
Re. Sftul/tfl/n in 
Madhya Prade6h 

MR. DEPUTY-SPEAKER: Mr. 
BhaDdare, will you withdraw your motion? 

SHRI R. D. BHANDARE: I withdraw 
my motion. I mllst give the reason before 
I withdraw. I just wanted to briDg this to 
the notice of the Madhya Pradesh 
Government. 

'" ~~' '  ~ fW'f1 ~'  : 'I';;If-
l ~ it lIfl"" ~~i  qTlfilliin "'1'1' "';: :~I ~ 
~ ~ifi "fIt it lf~t ~'f 'f ~o ~  ~  ~~if  
;'olit "'I ~ o  lIfTqifi il:m tf{IiT i ~  01'" 
~  ~ I Iii?: ~~ ifi t1.~ it ~ : : I illf~~ 
1Ii;: ... T ~  ~ ifi ~ ' : 'f ~~~ if ~ : 'llI~~ 
1Ii' ~ ~ I ~t q'{ ~ :i  if"!1 ~ ~ I 'fllJi 
fi f~~ : it qii,T If'{ lIf ~ ~ <'iT ~ I 'fflJi 
f'l'f '~  ifi lliii,i! if ~ l]'q;f '{ lIfi t~1 ifi 
IH;:ril'1iI ... "') ~ i;'I' "'Q.T 'fo'{ ~ ~ I 'fllJi 
fi fil~ : i{ If((;r Qf 'foil. t~lfl ~ fifo qi?: 
~~~ 'f ~ lIf);: 'f~1 q;: ~ it 1iIt~Cf 
'f t~  ii,) ~'fo~t ~ I ~  U'fT\'f if:t Ii~t 
"Qr ... T l'J'\'fi'f ~ I it l1~i'f ' ~ f;r; 'i(UIf,T 
Ii~.t f~ ' ~ "'ii,1 f;r;lIT ;:;rFH 'fTfii.l1: >.fT' I 
;or) f'FlfT l'J'lIT ~ 'f~ l]'\'fCf ~ I liQ,t Ii~ ~ 'f 
;:;r) t~~~ gllfT ~  ,!\'fCf S'lIfT ~ I llfTiO[ llfTlf 

qlill it~ if; ifl~ it itaT 1Ii ':~ ~ i'f) !!7\'f 'F) 
lIfllf'fir "ii.HTtiF if; iflt it Q) e;r;1fl ~ fir. 
\fi'{;:rT If¥ ,,'t;: hi'{ i'flut f'FaT '~1iI if; iflt 
it 1fT ~ 'i'fo  it1JT ii.l ~I q¥ ~  ~ I 

MR. DEPUTY-SPEAKER: Please 
resume your scat. On all occasions,-l must 
be very dear-when Shri Madhu Limaye, 
Shri S. M. Banerjee and others raised certain 
inlportant issues under rule 341, I had 
permitted them. So, there b no question of 
distinction. He has withdrawn, and as I have 
already observed, it should be done. 
(Interruption) 

SIlRI R. U. BlIANUARL: Before I 
withdraw-

SEVERAL HON. MEMBERS ; No, no. 

MR. DEl'UlY-SPEAKER: No condi-
tional withdrawl. I will rule it out of or4cr. 

(lntf1rupllaft' 

Arft3,tt...nlliJ II/ D,b" dA 
SltIIel (II".) 

SHR! R. D. BHANDARE:, This 
will .be laken notice of in Madhya Pradesh. 
\Jnre"uptlrm) 

SHRI RADHIR SINGH; Shame on 
Shri Kanwer Lal Gupta and his party, 

MR. DEPUTY-SPliAKER: Order, 
orucr. Shri Sethiyan. 

18.17 hrs. 

Rl:SOLUTJON RE : AMORTISATION 
OF DEBTS OF ~D '. 

SllRl SEZAlYAN: Sir. as I was 
saying, most of the loans that the States 
have taken from the Centre were because 
of the capital disbursement and more and 
more of the loans were taken because of the 
raucity of the resources available to the 
States. For example. during the first Five 
Year Plan. the capital disbursements required . 
by the States were Rs. 980 erores, out of 
which the loans from the Centre formed 
Rs. 770 crores, or 77 per cent. During the 
second Plan period, it was 74 per cent and. 
during third Plan period, it was 89 per' cent. 
That means that important schemes in the 
States can be implemented only if the Centre 
gives its consent. The Stales have to depend 
on the Centre which has its discretionary 
rowers. Therefore, wherever there is a non-
Congress State, wherever the State Is not 
obeying the Centre politically. then financially 
the Centre uses ils power through tho back-
door of the Planninll Commilslon, in respect 
of the allocation of schemes and Irants. 
Therefore, this has to be pul an end 10. flo 
complete reappraisal of the entire conttitu-
tional position in the granl of loans and 
other amounts should be gone into by an 
expert committee as sU!IICsted by the 
Administerative Reforms Commission. Unless 
and until this is done, the smooth working 
of the federal structure that has come into 
vogue after the general elections of 1967 will 
not be there. The Central Government 
should, for its own lJOod. look into this matter. 
As I said, only if the States live, the Contre 
can live. Only if the parts arc stronger, the 
whole can be stronger. With these words, 
I conclude. 

~~ ~ (itl,ff;r.): '3'tT""'''' 
i ~ f  Ii) ~ '  ~if if) 1fi1f' l ~ ~ - t, 



. ~~t~  
~ w~~ ~ .n ~  

~ II W ~~~ ~ ~ Ifi'liii\<: 

~ ffi  t I ~ ~ f if b: .m 'ITIIi ~ 
!tit orf1\' ~  trf ~ I ~1 1:: 'I'"{lfi'W Ifi'if ~i f 
~  ~~ ~ lfTtm m ~ 

t"IiTt IRffi ~~  il) 'm ~ fi : it. :~  
If<: m ",,,a- l? ~ ~t ~ ~ 

mittTT ? ~ ~ ~  lfir liAr q;e trf ~ i 
~ i ill f~ ~ 'I  iiflit, ~ [Oflfi'" ;;rrltIiT I 

"" IIWl ~  q1T<: ~ lfTtm f~ ~ i  
If~ iJl'mr<: ~  ~  ~  iifTifm I 

~  _ If;r.fif'!: " 1.f~ iif~ : 1fi~  'l' ~  
, flfi ~ "oM 1fT ~ ~ if ~it  'lOY;; Ifr 

~it $ "2;Cfrflflfi if f~ f'fi lfiiift ~Ifi ~iif : 

~Iflf  fu-1fT .rt< 'l~l ~-~ :-~ : ~~ ~iifl : 
m ~  'lIfT I Of<:IfiT<: 1 ~1fi lfir \ifnif 'fi) 
'lU ~ if; [Oft!; ~ : ~ !Q",qT 1J'I"(;ii wit 
~ e I ~. 1fi ~  i'tf'f;Of ~ <TIfTOf, 

. ~  !fill'Tif !Q"), ~f~1 I  ~~  If-Uirf 
~~ !liT ~ f Of :~ I 

_ l'f ~ ~ ~~ it; ~If~ iIIi~ 

~fit  ~f1  t [Oft!; itif ~iif ilI'i  Ofr 'iT I 
ir(\" ~  ~  qt ~ ~U !Q")t OftlR 
31 ~~ illif iIIi\ift <rIf",if OfIfT ~ ~flfi'f it 
~ ~ ~ ~lf  I it ~'fIfi  iJ"(E[ ~ ~iif'l' 
~ mrr Of!!')' ~ filii Ifi-i <it lifT \ifTaim 
m ~'1f  ~'  I ~ \m ~fltiif iif) qOYif 

'""" hT t Ifii ~ ~ Of ",. I liE[ filli~ f 
m iJlCfA IfiT ~~ t ~  ~it '  ~lf  
~ it .~ f .~ IR ~it. qq;ft ilI' ~ ~ .~ 

~ iit i'rflli"f If~ ~ ~ f  ~ ~~ flli ~~ 
~~II iif lfl '~ft~ $f 

r. ~ II'TCf !fiT qrOf tlll, ~  ~  ~  
tCf'fT. iilf ~ Of ~  I 

~ lI'TiJ - it<:T ~~~ it ~Cf f f 
illf ~ f<'flfi .1T);;Yfi fillima; i'l'!fiT !I);;y;re 

!Q")t !If"'" ~'fl'  IfiT 31 ~ ~ f ifi  I 
q il ~ il'ifCTT ~ f  I "AT E[TITT 

,) 18 ~ ~ ~ 'l'TOf W'I' t, ~ 

rn w .n ~it  ~'f  itf, ~  n 
I ~ ~it I ~ ~  it; fir'fT ~ m 
~  ~ ~ - ~  ~'I' ~'filli  ~ ~ ~ 
~ a'it fit; ~ ~iIIi  ~II'  IR '~ I ~1Ii 
"fT\if 111)<: ~ f  ~ I I!fTII"t E[r'i if -lm t I 
'1)'fT f~~ If"{ ii'l' to~ o to lliT ~lf  

f ~ ~ I ~ ~ilI' : '1\if';,T Ifi) ~~~ ~
fiif'l'Cf f~I  I mIT ~~ ITt ;fR ~ "'t 
~ ~ t iif~  iiif ~ ~ lffifTi!l' If"{ ~  
1f1<: lfif I 

1.f~ \if) ~ilI'~ ~  ~Ifi  ~ Ij«r-
f"f'liif Ifi"fT ~ I tl~ ~ -~  iJT ~  I ;it 
of'!IT itlfi>:: '1'1<: ;;fT1.f1fT ~~ ~'  ~ 
'l'rmr ~  \ifT1.f1fT ~ : ~f f1.f  if ~ mti 
'i ~1 ~  I ~  ~ -  oio \ifr11"IfT I ~ 
t f~ ' ~ ~ i'f  llil it ~ l f l lti~o  
.~ 

~: I 

'" r" ••• 1 lit z ~if'f' : $fEtIal 
z ii ~If  ii'l' "'TilT ~  ~  ~~ f"Of'fT 

f f~ I ~il ~t ~ 'i1f ~  ~ lf ~if ll'i f~ 
pr I ll~ fil'Off"" i ~i l II  ~  mIT ~~'I' 
if~ f I 

MR. DEPUTY·SPEAKER: It is part 
pf the debate. if mmebody raises s(tme point. 
I have already extended it by half an hour. 

SHRI SliRENDRANATH DWIVEDY 
(KeDdrapara): Half-haul discussion may 
be taken on .ome other day. 

MR. DEPUTY-SPEAKER: The Minis-
ter should ha'·c at least IS minutes and the 
tuo,·cr ~ o ld havc some timc to reply. 

~ ~1f ";1 l1iT: :aqTtllal ~ if ~ 
~ 1f ~  ~'I' f'f ~ ~ I If( lf~Cf lf 

fill'~i  ~ ~ ~ ~ f;r. ~ ~ t aiIf'{ 

\iI) .. ;fill Ifiiil'T ~ ~ ~~it it; ~  ~ 
~ fl1i  ~ ft;rit ~  ~f  t ~ ,{Tm 
f"I'IfiT<1T \lI'TlJ, ~if !fTC Iif'Iti" 1ft" f~ ~ GI') 

'tf ~l f  mt ~  "" ~Cf cfU ~ t f;r, 
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1'1 'U~ tFt ~ :~ , lIi"l'i ~ lIlT t 'In: 
m ~1 . ~. ~ 3fT ~~ ~ ~  ~i ' 

~~ ~ ~ flli lI't3f : ~ f~ :~I  it 'T;;rcr 
~ ~ :;ro;rr{ 'Tf I lI't-r;:Jrwl ifi) 'T<:f" ;ftftr 
~~ 1: ft IT( f-imifiT ;:JffiiifT t ~ VITI' 
fIJi i'lftlr fllflflfm -1ft ~ I •.• 

SHRT S. R. DAM ANT (Sholal'ur): On 
a point of order. Sir. Pri\'ate Members' 
business comes every week, but half-hour 
discussions are very rare. I request you to 
hold over this resolution for next week and 
take up the half-hour discussion. 

MR. DEPVTY-SPEAKER: Private 
Members' business is allotted 2l hours every 
week and nobody he.·. a right to encroach 
upon it. We started very late today. This 
resolution will be concluded by 7 O·c1ock. 
Then J leave it to the House to decide about 
the half-hour di>cussion. I caD not curtail 
private members' time. 

-n m. .. ~ ~: ~t~ 1f~ :Il'  
if ~ 'iIT 'IT fiI; iR ~ 'U~z  tFt 3fT ~f 
flf;;rCfT t, ~it  i '~ :1:f ~ Sf'iCfTl{ ~ 1l'  t, 
~  l ~ lfil: ~ fIJi f3f~ ~ it f~  
it ctififlfflf lI't~lf ~f Iff ~ ~ :  lfT3f-
;:JNl ~ ~it 'fiT ~ ~ pr t fifi ~ 
~ .iJl f ~ it ~ ~ :  fl ifif~ ~  
IJit ~ 'il ~ I  f ~ it, ~ ~ :  
~lfIIif~ ~  'Tit $1'11;: Ift~ ~ 'lit I 
~ ~ , m ~~ it ~ qJ1f-

~ IfiT f~~ ~ ~~ "Ifn: ~~ "'1'), 
~ IJit m ' ~  f ~  ~ IJit I ~ 
f~  tFt ~ ~ ~ 'Uill' ~ 
it ~ >i!Ji't ~ flfiit I ~ ~ IffiI' ~1 
t fir; ~f~ 11ft i '~ it; ",it ~ i!:) Ifi'iIf 
~ ;rft IffiI' rt t, Il'i!: (ft ~ '~'i f 
'~tI ~~ tfl' ~~ 

lftll'i :~t fil  ~ ~ tFt, 
~i f~~~~~ fiAi-
fw« flJln \11'"" I Il'i!: ~ ~ 
~~~tt tt ~ ~it  ~ 

~ .., .. t m "'" "'" t I 

\ 

a-.- ~ ~ .- ~'f ~ ri!!IT ~ 
If,'{;:j'T ~  ~-t ~ ~ ~  ~ ~ I 
ire ~'I1i l  ~ ~ :l . ~ ~l ~ tt..- hw 
t t ~~~ IfiT ~~ ~ 
ti '~it Ifi;J ~ it ~ ~ 
1Ji1f'm;:r ~ fit;qy iffi'I ~  if ~Cf  t 
fifo ' ~ : ~ - ~ ~If  '3I'Tlf I ~ Ii 'f 
280 mT it 9'm;r <'[flf.'{ ~ ~ 

<r."l' iifTlf fit; ~  ij'T;;r ~II' o ot il~ 

it~ ifi1i'm;:r ~lti ~ f'lillT QITlf 
CfTfir; ~ "Ii f f~t ~~  
~ : 'ifi  ~i ' ~ ~ ~ 1 i1ft~ ~ 
<rt f<r. ~~ iIll, ~'  iii ilf;r ~ rnr ~ 
~ifi ~~ I 

18.26 hrs. 

[-n .-t!l"" ;mn ,,'nn,,"'" Itt] 
it'U ~ ' ~ ~ t fIJi ~ nil 
~ ~ ~  urT ifoiilf t, Ili f~~ Il'i!: ~ 

f~it fit; ~  f~ lf-  iii, ~  III"" I 
if ~ ~  IIiT IfRcrT i fifi ~ ~ 'U\RT) 
~. ~1l'  'U\RT i ~ ~~  fm;r fftl' ~ 
iI'm m !GOAT ~ ",ITT I ~  it if 
~~ ~~fifi~it~ t, ~ 
it tjij-~ ~ : ~ ~  ~ t ~ ""'" cmr 
~I ~~~ttl' ~ IliT 
mcrr amlfl, IR ~  WTo ~ IJT 
~'I fiI l:l it  ~it ~ ~ 
~~ ~ o ~  m "''' .q t'fiT1' tFt 
qr;:r ~ aT ~ ~~ ;n"" ~ ~ 
~ an mr w~ t I m-rin lliT 
m "''' ~  .- m'f m1 !IT ~ .-
~ , 200 ~ 300 iii"'" ~ ~ II'nI' 
",mtl .~~~it ~ ~ 
t, ~ m ftft if ~ ~ !l'T cmr-
~  : f~ .- ~ 1500 .", 
m srftrmr ~ r"" m t I tv if 
~-~~ ~~~ ~it 
~~it~lCt ~ IItNGV'R 

lFi ~ 1Ii'~  ~  "" ~~ iti 
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~ ~1Iif  

~~ ~ qN ~ ~ 10 ~ ~ ..m. 
m ~ ~ qmi'r f1rc;r ~~ t I tt ~ 
~~1 4ii{(ff t flfi ~ 1fT" q", ~lI  ~ (f[ 
qrq- flfilft IR: If'ilftn: ~f  ~ f~1ft ~ 
it~ 'ii  ~  It ~  ~ f~ ~ :I 1:ltif~ 

tlm ~li' Ifi~ q't1: !iff (fl:i!: ~ U~lft IR: 
'T1Iif ~ ~1f  .ttl: fill' ~ it ;iTt f if f~ 
'IiW ~ ~  'f~ lft Ifi1: "it,;r ~Ifi' 
n _;:I 1J1: ~1f  tt~ ;:r 1:'~lf  1Jl:, ~~  

'!lit iffrrr sitl: '~i : 'f i!:TIfT I ~ '  ;;Jlif a-
• flfi f't1~ ~ ;:rifo ;f.f 'filii!: ~ i1~ .ft~ 
''''I ~ ~ I 

SHRI S. KUNDU B ':I~o : Mr. 
Chairman, Sir, this is a very important 
problem. For the first time, after twenly 
years, we have !:Orne to know the real impli-
cations oC the financial devolution between 
the Centre and the States after many non-
Conaress IOvcrnmeats havc !:Orne into exis-
tence in various States, The total of loans 
whidl was Rs. 44 crores has now lOne up 10 
Ils. '000 crores. 

The interest which they have to pay on 
thi! amount is enormous. And if the in-
terest il Dot paid every year, a direction aces 
to the Reserve Bank not to pay money. In 
this way, the Centre is virlually able to 
make the State Governments inoperative, 
affecting the eI:Onomic and financial relations 
between the Centre and the States. If we 
want harmonious relations between the 
Centre Ind the States to grow, a deep study 
should be made of this problem. 

In this !:Onncetion I would like 10 say 
that certain things appear to me apparently 
absurd, The Centre invcst some money in 
States in what are called Central projects. 
The object of invcstinl money in a project 
is to- see that it Ilivcs a return. Suppose 
the Centre invest Rs. lOll crores .on an 
irription project in a State. It will not 
walt for the PToject to livc a return to 
rClXlver the lOin from the . Slate. It· will 
arbitrarilY fix a date, say. ten years and aqk 
the State Government to repay - that loan 
after that period even tholllh the project 
would not bave started givinl returns. Tne 
States have c:onsl,tently taken the view that 
\lie ~t of tbe IDOPe)' Invette4 by the 

Centre on projects should start only when 
the States actually get benefit out of the 
money invested by the Centre. But instead. 
of doing thaI, they start recovering the 
money with intereqt from a date which is 
fixed arhitrarily. 

Then, the interim Report of the Finance 
('ommisqicm does nol deal with Ihe special 
problems of backward Slales. It has not 
considered how 10 give an equitable share 
from Ihe Central and Stale financial pool to 
Slales and areas which are backward so that 
Iheir !'Osition can be improved. 

Now there is a convention Ihal five per 
cent of Ihe total capilal investment in railways 
should go 10 Ihe Centre. In thaI way Ihe 
Centre gets about Rs. 150 crores. The 
Stales gel only Rs. 14 crores or IS crores by 
way of passenger fares. Why should five 
per-cenl go 10 Ihe Cenlre? Why not three 
per cenl go to the Slales so that they will 
gel a share of Rs. 40 crores or 50 crores? 
Some serious o ~id lio  should he given 
to this. 

During the last twenty years of Co ~ 

rule or misrule there has been misuse of 
money and capricious and fruitless expendi. 
ture by launching all sorts of pet schemes 
and projecls in many States, including Orissa, 
During Congress rule by Shri Patnaik o ~ 
of rupees were wasted in Orissa. 

For example, lake the Paradip Project. 
on which Rs. 15 crores were spent by the 
Slale. When Ihe Centre took over this 
project, il did not pay back the St.lle what 
it spent on the project. Not only Ihat, it is 
charging intereSI from the State for the loan 
which it gave even Ihough the benefils of 
the port go to Ihe Centre. This is creating 
friction helween the State and the Centre. 

Article 275 refe" to grants in aid by the 
Centre to the Slales. There should be block 
provision in the budget for drought, ftood 
etc. and it should be givcn always as &rlDt 
in aid and never as loan. 

MR. CHAIRMAN: The hon. Minister. 

SHRI K. IAKKAPPA (Tum};ur): ] 
have to move my amendment. 

MR. CHAIRMAN: The time for mov· 
ing amendments has already passed. Your 
name was called al the time of movilll 
lll d ~t  bul you w t - ~tt ll. 



SHRI Ie. LAKKAPPA: Now I am 
present. Time for movill8 amendments was 
not fixed. 

MR. CHAIRMAN: You willl1nderstand 
that there is a time for doing thaI. Other 
Members were here anJ they moved their 
amendments. Unfortunately. you were not 
here then. 

SHRI NAMBIAR : He missed the bus. 

MR. CHAIRMAN: I think, you may 
Dsk a question after the Minister's speech. 
Now, the hon. Minisier. 

THE MINISTER OF STATE IN THE 
MINISTRY OF FINANCE (SHRI I'. C. 
SETHI): Sir, the issue of Centre-SIDle 
relationship vls-fl-vis financial matters is a 
very crucial and important matter and their 
are no two opinions on the fact that the 
relationship should be very harmonious. It 
should be advantageous to both. The Centre 
should set the best of the benefit and, at the 
same time, the work of the States on the 
financial side should not be retarded. 

There is a constitutional provision with 
reprd to the devolution of the various in-
comes. According to this constitutional 
provision there is a division of the revenue 
income which accrues to the Centre on 
account of customs, excise and income-tax. 
Besides this, there are certain subjects with 
the States in the Schedule itself where the 
States are also having an arena to raise their 
n:venues and to tap those resources. 

SHRI NAMBIAR : Only sales-tax. 

SHRI P. C. SETHI: There are many 
thinls. I need not enumerate them; the 
hon. Member, Shri Nambiar, very well knows 
them. 

SHRI NAMBIAR : there is practically 
nothinB· 

SHRI P. C. SETHI: The items which 
fall under excise duty ind which are divisible 
between the States and the Centre at one 
period of time were 3S ; DOW they have 
IP'OWD up to 68. Therefore tbe areDa for 
the division of eKicse duty income to the 
Centre and of the customs duty and income-
till is beiq widened. 

Theil, eYW)' five ,..... there Ie tbe 

D,btl D/ ,." (R".) 

FiDance Commisalon which PI iDto all 
aspects. They tour the States, take th e 
opinion of the States' repmeIltatives aad it 
it is on their recommendation that non-
de\'Clonmental or revenue el(penditure and 
other things arc:' considered. 

Besides this. there i~ the forum of the 
Planning Commission. Then there is the 
Chief Ministers' Conference and the Finance 
Ministers' Conference. The Plan expendi-
IIlre is governed on the basis of the various 
discussions held in these various forums. 

SHRI NAMDIAR : All these are there to 
deny the money to the states. All the dis-
clIssions are there but not the money. 

SHRI P. C. SETHI: I would like to 
10 tell the Ho;ase that in the First Plan 
period the share or divisible taxes and 
duties was Rs. 345 crores; in the Second 
Plan it rose to Rs. 711 crores ; in the Third 
Plan it rose to Rs. 1,196 crores. In 1966-67 
it was Rs. 373 crores. in 1967 -68 it was 
Rs. 416 crores, in 1968·69 it was Rs. 491 
crores and in 1969·70 it will be Rs. 519 
crores. Therefore the share of the division 
of the various incomes which I have just 
now enumerated has also been mouDtiDB up. 
It is not as if the Centre is usurpina all the 
money. After all, a happy harmony between 
the Ceiltre and the States is absolutely 

~ . Nobody would Brodie the 
Centre ......... (,,,tt,rIlPlIOII) 

SHRI F.. K. NAYANAR : You keep the 
States backward. 

SHRf P. c. SfTHI: The Central 
Government is responsible for the defence 
of the country. Nobody i. interested In 
keeping the States backward because the 
State is a part of the country aud if a State 
remains backward then we are all back-
ward ......... (/IIte"""',,,,) 

SHRI E. K. NAYANAR: You are 
always keepin, them backward. 

SHRI P. C. SEnll : 90 per cent of the 
people lire educated in Keraill. 

S8RI E. K. NAY ANAl. : Where I. \.be 
precillon IOOIs fK\Ory? Where i. the phyIo-
Ilbemkals project? YOII are alway. keepiDf 
US beI:kwIrd. 



347 MAIlCH 14,1969 D,bt. 0/ StilI" or".) 
SHRI P. C. seTHI : Not in the least. 

SHRI SEZHlYAN: The Mini9ter ha9 
~Id that 90 per c:ent of the poople in Kerala 
are educated. Is il a crime? Does he 
want to punish them on that score? 

SHRI P. C. SETHI: Whal I mean 10 
say is it is not a backward State. It is a 
most forward SIale. We are all proud of it. 
II ~ U llo'I  

MR. CHAIRMAN; Order, order. If 
there is any clarifieat ion to be sought.:1 
question can be: asked. 

SHRI P. C. SETHI : do ~  as far 
as the division of th.. iocome is concerned, 
it is based on t ~ ~l'. . I ti ' "I' t ~ 

Finance Commission whil'h is a semi·juJidal 
body. It would be wrong to say that the 
Central Government alone has been 
formulating certain policies and dividing 
income according to their whim, and have 
been giving priority to certain St:1tes an:! 
have been treating other States on a 
differential basis. There has been appoint-
ment of commissions from timo to time and 
it is on the basis of the recommendations of 
these commissions that various Plan aids 
and other things have gone to the States. 
Apart from the division on the incomes and 
the assistance which is given for the I'lan. 
there are other things for whiCh assistan"c is 
liven. For example, if there is any natural 
calamity. Ihe relief is provided in t he form 
of a Irant. Similarly. tbe relief is provided 
for the rehabilitation of displaced persons, 
police housing to tide over tbe ways and 
means difficulties, etc. All these things are 
there. Therefore, not ooly there is the 
division of various duties, there is the Plan 
assistance in the form of a srant and also in 
lhe form of a loan. 

So far as the Plan ~~i t  is 
eoncerned, t he Plan assistance has been 
varyilll in percentage as far as aid is concer-
ned or as far as II'8nt or loan is concerned. 
But it is DOW beilll considered thllt we should 
evolve a certain formula and it has been 
cenildered that .as far as Plan assistance is 
concerned. 30 "" cent should be aid and 
about 70 per c:ent should be loan. So, all 
dleae things are still under consideration. 
The finance COmmission and the PlanDiDs 
Commission are 80ml mto it and the various 
Qlief tdiDisters' ~. an\1 ot~ 

conferences which are held will, certainly. 
take into consideration the difficulties of the 
State Governments also. 

One will have to realise that as 
far as expenditure is concerned, the 
expenditure is both Plan expenditure, deve-
lopmental expenditure, and non-Plan expen-
diture. We cannot take a posture that we 
would go on saying that the Centre has 
not been treating us fairly well and, at the 
same time, we would go on spending more 
on non-developmental expenditure or anv-
thing of that tyoe. Therefore, a certain 
sort of financial drill will have to be 
maintained and the States, I think, will 
surely cooperate with the Centre in t i~ 

matter so that we Cln bave a ~tt  harmony 
of the d l' lo ~ t l and non·developmental 
~ Dditll . NlIbodv would grudge that 

certain re.;pJn ;ibililies of the Centre are 
there. For example, we were not very 
happy to i ~ our defence expenditure. 
But if t he defence expenditure of the Centre 
h3i gone uP. nobody would say that it was 
not necessary. Similarly, there are Other 
.~ ditll  which are absolutely necessary 

b('Jth ror the States and the Centre. What 
I would like to ask is this that wherever 
developmental expenditure has been incurred, 
as has been made out during the Budget 
debate that we have spent or we have invested 
so much money in the public sector projects, 
naturally, the publil' expects from the 
Government that this investment sbould 
give us a fair return. Similarly, wherever 
we have invested money either in the irriga-
tion projects or in the other developmental 
projects, in the States, we do expect from 
the State Governments that they would 
utilise this money in such a manner that this 
would also start giving them revenues. that 
would also augment their income. That is 
also 10 be considered. The traffic has to be 
both ways. We cannot expect onl" one part 
of the Government to function effectively and 
the other part or the other limb of the 
Government not to function very effectively. 
This point has also to be considered 
wherever loan bas heen advanced for these 
purposes; 

There has been a demand that there 
should be a permanent council or a 
permanent Finance Commission for tbis 
purpose. At the moment, the fiDal1ce 
Commission goes into the problems and, 
as ,. .. *" ~ expenditUro it 



cOllcerned, they take into account the 
variations which are likely during the next 
three or four years. The Finance Commission 
takes considerable time in goiog through all 
these problems. Therefore, at present, it is 
not being considered oecessary to appoint a 
permanent Financc Commission. 

SHRI NAMBIAR : Why'! 

SHRI P. C. SETHI: Because the pre-
~ t Finance Commission, a, it b constituted, 
takes into ~o t the likely variations, and 
adjustments can be made on that basis. 
But certainly I am not going to argue 
very much on this. This is a point which 
could be examined from time to time and 
this can be later on looked into. 

I have already indicated how the 
ass;,tance to the State, has been mountmg 
up from time to time. At the moment, the 
total loan outstanding again,t the States h 
about Rs. ;1'11 Clllles. As fa .. as ("cntral 
Government i::, &;,:onccfneu, the h.tai loan 
whieh is outstamltng is abollt Rs. lu,OOn 
crores. If we take into account this 
suggestion that there should be amortisation 
or that a sinking fund should be provided 
to write off these, then I would say that the 
financial position of the Central Government 
will be completely weakened. We have not 
taken the posture that, wllatever loans we 
have taken from the public or whatner 
loans we haye taken from elsewhere, we arc 
not going to repay. The Central lio·.ern-
mellt is committed to .epay the I"an as ,,"ell 
as the interest. Therefore. "hateYer assb-
tance has gone in t ~ form of loan or In the 
form of aid to the States, certainly we do 
expect that with the rate of interest whkh 
varies according to the terms and conditions 
under which the loan has been given. '1 here-
fore. the proposition thai a sinking fund 
should be provided to write oil" the loans i, 
difficult to accept ...... 

SHRI NAMBIAR: How !:an the States 
pay ? The States must ~  the capacity 
to pay. 

SHRI P. C. SETHI: If you cannot puy, 
we cannot pay. Afler all, the country is 
one. If the Central Government "annot pay 
and if you also cannot pay, what will be the 
fate of th.country 1 It i. for you to r",,",ise 
that. Therefore, let us think in more con-
i~ti  terlllti. We can certaiDly talc into 

account the difficulties of the State Govern-
ments. Tbat is what tbe Finance CommiuloD 
is going to do. 

SHRI SURbNORANATH OWIVEDY: 
Don't charge interest. 

SHRI 1'. C. SETHI: We are certaiAly 
trying to find out ways and means to bave a 
consolidation, a rationalisation. and the 
Unance Conlln;,sion itbelf is going mto all 
these problems. I am sure tbey would 
cOllie out with a report, and it is o.l;IIy pIter 
their report comes that we can take a fairly 
good view about the whole thing. 

Therefore, I would request Mr. Esthose 
not to press his Resolution. It is receiving all 
the sympathetic consideration from our side. 
l! is recelV.ng all possible considerlltioo from 
the side uf the bnanee Commission, and 
w ~1l the report of the Hnance Commission 
COl/1es, I am ,ure, it will rec-eive its due 
.:onS/deration 'lOt only at the government 
level, but it will also be discussed in the 
1I0use, and that timc would be tbe appro-
priate time when thi. thing could be laken 
up aiain. 1 would, therefore, request Mr. 
blho.e to withdraw his Resolution. It has 
certainly drawn the attention of the HOU6C, 
of the Government and of the whole country. 
In ,ase Mr. bthose does not propose to 
withdraw his Resolution, then I would 
.equest the House not to ~ t it. 

MR. CHAIRMAN: Mr. Lakkapa. He 
may put Just one Simple and direct question. 

SHRI K. LAKKAPPA : I was busy 
in some other meeting. I had sent an 
amendment to the Resolution moved by my 
hun. friend, Mr. lsthose, regard iDa 
amortisation of debt.. My amendment w ~ 
to appuint a Commission ...... 

MR. CHAIRMAN: He Illay plcabc 15k 
his question. 

SHRI K. LAKKAPPA: My JnteCltion 
in framing that amendment was to have a 
rational approach so far as amortisation of 
debts of States was concerncd. In view of 
the serious situation arising out of the 
rcgional imbalances, sUSllcstions have been 
made by several Chief Ministers of non-
Cunllress Statcs ; invokina article 263 of the 
Constitution, to have a permanent Council 
10 go into tbe mailer in Iktllil with rc'jlCI;t 
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to the debts of the States to the Centre, 
because there are a number of investments 
which have been made from the loan taken 
by the States ; they ba ve even become idle 
investments, but interest on tbem has 
accrued heavily. 

]n such a situation, the States will face 
a financial crisis. Will Government be 
prudent cnoulh to constitute forthwith such 
a permanent Commission under the Consti-
tution. to 10 into the matter? 

SHRI P. C. SFTHI: As far as the 
appointment of a permanent Commission is 
concerned, I have already said that at the 
moment, it is not under active consideration. 
Let us receive the Report of the Finance 
Commission. It will be only after that 
that we can live more thoughtful considera-
tion to this matter. Perhaps the House 
will also be in a better position then to think 
llbout it. 

As far liS the ~tio  of divergent views 
expressed in the NDC, the ,iews expressed 
there were certainly divergent, hut the Planning 
Commission and others have evolved a 
formula for this, and we are tr)'ing 10 work 
on that. 

SHRI P. P. F.Sn-tOSE : I hR\C lislened 
patiently to Ihe reply oJ' the hon. Minister 
oJ'Stale. Unfortunately, I am lIol satisfied 
with his reply. 

The hon. Members J'l'l1m Urissa, '!'Hmil 
Nadu, Sellaal and even Ihe Conaress Mem-
ber from Andhra and manl olhers who 
spoke have placed added emJ111asis on Ihe 
demands made in my speech. Even members 
from Conaress Benches have ~ the need 
for a reconsideration of the present position 
so as to aive more finances to the States. 

The han. Mamber from Rajaslhan gave 
a very vivid picture of the backw8fd charac-
ter of Rajasthan. Similarly, we ~' ld hear 
from every State the cry for more finance 
for development. This is not a competition 
wilh Ihe Centre but is a cry for developmenl. 
If the Cenlre refu5CS to aCttde to this and 
does not t ~  it in Ihe spirit in which it is 
inlended, In elTect it will be aclina as a 
brake on IIrowth and de\'Clopll1ent of the 
IlCOple. 

Due to Ibe inllatiollary IlOli .. 'Y followed by 
the Leulialliove!'WJlent, tile :>tlte liovern-

ments Ire made to sull'er by WlY of incteasecl • 
expenditure on DA to their stall. Also with 
enhanced spendinl in other activities, nothinl 
is left in the States for developmenl, on acti-
vilies such as irril8tion, industry, electrifica-
tion, roads and other most essential thinlS. 

There is no use olTerilll lip-sympathy, liS 
was done by Ihe hon. Minister. There is 
no use sayinl thal there is no financc 
available with the Centre. Unless the fibl:lll 
policy of the Central Government is 
changed, you will sec the same helplesb 
position ~o ti i ll till it reaches the brea-
king point, when it is bound to go out of 
control. 

It is better for the Central Government 
to revise their policy in this regard. Their 
throwing the burden on the Finance Com-
mission will not save the situation. They 
may allol II lillie more to the States. But 
that will not be as much as the States want. 
This kind or answers will not satisfy the 
people of the Slates. even of the Conares, 
States. leave alone Ihe non-Congress States. 
hen States governed hy the ('ongress Parly 
arc demanding more and more finance. 

The Centre should not appropriate all 
Ihe aclivilies 10 itself. but bhould leave 
bllllle of Ihem III the Slates, ucept in the 
matter of dcfem.:c, c.:ul1ullunkations. ~ 't l l 
alTa irs and Irade. all other items should be 
handed ovcr 10 the Slales, namely. education, 
agril-ul\ure. police, health elc. nnance should 
also be siven to them in full. This will 
reduce I he burden of Ihe Centre lind can 
help _ Ihe Cenlre and Ihe States to have 
healthy relations and alleviate the sufferinp 
of the people. Thererore. I hope that this 
Resolulion will be IIcccptcd by the House. 

MR. CHAIRMAN : There Bre some 
amendmenls by Shri Nayanar, Shri 
Lhakrapani lind Shri Lobo PI'abhu. 

SHRI E. K. NA \' ANAR : I am not 
lI' ~i  my amendmont. 

MR. CHAIRMAN: HilS he lhe leave 
of the House to wilhdraw his amendment? 

Am,.""", Np, I IIIGI, by ItGl", ."·;thd,,,,, •. 
MR. CHAIRMAN: I iiball lIOW put 
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the other two amendments to the vote of 
theHouse. 

AmeMfU/mewll NOl. 1 ad S w.,. pili IIIId II,,,.,,etI. 
MR. CHAIRMAN: The question Is: 

"In view of the serious financial crisis 
::. facing all the States and the fact that 

enormpus debt cbafaes of the States 
eat into their c:tpacity to launch 
dewlopmesn schemes, this House cans 
upon the GoveIl1lllcnt to immediately 
work out a scbcme of amortis:ttion of 
debts in consultation with the States 
and to implement it." 

The ReIDIIltID" INI IIl!1rui'l!d ----18.511 bn. 

R.ESOLtmON .RE: STATUS OF 
mMACHAL PR.ADESH 

SHlU VIlCR.AM CHANDMAHAIAN 
(CIwDba): I move : 

"That this House is of opinion tbat 
the Union Territory of Himachal 
Pradesh be raised to the status of a 
State." 

This llesolution rellec:ts the hope and 
aspirations of minions of people of the 
border territory of Himachal Pradesb. 

MR.. CHAIRMAN: The hon. Member 
may continue his speech nelIt time. Does 
the House wish to take up half 4ft-hour 
discussion ? 

SOME HON. MEMBERS: No. 

MR.. CHAIRMAN : The House stands 
adjourned tin 11 A. M. on Monday. 

ll1bn. 

The Lok Sabha thetl adJDIlnw/ till £Inc" 
0/ the CI«k DII Dllll ~. M.rc" 17. Iml 
PhlllIII1III26, 1890 (S.k,,). 


