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SHRI DINEN BHATTACHARYYA : If
the members are not here, how wiil it be
passed ? We are opposing. We will not
aliow it 1o be passed.

1601 hrs,

COMMITTEE ON PRIVATE MEMBERS'
BILLS AND RESOLUTIONS

SrCOND REPORT

SHRI G.G. SWELL
Districts) : 1 beg to move

{Autonomous

“That this Housc do agree with the
Second Report of the Commitice on
Private Mcmbers® Bills and Resolutions
preseated to the House on the {6th June,
1971%.

MR. SPEAKER : The question is :
“That this House do agree with the
Second Report of the Committee on
Private Members' Bills and Resolutions
presented to the House on the 16th
June, 1971,

The motion was adopte/'.

16°02 hrs,
RESOLUTION RE : FEDERAL DEBT
COMMISSION —Contd.
MR. SPEAKER : Further discossion of

the Resolotion moved by Shri Murasoli
Matan, Shri Shivappa was on his lega. He
is not here. The Minister may reply,

THE MINISTER OF STATE IN THE
MINISTRY OF FINANCE (SHRJ K.R.
GANESH) @ T have heard with great
interest the vatious poimts made by hon,
members on the Resolution moved by Mr.
Maran. It is a very sensitive subject and it
fnvolves the relation between the Centre and
the States, Harmonious relationship between
the Cenitre and the States is very vital for
the fusictioning of our deémocracy, The only
puint | wish 10 tonwdy heré is that the
formation of a Commission ds suggested by
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Mr. Maman will not serve the purpose
which he has in mind, We have developed
various  institutions like the Nutional
Development Council, the Chief Ministery’
Conference etc. This debate has now become
a nationa] debate and it is possible through
the various instruments that our democracy
has evolved to come (o grips with this
problem and bring about a har.nonious
decision on this.

16 03 hrs,
[MR. Drru1Y-SerAKER in the Chalrl

Having said this, 1 would like to confine
myself to the various points specifically
raised by Mr. Maran. Before Ido so, |
would like to mention the various provisions
that are there in the Constitution groverning
the transfer of resources from the Centre (o
the States. The Constitution provides for
both obligatory and permissive participation
of the States in Union taxation, We have
article 268 which fixes the duties levied by
the Centre but collected and retained by the
States. We have article 269 under which the
net proceeds of certain  taxes which are
levied and collected by the Centre are
entircly assigned to the States. Under article
270 a percentage of the net proceeds of
income-~tax i3 assigned to the States which
is 75 per cent under the Fifth Finance
Commission’s award. Under article 272 a
percentage of the net proceeds of Unlon
Duties of Excise *‘may be’ allocated to the
States —20% under the Fifth Finance
Commission’s award, Article 27§ provides
for grants-in-aid by the Centre to the
States for meeting their gaps on non-plan
revanue account as assessed by the Finance
Commission  Acticle 282 provides for grants
to the States for any public purpose. Article
293(2) provides for loens being advanced
by the Cenire to the State Governments,
The provisions in the Comstitution have not
so far proved imsufficient w meet any
legitimate needs of the Mtate Governments,
The clasticity of she Constitution to adjust 1o
the varions demands that mignt come up, a8
they bave come up now has been  disoussed
and commended upon by the Fihh
Commission which states ;

“No such machinery for periodical re-
sdjustments has been provided in any
of the older foderatioos, The oply meer
paralic is the Austrnlin Comimonweaith
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Orants Commission which examincs
annuaily the plea of the claimant States
of Australia for Commonwealth
assistance............}t has no power to
suggest changes in tax sharing or to
recommend conditional gramts, Its
functions are confined to recommending
uneondiffonal grants for a few States,
The innovation of a perfodical Finance
Commission in the Indian Constitution
has the advantage of making it possible
to formulate periodically an appropriate
combined scheme to cover most of the
sransfers from the Union to the
States™.

This problem has becn commended upon
by the Administrative Reforms Commigsion
in their report on Centre-State Relationships

“No  Constitutional  amendment s
necessary  for  ensuring  proper and
harmonious relations batween the Centre
and the State, in as much as the
provisions of the Constitwion governing
Centre-State relavions are adequate for
the purpose of meeting any situation or
resolviog any problems that may arise
in this field™.

Shri Maran has commended upon the
decisions of the Fmance Commission. The
Finance Commission periodically appointed
by the Prosident under article 280 makes
recommendations regarding distribution of
lncome-tax and Unjon  Bxcise Duties
between the Union and the States and
sHocation of Staics’ share amongst them
and also about grants-in-aid under article
275 w cover non-Pian revenue gaps of
States ay assessed by the Commission. [ am
taking the time of the House in going into
details of that because Shri Maran has dealt
at length with som: of thesz problems The
recommendations made by the Finance
Commissions regarding devolution have, by
coavention, bedli®accepted us awards by the

»

The suscessive Finarice Comuissions
tave recotmended progréessive enlargement
of divigble pool of taxes to be shared as
well xs States' share therein and payment of
panti-inaid to Sttes in need of such
sssistuaie, The Fifth Finance Commission has
Uso included advance tax collections in the
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tax divisible pool and the States will get
nearly Rs. 270 crores on account of arrears
of such collections upto 1966-67 in three
instalments from this year. Also the net
collectiors of Special Duties of Excise will he
shared by the States from next year, the
States would get 20% of their net collections.,
The transfers from the Centre under the
Commission’s awards have risen fiom Rs.
386 crores in the First Plan to Rs. 4,206
crores (cleven times) in the Fourth Plan,

JThat Tamil Nadu has benefited from these

awards need hardly be emphasized. Their
share of Centra' taxes and statutory grants
has gone up from Rs. 207 crores under the
Fourth Finance Commission’s award to Rs.
295 crores under the Fifth Finance Com-
mission's recommendations

Sir, Shri Maran has also mentioned
that the States’ resources are inclastic with
the result that the major, or as he put it,
the potent resources are with the Centre In
our federal Constitution, our financial
relations have been developed in & manoer
which harmonises the interests of the resource
mobilisation of the Centre as well as the
demands and the needs of the States.

One of the main criticisms of Shri Maran,
and probably the major cause of his anger,
was that the fifth Finance Commission did
not take into account the burden on the
State Governments as a result of the pay
increase of the Tamil Nadu Government
employees ; it has cost the Siate about Rs,
22 crores. Here, | think he is not being fair
to the fifth Finance Commission, because
the fifth Finance Commission took note of
the recommendations of the decisions of
some of the Pay Commissions which were in
the process of being worked out in respect of
many States As far as Tamil Nadu is
concerned, the Pay Commission  was
appointed  after  the report  of the fifth
Finane: Commission  was  submitted,
Therefore, the filth Finance Comuission
could not have taken into account what
would have be:n the position, because the
State Pay Commission was not functioning
when the ffth Finance Commission gub-;
mitted its report.

Shri Maran has also referred to the
Planning Commission, and has called it g
monster which  has overshadowed the Fin.
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snce Commission a5 a semi-constitutional
authority. As I mentioned earlier, the Plan-
ning Commission hes also been given a sps-
tial position in relation (o our Constitution.
He mentioned that jiberal use of article 282
has been made. When the Constitution was
framed, the framers of the Constitution
could not have visualised the tremendous
amount of investments and Public spending
that would be necessary as a result of various
development projects in the wake of the
successive Plans that we have,  Therefore, it
is inevitable, in the conditions of a growing
economy, in the conditions of & vast econo-
mic development and the problems that arise
ot of it, that the rights given under article
282 should have been utilised in a liberal
manner as they have been. 1 do not, there-
fore, think that this should be a cause for
complaint. Rather, 2 liberal use of the pro-
visions and the righis under article 282 is
very neoessary in the coming developmental
stage which our country would bz definitely
passing.

Massive sesistance had 1o be given to the
States in the commencement of the first Pian
{or financing the State plans The gquantum
of bis assistance has risen from Rs 880 crotes
in the first Plan 1o Rs. 3,500 crores for the
fourth Plan period. As in the case of trans-
fers under the Finance Commission's recom-
mendations, the Union Government has not
exercised any discretion in the allocation of
Central assistance among the States, becguse
the criterion, as the hon. HHouse knows, for
alipcation of Central assistance (0 the Siates
s worked out by the National Development
Council, The National Development Coun-
cil is a very high-powered body with which
all the Chiel Ministers of the various States
are wssociated. Therefore, a high-powered
body of this nature lays down the criteria
and the Central Government has invariably
aceepied them and the decisions givén are on
the gecommendatinng of the National Dove-
Jopment Councit,

Bhri Maran was also critical of the alio-
cation of Central assistance for the fourth
Plan period for Tamil Nade which was
reduced from Rs. 250 crores in the dralt Plan
to Rs 202 crores  Here again, the baskc
cumh,mr the aliocation of Central assistance
10 vafious States have been worked it by
the National Development Councl! on a
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principle that has been accepted, The Chiel
Ministers are represented on the Natjonal
Development Council ; amd it s not only
Famil Nadu but various othcr States also had
their total allocation reduced, as & result of
the working of these criteria. For iostance,
it has affected the Governmenis of Gujarat,
Haryana, Kerals, Maharashan, Mysore,
Rajasthan and West Bengal,

Ho refereed to the allocation of 10 per
cent of Central assistance on the hasis of per
capita ncome of the States, whose por copira
income s Jess than the national average. He
cited the case of Mysore whose per (apita
income was mote than the national average
by Rs. 2 and of Tanulnadu, whose por capiis
moome was more by Rs 16 He sud, this
is avery ridicalows position, The formula
for distsibution on the basis of ceatain cri-
teria has been worked cut by the National
Development Councit Any Jcpaiture from
it would mean a loi of difficulties.  Once the
cnteria have been worked out, they have to
be accepted and impiemented

fic said that State  Governments  are
suffering from shortage of resources 10 imple-
ment some of their plans, The Houwe
knows that the resources of the Centre atself
are limited The Central Governmen 1
cated upon 10 jock after the planning and
development of the entire covttry,  Thers i«
a point that in & large und vast country irke
India with 1s complex problems, centralised
planning is absolutely vital in the present
slage of development, What has happened
is, as a result of certrin factors, political and
olber, the States have not kept paoe with
the Cenire o {ar as resource  mobilisation is
concerned, Certain States have given up
the resources they have beet mobilising, like
jand revehue, profession tax, ete.. for polit-
cal and other veawons, I is not my inten-
tion 10 cast any aspersion om the right of
States to give up certain resources depending
on the needs of their ares, the pomplexities
of their problems, ¢tc. W  they should
understand that the Centre’s resources arc
also tmited, The Centie has been going 10
for widivona! revpurces  mobilisuion in a big
veay year afior vesr, when the States have
not besn able to proceed i the same
manner.

SHRI BAMAR GUHA (Conlad) : Si,
the time for this resolution has beon exhaus-
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ted: You know how important the next
vesouticn is,

MR. DEPUTY-SPEAKER : [ know.
You will get enough time. .

SHR{ SAMAR GUHA : Not only myself,
but other members should also participate,

THE MINISTER OF STATE IN.THE
MINISTRY OF FINANCE (SHR! K. R.
GANESH): { have to answer & very
well-argued speech made by the mover and
put the case of Government squarely before
this House. During 1969-70 the target of
additional taxation agreed o by the
States was Rs, 122 crores. But they
actually raised Rs. 5237 crores. During
1978-71 the actuals of additional taxation
of States was Rs, 38,05 crores as against a
target of Rs. 74,55 crores for that year,
During the current year the proposals so far
add up to Rs, 10.56 crores against a target of
Rs. 34.50 crores. These arc some of the
facts which 1 have to place before the House
in answer to some of the points which the
hon. Member, Shei Maran, has  raised. He
also mentioned about accommodation, of
Rs 800 crores proVided to certain States
during the Fourth Plan period for covering
their inescapable gaps in resources. The
genexis of this acrangement has been explain-
ed in this House more than once and it
has been debated in various forms. The
reappraisal of States resources made by the
Manning Commission consequent on the
Fifth Finance Commision’s award and other
developments showed that some States would
have genuine difficulties in financing their
appproved Plan ontlays.  In this connection,
Shri Maran mentioned that Tamiinadu has
not received anything under the special
accomimodation. I think his facts were not
so correct. ‘Tamilnadu has received Rs, 7
crores «during 126970 0 make up the
shortfull in its resources for financing the
p'ans approved by the Planning Commission.

Apa'n from these, non-plan loan assis-
fance is glvemmlor specified putposes. For
example, two-thirds of the net small savings
collections are made over to Slates in the
forus of touns. The Centre does not use
any discretion in allocating  these {unds.
Again, for meeting relie! expenditure connec-
ted with natural calamities, assistance i
pravided 1o States on Lhe basis of recommen-
dations made by Central Study Teams st up
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offlicers of the Planning Commission.
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1 pow come to the States’ debt repay-
ments to the Centre. In view of the phe-
nomenal increase in the developmental work,
both of the Centre and the States, it is
natural that some of the States expenditure
on plan as well as non-plan items may in-
crease. Centre’s own debt has gone up
from Rs. 2054 crores in 1950-51 to Rs,
14,043 crores approximately at the end of
last year. The increase in States” debts is
*evidence of massive assistance provided by
the Centre to the States for investment in
their developmental outlays and creation of
assets, If thc loans given to the States
which are primarily for plan purposes are
utitised purposefully, they should generate
adequate resources for repayment and interest
charges.

I now come to the terms of repayment of
loans. The terms ate by no means hard.
Centrally sponsored schemes and Central
Plan schemes are repayable in 1S annual
imstaliments, Terms of loans out of small
savings collections have been liberalised from
1969-70. These are now repayable in 25
years in 20 annual equal instalments commen-
cing from the sixth vear of their drawal,
The interest ratc on loans to the States is
also very moderate- 43 per cent effective
whereas the Centre itself is now raising loans
at 51 and 52 per cent from the market and
the cost of States borrowings from the
market and other institutions is still higher.

Another point that he raised was the
debt burden position. e suggested that a
committee should go into it. After a lot of
discussion it was felt that the classification
of schemes into productive and unproductive
categories would also involve scrutiny of in-
dividual schemes which would be contrary to
the accepted objectives of allowing greater
freedom 10 States in the formulation and
implsmentation of schemes iocluded in the
State Plans.  As a result of this, now block
loans are given and loans are not tagged on
to individual projects.

He has also mentioned about the burden
of the States in the matter of repaymient.
The total transfers from the States to the
Centre by way of loan repayime nts and jnte-



313 Fedirol Debt Commission
(Resl.)

{Shri K. R. Ganesh]

rest payments form only 15 per cent of the
total expenditure of the States. In the case
of the Tamilnadu it is only 11.6 per cent.

He also mentioned that loans to Tamil
Nadu from the Central were less than what
the State Government had to repay and
that this was a very funny position. The
facts are as follows. This year Tamil Nadu
assumed a creditof Rs. 143.53 crores by
way of devolution, grants and loans from
the Centre against which provision made for
repayments to the Centre adds up to Rs.
53,28 crores. Even if devolution i» taken
out, the transfer from the Centre to  Tamil
Nadu reckoned in their Budget of Rs. 69.34
crores far exceeds their repayments and
interest payments to the Centre,

This position is true in the casc of other
States also.

Having replied to some of the specific
points that Shyi Maran raised, I will not
stand between the Resolution that Shn
Samar Guha wants to move. 1 have only
to add that this is a very sensitive question,
A national dialogue is going on this. Our
own demogcratic iastitutions have worked out
various forms and institutional arrangements
in which this question can be discussed
There is the Finance Commission which s
a quasi-judicial body. There is the Plaaning
Commission and the National Development
Council. This Pactiament is there and there
are political avenucs available to the various
States to 1ake up this question. In the
larger fictd of the country a national dialogue
is going on. Having served the purpose of
attracting the atienuon of this House by
raising this very important question, I would
reguest the hon. Member to withdraw this
Resolution, because his main  purpose of
focussing attention on this problem has  been
achieved.

SHRI MURASOL! MARAN (Madray
Southy : Mr. Deputy-Speaker, Sir, 1 am
grateful to the hon. Minister for the light
be has thrown on this subject. He clabora-
tely explained the status quo situation that
is being maintained for the fund fow from
the Centre to States or vice wrrsy, The
other duy, when we disoussed this Resolution,
Members who pacticipated in it all comp-
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lained that their States were neglected and

were backward. Even the hon. Member

from Gujarat, Shri Desal, wanted to join the

queue of backward States.
16 27 hry,

(Surt K N. Tiwary in the Chair]

Actually, on that day sli the Members
had spoken for their own States ; in fact,
my reference to Tamil Nadu provoked them.
I am glad such things happen, because it
underlincs the fuct that owr country of such
continental proportions is fit to be a federal
country. If it is not federal, we should
mabe it a genuinely federal country. RBut
many people expressed doubts whether such
advocacy for their own States would not
weaken the foundations of the country. {
do not think so.

The unity of the country s equivalent
to a long chain 1 think, the strength of the
chain lics in the strength of the links. If
everybody trics 10 strengthen the links, it
meany that the chain will be stronger.

Indma is a backward State. 1 think, all
the States are cqually buckward, but the truth
is that some Statey arc more backward than
other States. But what should have been
the ideal policy Is that the federal government
should give a helping band to the backward
States but, at the same time, should not
restrain the progress or advancement of
another State.

The hon. Minister has explained how the
funds are flowing from the Centre to the
States, There are four ways of transfer of
funds. Firstly, there is the share of divisible
taxes. Secondly, thete are the statutory
grants under article 275(1) which Is taken
care of by thwe Finance Commission. Thirdly,
there are the discretionary grants under
artivle 282 which Is taken care of by the
Planning Commission even though it has no
constitutional authority. Fourthly, there are
loans for capital expenditures .hich come
under the Plans.

Now, the guestion is : 13 theré any oeo-
tral authority 1o jook wfter all this 7 The
answer is, defitite no, (

We have a guinguennial body, 2 .quasi-
judicial body like the Fmance Comumnimsion



M3 Federal Debi Com-  JYAISTHA 28, 1893 (S 4K A)

mission (Resl.)
10 look After the non-Plan expenditure. Then
comes the Planning Commission which looks
after the Plan expenditure. So, overlapping
of functions take place. What happens iy
this. When the States approach the Finauce
Commission, they all plead that they are poor,
Even the rich Statea plead that they are
poor 30 that they may get more. On the
other hand, wien they go to the Planning
Commission, they say that they command
rich resources so that matching money will
come from the Planning Commission. [n
fact, what is happing is that these States are
behaving like income-tax evaders. Somebody
may be surprised at my remark because we
are supposed to be the advocates of States,

Why | am saying is this. When we ask
for more powers, nobody necd doubt that we
are shaking the foundations of this federation,
We are asking for more powers because then
only the States can responsibly manage their
financial efforts according to the promises
given to the people by them during the
clections, For the responsible behaviour of
the Siates, thal is very essential.

L]

Now, what is it the Planning Commission
doing ? Even afier three plans, even afier
two decades of planning; every State is com-
plaining that they are not getting cnough.
Every State is complaining that their Statc is
being neglected. Why ?  Our federal
institution has so far failed to get an imoge
of impartiality and independence,

T would like to guote one authority here.
On 3rd May, 1970, Mr. Morarjl Desai, when
he was addressing the Indian Parliamentary
Association in New Delhi on “Centic-State
Relations” made it very clear and he said :

“It is true in the earlier yoars, there was
not a regular system in this matter and
that sometimes favouritism was shown to
some prople according to as the
predifections of people lay.”

If it were wwemhark about socialism, we
could ignore Mr. Morarji Desai's words, But
he was holding w responsible position here.
He was bur Finance Minister and Deputy
Prime Minister for so many years. He
wanted to be the Prime Minister also. I
give weightage to bis remark because he
speaks out of Mis axperience here. He says
that there was some favouritism, Thatis

Federal Deby Com-
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why every State points a finger at the
Planping Commission under (he Ceniral
Government saying that favouritism has been

shown one way or the other.

4

The Statesman has given a news-item
and, according to this news-item, Maharaghtra
had demanded Rs. 38.28 crores and now,
for certain reasons, this newspaper says that
it is going 10 have Rs. 49.10 crores. Next
comes Uttar Pradesh. It is going to receive
the highest planning assistance, that is, Rs.
105.02 crores, This will br the highest
amount ever given.

So, as my friends point out, naturally the
common man thinks that Maharashtra is
being given because Mr. Chavan is Finance
Munister, that UP js being given because the
Prime Mimster belongs to that State and
elections are around the coraer. Suppose
tomorrow if the Planning Commission gives
Tamil Nadu more, even if it is legitimately
due to it, our friends will say, ‘Oh. Mr.
Subramaniam belongs to Tamil Nadu So he
has given it more." Why I am saying this is
because we have not evolved any scientific
criteria.  The hon. Minister explained a
great deal. ¥t is so because the criteria is
such. We do understand. But he has also
said that the criteria have been evolved by
the National Development Council and he
said that is the highest political body in India.
That is true. [ differ with him on this
score. These criteria are not sacrosanct.
They are not immutable. Everyday we are
amending the Constitution for our
convemence. So, if the entire nation thinks
that the criteria evolved are not scientific or
realistic, we should change the criteria. Here,
I would like to point out as to how they
have arrived at the criteria.

Dr, Guadgil, the then Dy Chairman of
the Planning Commission, was addressing a
seminar in Bangalore. He explained the fact.
He said that a snap decision was taken, A
snap decision they have taken and
implemented it. We find it s oot
scientific. 1t is nol realistic, 1 think
instead of mainteining the  Sratus
quo, we must arrive at some kind of a
scientific, rational and realistic criteria.

The other day when the DMK Members
met the Planning Commission, we explained
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to them that 609 is being distributed as
Plan assistance on the basis of population
and also the Minister of State was also there
and we urged that due consideration should
be given for States which are implementing
the Family Planning programme. He said
that the Cabinet is considering such a
situation and they might evolve a policy soon
and I expected a reply from the Minister to-
day but he did not reveal it.

Then the National Development Council
at one time took important decisions even
without consulting the State Legislatures.
The Chief Ministers took a decision to give
some of the taxing powers to the Central
Government. It happened when ? When the
mono-Party system was existing—when the
Congress Party was ruling here, there and
everywhere. Now, the situation has changed.
That is why Mr. K. Santhanam once
described it as ‘Super Cabinet’ because such
a decision was taken to transfer the taxing
power from the State to the Centre. I don’t
think it is a ‘Super Cabinet’. It is a
magnificent zero because even the Five Year
Plans are prepared in the Secretariats of the
States and you know for years and years
they prepare it. What happens ? The
National Development Council meets very
rarely. It meets according to the convenience
of the Prime Minister and other Chief
Ministers. The Plan which had been on the
anvil for years together, they discuss it
within four or five hours. They have no
permanent Sccretariat. So, snap decisions
are taken. I think that criteria should not
be continued because so many States have
complained against it. 1 think the hon.
Minister will consider this idea.

I have been explaining how injustice is
being done and how the States feel about it.
Dr. Gadgil in his paper on formulating the
plan has condemned horse-trading in respect
of the First, Second and the Third Plans. We
have heard horse-trading on in politics but,
here, in finance horse-trading is going on.
This very phrase was used by Dr. Gadgil.
On what basis ? 100, 50, and 25 per cent
grants are being given for dairy farms,
poultry, and piggery. That percentage has got
transformed in another year. It is a mystery
even to Dr. Gadgil. One year they give 100,
50 and 25 per cent to dairy farms, poultry

- ‘and piggery and next year they sudden
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reduce it.  Even to Dr. Gadgil it is
mystery. So, I think care should be take
that such things do not recur again. So,
best thing would be devolution ' of
resources. It should be regulated by statu
not according to the whims and fancies’
the politicians, if I may say so. L

The hon. Minister made it very clear t
the emoluments of Government employees
will not be taken into consideration by
Ministry. 1 got an answer also. lt"
been the policy. I do accept. It W
explained that at the time of the Finan
Commission, we did not appoint sut:fl,
Commission. I do accept it. If we h
appointed such a Commission before ti
crucial date — the crucial date is before 1
appointment of the Finance Commissiol
we would have got Rs. 25 crores,"
because we failed to appoint such a Co
mission we are not getting anything.

The question is : Why did we not appoi
such a Commission ? Because, we wanted
balance our budget ; we did not want
incur any overdraft with the Reserve B
That is why we did not appoint. They ¢
not appreciate that, Even then we
this is a fact, for 10 years we have not giv
any emolument increase, this should be col
sidered. We said, you may not consider i
now, bhut at least give us the Grant und

Art. 275 of the Constitution. It was
at a!l considered. I do not think it is a w
policy.

I would now like to quote what |
Virendra Patil said when he was Chi
Minister. He said :

The Centre has been increasing the:
and other allowances of their emplo
unilaterally without even consulting.
States—or giving any thought to
problem this would create for
States. In fact, these increases in {h
pay and allowances by the Centre
repercussions  in  States. There
clamour by employees of the
Governments to follow in the foot
of the Central Government and iner
their pay and allowances also.
bothers to remember that our
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ta meot these persistent demands is
Timited.

‘Theeéfore, we have to face the situatjon,
Planning Commission has not consideted it.
Pinande Commission has fiot considered it,
Financs Ministry is not considering it
We age in.a dilemma. But we have to
meat the sitvation, The entire Plinning
Commission and the Finance Ministry are
closing their eyes 1o the reality. What
will happen afier 5 years 7 Another Finance
Commission wili be appointed. They will
gointo &8 They can evade the issue for
the next 4 or 5 years But, again, they
wilt have to meet this problem.

Therefure, Sir, if there bad been a
permanent Finance Commission, this problem
would not have arisen  That is why we

wanted that there should be a wnational
poliy on empluyees' emolumeats  Other-
wise it will not solvd the problem.  leart-

burning will be thére. Friction between
Centre and States will remain there.

I now come to the question of Debts.
I have already made 1t very clear. The
outstanding debt of State Goveraments at
the end of March, 1971 is Rs, 8139 crores.
It is a Himalayan amount. What was an
amount of Rs. 52 crores at the time of
independence has now risen to Rs, 8139
crores of which loan flom Reserve Bank
alone account for 74 2 % and the overdrafl
of all the {4 States, according to the
budget speech of our hon. Mimster, is
Rs. 260 ctores,

About overdrafts, 1 will tell why States
incur averdtafts. They do it, not for the
funt of it. If the Finunce Commission and
various cemral  organisations do  not
congider their problem they have no other
go except to go to the Ressrve Bank.
Every day we are secing in the newspapers
of a statement that Reserve Bank is giving
notioss tow$tate Governments. States are
mpposed 1o be squal partners of the Central
QGovernment.  Yet, a body of the Central
QGovernment  issues  such notices to the
. Btsty  CGovernments. And they demand
Ahaty the overdrafy should be cleared. I
Ao got think that this kind of treatment
i, good gpirit, and § do not know whether
thls is conducive to the petl-respect of
e Stptos,
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My claim is that the State Governments
also have got a claim to have an overdraft. I
shall explain presently why, A private busi-
ness concern which has af account with a
bank can have an overdraft according to the
volume of transaction which they] have.
But the State Governments arc having all
the tiansactions and they are having afl
their banking business, not with_ the
individual banks like Indian Bank or the
Indian Overieas Bank but with the Ressrve
Bank. 8y, they have a right o
gel  overdralt  from  the Reserve Bank.
From the Economic Survey, we find
that duing the year 1964-65, on the
st day  of March, 1965, the Resorve
Bank's nct credst to all the Governments,
both the Centre and in the States, was
Rs. 136 crores ; the net credit to the Central
Goyvernment alone was Rs. 123 crores,
and all the States Governments together
had an overdraft of Rs. 13 crores. 8o, we
find that the Centre can have an overdralt
Irom the Reserve Bank, but at the same
time, it is said that the States cannot have.
This s the policy that is being followed,
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But 1 do concede that there should
be a limit to the overdraflts. Otherwise,
financial discipline will not be there. But
what is the limit which should be fixed ?
Whoisto fix it 7 We have not fixed it
so far. It is done by some kind of under-
standing  The private people can clear the
averdraft on the 3fst March, and after a week,
they can once again open an overdraft accoufit.
But ¥ do not think that the State Govern-
ments ¢an do it, though some States are
doing it  But now I understand from some
sources that every day in the morning
the Reserve Bank people tell the Finmnoe
Secretaries of all the State Governments,
that on thy previous evening, each parti-
cular State had such and such dmount
of overdraft, 1 submit that this kind of
thing is not praper, 5o, I think somwthing
should be done to regulate this, Thié kind
of thing which is happening now has become
an annual feature, Every year and every
day we are hearing news that thix Stite
Government or that State Government has
beerr givon notices. But I would like
to point out another thing also. What iy
the best way ?

X would suggest that the Central Govern-
ment should convert il these ovendrafts
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inlo long-term'loans, Otherwise, we cannot
solve the problem. There is also aovother
problemy that arises. If thcy behave like
schoolmasters, if they bchave like a feudal
lord 0 a vassal, then what will happen
is this. Onc day, the State Governments
or some recalcitrant State Governments
may buy a small bank and they may rum it.
At present, the credit creation powers
are surroundered 10 the Reserve Bank.
Instead of that, why should a State Govern-
meat not buy a small bank and run
the show 7 Thereby they can create some
credit and thereby they can have their
own overdraft system like other commercial
firms. Ido not know why it should not
be done. If the Centre continues this kind
of feudal attitude and they continue these
harassing methods such as sending notices
and other things and giving publicity in
all ihe newspapers, then 1 think that the
States will explore that possibility also, and
1 think that that time is fast approaching.

Regarding loans, the hon. Minister was
explaining that the flow was there from
the Centre to the S:iates. Here, 1 would
like to refer to the Explanatory Memo-
randums on the budget of the Ceniral
Government for 1971.72, During 1970-71,
the total non-Plan assistance was Rs. 654 60
crores, and during the seme year, repayment
of loans and advances by the States
to the Centre was of the order of
Rs. 593,53 crores. What is happening ?
They are giving by the right haad
Rs. 654 crores and takmg away with the
left Rs. 595 crores. What was left with
the State was only Rs. $ .07 ¢rores.

SHRI
(Serampore) :

DINEN BHATTACHARYYA
Just tike American loans.

SHRI MURASOL] MARAN : Now
the flow is in the reverse direction, They
only make an appearance of giving. Instead
of this, let them say: we give you only
Rs, 59 crores.

The hon. Minister said regarding Tamil
Nadu that we are getting more thaa oor
own repayment, It may be so Because
they resort to some kind of rescheduling
to which [ am coming. You arc resdrting
to ad hoc metbods every yesr. There Is
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a0 principle binding that. Even last year,
about Rs. 150 crores were adjusted like that,
But how long can you continue ? That
is the problem. During 1967-68, the Centre
provided ways and means advances for
clearance of OD t0 the tune of Rs, 128
crores. In 1968-69 it was Rs. 65 crores
and in 1969-70 Rs. 102 crores. You should
evolve some method for the States to bridge
the gap between receipts and disbursements.
This issve is cropping up year after year,
The States are imporiant units of the Union
and nothing should be done to bring them
down in the public eye.

Concerning  interest rates, they are not
uniform The Centre behave like a moncy-
lender, Grants given to it are converted
into loans to States. For example, the
Canadian Government made a free gilt
of some amount to the Government of India
which the latter passed on to the Tamil
Nadu Government for the Kunda Project
charging interest. The Centre 15 behaving
not hke an ordinary moneylender but like
a village moncylender, a Kabuliwala,

Take another case., Loans got at a
lesser interest rate from abroad are passod
on to States as loans at a higher interest
rate . One example is the PL 480 rounterpart
funds. They get loans from the World
Bank at 1/2 or 34 per cent over a S0-year
period but these are converted into
7-10 year loans tor States at 67 per cent
interest.

There are certain loans for rehabilitation
of goldsmiths. How was the problem
created 7 Not because of any State Govern.
mont's policy. By some Central law,
thousands of goldsmiths were affected. Then
we came here for a loan on which we have
been charged interest. We are not res.
ponmble for the situation that wecossitaled
the loans. There should be some kind

of policy governing interest rates,

The Skoond Finsnce Commission mede
it clewr whe they said @
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o ng than the trust cost of its boe
sowing, there is 1o justification  either
fot charging more thdn the true cost”.

We bave crassed thres more Finance
Caramisslons, but we are not following
this policy,

The Hob. Miaister was making the
scousation that some States are not using
their tax powers to increase their resources,
During the original Fourth Pian period ‘of
1967-71 we were asked by the Finance
Commission to fiad resources os that they
would also give more. So, during that five
yoar period on two occasions we taxed
peopls, not the poor people but the rich, to
ihe extent of Rs, 100 crores. What happened ?
The Finance Commission came into the
picture, but they did not consider our tax
efiort. The only rewsacd secured in return
for this is that the Finance Commission took
the proceeds of this tax intp account as
narmal receipts. So, we’ suffered because we
taxed, becanse we found more resources,

What is going o bo done regarding the
dobt problem is a big question mark. 1
think we have reached & critical stage, We
showld re-schedule it or give a moratorium,
H this smoratorium is given, I do not think
the Ceotre will suffer. The Setalvad Com-
mitwe report has  made it clear that the
widening gap between fresh loans and loan
rephyments shows that even if & moratorivm
were given to all repayments, the Centre
would still have sizable capital resources left
from which lo grant assistance to the States.
You have got resontroes, but because you
e glasing your eyes, bocruse the Centre
& bobaving like an ostrich, they are afraid
of jouking a¢ the reality.

Ono State in India is  receiving about
Ra. 300 crores from the Special Accom-
sads Fund, but on what critreion ?

Minister has not mgje that

is Mysors. Their gap

a8 big as Ry. 100 crores, but how did
Mysops gut §¢. 7 [ am not jesious of Mysore,

St we should also get something. 1 hopo the
Jon. Minister wilt one day make this clear.

MR. CHAIRMAN : The question is

Houw views with concers the
difficpltips of various States

gh?

’
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arising from the present system of
devolution of Central Taxes, Loans,
Grants and Plan assistance with special
reference to the problems of Tamil
Nadu whose lsgitimate claims have been
ignored and in particular resolves that
a Fedéral Debt Commission be st up
to review the indebtedness of States and
suggest ways and means of lightening
the burden of debt,”

The motion was nagatived,

16.59 hrs.

RESOLUTION RE : RECOGNI-
TION TO BANGLA DESH

SHR1 SAMAR GUHA (Contgi) : § beg
10 move<

“This House resolves that im view eof
our national commitment to the srored
principles of [reedom, democracy and
sociglism and for bringing an end to
the savage genocide of the poople of
Bangla Desh by the Pakistani Army
and efficaciously dealing with the vast
problems of millions of the uprooted
refugees and for eventual ushering in a
new ora of peace, progress and progperity
in the sub-continent, the Governmant
of India should give immediate recogni-
tion to the Government of the people’s
Republic of Bangla Desh and offer all
assistance necessary for ecarly gonsolida-~
tion of their national freedom.”

17.00 brs.

1 consider myseif fortunate for gotting this
opportunity jo move this momentous resoluti-
on in this House today It is a coincidence that
a similar resplution is now being moved in the
British Parliamant by the leadér of the
British Labour Party and 1s supported by
122 other M:mbers, In thc United States
Senat: also another similar resolutiop f3
being moved by S:nator Kennedy, the
youngest brother of late P
Kepnedy, to give rxcpznition to Bangla
Daosh.

It is to be remembered that the revolu-
tion thet Is taking place in Bangls Desh is
pot an accident of history but the loglest
end process of the internal comtradictions
that wers inheregt in the very sntity of



