the States.

The second report on 18th December
1989 for the period 1990-95 had recom-
mended that the shares of the States in the
additional duties of excise for the said goods
be distributed by giving equal weightage to
State domestic product and population. They
have used the new series of comparable
estimates of State domestic product aver-
agedforthree years 1982-83 to 1984-85 and
the population as in 1981. The question is of
additional duties of excise on goods. We go
by the population of 1981. Kindly see that.
And when the distribution pattern comes,
they go by 1971. What could be the reason?
The reason is complete hoax and on the
States. When the collection is concerned,
1981- census because more people are
there more people are buying things, so
more collection of tax will take place. While
distributed the same ,1971 census is taken.
This is a fraud on the statute perpetrated by
this Government. | tried from the statute
perpetrated by this Government. | tried from
the Library and from the Research Wing. In
a fiscal stature, not in a single year, it was
treated like this by any Government that
while collection of taxes will take place, we
will take 1981 available census data but
while distribution will take place, we go to
1971. From more people, collect more, keep
more but while distributing, you give itto less
people. This is the way they are coming out
with their open-Government theory, value-
based Governmenttheory and trying to show
as if they are trying to have democratic set-
upinsuch amannerthatthe States are being
looked after better than it was being done
during the previous regime. It is not soonthe
face of it. | do notknow what isthe reason for
it because the Ninth Finance Commission in
ih.at respect has not given any report.
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Non-availability of data could not be the
reason. |could not find any the reason. Have
they stated that they referred it back to the
Government? Have they said that they re-
ferred it back to the Gvernment? Have they
said that we want to delay it? This Govern-
ment had time. What are the attempts made
to gelthese data from the Planning Commis-
sion? The entire Statistics Department is
under the Planning Commission. It is avail-
able at any time. Why was it not up-dated? It
is not updated. It could update it by taking an
idea of what is the development thatis taking
place. There are various criteria which could
be fed and by that formula, we could find out
by multiplying the same as on 18th Decem-
ber 1989 when this decision was taken. That
theory was nottaken care of. That was given
long time ago by Professor Mahalanob is
that if for any reason the sample, which has
been taken, has become back-dated, then
there is a question of updating it. And there
are several other established methods by
which it could be updated. This was not
being done in order to defraud the States.
Secondly, the Second Report starts like this.
“Previous Finance Commissions starting
from the second, were called upon to give
their recommendations on the principles of
inter se distribution of net proceeds of addi-
tional duties of excise among the States—(l
havernamed it as 'A’)—We are also required
to give our recommendations on this subject
according to Paragraph 5(a) of our Terms of
Reference. Paragraph 7 breaks new ground
by asking us—I am calling this as ‘B'}—also
to give our recommendations on the merger
of additional duties of excise with the basic
duties of excise. We are further required, in
the same para, to evolve a suitable formula
for allocating a part of the merged duties of
excise for the three—commodity groups for
distribution among the States.” So far as
mergerissueis concerned, it has been stated
thus: “Merger of additional duties of excise
with basic duties of excise was mooted inthe
paper on Long Term Fiscal Policy of Decem-
ber 1989." The present Prime Minister is the
author of this long Term Fiscal Policy of
December, 1989. You will be surprised to
know that the Ninth Finance Commission, in
its First Repont, says that since they are not
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getting enough data and there is some
opposition from the States and all the States
have not been consulted and therefore, they
referred it to the second meeting of the
Finance Commission. The new Government
came in on the 18th December, 1989. Al-
though the present Prime Minister is the
author of this long Term Fiscal Policy, you
will be surprised to knowthat in just ona line,
the second report of the 9th Finance Com-
mission said that merger is not necessary
now. Therefore, we are not doing the merger.
| would read out that sentence also. 'If you
don't take the entire package of doing so,
then justice is not done to the States.’ In the
second report of 18th December, 1989, in
Paragraph 8.4, it is given as "Much of the
opposition against merger stems from the
manner in which the tax rental arrangement
was administered in the past.” Then Para-
graph 8.7. says thus: “We, therefore, do not
recommend the merger of additional duties
of excise with basic duties of excise.” There-
fore, in the Long Term Fiscal Policy, there
are some poinls on which the Finance Bill
would function to give distributive justice to
the States not only in realisation but also in
distribution. One point is taken out of that,
namely, merger is given a go-by . And the
whole thing is sought to be brought in just by
showing some arithmetical figures that from
just 40 percent, they are giving 45 percent to
the States. Everybody is happy thinking that
we will be getting more. What is the provision
on by which we will be getting more? On
what basis has it been done? That point has
not been made clear. So far as the points of
this Bill are concerned they are deferring the
recommendation on merger issue until the
second meeting. The distribution of the net
proceeds of additional duties of excise are
already dealt with. The entire ground of
these two Bills is based on population and so
called backwardness. That basis is given a
go-by by saying that atthe time of collection,
1981 population will be considered and at
the time of distribution, 1971 population will
be considered. This will create terrible dan-
ger so far as the finance of the States is
concerned. The object will not be achieved.
However if it goes up to the end of August for
eliciting public opinion or even to a Select
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Committee wherein Prof. Madhu Dandavate,
our Finance Minister can be the Chairman.
We can ventilate and get the reasons for this
as to why it has been done in a manner.

[ Tragsiation )

SHRI RAM NAIK (Bombay North):
Mr.Deputy Speaker, Sir, | would like to ex-
press my views on the two amendment Bills
regarding the Excise Duty and Additional
Excise Duty (Distribution).

The first thing | would like to say is that
there is nothing like new Government or the
previous Government, as Shri Panja has
said. The Finance Commission was consti-
tuted by the previous Government only and
there was no change in personnel. This
report has been submitted by them only. So
there is nothing like the previous Govern-
ment or the new Government.

I would like to keep two important facts
here. | have moved a motion that this Bill
should be circulated for eliciting public opin-
ion. This distribution has been done for 5§
years, but it is based on economic policy of
the previous Government. Now there is a
new Government and there are new Mem-
bers in the Lok Sabha and the people also
have new aspirations. So it is necessary to
hold a debate on this Report in the Lok
Sabha . It is also necessary to know the
public opinion on this report. | would like to
submit one thing. | have got information that
earlier, no debate was held on the Finance
Commission Report. But a debate was held
on the report of Eighth Finance Commission
and Prof. Madhu Dandavate was the first
speaker. It was held on the Sth October,
1984 and 12 Members participated in it. Shri
Somnath Chatterjee, Shri Y.S.Mahajan,
Shrimati Geeta Mukherjee, Shri Unnikrish-
nan and Shri Chitta Basu of the present Lok
Sabha were also some of the Members who
participated in it. So | would like submit here
that adiscussion should be heldinthe House
on this report of Finance Commission and
we should get an opportunity to express our
views,
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THE MINISTER OF FINANCE (SHRI
MADHU DANDAVATE): | am very happy
thatthere are people who read our speeches.

SHRIRAMNAIK: 1am also every happy
the way hon. Finance Minister is responding.
| hope, he will give us an opportunity to hold
a debate on the report this time, as he
himself did on the previous report. In this
regard, our opinion as well as the public
opinion should alsc be elicited and so both
these Bills should be circulated.

Now this Commission has stbmitted
two reports first report and second reperi.
There are some discrepancies in these two
reports. | would Like 1o given an example of
West Bengal and also Maharashtra, in par-
ticular, the State 1c which | belong. The first
interim report, described Bombay and Cal-
cutta as two big cities where people from the
entire country go in search of jobs etc. Bolh
these cities are facing problem of slums.
Slum development is cousing great anxiety
as so many problems have come up as a
result there of and to solve the problems of
these two cities, a special grant of Rs. 50
crores was recommended for each of them
and the States were also asked to provide
matching grant. An amountof Rs. 100crores
were to be used for the development of
Bombay and Calcutta. Now in this second
report, all the problems are the same, but
there is no mention of the grant for Bombay
or Czlcutta. | would like to know how this has
happened. Inthe interim report, Rs.50 crores
were recommended but in the final repon,
nothing has been mentioned and the prob-
lems remain as they were.

With your kind permission, | would like
to raise a point regarding the railway facilities
in Bombay City particularly in my area where
about 25 lakh people reside in the 20 Kilo-
metre stretch between Andheri and Jagesh-
wari and there is not even a single rail
overbridge to facilitate the easy movement
of people and goods, over the rail tracks.
There are many other similar problems of
that city. Therefore, when the Finance
Commission in its first report recommended
the grant of Rupees 50 crores, all sections in
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Maharashtra including the Government and
the Bharatiya Janata Party had unanimously
requested that a special grant of minimum
1000 crore rupeas should be given to solve
the various problems being faced by Bom-
bay city. About 80% of the total amount of
income tax and excisa collected throughout
the country comes from Bombay and Cal-
cutta alone. These two cities are like Milch
cows. Hence you should provide fodder to
these cows, otherwise, how do you expectto
get arich yield frcm them? |, therefore, urge
that a metropolis like Bombay should be
given a special grant of one thousand crore
rupees.

The recommendations of the Finance
Commission in respect of grants can be
-een on page 89 of its second repott. li can
be seenfrom Table IV of that report that they
have not recommended any amount of grant
to four States viz. Maharashira, Karnataka,
Haryana and Gujarat. These four States do
not have any deficit because with a view to
do their work within their own resources,
they impose new taxes. But | fail to under-
stand the reasons for punishing those States
which maintain a financial discipline and
keep their deficit under check. Such recom-
mendations are unjustified | have nothing
against Uttar Pradesh, but Maharashtra,
Karnataka and Haryana have been deprived
of the Central grants just because of the
State U.P. Uttar Pradesh has been given a
grant of 3,235 crore rupees. That is gross
injustice. You too have talked about the
illogicality of these recommendations, |
demand a discussion to seek the opinion of
the Housetoremove these disparities on the
basis of the 1971 census.

These seems to be no substance in the
way allocation of grants has been made. |
will give you the example of Maharashtra.
Such examples can be found in the case of
other States too. | have attempted to make a
comparative study. The rate of distribution of
incoMme-tax which was 11.5 (percent) as per
the reccmmendations of the Seventh and
Eighth Finance Commission has been re-
duced to 8-19 (per cent) by the Ninth Fi-
nance Commission. The share of Mahar-
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ashtra in the Central revenues has been
reduced by 3.31 per cent. The percentage of
share of that state in the Central revenues
(excise duty) which was 8.68 as per the
recommendations of the Sixth Finance
Commission, has now been reducedto 5.18
percent. Alsothe shareofthat state in excise
duty has been reduced by 3.40 per cent.
Similar examples can be found in the case of
other States too. The criteria being followed
for the purpose of distribution is nothing buy
an act of injustice against those States which
have been exercising a financial discipline.
There for, necessary clarifications should be
made in this regard.

Last December, |had made areference
to the small scale savings, wherein some
percentage of the Provident Fund is given to
the States. Maharashtra had been put to a
loss of rupees 1,600 crores on that account
during the Seventh Five Year Plan, due to
the directives issued by the Central Govern-
ment. When | raised this issue at that time,
the hon. Minister said that the House would
be informed of the reasons for this and also
about the improvements that could be made
in this regard. | agree that Shri Dandavate
has a lot of word at hand, but the House has
notbeen supplied with the required informa-
tion so far. Maharashtra has always been a
victim of this kind of injustice and it is being
perpetrated on it even now.

These are the points | wanted to raise.
We shall support these Bills and see that
they are passed, but itis also necessary that
permission is given for a discussion on this
report. Secondly, you should endeavour to
make an allocation of Rupees 1,000 crores
for Bombay city in the next five year plan.
The House should be informed of the stand
ofthe Government in this regard. The States
exercising financial discipline should not be
penalised. With these words, I support both
the Bills and expect the hon. Minister to reply
to the points raised by me.

[English ]

SHRI SUSANTA CHAKRAVORTY
(Howrah): Mr. Deputy Speaker, Sir, conse-
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quent upon the change in the recommenda-
tion of the Second Report of the Ninth fi-
nance Commission and the subsequent
acceptance of the Government of the same,
these amendments have become impera-
tive. Now, the shares of the States as aresult
of these amendments have increased. The
basis for devolution of the net receipts of the
excise duty have also undergone a change.

So far as my State, the State of West
Bengal is concerned, the Government of
West Bengal is happy to note that its share
tothe entire excise duty has increasedthough
not to a large extent but at least to a little
extent. | am happy fo note that Mr. Panja is
shedding tears for West Bengal. But for the
last few years, they have deprived West
Bengalonthe pleaofforming astrong Centre.
Sir, The Central Excise Duty is anindirect tax
levied by the Centre and the commodities
manufactured in the country. Upto 1975,
there were 67 commodity groups which were
covered by the Gentral Excise. Inthe Budget
of that year, a new item was introduced viz.,
Tariff ltem 68 which covers goods not other-
wise specified. The schedule to the Central
Excise Tariff Act 1985 covers 96 chapters
and goods falling under each chapter are
divided and sub-divided into headings and
sub-headings. From that year onwards,
almost, all the goods manufactured in the
country has beenbrought underthe purview
of the Central Excise Act. So, to enter into a
discussion on the excise system in our coun-
try is just to enter into a iabyrinth wherein we
can play an unending game of hide and seek
like the assessors and assesses.

There is no Constitutional obligation on
the part of the Central Government to share
the Central Excise Duty. It is rather optional.
Still the fact is that the magnitude of the
resaurces and the principle of distribution
haveraised questions. The States havebeen
clamouring for more funds and the share of
the states after the recommendation of each
subsequent Commissions have increased
to alarge extent. It has beenincreased intwo
ways. In case of Income Tax, it has been
raised by raising the Proportions of Income
Tax. In case of Excise Duties, it has been
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raised by adding moreitems underthe Excise
Act.

As far as the recommendation of the
Finance Commission is concerned, the di-
visible pool of excise duty should include the
net proceeds of all excise duties including
the special excise duty but exclude duties
collected under the Additional Duties of
Excise Act and the earmarked ceases. The
departure is here. Now the entire amount of
45 per cent of Union Excise is to be treated
as aconsolidated amount. The question that
arises if this. Has the poverty been given any
weightage? The fact is that the Ninth Fi-
nance Commission has reported that in the
case of distributing the Income Tax, the
poverty level has been taken into considera-
tion. The income of each State has been
taken into consideration. So, they have now
changed their decision, and relied of the
parameters that have been used in this case
by the first reponr, i.e. population of 1971,
percentage of income-adjusted population,
and the index of backwardness. And the
backwardness was calculated on the basis
of distance of per capita income of a Stale
during the triennium 1982-83 to 1984-85
from that of the State having the highest per
capita income, Viz. Punjab. So, the need of
the deficit State has not been taken into
consideration, or the poverty level has been
ignored are not the facts.

Poventy has been taken into considera-
tion in other cases. Still | am of the opinion
that while distributing shares to the States,
and the Government must see that the
dependence of the States on the shares is
minimized.

Inthe case of additional excise duties, in
the absence of reliable data of domestic
production, the 9th Finance Commission
has relied upon the latest available, compa-
rable estimate of SDP average for three
years, viz. for 1982-83 to 1984-85, and the
population as per Census Report 1981. Now,
the questionisthat the share of the State has
increased. Still, the States demand that more
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funds should be given to them, because they
are becoming weak. Some say this is no
mere fancy-wishing for larger funds. But
most of the States are hard-pressed for
resources to maet their welfare obligations,
and other economic obligations. So, more
funds are to be given o the States.

The First Finance Commission, in its
report, stated:

“The method of extending financial
assistance should be such as to avoid
any suggestion that Central Govern-
ment have taken upon themselves the
responsibility for helping the States to
balance their budgets from year to
year.”

Now, apparently | have no abjection to
it; but it we go deep into it, it is found as if a
master is talking to his slave—a master with
an iron rod in his hand asking the slaves:
‘Unite, unite’ whicn actually means.'Split,
split’. This thing cannot go on for long.

The present practice of levying addi-
tional duties of excise isinthe nature of atax-
rental arrangement. Almost all the States
are critical about the operation of this tax-
rental arrangement. Regardingtheincidence
of additional duties, an assurance was given
in 1972 that it would be raised to 10.8% but
only in 1990 this has been raised to 10.7%.
This delay in raising the incidence has
aroused suspinion ub the minds ofthe States;
and this suspicion must be remoyved, if we
want to develop a healthy Centre-State rela-
tionship.

Lastly, | have already mentioned that
the arguments in favour of the peraining
distribution system have been given in the
name of developing a strong Centre, al-
though the tax—base, as it stands new, is
very muchinelastic for the States. The Centre
has larger share, and the States are becom-
ing weak. They are roaming from door to
door with beggar’s bowelin their hands. That
is not a healthy position. A strong Centre, for
what? For combating provincialism; for
combating regionalism, for combating sepa-
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ratism? If this is so, our experience shows
that alithese havefailed. And astrong Centre,
against whom? Against Pakistan, against
America, or against the people themselves,
the people of India themselves?

Now the plea has been used only to
weaken the people of India and the States in
our federal structure. To make the federal
structure strong, we should bid a good-by to
this practice. We should bear inmind whether
the Indian polity is considered a federal cne
in a strict sense or is considered a federal
one in a strict sense or is merely quasi-
federal, the contribution of the States to the
political and economic integration of the
country is very vital. But their status and
importance has been systematically impaired
inways which affectthe country's unity under
the erroneous belief that Center's writ by
itself can ensure national integration. The
sooner we come out of it, the better.

The Finance Commission is supposed
to be a neutral export authority. But the
neutrality of the finance Commission has not
been maintained. Sometimes even the rec-
ommendations of the Finance Commission
have not been adhered to. | thank the N. F.
Government that they are at least willing to
adopt and implement the recommendaticns
of the Ninth Finance Commission.

With these words, Sir, | support the
amendments moved by the hon. Finance
Minister.

[ Translation }

SHRI GIRDHARI LAL BHARGAVA
(Jaipur): Mr. Deputy Speaker, Sir, | have
moved an amendment for circulation of the
Union Duties of Excise (Distribution) amend-
ment Bill and the Additional Duties of Excise
(goods of special importance) Amendment
Bill for the purpose of eliciting public opinion
thereon. | would like to draw the attention of
the hon. Minister to the fact that excise duty
is levied on those goods only which are
produced inthe factories. The Ninth Finance
Commission in its report had made an addi-
tional provision of 5 per cent for the States
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to meet the financial exigencies. Now that
provision has been done away with, A provi-
sion has been made under which the entire
amountof 45 percent istobe released tothe
State Governments. it was in the frist report,
that the provision of 5 per cent was made for
the State Governments. | would like to know
the reasons for doing aways with the provi-
sion of 25 per cent additional amount for the
States. Mr. hon'ble Minister, Sir, | feel that
even now it is essential to continue with that
provision of 5 per cent, in order to provide
financial assistance to the backward States
facing a financial crisis. May be that the
states like Maharashtra, Gujarat, Bengal and
Punjab do not stand in its need but | believe
that such an assistance is very much re-
quired by the backward states like the one
which | represent here. The State of Rajast-
han should be paid special attention.

The recommendations made by the
Ninth Finance Commission in its report were
based on the 1971 census. It has been the
criteriafor distribution of taxes as fixed by the
Ninth Finance Commission. The allocation
for the period 1990-1995 has been made on
the basis of the 1971 census. | would like to
requestthatthe census of 1981, and not that
of 1971 Should be taken as the base for the
purpose of such distribution. That is my
humble request.

Secondly, the average per capita in-
come should be taken on the basis of the
income of three years viz. 1982—83, 1983-
84 and 1984-85. In this case too, the par-
ametre used was the population of 1971.
Vherefore, | would like to request that the
1981 census, and notthe 1971 census should
be taken as the basis for calculating the
averaae per capita income. Moreover the
powér of fixing the State’s share inthe Central
Excise Duty should rest with the Central
Government. That is not the case in respect
of income tax because whatever amount of
share of the State Government in the total
income tax receipts is justified on the basis of
the existing criteria has to be transferred to
the respective state. You have taken the
criteria of production and population for cal-
culating the state’s share in Central reve-
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nues, but this is not right because Excise
Duty is levied by the States and as such the
area of the State should be taken as the
basis. Therefore, | request the hon. Minister
toseetoitthat areashould also be taken into
consideration in the case of, Rajasthan, as it
is a desert area and as such the density of
population is naturally very low. Although
Rajasthan is a big State in terms of size, it
has got a very low density of population. For
example, if a well is to be dug, or pipes are to
be laid in order to provide drinking water in
these state, a lot of expenditure would be
incurred on installing hand-pumps ordigging
wells, but the beneficiary population would
be very small. | am thankful to you for keep-
ing the entire amount of 45 percent as a
consolidated amount, but you should make
a provision for creating a separate fund of 5
percent for the state of Rajasthan keeping in
mind the special circumstances prevailing in
Rajasthanitisinhabited by a large number of
tribals and a large number of people are
living below the poverty line, the State has no
source of income, there is an acute shortage
of water and power and the kharif produc-
tion has also been very low. The Congress
has not been able to uplift the lot of the
Scheduled Castes and Scheduled Tribes
despite the continuance of reservations. You
too have extended reservations for a period
of another ten years and | hope that unlike
the Congress party, the new Government
won't neglect the backward States and |
would like to request you to make a provision
of 5 percent assistance to the States facing
afinancial crisis and to pay special attention
to the state of Rajasthan.

The second thing | want to say is that
instead of sales tax, additional excise duty is
levied on tobacco, cloth and sugar. In his
report, Shri Kamlapati Tripathi had said that
the provision of sales tax should be done
away with and excise duty should be im-
posed only on five items viz cement, Petro-
leum products, vegetable oils, paper and
medicines. Iwould like toremind here that 11
years back, the Janata Parly Government
had announced the imposition of additional
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excise duty on cement, paper, petroleum
products, medicines and vanaspati after
doing away with the provision of sales tax on
these items. Therefore, additional excise
duty should be imposed after abolishing the
sales tax because | believe that the image of
the present National Front Government is
that of the people’'s Government.

We should therefore, not forget the
promises made by our party 11 years ago. |
would liketo request that a committee should
be set-up to decide the commadities other
than these five commodities on which addi-
tional excise duty in lieu of sale tax may be
imposed and the committee should be asked
to submit its report within three months. We
aswell as Congress and its leader Shri Rajiv
Gandhi had promised to abolish Sates tax.
And now the traders are paving for it. Lakhs
ofthetraders are tacing difficulty dueto it and
it has given rise to rampant corruption. It is
this sales tax which is the root cause of
corruption and price rise in the country.
Therefore, decision should be taken to abol-
ish it. | would like to remind this too that Shn
Vishwanath Pratap Singh himself had said
as the Finance Minister that he would abol-
ish sales taxes it is the mother of corruption
and mine of black-money. Now, as he has
become the Prime Minister from Finance
Minister he should keep his promise and
abolish the sales tax. The Finance Commis-
sion has also sent a proforma to the legal
bodies of all the states in order to formulate
an ideal sales tax law. Again the Ninth Fi-
nance Commission has made arrangements
to collect reliable data about the consump-
tion of Sugar, Tobaccos and cloth inorder to
fix additional excise taxes. The excise duty
collected from these three commodities is
not being given to the states as recom-
mended by the Finance Minister. This is so
due to the non-availability of data regarding
the production and revenue received through
sales tax. The Ninth Finance Commission
also has expressed its helplessnessin fixing
the amount of extra excise duty in the ob-
serve of reliable data about the consumption
of sugar, Tobacco and Cloth.

Therefore, they should fix direct taxes
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for the states on the basis of National
Sample Survey. Therefore, | would like to
request that the states which provide the
data regarding the consumption of these
three commodities should be given greater
amount and population of 1971 should form
its basis. Therefore, | would like to request
that we should make a provision of additional
excise tax in lieu of sales tax by abolishing
the sales tax. So, in accordance with the
election manifesto of Congress as well as
that of the National front additional excise
duty should be levied and sales tax should
be abolished. This is my suggestion as well
as demand.

SHRI DAU DAYAL JOSHI (Kata): Mr.
Deputy Speaker, Sr, according tothe amend-
ments proposed about excise duty and
additional excise duty as perthe report ofthe
9th Finance Commission it has been de-
cided that a fixed amount will be provided to
the State Governments through it. As Shri
Ram Naik nas told that the regions and
states like Bombay and Gujarat are not will-
ing to forego their rights. And this is correct
also. Thoughthe entire Indiais backward but
Rajasthan is even more in every field. Be-
sides, it is educationally very backwards as
it stands 14th among the states in the field of
education. Again, it is backward in rail net-
work also. The Capital of Rajasthan is con-
nected with metre gauge line, andthe people
who want to go to Ahmedabad have to travel
via Baroda.

Mr. Deputy Speaker, Sir, Rajasthan is
known as a desert region. A large part of
Rajasthan is covered with Aravali Mountain
range. Again due to geographical situation
Rajasthan known as the most backward
region. We have a socialist Finance Minis-
ter, | would therefore, like to request him that
he should specify his criteria for distributing
excise duty and additional excise duty as per
the recommendations of Ninth Finance
Commission. The Congress (I) Members
alsodesiretoknow the criteria. Would indus-
trial backwardness be kept in view. Rajast-
han is only such state which is backward in
every respect i.e. in the field of industry,
agriculture, irrigationalfacilities. Therefore, |
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would like to request the hon. Minister to
recover crores of rupees which are lying as
arrears with the industrial houses and to
distribute them to states. | am saying this
because in reply to question the Finance
Minister had told this House that there arc
arrears of excise duty to the tune of Rs. 576
crores against 16 big industrialhouses. These
rich capitalists have accumulated millions
and billions of rupees and go up to Supreme
Court to defend themselves with the help of
their permanent and salaried advocates. The
Finance Minister is, therefore, requested to
make speedy recovery of arrears of excise
duty to the tune of crores of rupees and it
should be distributed 1o the States. The
Government should give pricrity to Rajast-
han while distributing this recovered money,
otherwise development in Rajasthan would
suffer and it would remain a backward State.
Therefore, | would like to request that this
proposal should be publicised for three
months to elicit public opinion.

[English)

PROF. MADHU DANDAVATE: We had
avery interesting short debate. Butwhen my
friend Mr. Ajit Panja initiated the debate,
though he is the former Finance Minister, he
forgot certain conventions and certain tradi-
tions regarding the Finance Bill and also the
consequentials. He wanted to transfer the
entire responsibility on the new Govern-
ment. | do not want to have any aciimony.
But only o put the record straight, | want to
inform this House that the second report of
the Ninth Finance Commission was pre-
sented on 18.12.89. The Finance Commis-
sion was headed by an eminent economist,
Mr. Salve. lthink, t was a good document in
spite of certain shortcomings. And normally
the convention in the House for the last
several years has been that whenever the
Finafice Commission's report is submitted, it
is broadly accepted. there is a certain ra-
tional behind it. The Finance Commission is
a statutory body. Ilts recommendations are
generally treated by convention as an award.
And no matter whichever be the party in
power, generally the convention is that we
accept those recommendations broadly. And
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of course, these are enabling provisions. In
the budgetary proposals it does happen that
sometimes allocations are made which go
beyond and sharing is also slightly improved.
I have got with me a short summary of all the
reports and ambit of various Finance Com-
missions from the firstto the Eighth one. | will
not bother the House by trying to find out
what one of our friends rightly pointed out
how even the commodities to be included for
excise duty and consequent sharing also
went on expanding and it is a welcome
process.

Another aspect that | would like to paint
out to the hon. House is that apart from the
changes that have taken place, there are
certain terms of reference by which even the
Finance Commission is bound. The terms of
reference requirethat 1971 population should
be taken as the basis and not 1981. | do not
want to blame Mr. Salve! But what could he
do if the frame of reference and terms of
reference restricthimto particular action and
he could not go beyond that. Of course for
distribution of additional excise duty in lieu of
sales tax in 1981 a proxy consumption was
assumed. That was the rationale that had
beengivenby the Finance Commission. Not
that | and you are satisfied by all the recom-
mendations certain aberrations and distror-
tions have taken place, as my friend Shri
Ram Naik pointed out about Maharashtra.
Shri Ajit Kumar Panja rightly pointed out
about West Bengal.

SHRI AJIT PANJA: Is it true that 1971
census is taken for distribution and 1981
census istakenfor collection. My pointis that
it you take 1971 as cut out line, take 1971 for
collection of taxes as waell as for distribution
of taxes. How could you take 1981 census
for collection and 1971 census for distribu-
tion. Then it will be unfair to in the States.
That is my point,

PROF. MADHU DANDAVATE: I tried to
find out what was the rationale that was
given by the Finance Commission. They say
that for distribution of additional excise du-

MAY 24, 1990

Addl. Duties of Excise 564
(Goods of Spl. Imp.) Amend. Bill

ties in view of sales tax which is tax rental
arrangément and not part of the devolution,
the Commission adopted 1981 Census as
the proxy for consumption. That is the argu-
ment. | do not fully agree with him, but you
musttry to understand what was the ration-
ale thatwas offered by them and why for one
item they selected 1971 and for others they
selected 1981. | would also like the House to
take note of the fact that when | presented
the Budget proposals, fortunately the 1990-
91 Budget which takes into account the
recommendations made in the Second
Report of the Finance Commission was
provided much larger amounts as shares of
the taxes and statutory grants to States. For
instance, in the 1989-90 Budget Estimates,
the share of taxes was Rs. 12438 crores
whereasin 1950-91 Budget Estimates it was
Rs. 14426 crores. As regards the gap in
1989-90 Budget Estimatesitwas 1971 crores
and in 1990-91 Budget Estimates it was Rs.
2546 crores and it you add them together in
1989-90 Budget Estimales the amount is
Rs. 14409 crores and in 1990-91 it is Rs.
16972 crores and therefore, it will be an
improvementof the orderof Rs. 2563 crores.
| would have been extremely happy if there
were no resource constraints and if | would
have been able to have a better sharing of
the resources in the States because | am
among one of those who always believe that
it is not sense in going into the controversy
whether Centre is powerful or the State is
powerful. | believe that even if the Centre is
tobe strong, only atthe base, if the states are
strong, then only we can have a strong
Centre. And even those who want a strong
Centre, must realise that if the apex is to be
strong, in that case the base has to be
strong. And, therefore, from that point of
view, more financial resources should be
available.

Now, these are some of the distortions,
but most important is the amendment that is
moved by a number of friends. Some other
friends wanted it to be referred to the Select
Committee, other friends wanted itto be sent
for circulation. Qur friend from Rajasthan
who is known as the hero of the Bills has also
suggested that this should be circulated for
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eliciting public opinion. Now, there is one
difficulty that you do not realise. There are
number of financial constraints in a number
of States and you will be surprised to know
that after the overdraft system has been
almost dispensed with and the Reserve Bank
has tried 1o tighten the monetary position, |
think the Central Government is trying to
take an accommodative paosition as far as
the States are concerned and those States
which said that they are in a very bad condi-
tion, we have made constructive proposals
to all of them that if you are in a financially
difficult position, there is only one option
available to me on the basis of the Finance
Commission's Report that if certain shares
are tobe made available to the States in that
case, accepting that they are going to be
accepted by the Parliament, | would calcu-
late what will be your shares for the coming
three months. And | will be prepared to grant
to you three months in advance this particu-
lar amounts which will be very useful, espe-
cially for North East Regions, hilly regions,
some of the backward regions and the States
which are having acute financial difficulties.
And if thisis to be done | think: (Interruptions)

AN HON. MEMBER: Rajasthan is a
backward region.

SHRI SAMARENDRA KUNDU
(Balasore): Qrissa is also a backward State.

PROF. MADHU DANDAVATE: Rajast-
han and Orissa for instance are also ac-
cepied as backward States. | know it very
well. (/nterruptions)

Before you say that, | will say that in
terms of the deserts, in terms of the irriga-
tions facilities, in terms of communications,
allthe States are already included. The listis
given. Therefore, Yamuna Prasad Shastriji,
| need not again and gain refer to your
backwardness—not politicalbackwardness.
In tact, some of the States which are politi-
cally advanced, are financially backward.
That is a great paradox. Of course, some
States like Bengal are politically advanced
and also financially advanced. That is a
different proposition. Therefore, we will take
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proper precaution to see that advance assis-
tance is given. And, therefore, if we want to
calculate their share for three months in
advance and grant them the necessary
assistance, we should have the latitude and
the permisison to accept the recommenda-
tions of thé Finance Commission, calculate
the sharing according to that, and that too
according to the traditions and the conven-
tions, and assist some of the State which are
badly in need of the finances. That is one of
the propositions. Panjaji rightly raised the
question of merger and also others have
raised the questionthat the additional excise
duty should be merged with the excise duty
ingeneral. There you will be probably, pleas-
antly or unpleasantly, shocked to know that
most of the States have opposed before the
Finance Commission, the merger of the
additional excise duty into the general ex-
cise duty. That again was the constraint that
was faced by the Finance Commission. 1 do
not want to retrospectively defend every-
thing thatthe Finance Commission has done,
but | tried to understand what was the con-
straint that Mr. Salve faced. |am not reterring
to political constraints, | am referring to only
financial constraints. Therefore, | feel that,
by and large, some of the distortions and the
imbalance which you have suggested are
not doubt there, but there are ways and
means by which these imbalances can be
corrected by sources beyond the sources
available for sharing with the States. We are
trying to devise steps and machinery and
methodology to find out those States which
have financial difficulty, those States which
are financially and economically backward,
those States in which large sectors of Adiwasi
areas arethere, and also those States which
have got large deficits. How it will be possible
for us to assist them in a different manner,
not kelying only on the sharing of the re-
sources in terms of the Finance Commis-
sion’s Report, is to be indicated.

Shri Ram Naik referred to my initiation
of a debate on the Finance Commission's
Repon in the last Parliament. He is correct.
But, at the same time, at the end of that
debate, we were forced to tell the Finance
Minister—at that time Mr Y.G. Chavan—
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[Prof. Madhu Dandavate]

who was the Chairman of the Finance
Commission also... (Interruptions)

AN HON. MEMBER: He was not the
Finance Minister.

PROF. MADHU DANDAVATE: Not the
Finance Minister. He was the Chairman of
the Finance Commission. It was a slip of
tongue. Sir, there are so many veterans that
lconfuse one for the other. But | do notmean
any disrespect to them. Therefore, Sir, we
had to assure him that we knew that the
discussion on the Finance Commisison's
Report would be a theoretical type, but we
hoped that whoever be the prospective
Chairman of the coming Finance Commis-
sion, would take note of what we were saying
atthattime about the Finance Commission's
Report of Mr. Chavan, so ihat it would be a
guide for the future. From that point of view
we had conducted the debate. None of the
suggestions and amendments which we had
suggested in that Finance Commission's
Report were accepted. Of course, | am glad
that whatever we discussed in that debate,
was, to some extent, useful in the next Fi-
nance Commission’s Report. Though every-
thing was not accepted, partly all the sug-
gestions were accepted. These being the
constraints and thesebeing the Constitutional
bodies, broadly we have accepted all the
recommendations and included them in the
Budget. It istoo late in the day to accept your
amendment and sent it for circulation. That
will create further difficulties for evaluation
and calculation. That will create difficulties
forthe States which are asking us to give the
Cantral quota from sharing and remove their
difficulties. In the light of this, | will say to
every Member that in spirit | am accepting
every amendmentbut inreality lam rejecting
every one of them. Therefore, | appeal to all
the Members to withdraw these amendments
and allow both the Bills to be passed unani-
mously. (Interruptions)

SHRI SAMARENDRA KUNDU: One
small clarification, Sir. | will not take more
than half a minute. This clarification arises
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from the hon. Finance Minister's speech. ltis
good that the Ninth Finance Commission
has suggested some way to help the States
which are running in deficit. For that, 5% of
the sharable excise duties is there. We ara
forthat. Butthe Finance Minister knows very
well that some of the backward States like
Orissa, Rajasthan, etc. are over-burdened
with deficits because of the previous Gov-
ernment. As far as Orissa is concerned,
there is a carried over deficit of Rs. 135
crores with whichthe new Government inthe
State has to face because these deficits
have been created by their mismanagemaent
mal-administration and also due to certain
direction of the Central Government in re-
gard to increase of the wages and salaries
for the employees, etc. | would like the hon.
MiniSter to bear with us. | do not know how
much this 5% allotment of the shareable
excise duties amounts to in the case of
Orissa and other States. If it does not meet
the carried over deficit of the States, would
the hon. Finance Minister try to or give the
balance to such poorbackward States? There
are 11 backward States in India which are
below the National per capita average. In
India there are two ‘countries’, rich and poor
the gap is increasing. We are taking of North
and South divide oninternational spheres. In
India, we should look at the position. There-
tore, my humble 1equest to the hon. Member
is very reasonable. He is very humours, very
good particularly to the backward States and
| hope he will bear this in mind and do
something,

SHRI RAM NAIK: Sir, the hon. Finance
Minister has rightly said that whatever has
been discussed will be useful to the next
Finance Commission. But there hasbeen no
debate on the Finance Commission’'s Re-
porte. What we are discussing here is for
hardly two hours. So, my request is that
there should be a special debate on that,
whan we can explain it fully. So, will the hon.
Finance Minister agree to my point of view?

PROF. MADHU DANDAVATE: We can
have a post-mortem of the Finance Commis-
sion’s Report.
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SHRI NIRMAL KANTI CHATTERJEE:
{Dumdum) Sir, one of the distinguishing
features of the Finance Commission is that
forthe firsttime, a reference was made inthe
termsthatit should have normative approach
and secondly instead of revenue non-plan
deficits, plan deficits are also to be taken into
account. Mr. Salve was a friend of mine and
he was the Chairman of the Finance Com-
mission. When he came to Calcutta he
wanted me to appear before the Finance
Commission and | did that. Sir, the hon.
Minister has said that we can have post-
mortem of the Finance Commission’s report.
In fact, the first thing which | proposed was
that you have to have norms. Who will fix up
the norms today? In the course of last four
decades of freedom, norms should have
normally emenated from the Planning
Commission. They have to take a total view
and on the basis of that they can alone
decide which State will require, how much?
If that be so, | made a proposal which | do not
think Prof. Madhu Dandavate will be in a
position to accept today. That is, your first
recommendations should be that the Fi-
nance Commission be eliminated from the
Constitution and secondly, instead of that it
ts the Planning Commission which should be
made the Constitutional body which should
be appointed by inter-State Council and ask
them for allocation among the States. This
kind of thinking, as we have got experience
of over 40 years, should be considered. In
the case of West Bengal, | would say that
when they estimate certain figures, the Fi-
nance Commission’s report is that the deficit
is Rs. 544 crores and the grant is Rs. 134.82
crores. Would you imagine for 1994-85, the
recommendation is that their estimated defi-
cit would be Rs. 196.57 crores that is, almost
17/3. The recommendations is that the grant
will be more than the initial figure which will
be Rs. 274 crores. These are the peculiari-
ties of the recommendations which are there.
It is regarded as the most curious Finance
Commission ever functioning in the country.
Itherefore plead that adebate onthe recom-
mendations of the Finance Commission
should be undertaken in the House which
will be post-mortem which will be a post-
mortem no doubt, but post-mortems are
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beneficial for future generations.

PROF. MADHU DANDAVATE: Sir, |
fully agree with his suggestions, but | am in
your hands. At some stage if wecanhavethe
discussion notonly onthis Finance Commis-
sion report, but on the very structure and the
terms of reference of the Finance Commis-
sion, that will be very useful even for the
future functioning of the Finance Commis-
sion.

Secondly, he has suggested that the
task and work of the Finance Commission
should be taken overbuy the Planning
Commission. And in the last debate two
suggestions had emerged. One is that the
task and the entire duty of the Finance
Commission should be entrusted to the
Planning Commission. And if at all the Fi-
nance Commission survives as it is, the
second suggestion was that the period ofthe
Five-Year Plan should become co-terminus
with the period of the Finance Commission
so that there is no contradiction when the
planning takes place. That s another sug-
gestion.

As far as my friend Kundu's sugges-
tions are concerned, | may inform him that
some of the States like Onissa which are
having certain difficulties due to deficit and
other financial constraints, | am already in
touch with the Chief Ministers of various
States and one of them in Biju Patnaik—how
can lignore him? it is very dangerous to do
it. And therefore, we are already in touch with
various Chief Ministers including the Chief
Minister of West Bengal also (/nterruptions).
And therefore, we will try to assist the States
as much possible due to the financial con-
straints that had developed. With this assur-
ance | feal that all the Members will withdraw
their amendments and allow the smooth
passage of the two Bills for enactment.

MR. DEPUTY SPEAKER: First, we will
take up the Union Duties of Excise (Distribu-
tion) Amendment Bill, 1990, for the vote of
the House.

Are the Members ready to withdraw
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their amendments moved to the motion for
consideration?

SOME HON. MEMBERS: Yes, yes.

PROF. MADHU DANDAVATE: Sir, on
their behalf, | request you to seek the pleas-
ure of the House to withdraw their amend-
ments.

MR. DEPUTY SPEAKER:Isitthe pleas-
ureof the Housethatthe amendments moved
by hon. Members be withdrawn?

SOME HON. MEMBERS: Yes.

Amendments Nos. 1,2, 4 to 6 were, by
leave, withdrawn

MR. DEPUTY SPEAKER: | shall now
putthe motionfor consideration tothe vote of
the House.

The question is:
“That the Bill further to amend the
Union Duties of Excise (Distribution)
Act, 1979, be taken into considera-
tion.”
The motion was adopted
MR. DEPUTY SPEAKER: The House

will now take up clause-by-clause consid-
eration of the Bill.

There are no amendments to clauses 2
and 3. The question is;

“That clauses 2 and 3 stand part of the
Bill.”

The motion was adopted
Clauses 2 and 3 were added to the Bill
MR. DEPUTY SPEAKER: The question

"That clause |, the Enacting Formula
andthe long Title stand part of the Bill.”
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The motion was adopted

Clause 1, the Enacting Formula and the
long Title were added to the Bill

PROF. MADHU DANDAVATE: Sir, |
beg to move:

“That the Bill be passed.”

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

19.54 hrs.

Additional Duties of Excise regards of
Special Importance Amendment Bill

[English]

MR. DEPUTY SPEAKER: We will now
take up Additional Duties of Excise (Goods
of Special Importance) Amendment Bill 1990,
for the vote of the House.

| hope that the Members who moved
ameandments to the motion for considera-
tion, will now withdraw their amendments.

SOME HON. MEMBERS: Yes.

PROF. MADHU DANDAVATE: Sir, |
repeat my request regarding the amend-
ments to the motion for consideration.

MR. DEPUTY SPEAKER:Isitthe pleas-
ure of the House that all the amendments
moved by hon. Members be withdrawn?

SOME HON. MEMBERS: Yes.

Amendments Nos 1,2, 4 and 5 were, by
leave, withdrawn .

MR. DEPUTY SPEAKER: I shall now
put the motion for consideration to the vote of
the House.
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The questions is :
“That the Bill further to amend the
Additional Duties of Excise (Goods of
Special Importance) Act, 1957, be
taken into consideration.”
The motion was adopted
MR. DEPUTY SPEAKER: The House
will now take up Clause by Clause consid-
eration of the Bill.

The questions is:

“That Clauses 2 and 3 stand part of the
Bill.”

The motion was adopted
Clauses 2 and 3 were added to the Bill
MR. DEPUTY SPEAKER: The question
“That clause |, the Enacting Formula
and the Long title stand part of the Bill.
The motion was adopted

Clause 1, the Enacting formula and the
Long Title were added to the Bill

PROF. MADHU DANDAVATE: Sir, |
beg to move:

“That the Bill be passed.”

MR. DEPUTY SPEAKER: The ques-
tions is:

“That the Bill passed.”

The motion was adoplted

19.56 hrs.
GOLD (CONTROL) REPEAL BILL

MR. DEPUTY SPEAKER: Now, we go
o item no. 18, that is consideration and
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passing of Gold (Controfy Repeal Bill, 1990.
The Minister may please say that the move
the Bill for consideration.

[ Translation]

THE MINISTER OF FINANCE (PROF.
MADHU DANDAVATE): Mr. Deputy
Speaker, Sir many friends have expressed
their views regarding the Gold Control Bill
during discussion on Budget. We will con-
sider them. This Bill is simply about repeal of
the Act... (Interruptions)

[English]

| am not making my speech. | am only
moving the Bill.

tbeg to move:

“That the Bill to repeal the Gold (Con-
trol) Act, 1968, be taken into consid-
eration.”

MR. DEPUTY SPEAKER: Motion
moved:

“That the Bill to repeal the Gold (Con-
trol) Act, 1968, be taken into consid-
eration.”

There are some amendments suggested
by the Members. Are the Members inter-
ested in moving those amendments?

SHRI AJIT PANJA (Calcutta South
East): Sir, the Government has to take cer-
tain follow-up actions. So, we want to make
some submissions.

PROF. MADHU DANDAVATE: Sir, the
Gold {Control) Act is there and we said that
we would abolish that. Now, there is some
sort of a vacuum. While presenting the
Budget, | had already announced that we
would abolish the Gold (Control) Act. fwe do
not do it, we cannot effectively implement it
and as a result, inspectors and officers will
continue to visit the small goldsmiths and
unnecessary harassment will be caused.
Therefore, in the first available opportunity,



