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tMr. Chairmanl 

"That Clause 1, as amended. stand 
part of the Bill." 

The molion wos adopted. 

Clause I, as amended was ,aken 10 II.e Bill. 

Enacting Formula 

Amendmenl made 

Page I, line I,. 

for "Twentieth" ub tilute·" ~nty  

first" (1) 
(Sh" p.e. Selhi) 

MR. CHAIRMAN: The question is : 

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

The morion was adopled. 

The EnIIcring Fo,mula. as amended. was 
added 10 rhe Bill. 

The Tirle wos added 10 .he Bill. 

SHRI P.C. SETHI: Sir, I move: 

"That the Bill, as amended, be passed", 

MR. CHAIRMAN: The question il : 

"ThaI' the Bill, as amended, be palllCd." 

The molion was adoPled. 

11.06 lin. 

ADDITIONAL DUTIES OE EXCISE 
(GOODS OF SPECIAL IMPORTANCE, 

AMENDMENT BILL. 

THE MINISTER OF STATE INTHB 
MINISTRY OF FINANCE (SHRI P.C. 
SETHI) : Sir, I had already moved· earlier 
tbal tbis Bill be taken Into CODsideration. 

special importance. It seeks to give elfect. 
to Ihe recommendations of the ift~ 

Finance Commission re¥arding distribution. 
between the States of the proceeds of addi.· 
tional duties of excise levied on sugar, 
tobacco and textiles. Hon. Members arc 
aware that these duties were levied with 
the agreement of the State Govemments ill 
1957 in replacement of States' sales tax on 
these articles. The net 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 tbese duties, the Fiftb 
Finance Commission was also required to 
examine the desirability or otherwise of 
maintaining the existina arrangements and 
tbe scope of or eXlending such arrangements 
to other items or commodities. Accord· 
inB to the Commission, the rationale of tbe 
present scheme and the advantaael, which· 
it wa. expected to bring, when it was intro-
duced, hold good even now. However in 
view of tbe general opposition of the States. 
the Commission has recommended that it 
would not be desirable to continue the· 
scheme unless the Government of India 
after discussing the matter with tbe State 
Governments, can arrive at a general 
alreement for the continuance of the 
present scheme with suitable modifications. 
Pending final deCision, Ihe Commission. 
recommended that the distribution of the 
balance after payment of guaranteed 
amounts should be made SO per cent OIY 
the basi. of pnpulation and SO per cent on. 
the basis of sales' tax collections (exclud. 
ind Central sales tax). 

As already indicated in the Explanatory 
Memorandum on tbe action taken by tbe-
Government on the Commi io~'  recom-
mendations, the matter rCBardinB the desi· 
rabilit, of continuing the prescnt arrange· 
menlS regard ina addiliOoaI excise duties 
would be placed before tbe Nath",al 
Development Council as earl) as possible,. 
for tbeir consideration. 

Sir this i. aD ameodina Bill on additionsl The other recommendationl 011 Ihe 
duties of excise in respect or JOOCII or Comminion relaling to tbe lharinB or 

eMoved with the _dation of the President. 
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income-tax and payment of grants in aid 
etc .. have been dealt with in the Explanatory 
Memorandum already laid on the Tab'e of 
the House and I need not take the time of 
the hOD. House over these details once 
alain. 

Tho aggregate transformer to the 
States under the Commission's recommen· 
dations would amount to Rs. 4,266 crores 
in 1969.74 at the 1969-70 rates of taxation 
as again,t the amount of Rs. 2,886 crore< 
recommended by the Fourth Finance 
Commission for the period 1966-71. The 
actual transfers during 1969-74 would be 
more as these would also include States' 
Ihares in additional taxatioD which the 
Central Government may undertake. 

Hon. Members would be interested to 
note that the transfers to Stales from the 
Centre have been steadily on the increase 
under the succes3ive Finance Com'nission's 
award.. The transfers during the first 
Pian period which amounted to Rs. 386 
crores in terms of the First Co:n!11is'iion's 

award weat up to Rs 877 crores in the 
second Plan period. The transf,,' during 
the Third Plan period amouot~  to Rs. 
1,549 crores and io the period covered by 
the three subsequent aonual Plans (1966·67 
to J968·69) the tramfers to the States went 
up to Rs. 1,746 crores. The transfers 
under the present Commission's award, as 
[ have mentioned earlier, are expected to be 
Rs- 4,266 crores which is a clear indica· 
tion of the magnitude of the increase 
in the Central transfer of fUDd s to the 
Stales. 

Beside the transfers under the Finance 
COmmission's award, the Centre also provi. 
des subtantial assistance to the States for 
the developmental programmes io their 
Plans. The Central assistance 10 State 
Plans which amounted to Rs. 880 crores in 
the first Plans which amounted to Rs. 880 
crores in the first Plan period rose to Rs. 
1,058 crores in the second Plan period and 
to Rs. 2,515 crores in the third Plan 
period. 

During the subsequent three annual 
plan periods, a sum of Rs. ~ crores was 
paid to the States as assistance for their 
Plans. The central assistance to the State 
Plans in the Fourth Pia 1 p"iod is expected 
to he RI. SO~ crores. 

HOD. members would agree that the task 
of Ihe Commission is a complex one. They 
have to see that the transfer of funds is so 
e~i ne  as to a<sist adequately the States 
keeping in view the fioancial needs of and 
resources available with the Centre. The dis-
tribution among the States has to be made 
after taking into account the resources of 
individual States so as to avoid large 
disparities. 

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

MR. CHAIRMAN: Motion moved: 

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

SHRI SRADHAKAR SUPAKAR(Sambal-
purl: The mini,ter said that the Bill be pas-
sed first and then the matter will be placed 
befJre the National Development Council as 
a fail accompli. Whll is the good of this? 

SHotl P. C. SETHI: This Bill has a 
li'ni:ed ",poet. Under the present arrange, 
ment, s!lgar, tobacco and cloth have been 
exempled from salts tn and they are 
being taxe.! under the excise dutie..  The 
"bservation of the Fifth Finance Commi-
ssion is that most of the States are agaiDst 
this arrangement. Although we have a 
Dumber of represenlations from all over 
the country that instead of sales tax which 
is more cumbersome and difficult to ad-
minister, the area may be extended and 
all the cOlTlmodities may be covered by 
excise duty instead of sales tax, the demand 
of the States is that in respect of sugar, 
tobacco and cloth also we should go, back 
to the old position of levying sales tax 
rather than excise duti<s. 

The Finance Commission has reeo· 
mmendcJ that till we arrive at aD agree· 
ment with the States, the present arrange-
ment may to continue. Therefore, this is 
only a stop·gap arrangement If we come 
to aD agreement in the NDC t hat we have 
to revert back to the old position and have 
sales tax on these commodities instead of 
excise duty, the Act would have to be 
accordingly changed. Or, if the States 
agree to contioue the present s)stem or 
e~tel  the area, that would be a different 
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politioo. That is wby I said, thil Bill is 
only an interim measure till we arrive at 
a settlement witb tbe States in tbe NDC. 

MR. CHAIR.MAN: Is Mr. Jba movinl 
his ameadmcnt ? 

SHRI SHIV CHANDRA JHA (Madbu. 
bini) I Yes, Sir. I  beg to move : 

"That the Bill be circulated for tbe 
purpose of eliciting opinion tbereon 
by thl 30tb April. 1970." (3) 

SHRI HlMATSINGKA (Godda) 
Sir. • ellplained by tbe minister. tbis 
measured is introduced to comply witb tbe 
wisbes of tbe States and tbe recommen· 
dalions of tbe Finance Commission. Be • 
. fore 1956, sales tall used 10 be levied on a 
number of commodities. As the rates or 
salas tall were different in different Slates, 
·there were a number of complications. 
There was a great deal of corruption also 
and a lot of sales tall used to be evaded, 
by disbonest persons. At tbe same time 
thOle who wanted to pay sales lall honestly 
ware put to a disadvantage. 

To meet that situation it was sUllClted 
tlaat instead of the sales tall an excise duly 
may be levied, which will incideutally sive a 
larler amount of tall also. The dealers 
wtll ·also be bappy if they are relieved tbe 
duty of filling sales tu returns. 

AI a matter of fact, if you look at the 
figures you wi11 find that the collection 
that bas been made in pursuance of the 
ellcise du" tbat ba. been levied in place 
or the ales tall. wbicb has gone to the 
difFerent States, bas been mucb more tban 
what they would have got by sales tall. 
If it iI sales tall levied from the dealers 
what normally bappens is tbat a num:>er 
of persous start a firm, do bussiness for a 
few montbs and tben close tbe sbop. 
The States loses sales tall in sucb cases, 
But if the tall is levied in tbe shape of 
el<Clse dilly, it is collected at the source, 
from tbe manufacturers tbemselves. Tbere 
fore, there is no queslion of any escape 
from duty. 

'Tbe cbanse-over from sales tax to 
IIIIdse duty ba. been very belpful to tbe 
St~te  and allo to the dealers. Because. 
ell, 'ealen have been sa\ed the trouble 
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of fillinS returns. fu tbe case of Illes 
t8K bonest dealers were placed at a dis· 
advantage as compared to these dealers 
who were evading sales tall. 

Tberefore. I feel it is unfortunate tbat 
some of tbe States bave not agreed to tbe 
continuance of tbis _cise duty. As a 
matter of fact. I feci that if a Dumber of 
otber articles are added on the same ballis. 
ellcise duty in place' of salas tall, .IUbe 
States will get at the 88IUO rate ad tbere 
wi11 be no problem of inter·State salel tall. 
Therefore, I feel that an attempt should 
be made to persuade the States to conlin ue 
this arrangement, uot only in the ca Be of 
tbe ellisting articles but in the case of 
more and more articles. 

It will be clearly seen from tbe fiJUres 
tbat tbe collections have been increasing. 

SHRI JYOTIRMOY RASU (Diamond 
Harbour): Tbat is because of srowth iu 
production and growtb is evasion. 

SHRI HIMA TSINGKA: My bon. friend 
is always vocal and he always speaks with. 
out caring for facts and figures, He will 
not take tbe trouble of verifying his facts 
before speaking. 

SHRI JYOTIRMOY BASU : About 
evasion you are more factual. 

SHRI HIMATSINGKA: I bave  been 
saying tbat if we switcb oYer from sales 
tall to excise duty Lbore is no acope of 
evasiou aud tbe dealers also will IIOt be 
put to a lot of difficulties. Tbe cbango 
over from ellcise d ut, to sales tall is a 
retrograde step. But if the States do not 
asree to the ellcise duty tben tbe Finance 
Commission bas no other alternative ellcept 
to make a rCCODlmendation to continue the 
present arrangements till tbe States come 
to some sort of uDderstanding. 

Tbe basis tbat b. been luggesled for 
the division of tbe additional duties i. a 
reasonable one because it guarantees the 
payment tbat they were gelling before the 
change·over and the additional celleclions 
arc recommended to be divided in the 
proportion mentioned in tbe Bill. 

J have nothing to say so far as thaI is 
concerued. I feel tbat the bOn. Miniatcr 
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will take all possible steps to see tbat tbe 
States do agree to tbe continuance of tbis. 
Not only do tbey agree to tbe continuance 
but that tbey agree to certain ot her addi-
tional items being included in excise duties 
in place of sales tax. 

With tbese remarks 
measure. 

support Ibe 

SHRI LOBO PRABHU (Udipi) ; Sir, 
Ihere are Iwo questions involved here. 
The first is whelher the distribution made 
of tbese special duties is rair 10 all States, 
I bave spoken at some lengtb about tbis on 
Iho earlier Bill and I would like to add 
that it is because of the very injustice of 
this distribution that the Stales are now 
claiming Ihat they should bave their own 
sales tax. Tbe injustice arises because 
tbey arc given only these proportions wbicb 
existed in 1958. Since tben, as my very 
valued and very vocal friend bas said, 
there bave been various lines of growtb 
which have not been taken into accounl 
in Ibis datribution of Ihis tax. You must 
realise tba('\bis is a tall rental arrangemenl 
Tbe Government was collecting tbese taxes 
on bebalf of Ibe Stales; tbe Governmenl 
was canecting excise In place of sales tax. 
In tbese circumstances you, as tbe rent 
collector, bad no business to vary the 
amounts whicb were due 10 each State. 
Tbis Finance Commission. whicb bas gone 
all out on tbo population basis ignoring 
Ibe sales tax figures, is Ibe cause of tbe 
dissatisfaction among the States. You 
have, therefore, in tbe first instance to 
discard tbe recommendal:ioo of tbis Finance 
Commission for tbe distribution of tbese 
addilional duties in Ihe manner proposed. 
Tbe dutios sbould follow tbe stricl pro· 
portions of tbe sales lax as they sloo:l in 
J95& barring sucb marainll chanlles as 
may take place. 

Tbe second question is wbich of the 
twn taxes·excise or sales tax is better, 
firstly, from tbe point of view of Ibe Stale 
and, seCOlldly, from tbe point of view of 
tile ecoDOmy. It is very well known it 
should be known eve. to tbe SIotes tbal 
tbe ClIme duty wbicb is imposed at source 
is a complete tax. No OIJDce of sligar, no 
yard of· dotb. n8 tin of cigarettes may be 

• taken out uUIiI it pays tbe duty. Wben 
you C_ 10 sales tax, tbis may be distri· 

buled amool largo dealen aad .1IIIi1 
dealer.. Small dealers may nut pay any. 
sales tax at all if the arey below tho __ 
ptioo limit. So, as far as tho SIIQ i. 
concerned, in excise duty you have a .. a-
larger coverage, botb In respecl of II» 
source and !bose wbo pay this tax. There 
will be an invitable reduction in tax If ynu 
trausfer from excise to 1&109 ... Th. 
result of that reductioo will bo that the' 
rate will be increased. It is quite fashion-
able. Tbe rate. of sale. tax on commo-
dities wbicb the StaIn impose baYe in-
creased mucb more than these additional 
duties. Wben you impose the increased 
rale, you do it at the expou.e of hoacst 
people. Ooly Ibose wbo aro hODO't pay 
tbe tax, all Ihose who arc dishonest com-
pletely escape. So, the Government has 
to put il very clearJ, to the Slates tIIat 
Ibis is tbe position, namely. if tbey wanl 
less tall evasion and more revenue; it is 
beller Ibat !bis rental arranJelDCDI Yould 
continue. 

AI tbe samelime, Ihe Government II· 11&0 
to blame tbat il bas been _what pattisl 
to tbe e"cise duties wbicb it collects in to 
over Ihe e"cise duties wbich il has been 
collecting in lieu of sales tax. The incraa 
since 1958 bas been only 45 per cent for 
textiles, cigarettes and sugar as against 70 
per cent for otbers items wbicb are in the 
total control of Governmenl. Tbis is DDt 
fair that you haye laxed certain smaller 
commodities and bave exempted these 
billger commodities because you are 001 
coucerned with tbe procedure. 1 am not 
askinll you to increase the tall becausc. I 
tbink, you will do it without my aum., 
But I am askinl yuu to sec tbat tbere il 
some kind of a fair dislribution of Ibese 
dulies. You should nOI treat lhe lalles 
whicb go to tho Slates in a different way 
from Ihe taxes whicb you take your 
selves. 

Lastly, I would like to say that t!Ie 
wbole question of e"cise dulies bas to be 
considered very careflilly by tho Gowna-
ment. You bave got a socialist Government 
and, I sbould say, tbe areat socialist Mioillor 
of State is silling behind Ind I WlDt to 
mow whether it is consiatcnt with l1l1I 
socialism tbat you keep on iaaeasiD&- tile 
excise duties and increasing tbe opportuni. 
ties of corruption on the balfa ot· ttic:" 
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exciae duties. Therefore, I woulcl,like to 
la" what was said before by other hon. 
Members : be careful how you proceed 
with tile excile duties, with th~ e indirect 
tuca, beacuse that is not the direction of 
lOCialism. 

.n ~ ~ ar ~ f~~  : ~
qftr ~ f  ~ ~ 1I'T ' ~ lt~  

Iti\' ~ ~~m fqfm; ~ m~ f ~ aITl:fltI 
~'  firn;rmrT 'ti ~ ;;)'if aIF ~~ ~ l f  

'R ~  ~ ~ ~  fqil'HT ' f~ .. ~ 

it fc t~ ~ty ~ o.r ~ it> f"it ~ I it 
~ ftm;=a ~  ~ ~~ ~~ ~iJ  ~ "IT 
1957 'ti ~"f~ ~ li'~~ itT ~  

f~ fl ~lt  otT tit ~'  OHITf, ,,'T'ft 
m·~ 'R f~ ~ 'ti ~~  'R ~ n~~ 

ili1: \'fITf.r lIit, ~  "IRT ~~~ 'if' r~il' I 

~ il ' ~~ ~ ~  f'li" U'il:fl« fi)'!f;'T ~ 
~  ~ 'tiii: ~  ~'  ~'l iJ ' ~ ~ <'(tlTit 

m ~  f'fi1: ~  it il"reit I!il atm"lT 

..rt. ;{ iRvr ~ ~ar  it; ~ it l:fii 
~ -m'T w;rr ~ i "~~ ~ 

~~  ifi't 1ft w'ti ~ i '~ it "fAT 'if' ~it 
~l ' ~ it ~ STiiF'i OITtI ~ f'f> f>Telit ·.11 
~ ~it ~  q11 ~' i" ii'T ~ "'  ' ~ "fm f<'lif 
.. Tll am: ~ ~~r ~ ~ l:fi'l: ~ f~ rom 
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tl' ~  "'~  ""tit a~ ~ t ~  o'l'T'lT-

ftlIi iii) ;;ft ~m r f";'JTiI" ~it m 
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frm ~ t  it ,fi i ' ~ it >;fT ~~ 
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iiitr <'(milT rolliR ~ ~ "" f.t> ~ 
~~ ~  m~ ~it  ilTif ~i il ~~ '  t\<i; 

~ « oqq-pu iH &'T;;nit ~ fm 'It'T 
~ i!il iT{;<ci'tq OIfffi m ,.;T 1I'\I!iT ~ 
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~~  

SHRI s. KANDAPPAN (Mellur) : 
Mr. Chairnnn, Sir, the hon. Minister has 
convenien!1l ignored the debt liabilities of 
Ihe Slatls .lId tried to make out a case tbal 
everything j, well with the Slates after the 
report of Ii,,' Flrlh Finance Commission. I 
am sorr) 10 point out that this is a fiel,1 
where mo,l of the Slates are feeling tbe 
pinch. ADd in a number of States, I am 
afraid, after the repayment of the loan and 
the interfSt. hardly anything would be 
left for thei ,. development activities. That 
is the CR.,e "!ilh my State and I do not know 
in how many States the same predicament 
prevails. To give a glaring picture, I will 
simpl, quote the increase of the debt liability 
of tbe State, in all the three Plan periods. 
In 1952 it was of the order of Il •• 239 
crore.. 10 196b it has risen to about Rs. 
4094 crore,. I think it is still higher nOw-
round a bou: RI. 6000 crore.. Takin. the 
percentage, the repayment durin. the Firlt 
Plan period--I am talkinl in terms of all 
the Stales put together--come to about 9%. 
In the Second Plan it come. to 33% and 
in the Third Plan it i. of the order 
of 40%. Tbis is the avenp of all 
the States taken topther, lIut if JOU taka 
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eacb State leparately, wbere Ibe debt 
burden i. more, tbe liabilily is equally more, 
So, tbis aspe::t is completely ignored by 
the Finance Comminion as well as by Ibe 
Government of India. This is a mailer of 
great concern to us and unless tbe Govern-
ment do sometbing on tbat account. 1 am 
afraid as to what we are 1I0ing 10 do by 
way of Plans. This is a serious matter and 
if the bon. Minister is in a position 10 tbrow 
any light. we would be bapp) to receive his 
observations on Ibat. 

Then. inspite of Ihe realisalion by Ihe 
various Finance Commissions aboul the 
dirrieulties of Ibe Siaies and in spite of 
Iheir recommendalions. we do not feel Ihat 
Ihings have improved much. Here. I would 
like 10 reiterale Ihe point of view made by 
my colleague. Mr. Sezhiyan. We should 
have some kind of a permanenl machinery 
10 resolve Ihese difficulties and it is very 
imeprative 10 have it without furlher delay. 
The Fifth Finance Commission have said al 
one place: 

"There is a chronic gap between Ihe 
States' own levenue, and Iheir expendi. 
ture commitments." 

But I am afraid Ihat even their own 
recommendatioDs do not meel the alarming 
situation that Ihey Ihemselves record bere. 
Though we are not vcr) happ) about the 
recommendations of Ihe Fiflh Finance 
Commission. I am sorry 10 say Ibat the 
Governmenl of India do not seem to ponder 
o,er the \arious poinls they have raised. 
Are Ihe) \'ery positive or clear in their 
mind as to Ihe inclusion in. the divisible 
post of Ihe special excise. that Ihe Finance 
Commission has recommended because, if 
I heard the hon. Minister correclt. he said 
Ihal It would be considered 1 I hope it 
will be agreed npon at least from 1972 
nnwards as recommended by Ihe Commission 
itself, if not earlier. 

Wilh regard 10 Ihis Bill we are presently 
discullina about these additional dulies of 
ache, lome Members who preceded nle, 
particularly Mr. Himalsingka, Mr. Hardayal 
Devgun and I think even Mr. Lobo Prabhu 
said that we mould ralher 'not change this 
method and go on increasing and bringing 
in more commodiliea undor these excise 
dutlas IUd thon make \ho division amODg 
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Ihe Slates. But it is very curioul Ihat mOlt 
of Ihe States as per Ibe report of the 
Finance CODlIr.ission have d, manded that 
Ihey ohould resorl to the old practice and 
Ihey should be given Ihe privilege of havinll 
the sales tax instead of excise duty. Here 
it is very pertinent to inquire as to why the 
Stales feel like that. 1 would like 10 give a 
',ery cOocrete example. According 10 the 
formula adopted by the Finance Commission 
and Ihal we are going to pass now, the 
share of my Stale will be of the order of 
about-·it is only by way of example I am 
quoting bere·.Rs, 285.34 crores. 

If we look at Ihe Sales Tax collection of 
Tamilnadu. according to the Tabulation 
that Ihey. Illemseives have provided we see 
Ihat it slands next 10 Maharaohlra. But, 
according to tbe scheme of Ihin,s. here it 
comes fourth or flftb in the list. Nlturally, 
Sir, thele is a feeling of suspicion·-it may 
not be correct; but Ihal sort of suspicion 
is bound 10 allse Ihat somebO<iy is expro-
priating our colkction. Probal'ly, Sir, Ihe 
curious anomaly in our Federal struclure 
with ragal d 10 Finance is tbis. Ever)' Slate 
seems to think that others are living al 
their cost. It is an anomalous siluation" 
We ,should try to rerrove this suspicion. 
That is what is most 'ital to bring about 
cordial  relation hip and beahby cc-operatioo 
betwC\1I the Stales and the Centre. It is of 
paramount importance to remo'e thai kind 
of suspicion from aoy State For that. 
lInless )CU as demanded by many members 
slalutoril) provide certain scheme of tbings 
wii.hout rc~ortin  to lhe gao,b!e as one 
Chairman of the Finance Commission has 
expressed, or lC'ioning to Grants-in-aid, or 
resoning to cenain provISIons of the 
Conslllulicn which is rather a distortion 
according 10 some legal experls, without 
having recourse to all Ihese Ihings. unless 
it is open and it is clearly laid down. the 
suspicion is bound to be there. So, I woulcl. 
r.lher d<mand Ihal in Ihese, as well as in 
OIlier matters, they should have more and 
frequent consullalions w,th Ihe St.tea and 
try to evolve a formula which would be 
agreeable to almost all the Slates. And. 
one more poinl I would like 10 add, 
following what Mr. Lobo Prabhu has 
observed earlier. 

This Finance Commission, as wel1 81 
the National Development Councll h .... e 
taken iato considcratioll the backwardnOil 
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of certain rcgions; but unfortunately tbey 
did not take into consideration as to wby 
the backwardness was there. In certain 
Caul tbeir backwardness was tbere, in spite 
of major allocations that they received from 
the Centre. There should be a certain 
fOl'mula whereby ~ sbould not reward 
inefficiency in tbe namb of b~c ar ne  

1 would rather plead witb tbem to find out 
at to bow tbe hackwardllOSS arilCa. A 
suspil:ion ariscs that tbey bave wasted tile 
precious and scarc:e resources that wore 
Pven to them. You have been going on 
giving vour financial resources to some 
areas wbere tbey are  not in a position to 
properly operate or exploit or uttlise tbem. 
This, I am sure, forms part of an element· 
of suspicion in the mailer of devolution of 
your finuces. Unless these tbings are set 
rlsbt there cannot be a bealtby co:npetition 
between tbe various States with regard to 
tbeir development activitie.. With these 
words. Sir, 1 conclude m) observations. 

•• SHRI TENNETI VISWANATHAM 
(Visakhapatnam) Mr. Chairman. Sir, 
tbis Bill is stated to be a temporary 
measure only, but the discussion on this 
has been quite exten,ive. In 1957, as a 
result of the harassment caused by the Sales 
Tax Officers and because of the disparity 
in the quantum of SJ'CS Tax in various 
Stales, there eosued what can be called 
'flight of commodities'. As tbere is flight 
of capital, tbere is bound to be flight of 
commodities if there is disparity in the 
quantum of Sales Tax in different States. 
That is why the Finance Ministers of the 
States met and considered the issue. They 
then came to the conclusion that in order to 
overcome these difficulties and to avoid 
the cut tbroat competition in the matter of 
levy of tbis tax by tbe States, it would be 
better if tbe Central Government levied the 
Excise Duty and distributed tbe proceeds of 
tbis duty among the States. It is true tbe 
Centre is not keeping back any part of the 
revenue tbus collected and the entire 
proceeds are being distributed among tbe 
States. As Mr. Lobo Prabhu has stated, if 
the power to levl' and collect the  tax is 
given back to the Stales, tbe same. old 
difficulties, to avoid which the power was 
given to the Centre, would again crop up 
and in more serious dimensions, If it i. 
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dnirod to protect tbe aSICssees apinst tbe 
barallment by the tax-collection siaff, it i. 
necessary 10 retain the present metbod. 
Evon if the Finance Commission 1-into 
the question, the" will bave to disculS tbe 
issue with the officers of the States lIIIIy. 
Even if the National Development Council 
dileuesses it, only tbe Cbief Mini8ter of tbo 
States will participate In tbe discussion. 
Tbat is to say, tbe conBultatiODl would tUe 
place only with tbase very people who are 
interested in increasiol the revenues of tile 
States aDd for that purpose, do not mind 
adding of tbe suCferin. of tbe people. But 
neither the National Developmeut Council 
nor tbe FiDance Commission ever botbered 
to considertbe views and experiences of tbe 
alsessees. We, on tbis side, as well as Ihe 
bon. Minister are receiving telegrams from 
textile and tobacco merchants. I bave also 
written on this issue to the hOD. Minisler. 
The refrain of tbe telegrams is that, as 
compared to the Salel Tax, the Excise Duty 
is less cumbersome aod is preferable. The 
Mioister has therefore to taiok of this also • 
But if be is treatiog tbi 5 as a temporary 
measure and thioks tbat this matter would 
be discussed by the Natiooal Development 
Council, tben it would be better if some 
repre,entatives of the aSSl'ssee. are also 
invited at the time of discussion of this issue 
in the National Development Council. The 
viewpoint of th~ assessees is very important 
because, in the matter of payment of either 
Sales Tax or the Excise Duty, they are the 
people who are directly affected. The wbole 
mailer should be reconsidered Cu!]y. This 
NDC i. not a statutory body nor is it a 
creature of the legislature. We do not 
know its precise Itatus. Tberefore, 1 submit 
that tbe proposed, action of the bon. 
Minister in getting the approval of the 
National Development Council is neitber 
proper nor justified. 

This is a temporary measure;  let it be 
as sucb only. Otberwise there would be 
competition among tbe States, and tbe price 
level of commodities and interstate movements 
of produce would be coinplelely upset, 
because of the difrerent ra~e  of tax in 
different States. It was on account of tbis 
only, as I have stated tarli.r, tbat Ihe tllen 
Finance Ministen of the Stales agreed te 
surrender tbe power to Ibe Centre U 1 bue 
bee. able to con.ince you of the need to 

~ The oriaiDa1 apocch _ deliwred ill Telulu. 
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retain this power with the Centre. I hope 
the Government would act in the manner 
I have indicated. 

-tt lWio fifo ~ (ilim:qr) I ~
'I'm ~  mor it; ;;nif.t if ~ if 1!;iIi 
~ ~f~ .m ~ ~ ~  fornlf ~ ~'fi i 

mf'fili J>iI1: oof~i i f r~r  11m" ~ ~ 

i\«iIi 'ffi;f<:'ffi ~ <:f'jlf ~ ~  ~  
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~~  IIh: mI1 or.rnr 1fT OIT ltifo-
' ~ ~f ~  ~"'f  ~~ ~  
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~~i ~ ' ' f~i i  it; ~f 

~~ fil'if "IRT " rf~it 'fT I ~ ~i i  il 
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I1R nr ... ~ 'liT'l' if@' ;r.rit !fm ~ I 

SHRI JYOTIRMOY BASU (Diamond 
Harbour): I would not go into tbe wor-
king details of tbe Commission because tbe 
sueeess of this arrangement depends very 
much on the attitude of tbe C~ntre towards 
tbe Stales. If ~bey wish to treat tbe Slates 
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81 their colonit's, nothing is aoing to work. 
Whatever formula they have laid down in 
the last 20 years h3s resulted in the complete 
bankruptcy of the States. Today the 
State Governments are nothing more than 
municipalities and the) are really hard up 
for money and if you see the Budgets of 
all the States, you will see that most of 
them are ronning at a great deficit. As 
long as you control the monetary powers 
in this country. you have to take . the 
responsibility of meeting the needs of the 
people of the States. It is not the 
need of the administrative machinery there 
but it is meeting the needs of the people 
of tho particular State. 

Let us leo what you have 'been able to 
do with regard to West Bengal. West 
Bengal. which has raced problems coming 
oilt of partition. innu~ or rerugees. etc. bas 
been wanting at least Rs. 12; crOres for 
resettlement of those who have been there 
since 1946 and also the new arrivals that 
are coming due to the changed political 
circumstances in our neighbour Stat •• 
Then. we have the border problem. a Vlst 
length of border. the maintenance of which 
r.lIs putially on the State GO'/ernmenl 
machinery. . 

The Centre has to consider these. things 
The formula .. heads I win. tails you lose··is 
not going to be accepted any longer. Calcu lIa 
has been neglected during the la<t twent> 
years " .. (All Hon. Member : Question). 
You have made billions of rupees in tho 
Ihape of taxation. excise duties. import. 
export duties. foreign exchange e3rning •• 
etc. Wbat have you ghen in return to 
keep that city going ? The whole city 
machinery is on the verge of coliap,e You 
cannot keep your eyes shut and take ba:k 
your hand when it comes to the question 
of aiving back something. We are n()t 
going to have it any longer. If you a. e 
anxious to have good. cordial and will 
meaning relationship with the States you have 
to take advice rrom them and formulate 
your policies. Calculla 1I0rt is another 
problem. That ha. broughl you a Cortune 
for tbe lasl one century. 

MR. CHAIRMAN: I can allow this 
kind of speech on another occasion. 

Spl. Imp.) .4mdt. IBIIl 
SHRI JYOTIRMOY BASU : W. must 

tell them what we require. The formula 
that they had been trying to sell il not 
good enough. Mr Raghuramaiah will tell 
us how Calcutta porI cannot make both ends 
meet. The whole issue is an i.tsue of 
politics and principles. If the Central 
Gavemment does not come to brasstack. 
and face realities these formulas are  not 
going to be the cure. We have many other 
problems : unemployment, hackwardneu 
in education. rural electrification, rural 
housing, rural water supply .. Everywhere 
we are backward. We had been the vic· 
tims or severe floods during the last Iwo 
or hr~e years. The Centre has to consider 
these Ihings. It is not my State which is 
saying this; it has come from Mr. Karuna· 
nidhi of Tamil Nadu; he has voiced these 
feelings. The Kerala Government has been 
treated in a shabby manner and Mr. A. K. 
Gopalan. a Member of this House has 
presented a memorandum prolesting aaainst 
the way it had been handled. In conclusion. 
if you want 10 nuint.in healthy relalion· 
ship wilh Ihe Stales. do not Ireat them as 
colonic.. Delhi. the Centre's capital. 
should be guided by tbe States; the S'ates 
shou!d not be guided by Delhi. 
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THE MINISTER OF STATE IN THE 
MINISTRY OF FIN-'NCE (SHRl P. C. 
SETHI): Sir, these two Bil's were taken 
together originally and therefore most of 
the Members who spoke on these two Bill. 
made common points. Some of the points 
which were raised by tbe hon. Memb.rs 
have been replied to by me in tbe speecb 
on the points narrated wben the first BiU 
was passed. 

As far as tbis particular Bill is concer-
ned, before coming to it, I would like to 
refer to some of tbe points raised b} tbe 
hon Members during the course of the 
previous Bill and also on tbe current Bill. 
Sbri Tenneti Viswanatbam. Shri Randhir 
Sing and Shri Bharati and a few otber Me-
mbers also raised tbe poinl tbat -there i. a 
similarity u far as sales·tax and excise du-
lies are <oncerned in tbe sense tbat the 
excise department is not immunet 0 carrrup-
tion. 1 would not claim tbal bere and tb<re 
case. of corruption canoot be ('ceurring 
in tbe excise department but, by and larg e. 
I would only like to 5ay that it was on' y 
witb tbe point of view thaI tbe excise off_ 
icers may not come into contact with the 
factories wben tbe po .. ibility of corrupling 
him are much more-because every lirre the 
good. are passed out of the factory tbey 
bave to give a certificate-·we bave eVOlved 
a system known as the self·removal Pf<CC-
dure wbereby we bave put OUr faitb in the 
manufacturer bimself and, at the same tI. 
me, we have provided for Some stringent 
penalties if tbey are found to do some mis-
chief. That is why we have removed tbe 
excise officer from tbe point of -tbe factory 
whicb is tbe point of production, and tbe 
self·removal procedure bas beeD workins 
for one year. I would Dot claim tbilt this 
bas been a complele success. Tbere are ar-
eas where improvements have to be made. 
and certainly we are looking into tbem aDd 
tberefore, to tbe extent pOSsible, tbe poosib-
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i1ity of c;orrup!ing the excise officer is gett-
iog reduced as far as the self· removal pro-
cedure is concerned. At tbe same tllne. I 
do agree witb the bOn. Member tbat more 
vigilance is necessary. and more strict me-
asures are necessary, and wberever ca~e  

of corruption in tbe excise department. or 
fOl" tbe matter of tbat, in any otber depart· 
ment, occur if tbey are reported, we will 
take more stringent measures and take an 
overall serious view about it. 

As far as the sales-tax and e~i e duties 
are concerned, the main point of difference. 
is tbat excise duty is collected at one point 
with tbe result tbat tbe manufactur~r wbo 
is producing tbe goods ba~ to pay the e ci~ 
Ie 'duty. and tbeD tbe consumer Or any ot· 
ber buyer bas n;)tbing to do witb it and 
tllere it no repetition, On tbe otber band, 
ia the case of tbe saies.tax, it is levied at 
various points ; tbere is a single-point 
I.les· tax; there is a multiple sales· tax; tbe-
re is the inter-State lales·tax. Tberefore. 
e\,orytime tbe article passes from one band 
to th, otber, sales.tlx is levied, and so it 
is more cUrabersome and more irksome to 
tbe consnmer, the buyer and tbe tradinS' 
commuDity. Therefore, IS I said in tbe very 
beSinDin, while I was replying to the fint 
Bill, we have received so many representat-
i0111 fro.D all over the conntry, from the 
in:iIHtry, trlde and the consumers, Ibat 
tboy w.l111d not like to revert to tbe old 
pr,oc,dure wher-cin 'tbe iales-tax was to be 
collected OD tbe!e items, namely. sugar, 
tobacco and textiles. On tbe contrary Ibey 
have praised, IUd most of tbe bon. Mem-
bers who have spokeD hal!C also e pre ~e  

th.= view tbat instead of baving Ihls only 
f.,r tbree items, Ihe area'should be widened 
and extended. ' 

¥brs. 
However, Ibis matter will bave 10 

be discussed in tbe National oCvelop-' 
m~t Council. Most of the State Govern-
m~ .. have opposed it OD tbe Bround tbat 
w.llereas the bailie dnties bave gone up 
from Rs. 450 crores toRs· 1316 crores. the 
additional duties wbicb accrned' to the 
848te5, aft. deducting the exPenses on aie 
celleclion or the taxes, have gone np frOID 
IU 39 oro_ in 1961·62 to Rs 62 dores 
oaly. The lIIatea way that the increaie in 
additional duties wblch actuaD) acCrued 
~ tbe Slates is c,)Mparatimy mucb I •.. 
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They say. instead of levying excise duty. if 
we bad left Ihem free to levy sales tax, 
tlley would have earned more revenue. We 
will have 'to take an overall view in the 
light of the ~ntiment  expressed here, the 
representations received from tbe State 
Governments, etc. Tberefore, it will be 
difficlllt for me to commit myself as to 
wbat· "ould be the outcome of Ibe NDC 
meeting. We would discuss Ihis parlic~lar 
point in all its entirety with an open mInd 
wich tbe State GovCTnments and then take 
a decision. Tbe scope of Ihis Bill is limited. 

I wOllld ... ure Mr. Jyotirmoy Basu that 
there is no question of Ireating the Stales 
as colonies. After all. wt are allo part of 
tbl' ,States. We are' allo residing in some 
Sta,te or the otber. Only because we are 
Members of Parliament or Ministers. ~ 
do not become persons out of tbe States. 
Sbri Jyotirmo), Basu : Delhi 110 DO relation 
witb India. You have precast tiles for pa-
vements in Delbi while in the States, you 
will find hospitals withont an 'operatio" ta-
ble or lillY thing of tbat sGrL 
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'Ui!:ffi" if f~ \fi ~ ~~ lWtlllllA" 'lil 
fmi arr( tj IIriI' ~ IIl'f it mlJq 
'film it ~ "i r iITt it i~ rr m~· 

f'li"lfl? ~it ItIfT fl ~ ~  ,,6<1"[ ~ 

ifJJT .. ~  flfi ~i  <IR'f ~"" <mr 'fi"Uif ~ 
f~ mil.: ~ ~  I 

~l i 'J "-~ 1t1i1 tr4i ~ ~ lfil.:a-

f"'~r~~ rr f J  I ~~ ' 

;;IT ~"'  iqlfi it 'il. U-{i it IIl'f if~  

r ~ 'liT iflll ifif r.r1fT, ~ it: w fn~~ 

~ I iII"l'q-1Jrf.-mr"" ' fa ~ 'til r~ Itlff 
~ iorm t, ~ ''tilli i~ ~ ~ ~ it> 
i ~ it fi({!.ilf ~ m iI,r <n: f'lm m, 
itt ill'; ~r ill, ~ arriPIr, ~ :ifF 
' J~  iIURr, '~~  ~ t I 
MR.. CfIAlRMAN : D,* be "a'lt' .. 

IU . ..,thi81iD ~ ~  
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SURI P. C SETHI: No 1 have alrea. 
<I" said what I wanted to say. He liaa not 
made any new point. 

MR. CHAIRMAN: will now put 
"Mr. Jha'a amendment No. 3 to yote. The 
question la :  . 

"That the Bill be circulated for Ihe pur· 
pose of elicitinl opinion thereon by the 
30th April, 1970." ( 3) 

The motiOIl "41 M"allred, 

MR. CHAIRMAN : The quedioo is : 

"That the Bill fllrther to amend tbe 
itio~  lltie~ of Excise (Gooda of Spe· 

-c:iaI IIWIOU8qec) Act. 19S7, he taken into 
·considoration. " 

The motioll "41 ~tlo le  

MR, C~lJ ~~ :. We: w.iIl now take 
'liP claule by clause consideratioo. 

"I;bere are 11C? amen~l eal  to. c;i!ause 2. 
The q!lCcltioo il. : 

"That clause 2 standI part of tbe Biil" 

The molioll " .... adopted, 

ClalUe 2 "41 tuld.d 10 Ihe Bill. 

Clause  3.--{Amendmelll of Second Schedule.) 

SHRI LOBO PRABHU :  I bello 
"fIlove :* 

Pale 2. afler line 36, add--

"Provided that when the percenlalle of 
.any State is below that fixed by the Fourth 
Finance Commission, a Irant equal to the 
difference will be made under the relevant 
article of Ibe Constitution," (4) 

My amendment relates to tbose States 
·wbicb bave suffered from tbe allocations 
made by the Fiftb Finance Commission. 
I do not wisb to repeat tbe details of tbe 
case, but J would like to sa) tbat it is incu-
mbeJ!t C?I!. this Hou se to see that these Stat-

Spl.lmp.) Amdt. Bill 

es are DOt lefl wounded in this manner 
by tbe Finance Commission. I could press 
that you should follow the formula of the 
National Development Council and reslrict 
the allocation on Ihe basis of population, 
I could press that those Stales which have 
received more should he made to live it 
up. J am nol doing it On the otber band, 
1 am only suggesting that you restore tbe 
percentage wbich was lIi>en in tbe Fourth 
Finance Commission and wbich has still got 
two years to run by a separate IIrant to be 
made under article 275. 

J would like that this grant should be 
ma4p JJ ~ ljrlicJe 27S and nol upder arti-
cle 282 because plan IIrants under article 281 
bave politicaJ strings. II is not consistent witb 
tbe dignity 'of ibe States to bi: bound by 
tbe political strinlls of the Centre. So, I 
make this modest request, wbich will not 
Involve ve.., larae payments, miiY be acce-
ded to and my amendment accepted tbat 
tile difference between the two percentales; 
that of tbe Fourlli Finance Commission and 
tbe Fiftb Finance Commission is made up 
under article 27S. 

SHRI P. C. SETID : The Bill before 
tbe House is to the effect that the exciso 
duty on tobacco, sugar and textiles should 
continue to remain for some time till il is 
considered by the National Development 
Council. Tbe bon. Member has moved an 
amendment with reprd to tbe devolution 
whicb tbe Finance Commission has reco-
mmended. We did nol want to bar bim and 
·that is why we have ourselves recommended 
to the President that be may 'be allowed to 
move bis amendment. But, as far as tbat 
amendment is concerned, it would almost 
tantamount to saying tbat Ihe award of 
the Fifth Finance Commission bas to be 
treated differently in tbis particular matter. 
Therefore, J am not in a position to accept 
that amendment. 

MR. CHAIRMAN: J will now put the 
amendment of Sbri Lobo Prabbu to the 
Yote of tbe House. 

* Amendment moved witb tbe ·recommendaiOn of tb. President. 
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MR. CHAIRMAN : Tbe question is : 

"Tbat clause 3 stand part of tb. Bill" 

The motion ",as adopted. 

Clause 3 was added to the Bill. 

Clause-.l (Short title and commencement) 

Amendment made : 

Page I, line 4,-

for "1969" substitute "1970" (2) 

(SHRI P. c. SETHI) 

MR. CHAIRMAN : Tbe question is : 

"That clause I, as amended, stand part 
of the Bill". 

I 

The mo,ion was ad"pted. 

Clmue I, QS alMMed, WQS adtkd to the BlH. 

Enacting Formula 

Amendment made: 

Spl. imp.)Amdt. Bill 

Page I, Jine 1,-

for UTwentiethtt ~ub tll ~ uTwcnty ... · 
first" 

(SHRI P. C. SETHI) 

MR. CHAIRMAN : The question is : 

"That tbe 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 Tirle w ... added to the Bill. 

SHill P. C. SETHI: Sir, I move: 

"Tbat the Bill, as amended, be passed ... · 

MR. CHAIRMO\N ; Tho question is : 

"That tbe Bill, as amended, be passed." 

The motion "as adopted. 

11.11 m. 
The Lok Sabha ,hePl adjourrled ttll' 

EJ.rell of 'he Clock on Wedrles.u.y, February 
25, 1970/Phalgulla 6, 1891 (Saka). 

Dia_d PriatiDl -PreIs Jaipur,--l. 


