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12.57 s, .

(i) UNION DUTIES OF EXCISE

(DISTRIBUTION)  AMENDMENT
BILL,

(li) ADDITIONAL DUTIES OF EX-

CISE (GOODS OF SPECIAL IM-

PORTANCE) AMENDMENT BILL,
AND

(iia) ESTATE DUTY (DISTRIBU-
TION) AMENDMENT BILL.

THE DEPUTY MINISTER IN THE
MINISTRY OF- FINANCE (SHRI-
MATI SUSHILA ROHATGI): I
move:

*“That the Bill further to amend
the Union Duties of Excise (Distri-
bution) Act, 1962, be taken into
consideration.”

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

*“That the Bill further to amend
the Estate Duty (Distribution) Act,
1962 be taken into consideration.”

MR, SPEAKER: Motion moved:

*“That the Bill further to amend
the Union Duties of Excise (Distri-
bution) Act, 1962, be taken into
consideration.”

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

“That the Bill further to amend
the Estate Duty (Distribution) Act,
1962, be taken into consideration.”

Now, all these three Bills will be
discussed together. The time allotted
iz 2 hours.

SHRIMATI SUSHILA ROHATGI:
The House will recall that the Report
of the Sixth Finance Commission
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dum on the action taken by the Gov-
ernment thereon was laid on the
Table of the House on the 18th De-
cember, 1973. The Finance Commis-
sion was inter alia required to make
recommendations to the President as
to the distribution between the Union
and the States of the net proceeds of
taxes which are to be or may be
divided between them and the alloca-
tion between the States of the res-
pective shares of such proceeds. Union
duties of excise which are levied and
collected by the Governmnt of India
under Article 272 of the Constitution
fall in the category of taxes which
‘may be’ distributed between the Cen-
tre and the States in accordance with
the law made by Parliament after
taking into account the recommenda-
tions of the Finance Commission.

12.59 hrs.
[Mr. DEPUTY-SPEARER in the Chair.}

The Bill seeks to give effect to the
recommendations of the Sixth Finance
Commission in regard to the distribu-
tion of the net proceeds of Union
Duties of Excise between the Centre
and the States on the one hand and
among the different States on the
other. The Commission has not sug-
gested any change in regard to shar-
ing of the basic Union Excise Duties
and the States’ share would therefore
continue to be 20 per cent of the total
net proceeds as at present. The Com-
mission has, however, recommended
that the auxiliary duties of excise
introduced from 1973-74 which are
not shareable with the States at pre-
sent should also be shared with the
States as in the case of basic Union
Excise Duties from 1976-77. The.
Commission has recommended that
the States’ share should be distributed
among themselves on the basis of 75
per cent for population and 25 per
cent for backwardness, the inler-se
distribution of this portion being in
relation to the ‘distance’ of a State’e
per capite income from that of the

along with an Explenatory Memoran-

*Moved with the recommendationof the President.
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State with the highest per capite in-
come tultiplied by the population of
the States concerneq according to 1971
' census. The weightage given to
backwardness by the last Commission
was 20 per cent and they had also

adopted a variety of factors for deter- .

mining backwardness of the States.
13 hrs.
. The other recommendations of the
" Commission relating to the sharing of
Income-tax and payment of grants-
in-aid etc. have been dealt with in
the Explanaf Memorandum  al-
ready laid on the Table of the House
and 1 need not go over these details
once again,

The aggregate transfers to the
States under the Commission’s recom-
mendations are estimated at Rs. 8609
crores in 1974—79 at 1873-74 rates of
taxation.

The actual transfers during 1974—79
would be more as these will include
States’ share in additional taxation
‘which the Central Government may
undertake during these years.

Honourable Members would be in-
“terested. to note that the transfers to
‘States from the Centre have been
steadily on the increase under the
‘successive  Finance Commission's
awards. The transfers during the
‘First Plan period which amounted to
‘Rs. 447 crores went up to Rs. 918
crores during the Second Plan period,
Rs. 1590 crores during the Third Plan
period, Rs. 1782 crores during the
period of three annual Plans and Rs.
8318 crores during 1969—74 and the
estimated transfers durlg 1974—79 on
‘the basis of the recommendations of

_ the Sixth Finance Commission as men-
tioned by me earlier, are Rs. 9609
crores.

A noteworthy feature of the re-
commendation of the Sixth Finance
‘Commission is that the Commission

has provided Rs. 888 crores over the:

period of the Fifth Plan for upgrada-
tion of the standards of administra-
tion and social services In the back-
ward States s0 as to enable them to
«come up to the level of average of all
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States during the Fifth Plan pericd.
akingthmamountintoaewun&m—

- Commission - has assesseq the

plan revenug gap. of eighteen Sh'm :
at Rs. 7745 crores without devolution
of taxes.

The States of Haryana, Mabarashtra
and Punjab are, in the assessment of
the Commission, expected to have-
non-Plan Revenue surplus amounting
to Rs. 312 crores even without any
tax devolution. The tax devolution
to all the States during the Fifth Plan
period on the basis of the recom-
mendations .of the Commission would
amount to about Rs, 7099 crores. With
this devolution seven States will have
a surplus aggregating to Rs. 2176
crores. The non-Plan deficit arising
even after the devolution for the re-
maining fourteen States i estimated
to be Rs. 2510 crores and the Commis-
sion has recommended grants-in-aid
of this order under Article 275 of the
Constitution for the period 1974—79.

This order of grants-in-aid shows a
very large step-up over that given to
the Stateg under the recommendation
of the Fifth Finance Commission. .

With these words, I move my first
Bill:

“That the Bill further to amenfl
the Union Duties of Excise (Distri-
bution) Act, 1962, be taken into
consideration.”

I have already moved the second Bill
which says:

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

(Goods of Special Importance) Act

1957, be taken into consideration.”
The Bill seeks to give effect to the
recommendations of the Sixth Finance
Commission regarding distribution

. among the States’of the proceeds of

Additional Duties of Excise levied on
sugar, tobacco and textiles.

Hon. Members are aware that these
duties are levieq with the agreement
of the State Governments in 1957 in
replacement of States’ sales tex on
these articles. The net proceeds of
these duties, other than those attribu-
table to Union Territories, accrue to
the States.
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Under the nt arrangement, out
of the net proceeds of Additional Ex-
clae Duties, certain sums not less than
the revenue realistd by each State
from the levy of sales tax on sugar,
tobacco and textiles, are guaranteed
{0 it and the proceeds over and above
the total guaranteeq amount are also
distributed to the States in accordance
with the percentage share recom-
mended for each State by the Fifth
Finance Commission. The Sixth
Finance Commission, like earlier
Finance Commissions, had been asked
{0 ensure that in this scheme of dis-
iribution recommended by it each
State received a sum not less than the
revenue realised by it from the levy
wof sales tax for the financial year
1856-87 in that States. The Com-
mission has, however, felt that there
was no need to set apart any guaran-
teed amounts to the States as in the
Commission’s opinion which is based
on factual figures, there is no risk of
the share of any State in the net pro-
ceeds of Additional Excise Duties fall-
ing short of the revenue realised from
the levy of the sales tax on the com-
modities sybjected to additional duties
of excise in lleu of sales tax for the
financial year 1856-57 in that State.
The Commission has accordingly pro-
posed that the entire net proceeds
after deducting the portion attribut-
able to the Union Territories be dis-
tributed among the States on the basis
of population, State Domestic Product
at State current prices and the pro-
duction of the commodities subjected
to Additional Excise Duties in the
ratio of 70:20: 10. The Fifth Finance
Commigsion had recommended that
the distribution of the balance after
payment of guaranteeq amounts shall
be made 30 per cent on the basis of

ypopulation and B0 per cent on the
basis of sales tax collection (exclud-
ing Central Sales Tax). The Sixth
Findnce Commission had fixed the
share of the Union territories at 1.4}
per cent and for the balance of 9859
fer cent preseribed percentage shares
h respect of each State.

Amdt. Bilj Addl Duties of
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The yeld from additional excise
duties which amounted to only Rs.
52.68 crores in 1968-69 rose to Rs.
134.84 crores in 1972-73 and the Budget
Estimate for 1974-75 places the net
revenue from these duties at Rs.
175.52 crores. Excluding the cost of
collection and the proceds attribut-
able to Union Territories the States’
share would work out to Rs. 172
crores. The large increase follows
the implementation of the decision of
the National Development Council in
December,: 1970 that the incidence of
the additional excise duties should be
stepped upio 108 per cent of the value
of the clearance within a periog of
two to three years The Finance
Commission has pointed out that it is
clear from the Memoranda submitted
to them by the State Governments
that the State Governments are by
and large satisfled with the manner
in which Government of India have
implemented the recommendations of
the National Development Council
and that most of the State Govern-
ments do not seek any material
change in the present scheme of levy
of additional excise duties.

The Bill being introduced is &
simple one for giving effect to the
recommendations of the Sixth Fin-
ance Commission.

Now, the third Bill 1s further to
amend the Estate Duty (Distribution)
Act, 1962

This Bill relates to the distmbution
of the net proceeds of Estate Duty in
respect of property other than agri-
cultural land among the States, as
recommended by the Sixth Finance
Commission. The Commission was,
among other things, required to make
recommendations in regard to the
changes, if any, to be made in the
principles governing the distribution
amongst the States under article 269
of the Constitution of the net proceeds
in any financial year of Estate Duty
in respect of property other than
agricultural land In the Commis-
sion’s Report, which together with an
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Explanatory Memorandum on the ac-
tion taken thereon, was laid before
the Lok Sabha on the 18th December,
1973, the Commission has made re-
commendations in this regard.

Hon. Members woulg have observed
from the Report that the Sixth Fin-
ance Commissfon, after considering
the various suggestions made by the
State Governments, came to the con-
clusion that the principles of distribu-~
tion, enuncited by the Second Finance
Commussions and endorsed by all the
subsequent Finance Commission do not
call for ay change. The only change
that the Sixth Finance Commission has
recommended 1§ reducfion in the share
attributable to Union Territories from
3 per cent to 2.5 per cent. This takes
into account the population of the
Umon Ternitories as now constituted
and the gross value of immovable
property located therein and brought
into assessment for the five years end-
ing 1871-72. For the balance of the
net proceeds, the sum apportioned to
immovable property has been recom-
mended to be distributed in propor-
tion to the gross value of such pro-
perty located 1n each State and
brought into assessment in a year and
the sum apportioned to other property
in proportion to the population of
each State according to the 1871 Cen-
sus. The Government have accepted
the recommendationg of the Commis-
sion.

This Bill seeks to give effect to the
recommendations made by an expert
body constituted in terms of the con-
stitutional provisions. Except for re-
fixing the share of the Union Territo-
nes at a lower level, the Commission
has not proposed any change in the
existing principles in regard to the
distribution of the net proceeds in
any financial year of estate duty in
respect of property other than agri-
cultura] land. The provisions of the
Bill do not reguire any further ela-
boration. I shall try to cover the
points that the Hon. Members may
raise during the debate, later.
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MR, DEPUTY-SPEAKER: Before
I call the next speaker I would like
to clarify one point from the Minis-
ter with regard to the thirg Bill. Does
it involve any outgo from the Conso-
lidated Fund of India especially when
the percentage is fixed by the Fin-
ance Commission and the reduction of
Union territories per centage. In any
case you can give the reply later.

SHRI SOMNATH CHATTERJEE
(Burdwan); Bir, these three Bills
have been brought presumably to im-
plement the recommendations of the
Sixth Finance Commission. So far as
the first Bill is concerned, that is, the
Union Duties of Excise (Distribution)
Amendment Bill, it appears from the
recommendations of the Finance Com-
mission that the basis of allocation
has been the strength of population
and the assessment of Duty. So far
as the weightage of the population
factor is concerned compared to the
previous Finance Commission's re-
commendationg the weightage of the
population factor has been reduced
from 80 per cent to 75 per cent and
so far as the balance is concerned it
is being recommended for distribution
on the basis of the per capita income.
It is seen that the BSixth Finance
Commission has considered per capita
income as the sole criterion to decide
the relative economic position of the
different States. But, Sir, while the
per capita income has been treated
the sole criterion the weightage is
not being given on that basis but the
element of population as well as the
total assessment State-wise is also
taken into consideration.

Now, the concept of a backward
State has also been introduced in the
Bixth Finance Commission’s report,
but so far, in relation to the shares
of some of the backward States, al-
though they need greater allocation,
I am sorry to gay that the pattern is
not in conformify.with the relative
needs as indicated by the different
levels of the per capita income of the
different States. Therefore, there are
certain anomslous approaches in the
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Fingpee Commigsion’s recommenda-
tiows. The Government have accept-
ed these recammendations, but so
far a8 toe backward States are con-
cerned and the backward areas in
different States are concerned, their
grievances still remain.

So far as the additional excige
duties are concerned, it appears that
the entire amount has been thrown
into the divisible pool. In this case,
for the purpose of allocation, the
weightage of population factor has
been fixed at 70 per cent. The balance
is sought to be decided on the basis
of the level of consumption. How to
determine this consumption level is
not clear, because the sale-tax on
these products is no longer in vogue.
Therefore, what 1s the method of
determining the consumption level
area-wise and also the population
factor? .

The hon. Minister referred to the
State domestic product. In this case,
I find that the weightage of the State
domestic product has been given as
20 per cent and that of production at
10 per cent.

When the population factor is given
a weightage of 70 per cent, it shows
the mnportance which is being attach-
ed to 1it, but what I want to say is
that the population factor only fur-
nishes a broad measure of the neces-
sity or the need. It cannot bg the
sole basis. If the per capita income
is treated as an indicator of the need,
then a higher weightage should have
been given to that factor. To meet
the problem of backward areas, one

has to find out how one fests the
nature of the backwardness or the
degree of backwardness. Is it on the

bais of population? Is the require-
ment to be-tested population-wiza or
per capita-wise?

AN HON. MEMBER:
wise,
BHR! SOMNATH CHATTERJEE:
I? it is per capita-wise, then, what
is the relationship between the popu~
702 L.8.—10

Per capita- .
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lation factor and per capita income as
such, when the population factor is
given a weightage here?

Therefore, two things have to be
seen. If the per capita income is
treated an an indicator, one has to
ascertain correctly the per capita in-
come. In so far as the other factors
are concerned, namely, the factor of
contribution by the States, on the
basis of a very well-recognised prin-
ciple, namely, locally originating in-
come, then, some States should have
been allotted a much larger percent
age out of this divisible pool. There-
fore, without ascertaining the real
needs or the relative needs on the
basis of per capita income, on the
basis of locally originating income
in the background of the population
factor, one cgnnot arrive really at an
acceptable basis of the division of the
amount, which the Constitution re-
quires, to be divided in accordance
with the law to be made by Parlia-
ment.

The general system has bheen +to
follow the Finance Commission’s re-
commendations, but so far as the
Sixth Finance Commission is concern-
ed, it has made certamn impeortant de-
partures from the norms applied by
the previous Finance Commissions.
So far as the larger allocation to the
States is concerned, we welcome it,
but there are certain anomalies in the
approach to this matter as I was try-
ing to point out.

The other important aspect is the
corrclation between plan expenditure
and non-plan expenditure. Sir, so
far as the non-Plan accounts are con-
cerned, there should be a proper ad-
Justment between the Planning Com-
mission’s finding and the Finange
Commission’s recommendations. On
the total allocation of the non-Plan
expenditure, proper normg should be
evolved jointly by the Planning Com-
Mission and the Finance Commission
in consultation with each other. Then,
Sir, for the proper utilisation of the
resources, both Plan resources and
non-Plan resources, it is essential that
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there should be close cooperation bet-
ween these two Commissions. Now,
so far as the Plan resources are con-
cerned, you are aware that this is
being dealt with the Planning Com-
mission and the non-Plan resources
are primarily dealt with by the Fin-
ance Commission laying down the
principle of distribution. Therefore,
unless there is close cooperation bet-
ween them and norms are evolved
jointly by these two Commissions,
there is bound to be lack of direction
in the approach, in proper adjustment
of these two different types of ex-
penditures. Therefore, Sir, we submit
that these aspects should be looked
into,

The other two important points
which I wisth to stress are because
here, we are not dealing with the re-
commendations of the Finance Com-
mission as guch recovery and realisa-
tion of these duties. So far as taxes
and duties are concerned, there are
charges of evasion, charges of under-
assessment, and there are even char-
ges that most of the duties are being
written off for lack of seriousness or
proper approach in regard to this.
Therefore, lesser and lesser realisa-
tion is bound to affect the States' re-
sources because unless the total re-
sources are available this is done on
a percentage basis it will not be possi-
ble to make a proper distribution.
Therefore, it is essential that there
has to be a proper realisation, collec-
tion and strict enforcement of the
machinery for collecting these duties
and taxes. But, as we know, in this
-country, there are some who are
favoured. Those are favoured for re-
asons which are quite obvious.
They are never made to pay their
taxes, Large amountg are in arrears.
but, they are never required to pay.
The official machinery is not taking
action against them.

My other point is this. Without
being intending to be parochial, 'so
far as the special needs of West Ben-
gal are concerned, I wish to draw the
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attention of the hon. Minister to cer-
tain matters. Sir, so far sg the State
of West Bengal is concerned, there
are very many peculiar problems,
particularly, the City of Calcultts,
the navigabiMly of the river Hoogh-
ly, the future of Calcutta Port which
is at stake, the Haldia development
project which has come to a stand-
still, our metropolitan project which
is in doldrums....

MR. DEPUTY-SPEAKER: All that
has to come from the distribution of
these duties?

SHRI SOMNATH CHATTERJEE:
What I am irying to say is, it is
necessary to rerund the Government
of the special problems of our State
so that they may take note of it. My
point 15, these specia] problems should
be kept in mind. So far as West
Bengal's contribution to the Central
pool is concerned, it i the highest if
not the second highest. But, what is .
coming back to West Bengal. in the
form of assistance from the different.
Central funds, is not commensurate
with the contribution which is being
made by the West Bengal Govern-
ment. Therefore, Sir. 1 would re-
-quest the hon. Minister to see that
Government takes note of these facts
and comes to appropriate decisions.

MR. DEPUTY-SPEAKER: You have
not made any concrete proposal.

SHRI SOMNATH CHATERJEE: We
want more money.

MR. DEPUTY-SPEAKER: In that
case, you should have come forward
with some aumendments. At this stage,
what can the Government do? We are
considering and passing thig Bill.

SHRI SOMNATH CHATTERJEE: Be-
cause of the three holdays, we could
not give notice of amendments.

Lastly, I would like to know whe-
ther the Minister has obtained the
Presidential recommendation under
articles 117 and 274 of the Constitu-
tion of India. It is not clear from this
Bill whether such a recommendation
has been received.
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MR. DEPUTY-SPEAKER: The Table
has brought it to me that the recom-
mendation is there and it was publish-
ed on the 5th of March.

SHRI SOMNATH CHATTERJEE It 15
not shown in tlus Bill,

SHRIMATI SUSHILA ROHATGI
The State Duty (Distribution) Amend-
ment bul, does not mmvolve any out-
go from the Consohdated Fund of
India

SHRI SOMNATH CHATTERJLE: But
I still find that there 1s a reco nmenda-
tion

MR DEPUTY-SPEAKER There are
a number of anomalous things about
this last Bil 1 do not know wbethe:
it requures Presidents recommenda-
tion It 15 vtated here that the Cuntral
Government 18 only a collceting agent
It collects taxes and gives 1t to the
States It 1s also determ ming the
percentage To me the entire thing
‘appears to be rather anomalous That
is why I put the question to the hon
Munister

SHRI SOMNATH CHATTERJEE
Therefore, I submut these are import-
ant aspects which the hon  Minister
should take note of and reduce the
anomalies as far as possible Although
‘we have not been able to give amend-
ments to these Bill, we have glven our
suggestions All these aspects should
be borne 1n ming and these anomalies
should not be permitted to continue

SHRI MURASOLI MARAN (Mad-
ras South). Mr Deputy-Speaker, as
Shr:  Chatterjee has rightly pointed
out, the object of these three Bills is
to implement the recommendations of
the Finance Commission on the shar-
ing of excise duties, which 15 permis-
slve by nature, unlhke the sharng of
income-tax, which is obligatory. As we
all know, right from the first Finance
Commission, various commodities have
been added to the List and the First
Finance Commission fixed that 40 per
Pent of the excise duties on three
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major commodities should go to the
States. Rught from the third Finance
Commassion, 20 per cent of the excise
duties on all commodities is divisible.

The question arises whether we
should depend on the Finance Commis-
sion every five years for thigs division,
because it 15 almost 20 per cent of
the excise duties on all commodities.
Is 1t necessary that we should leave
this to the decision of the five wise
men of the Finance Commission? This
question was raised long before by
Dr Rajamnnar When Dr Raja-
mannar was the Chairman of the Fin-
ance Commission, he wrote m his
minutes

‘“There should not be a gamole on
ithe persona] views of five perso~s,
or a majonty of them.”

We have also the views of Shr Lakad-
wala, Shry Santhanam and cthers on
this 1ssue Could we not say that a
fixed percentage of these duties would
be divisible among the States, and
incorporate 1t in the Constitution 1t-
self” 1 am suggesting this because all
the Finance Commissions are agreeing
with the decisions of the earher Com-~
mussions on this point. It will also
avoid uncertainty and speculation

Then the question arises as to how
to apportion the divisible nool among
the States, how much weightage should
be given to the contrlbution consump-
tion and the relative social and econo-
mic backwardness of the States That
still remains unsolved The Sixth
Finance Commussion has suggested that
the inter se distribution or the appor-
tiomng of excise duties should be in
relation to the distance to the ¢Ii-India
average line

I think, this is a remarkable 1m-
provement But, as Mr Somnath
Chatterjee put it, how do we calculate
the per capita income? Because it is
not a dependable index, various States
have objected to the eslculation. I do
remember, our State has pointed out
to the Government at Delhi, 1mmedi-
alely after the last Finance Commis-
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sion Report arrived, that the data re-
garding per capita income are not-at
all correct regarding Tamil Nadu. 8o,
the question stjll remains: How do
they base the calculations? How do
they get the data? BSo, my view 1s
that per capita income is not a depend-
able 1index.

Now, the question of additional ex-
cise duty comes in. In 1956, jn the
National Development Council meeting
of the Chief Ministers, all States sur-
rendered the constitutional powers to
levy sales tax on cotton fabrics, wool-
len fabrics, rayon and artificial silk
fabrics, sugar and tobacco, Instead,
the sales tax was replaced hy addi-
tional excise duty. Many people have
commented on it. I am told during
the National Development Council
meeting, when Pandit Nehru rut that
question to the Chjef Ministers, they
readily agreed. They did not even
consult their colleagues in their Cabi-
net nor the Legislature. But tho:e
days havé gone. The States have now
become a little more sensitive. Then
the States surrendered their powers of
sales tax. »

It is written in the Report of the
Sixth Finance Commision that States,
Yike, Andhra Pradesh, Uttar Pradesh
and West Bengal want the discontimn:-
ance of this system and they want
status quo ante before 1956. They
want that the States shoulg be given
back their right of sales tax on these
commoditles, It is an interesting ques-
tion. In every federal country, this
question comes up We should ponder
over this matter. Should a rupee be
collecteq from either Kanyakumari or
Kashmir or Lucknow, ghould it travel
all over the place from Madras or
Kashmir or Hvderabad to Delhi, should
it wait for the recommendation of the
Finance Commission ang then chould
it travel back to those State capitals?
This kind of travel will make the
rupee weaker. I do not think that the
rupee will be stronger by that,
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That is why my view is that we
should discontinue this system. The
States shoulg be given bark those
constitutional powers which might
have been surrendered voluntarily by
them. The States, like, Andhra Fra-
desh, Uttar Pradesh and West Bengal
have askeq for it. I think, this should
be considered by the Government.

We know that the Finance Commis-
sion in supposed to be the balancing
wheel of the finances of the country.
It 1s supposed 1o be an objective um-
pire in financial relations between the
States and the Centre But 1l 1s not
doing the duty, unforiunately, in &
way, judicious and acceptable to all
the States. Ivor Jennings (nce said
about the Commission, that C¢mmis-
sions propose but politicians dispose.
While explaining the Indian conditions,
he said, in India, the Commissions
may have the mantle of independence
but the moment they give recommen-
dations, the politiclans tamper with
those recommendations, He was speak~
ing during the ‘60s. The times have
changed now. The situation is some-
things different now.....

MR. DEPUTY-SPEAKER: Would you
give up the right of this House to dis-
cuss the recommendations of any Com-
mission?

SHRI MURASOLI MARAN: What-
ever the recommendations, I have t{o
speak on the Finance Commigsion’
Report also.

MR. DEPUTY SPEAKER: You are
objecting to politicians disposing of the
recommendations of the Commissions.
Would you forfeit your nght of dis-
cussing the recommendationy, uccept-
ing or not accepting the recommenda-
tions, of any Commission?

You
here.

SHRI MURASOLI MARAN: But the
Commussion should he indenendent.
We should not tamper with the Com-
mission if they are independent, My
point is something different, Ivor
Jennings is not right now. He might

are very much a politicfan
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have b right during those days.
But noe\:ﬂtimes have chunged. Now
we have committed Commissions jns-
tead of independent Commissions....

MR. DEPUTY-SPEAKER: That is
different.

SHRI MURASOLI MARAN: That is
my accusation.

The Sixth Finan¢e Commission has
come out with grants to States for up-
gradation of stamdards of idministra-
tion. This ig for the first time in our
federals finaance that grants-in-aid are
given lor upgradation of standards of
admunistration. For upgradation of
the general administration of States, a
sum of Rs, 102 crores has heen allo-
cated, and of these Rs. 102 crores,
Rs. 78 crores go to U.P. and Bihar.
Secondly, for upgradation of the ad-
ministration of justice, about Rs. 18
crores have been allotted, but Rs. 10
crores go to U.P, and Bihar..

MR. DEPUTY-SPEAKER: We are
going a little too far afleld. Here we
are concerned with excise duty.

SHRI MURASOLI MARAN: The sum
alloited to States for upgradation of
standards of administration js Rs. 815
crores; of these, Rs 456 crores, more
than 50 per cent, go to the two States
of U.P. ang Bihar, Unfortunately, the
recommendations of the Finance Com-
mission came during the U P. elections.
That is why, I say that now the com-
missions are committed commissions;
they are not independent commissions.
Politicians need not tamper with those
recommendations because it has alrea-
dy been tampared with. About Rs. 815
crores have been given to Statss for
upgradation, And in this list Tamil

. Nadu does not find a place. It may
be a compliment but it is a back-hand-

ed compliment. The understanding is
that our levels are up. But at what
cost have we upgraded? We have

spent money on elementary education,
slum clearance and administration of
Jails nd other things. We devoted
Lur scarce ressurces to those import-
nt activities of the Government. Now

Amdt. Bill, Addl. Duties of
Excise (Goods of Spl. Imp,)
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those Goverments which spent more
on elementary education and other
things like Tamil Nadu and Keraia,
which spent more on social services,
are being penalised. But those States
which kept quite and which did not
care for those activities are Leing
crowned, are given prizes. More than
Rs. 800 crores are being given for up-
gradation,

Now the question arises whether
those State Governments will spend
the money for those specific purposes.
You give the money for gpecific pur-
poses, for upgradatwon in respect of
elementary education, in respect of
jails, in respect of justice and so on
This doubt was in the minds of the
members of the Finance Commission
themselves. Now after allgcating the
money, more than Rs. 800 c-ores, the
Finance Commission says on page 9:

“With all the emphasis at our
command we wish to state here that
effective mechanisms must be e¢volv-
ed to see that the funds provided by
us for those services are not divertea
to other purposes.”

Here, after allocahing more than
Rs. 800 crores, they speak for scme
kind of effective mechanisms. Now I
would like to have this clarified from
the Minister whether they have thought
of some effective mechanism so that
those money may not be diverted tc
other functions. U.P. had its elections.
Therefore. it is all the more jmnportant
now. If Government have thought of
those eflective mechanisims, what are
those mechanisms? This is the ques-
tion which I pose to the hon Minister ..

SHRIMATI SUSHILA ROHATGI:
What is the question that has been
posed? I only heard of U.P. elections.

M’R. DEPUTY-SPEAKER: Have you
any mechanism by which you can en-
sure that the moneys sllotted Ly the
Finarce Commission are proper]y spent
:t:!r those items hy the States concern-

?
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SHRI MURASOLI MARAN: Not all
the money. For upgredation of ser-
vices, the Finance Commission has al-
lotteq more than Rs, 800 crores and
more than 50 per cent of it goes to UP
and Bihay and after allotment of the
money, the Finance Commission raises
doubts that these may be diverted for
other functions. So, once again, after
five years the same upgradation and
other things come up....

MR. DEPUTY SPEAKER: You sre
agajn going too far afleld. When you
are questioning the very basis of the
distribution of these customs duties
and other duties and then the percent-
age and all that, then it {s relevant.
But you are going into the very basis
of the entire functioning of the Fin-
ance Commission and its recommenda-
tions.

SHRI MURASOLI MARAN: The en-
tire bil] comes out of the recommen-
dations of the Finance Commission.

MR. DEPUTY-SPEAKER: It proceeds
from that.

SHRI MURASOLI MARAN: The
House did not get an opportunily to
discuss its recommendations

MR. DEPUTY-SPEAKER: 'That is
true. That is why I have allowed
you.

SHRI MURASOLI MARAN: Agaih,
the same point occurs anq the Madam
Minister also referred to some Stater
getting more non-Plan money. So.
with regard to that, I want to say
something, The Sixth Finance Com-
mission gave some debt velief. But
was 1t judicious? Was it done on an
objective basis? Once again, the ans-~
wer i8 ‘No', because they themselves
say that the debt relief was given
on a discrimmatory basis. T.ere ic
only one parallel for our Finance Com-
mission, In Australia there is the
Commonwealth Grants Commission
which is famous for its objectivity
Nobody questiops ifs judgment after
it is dalivered. But, here it is not so.
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It is all created to favour a few Btates
even though the and the
Secretary-Member came from Tamil
Nadu or from the South.

AN. HON. MEMBER: He has
become a Minister.

SHRI MURASOLI MARAN; That is
what I am saying. They have become
committed. A proper solution would
be that at the end of the implementa-
tion of the recommendations of the
Finance Commission, no State should
have a big surplus and at the same
time, no State should have a big defi-
cit.  But, what is happeniag now?
That is not so. Some States are having
a big surplus because of the debt
relief,

I want to quote from the Sixth Fin-
ance Commission's report itselt.

“If ;n the process some States
emerge with surpluses on the non-
Plan capital account, it cannot be
helped.” :

They themselves are helpless but after
gwing a relief to all those States. My
point is that in regard to these excise
-duties, the centre made a diversion.
Some excise duties are called addition-
al excise duties and some are called
auxihary duties. It is nothing but a
change in the nomenclature because
if they say it is an excise duty, the
State will get a share ang the momey
will go to the States. So, by changing
the name of the tax, by changing the
nomenclature, I think in the last
Budget or a year before that, the Fin-
ance Minister saw to it that no State
got a single paise, by chainging the
nomenclature of the excise duty as
auxiliary duty. But the Finance Com-~
mission did help the States But even
then tue help was reluctant. They
bave given the Centre the auxiliary
duties but from 1976-77 onwards these
auxiliary excise dutles, about 20 per
cent of it, should go to the States also.

So, my point js that the States are
being starved. | Lopk at the news-
Papers. In Kevals ang Kamnataka, th~

later
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Reserve Buank has given instructions
not to honour any cheques of the State
Government. This ls something un-
precendenteq because the Kerala Gov-
ernment have to pay for the pensioners.
The same is the case with.....

SHRIMATI SUSHILA ROHATGIL:
May I intervenie to submit whether it
is relevant to the present Bill. Whe-
ther the chejues are honoured or npot,
that is unfortunate. But is it rele-
vant?

SHRI MURASOLI MARAN: News-
paper reports have come. It 1s cow-
nected with the Madam’s Miuistry, 1
thought you would throw some light on
it.

MR, DEPUTY-SPEAKER: 1 was
cheiing the Rules. I was not tollow-
ing what you where saying,

SHRI MURASOLI MARAN: By
changing the nomenclature of the ex-
cise duty and calling it auxiliary duty,
no share will go to the States. So, I
was telling that the Centre was careful
enough not to help the States by chang~
ing the nomenclature. The Centre is
want only starving the States. As an
example I quoted the recent news
item.. ..

MR. DEPUTY-SPEAKER: ‘%his is
Additional Duties of Excise. The Act
is already there in existence ard this
ie only to amend that You are gomng
too far a field. You are djscussing
certain laws which are not there. You
are discussing the enfire basis of the
functioning of the Finance Commis-
sion whereas you should have confin-
ed yourself to the basis of the recom-
mendations with roference to these
particular Bills.

SHRI MURASOLI MARAN: This is
comnected with the Excise duty. Just
by changing the nomenclature as
auxiliary duty they starve the State: I
say, don’t starve the States, don't
thange the nomenclatuze. You have
starveq i, That {s why this thing
happened In the case of States like
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Kerala and Karnataka; they could not
keep up their bills, the Finance Minis-
ter of the State had to come to Delhi,
and all that. That ig why I say that
this should not be the policy.

With these words I conclude.

SHRI P. NARASIMHA REDDY
(Chittoor): Sir, while supporting the
Bill let me express my disappoint-
ment ...

SHRI JAGADISH BHATTACHARY-
YA (Ghatal). Sir, there is no quorum
in the House.

MR. DEPUTY SPEAKER: Please sit
down, Let the bell be rung.

—Now there 1s gquorum, The hon,
Member may continue,

SHRI P. NARASIMHA REDDY: Mr.
Deputy-Speaker, Sir, while supporting
the Bill brought forwarq by the hon.
Minister, let me express my disap-~
pointment at the way in which the
Finance Commisgion itself has proceed-
ed about its task after adumbrating
good principles and criteria of what
the federal finance should be and, in
what, way, the interests of the States
and the Centre should be ideally taken
care of in the federal set-up.

Why I say is that while allocating
the income-tax, the Commission itself
has gone a step forward and not only
it has increased the divisible pool by
5 per cent but 1t has also strongly sug-
gested that the corporation tax should
also be brought into the divisible pool
as 1t 13 not being done according to the
Constitution In fact, a constitutional
amendment has alsg been suggested in
order to bring the . corporation tax
into the divisible pool as far as income-
tax is concerned, and the Commission
hag gone bevond that and raised the
divisible pool by aboui 5 mer cent in
the case of income-tax. Whv the same
logic was not followed in the cace of
excise duly distribution, passes my
understanding. The Commismon has
rightly identifieq the festering sures,
the problems that are now confronting
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the States and the Contre's relatien-
ship as far as the lederal finances are
toncerned in the present day context
of India. The Commission has rightly
Said that the States being directly con-
cerned and being directly in touch
with the people, are entrusted increas-
ingly with burdensome responsibility in
the fielg of socio-economic spheres and
proceeding from that premise, the
Finance Commission should address it-
self to the task of allocting, more
realistically, more elastic sources of
income to the States sp that they may
fulfil this task of solving he basic
minimum needs and socio-economic
problems of the people.

Conforming to that standard and
following that logic, the divisible pool
in the case of excise duty should, natu-
rally, have been correspondingly in-
ereased. Why that should have heen
done I need not repeat it. But the
revenue of the States wis-o-vis the
revenues of the Centre have not shown
that corresponding elasticity or buyo-
angy with the result, as Shri Maran
pointed out, that the States are run-
ning into all sorts of difficulties 1n
view of the increasing burdens. In
fact, some of the States have been
brought to the positijon of financial in-
solvency. In such a context realising
all these factors, i1t 1s surprising why
the Finance Commission has rot heen
libera] enough or been logical enough
to enhance the divisible pool, as in the
case of income-tax, for excise and addi-
tional excise duties also. Anyhow, I
expect that the Government is not
barred from 1mproving upon the
Finance Commission’s recommenda-
tions. I do not agree with 8hri Maran
m so far ag he says, once the Commis-
sion makes its recomwmendations, they
cannot be altered or improved upon or
reconsidered at any other level It is up
to the Government and it is the Gov-
ernment’s bounden duty to go into the
reasonableness of the recommendations
of the Commission vis-a-vis actual
realities prevailing in the country and
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improve upon the yecommandations as
such, There wag evety justifitetion,
every logic, every need for impruving
the divisible pool, in so far thé excise
duties are concerned. Instead of gbing
further into the matter, I am leaving
it to the good sense of the Govern-
wmeant to come up at least a littls later
to Uberalise this sort of sllocation in
order to help the States out of their in-
creasing predicament in their financial
difficulties. I would suggest that the
Finance Commission should, in its re-
commendations, have broken tts tra-
dition to come forward with more 1‘be-
ral recommendations I do not think
it is a committed Committee in the
sense assigned to that word by Mr-
Maran This Commussion is only to
serve the 1nterests of the country
without making unnecessary “distinc-
tion between the Centre and tne States
and leaving them to oppose each other.
In fact, the Commission has rightly
said  that the administration of the
programmr2s and other action thereon
whichever could be conveniently car-
ried out could be assigned to the
Centre and whichever could be con-
venient {o the States must be done by
them and resources must be found for
fulfilling these objectives of the admi-
nistration Following this laudable
dictum the Finance Commission gave
greater weightage to backwardness
taking only per capita income as the
feasible indicator for determining the
backwardness of a State, No aoubt,
the per capita income is open to mar-
ginal error and is being attacked as
unrealigble data by certain Stage, But
among the various States which came
to the Finance Commission and which
had to give their opinion on the ideal
indicator for determining of backward-
ness gave varied suggestions—almost
22 {indicators for deciding the back-
wardness criterion of the State—and it
proved to be a very intrgctable pro-
blem, Under the circumstances, the
Finance Commission has rightly decid-
6d that per capita Income is certainly
the best possibtle indicator of back-
wardiiess of a Sate.
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But my fear {s this greater weightage
that has dsen given--though similar
weightage though on a smaller scale
wiis givep by the previous Commis-
slon~~wha¢ would happen to the lunds
allocated on the basis of backwardness
+«of & State? There iz po mechunism
and machinery to ensure that these
higher allocated funds for tackling
the problem of backwardness are uti~
Used for the purpose they are meant
for. In fact the Fmnance Commission
has expressed a doubt in this regard
and has said that this mechanism
must be evolved and the resources
placeqd at the disposal of a State should
be taken care of, So, it will be only a
pious hope if it is thought that these
funds will be employed for the pur-
pose they are meant for

I come from a vervy backward and
dought affected area, that 15, Rayala-
pema, Al these years several Finance
Commissions keeping the factor of
desert and drought into consideration
allocated higher resources but I must
frankly tell that these funds have not
been used and employed for the pur-
pose for which the Finance Commis-
slon have been releasing these re-
sources Unless the Minister comes
with an assurance that such a mecha-
msm will be evolved to ensure that
actual utillsation »f these funds will
fake place » will pot help the back-
ward areas and also the removaj of
regional imbalances i the county
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“A satisfactory and enduring solu~-
tion to the problem of Centre-State
relations cannot be found excspt
through a vigorous and concerted
drive against tax evasion, tax avoid-

ance, waste a