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[Mr. Speaker 1 
Now, on the second point whether 

a decisi'on has been taken by the Gov-
ernment, the han. member says that 
the Members from scheduled cast,,. 
and tribes have been called tor a 
meeting. 

Shri S. M. Banerj .... : He i. not • 
Government member. 

Mr. Speaker: I am not going to 
allow him. 

Slhrl S. M. Baner,l .... : I want your 
ruling on this. 

Mr. Speaker: My ruling is that the 
hon. member .hould resume his seat. 

8hri S. M. Baner.lee: Ple •• e Ii.lten 
to me, Sir. It I. a very serltlua matter. 

Mr. Speaker: He will sit down now. 

8hri S. M. Banerjee: Such an im-
portant matter .... 

Mr. Speaker: He i. Dbstructing me 
now. I am telling him to resume hla 
.eat. 

Shrt S. M. &aner,lee: Kindly liJIten 
to me, Sir. 

Mr. Speaker: He is interrupting the 
proceedings. 

Shri S. M. Banerjee: All the sche· 
duled caste people are agitated over 
this. 

Mr. Speaker: I am not allowing 
this. Will he sit down 'or not? Mr. 
D. C. Sharma. 

Shri S. M. Banerjee: He is not the 
Minister. 

Mr. Speaker: Now I will ask him 
10 go out. Independently of that, 
whether he is Minister or not. will he 
go out? He cannot argue. 

Shrl S. M. 8aDerjee: I am goin' 
out. 

13.19 hro. 
UNION DUTIES OF EXCISE (DIS-

TRIBUTION) AMENDMENT BILL, 
ADDITIONAL DUTIES OF EXCI!m 
(GOODS OF SPECIAL IMPOll-

TANCE) AMENDMENT BILL AND 
ESTATE DUTY (DISTRIBUTIO") 

AMENDMENT BILL--<:ontd. 

Mr. Speaker: The House will now 
take up further consideration of tile 
following three motions: 

"That the Bill further to amend 
the Union Duties of Excise (DiII-
tribution) Act 1962 be taken inlo 
C'Onsideration; 

That the Bill further to amend 
the Additional Duties of Extise 
(Goods of Special Importance) 
Act 1957 be taken into considera-
tion; and 
That the Bill turther to amend 

the Estate Duty (Distribution) 
Act 1962 be taken into CODOide-
ration." 
Shri D. C. Sharma will continue hie 

lpeech. 
Shri D. C. SIIanDa: (Gurdaspur): I 

submitted veroy respectfuUy yesterday 
that the way in which the Commis-
sion was appointed by the Govel'll-
ment of India, by the various MlniI-
tries wtder the Government of India. 
was veroy very arbitraroy. MosUy th..-
pc<ople are appointed who are out 
of touch with the sentiments at u. 
people, with the feelings of the people 
and with the urge. ot the people. Re-
ferring to the Fourth Finance Com-
mission 1 waS saying that the Finance 
Commission had no knowledge of U .. 
stresses and strains under which some 
of the States in India were workins. 
They have given a formula to deci" 
this thing which is, more or less, rigid 
and inflexible. If such formulae arlt 
to be evolved, We could have don. it 
without incurring the expenditure oa 
this Finance Commission. A compu-
ler could have done this. A f ... 
Members at Parliament could haY8 
done this. This could have been do.-
also bY aome oII\ce.. ot Ihe Minis-
troy. ~ I said yesterday. the ve..,.. 
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urgent claims of some of the States 
had been scutUed; and they had not 
been taken due notice of. 

Take, for instance. We.t Bengal 
.... hich is a problem-ridden State, a 
State which is having a constant in-
ftux of refugees anct which is under-
going all kinds of auffering, physical, 
mental and emotional. What has the 
Finance Commission given to them? 
Has it given any weight to the.e fac-
tors in regard to that State? ---Then. take the case of Assam. 
Assam is a State in which inflltrato," 
go as gaily as some of us go to a 
fair. We have not been able to stop 
the infiltration. Moreover. Assam has 
been subject to the incursions from 
the Pakistan people. from the Nagas 
and from the Chinese and from all 
thoae subversive elements that we 
have across the border of our own 
country. What concession has been 
given to that Sta teT 

Then. there is the State of Kerala. 
Kerala is a problem-State of India. 
I think the Finance Commission should 
have rone out of its "'IY to create 
more employment opportunities In 
that State. and that could have been 
done only if the Finance Commisalon 
had given .omething more to that 
State. bu t that has not been done. 

The fact Of the matler is that the 
needs of the States have not been 
taken into account. My han. friend 
.... a. talking about the Stat.. I>i&-a-
w education. Now, I would like to 
_ak about the States v"-a-vi, the 
Finance Ministry. I am not talking 
about the Stat •• ""-a-v" the Finance 
Minister, because he i! 8 very tender-
hearted and kind-hearted person. 
But what is happening i. this, that 
they are reducing the States to dole-
earners; alI the Stat.. ot India are 
now being reduced to the condition ot 
people who go out 

Mr. Speaker: The hon. Member 
should try to conclude nOW. 

Sbrl D. C. SIIanDa: Yesterday. 
there were so many points <if order 
raised In regard to quorum and 10, I 
eould not have my aay properly. 

~i 
Billl 

Mr. Speaker: I am told that the 
chairman who was presiding was 
ringing the bell again and again to 
indicate that the hon. Member should 
conclude. 

Sbri D. C. Sbarma: No; he uke4 
me to continue my speech today. 

Sbrl K. D. Malavlya (Basti): That 
was not lor Shri D. C. Sharma but 
for some other Membel'. 

Sbri SoUTane (Pondharpur): 
had rung the bell thrice to indicate 
that he should conclude. 

Sbrl D. C. Sbarma: He permitted 
me to continue my speech today. 

Government are making so many 
exceptions in regard to .. "ulatorJ' 
dutiea, special exciSe duties and re .. -
es etc; these will not be distributed. 
That is re",rdlng one Bill. 

Then, I come to the second Bill. 
According to that. if a Stale has im-
posed any tax On the .ale or pur-
chase of lugar, tobacco, cotton fab-
rics, silk fabrics, woollen fabrics, and 
rayon or artiAcial silk fabrics by or 
under any law of that State. !,hen ... 
Suma shall be payable to that State 
under claUSe (a) oT clause (aa). or .. 
the case may be. under clau... (b) ift 
respect of that financial year . 

So. I would submit that on the one 
hand, the distribution has not ber. 
made equitably. and On the other 
hand, some of the sums which should 
have been there partly or who1J1 
ha.ve been withhdd from them. 
Theretore, I feel, being a Member at 
a State and not being connected witll 
any Ministry in any sense of the 
word, that the States are being reduc_ 
ed to a state of allnoat beggary. 

Then. take the Bill in regard to 
the estate duty. Of course, thr pro-
ceeds of eotale duty are distributed 
accordinl to what Government ,at 
and the IIWIUI are distributed on • 
proportiOMte buls. But I would ..,. 
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[Shri D. C. Sharma) 
1hat this estale duty JS the preroga-
tive of the States. Of course, you 
may oy that we have pa .. ed a law 
already and we cannot go beyond 
that law. But, sometimes, the la·wa 
are inequitable, and we do not have 
any chan .. to point out the inequity 
of thOSe laws, and, therefore, 1 would 
.ay that 80 far as the estate duty I_ 
concerned, I feel that there should 
have been a more generous distribu-
lion. 

In conclusiOn I would request the 
hon. Finance Minister who is very 
generous in many waYs that he should 
have a look at this Bill again and 
deal with tho States more generously; 
some of these States are in 8 stute of 
penury; some of them &re in a state 
Of emergency and some of them arC 
in n state of trouble. Therefore, I 
W{)uld submit that the hon. Finance 
Minister should try to deal with 
thosE" Stntes more ,c(eneroutdy. 

l ~~ ~ ~ l l  
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13.%5 brS. 

[MR. DEPUTY-SPEAKER in the h i~  
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oil ~ ~ it itvr m ~ ~ 'ioni{ if; 

lIT'r) if famO{ ~ ~ it. ~ iflJf 
"!I iIlij" 'lift fI;ln 'J1tT, fom ~ '«IT 'ifi'rnT fit; 

lR 'Ifi mt 1IT1f<.t it «'lIlT ~ I iro 'ITf«1ff 
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.mit it «II ~ o;rN ~, W>r it it ~ ~ 
.;fR ~ it "a'<'IK'f it 'II 'Iil'li\" mit 
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IIIIrt It. D. Malavt,..: Mr. Deputy-
»peaker, m,. hon. friend, Shrl D. C. 
8barma, has raised, In my opinion, 
80IDe very Televant lS8ues for the 
_Ideratlon of Government. With 
re ..... d to the appointment of these 
Finance Commi .. lons periodically and 
IIIe allocation ot resources to varlOIl5 
iltates, I personally feel that .arne re-
Ulinking la needed as this idea Of the 
appointment of FinllDCe CoIllJJlis&iOnl 
.... been handed dOWn to ... from. 
'ftry olden timeI and it hal Dot been 
norn.bed. by the ereaUoo of eonditlono 

Billa 

and circuJ114.la"'s consequent on the 
change of atvironment in the post-
independence period. The entire 
qU""tion Of allocatiOn of resourcet! 
has now to be given a new orienta-
tion from the point Of view of the 
new social objectives })flore us . 

It is not enough perilaps to take 
into consideration the lal geness of a 
State and the amount of tax colleet-
ed from that particular State and 
then try to do justice with regard to 
distribution of funds rrom the point 
Of view purely of the quantum of 
funds and the numbers involved. 
Then again, what is the objective of 
spending that money? We have to 
think about it very seriously. The 
backwardness of a State is one of the 
considerations. But YJ'lO:e important, 
in my opinion, is thE' total integration 
Of the-conditions of the country and 
the social objectives which we have 
set betore ourselves to atlain. For 
instance, we have develvPtd the phi-
losophy of building up and giving 8 
new dimension to public !ltC'tOr acti-
vities under Our sociaHst objective •. 
We daily complain of shortage of re-
sources. I personally feel one Of the 
difficulties that tace Govel'nmcnt I. 
on account of a certain pattern of 
distribution which we have taken for 
granted with regard to the resources 
that we get from the people. We 
have got to Bee that the marriage 
takes place between the r ... lfllment of 
the objectives that We have and the 
physical resources th.' We mobilise 
to invest in thOSe objedives in such 
a manner as to produce the best re-
sults. If we have other c"nsideratiora 
before us, thOle CORsiderntJons which 
have bean before us for ~ e time, 
they have got to be changed now. 
The time has now come to transform 
OUr ooncept with regard to expendi-
ture of money. 

Of COUnle, my hon. fnend, Shrl 
Yudhvlr Singh ChaudhUli has also 
rai'ed the question Of ~ economic 
dimculties the Punjab industries are 

facing. For 1Ucl! probJeT.·. obviouslY 
Government have pt 1'\..fl.ource. and 
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they can meet the, because they arG 
IIbDrl-tenn problems whicll have crop-
ped uP dUe to circumstances which 
do not happen every day, which have 
nothing to do with the daY-Io-day 
progress of Ihe country a."d the ob-
jectives before us. Government have 
got means and they car. meet such 
situations. But the de ~l en  of 
industries, of the economy of the 
country and the natural resources Is 
a long te:m difficulty. These factors 
are of prime importance \;jlb regard 
to certain import of raw materiala. 
We want to reserve our ~~ u ce  for 
expenditure on particular objectives. 
I could just give one illustration: 
scarcity of sulphur in tnL country. 
There is basic scarcity of sulphur in 
the country and we are n.Jt going to 
. solve it by Ihe routine method of im-
porting sulphur and converting it 
into sulphuric acid and use it for 
val'ious chemical indu ~dc  for def-
ence and other econ.lJl.k deve1op-
ment u ~e  Here i~ a rDW mate-
rial available to US: iron pyrites. It 
has got almost unlimited amount of 
sulphur in it and it ha. to be ex-
ploited. Therefore. the policy 01 
government ought 10 be to extract 
SUlphur out of our local rt:.sources found 
in Bihar. For that there is no parti-
cular attention paid because there 
are h ~ qUt.'stion!=l of econ'lmical ex-
tractiOn of sulphur and lh~ resistance 
of the private sector bt.-cause they 
know the eRsil'st COll :-se js to import 
sulphur from abroad and 'hen con-
vert it into ~ul hu i  arid in their 
own installations. Govern'Tl"nt should 
allocate specially regerven funds for 
the availobility Of 3ulphur to the 
nation for various purpoli\:.s. The dis-
trihution of exciSe dutIes must p:ay 
its mrrt Th0 entire problem of allo-
cation of reSOUTC'es should be looked 
from tllis .ngle: it should be linked 
with the pconomic necf"'sstties of OUI 
8<'Icilll i i ~  Thjs I!; a point 
which needs consideration by t.he 
lovC"rnment. Because or ~ l  
changed circumstnnces. we haVe to 
chanJ(e our concept or dl!lotribution of 
funds also and we naVe \0 cut our-
aelves away from that old concept ot 

just merely distributing mo!1eJ' be-
Cause we have got money. rhia en-
lire concept of national oaUook will 
be enforced more purposefully if we 
do away with this idea that we have 
cot Ra. !) and therefore we may !live 
them Ro. 2, because that is their due 
share. The justiCe behind """ distri-
bution should be nat on account of 
the numbers that inhabit that Stale 
or region but because of the necessity 
of the nation. 

Shri Kashi Ram a.pta (Alwar): 
Mr. Deputy-Speaker. the report of 
the Finance Commi ;sion must hay. 
been discussed in h~~ Hous!,! prior to 
the bringing in of t.hP.se bi!:s. That 
would have been the ~ e  course. 
Just nOW Shri MalaviYd was referring 
to a very impu,'j,ant ,:auestl(Jn about 
the policy of reallocation of finances 
tor special purpuses. The present 
methOd by whic:l these B'lls ,,,e 
brought before the 3~ fur percen-
tage distribution is tile old h~  lind 
it requires a very big change. In the 
repo:-t o( the . finance commission. 
the Chairman. has nut in a note of 
dissent. This is about the plannini!, 
commission: he has cha .. ge~ Ihat Ihe 
planning commission is an unconsti-
tutional body. formed ag.:J in,::t '.i.le 
Constitution. Government has not 
been able to say a ~ -d uhnut thill. 
He is of the opinion that the planninS( 
commission should ':\180 be a stlttu-
tory body. and not a bo1y gel up by 
and for politicians. At present th .. 
("hairmnn of the ~in nc  Commiss:on 
was of the opinion that the eommis-
!-:ion was competent to deal with all 
such points as are d(loalt. with by the 
planning commission. It is ~l  be-
r.ause of ce:-tain other ideas of tbt-
t!overnment that this has come in. 
The Stat"B have got certain inheren t 
rights for laxation. IL has come to 
the notice oJ the people that sal .. 
ta.x levy in the States leads to cor-
ruption; instead the government 
should levy excise duties. They Il8Y 
that the States are not agreeable to 
do this. My point is that wbether 

they dO 10 because of the politleaJ 
power that they hold about thUor 
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because of economic factors. So far 
u economic factors are CODcerned, I 
lbink there can be ways and melllll 
10 give them lome amount of revenue 
by means of excise duties in place or 
sales tax. But so far as the question 
fit. having a sort Of power is concero-' 
ed, It is quite a cillferent method. I! 
the States insist that sales tax should 
remain the government of India 
should also reconsider the question 
of allocatiOn of funds to them. At 
present the government only allocat-
es certain funds; it does not wield 
any power of control over expendi-
'ure of these funds and this leads the 
state governments misusing funds in 
their OWn way and even against the 
directions of the planning commis-
~ n  The time ha:; come wht'n the 
whole' tax structure of lhe (.'ount:y 
.hould undergo a radical change. A 
commission should be appointed 
see how the allocation of taxes bet-
.... een the States and the Centre should 
be there and if need be the Constitu-
tion may also be changed. Even this 
finance conunission has given the 
idea about it that a special commis-
sion should be appointed to go into 
the plan expenditure. The question 
is now a centralised one while there 
is a slogan for dccentralised way of 
production, decentraIised way Of shift-
ing small industries to the rural 
sector. If that is done the whole 
structure of the taxation shall have 
~ be revised. The:e is considerable 
contradiction between the two. Un-
less the government is very keen 
about ending it. this anomaly will go 
On as it is today. At present what 
the States do is this. They are try-
ing to tax to tht' highest level and on 
the other hand there is a gap to be 
filled In by the c( ntral government 
from taxa.tlOn aecording to the finance 
commission report and· also by grants 
in aid. All these three things are 
lolng on; that has lead to the whole 
trouble. Therefo:e the time has come 
when we should see that a more 
simple procedure is there anel tbere 
may not be SO much need of having 
• finance commission revision every 

five yean which ecmpticatea the 
thlnp all the more. Mr. Yudhvlr 

Bilt. 

Singh h41.aiIed a very important 
POIDt abllut the present positiOn of 
tbe border States. I COme from 
RaJasthan ""hleb enjoys the same 
po81tion. It is a very backward 
State because of SO many rea.,ona; 
there are the tribal people and th ... 
scheduled c ~  there. Tbe desert I" 
there. The finance commission had 
not the power to allOCate funda ill 
that way and hence the questiOn of 
grants in aiel from the government 
come. In. It may be argued that It. 
is a temporary phase. If we see the 
situation of the State. it i. not a tem-
porary .phase; it is a chronic phase. 
Therdore, seeing to this chroni .. 
phase, the allocation of funds as en-
vbaged in the Bill requires a radical 
chanGe in pprcentage and all these 
hing~ which have not been touched. 
by tho Commission .s they ought t., 
have done. 

At present there arft certain lub-
j('cts which are in the-concurrent 
list, and certain subjects which. 
need to be taken over hy th{' Gov-
ernment of India, for example pro-
duction of electricity, power and 
irrigation. Everyone now has come 
to this conclusion thut unless and 
until there is .. central authority, for 
power, nothin, can br:! dcJOc substan-
tia!ly. It a cent··al u h i~,  i. 
there and an All-India grid·.",telR 
iB there, the whole question of liy-
ing a !location or fundJ! to the Stat"" 
will have to be .. hanged .. Theretore, 
when we Bce to he~e allocations, 
we should lee-to ther-e ~i  prot.-
If'm<, whether the 5t·;«,. which han 
got at pre,,,nt incomes from land re-
venue, forests, excise duties and all 
th •• e things, wlJl he allowed to havf! 
furfh .. taxation in other dlrnctions, 
or whether the Ccnlre ,hollid take 
over these things. My opinion iB th.t 
the Centre should take all IUclo 
things •• electricity. and th" 
reallocation of funds in that -directioa 
mUlt be in the lilbt of the step" 
taken by the Centre. Of eour .... u... 
Stat... according to their own ,.... 
1I01I2"ea, _ be allowed to ba_ 
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their own industries in the public 
sector to the maximum possible ex-
"'nt, ~ also in the private sector, 
and il public sector industries are 
liven, the allocations will be there 
according to that position. 

Therefore, the present way of aUo-
eating funds should undergo a raeli-
nl chanie in that respect that if we 
aUocate funds and we also categorise 
them specially, for special use, then, 
of course, there must be proper use, 
proper control of the funds by the 
Centre over the States. Otherwise, 
the present position is that every 
State demand. the maximum and 
apends in its own way. giving poor 
results, and at the same time taking 
DO responsibility. 

For example, about this agricul-
tural production, the real power lies 
with the States, and the Centre has 
to co-ordinate this and everything jn 
that respect has to be done accord-
ing to the Cl'ntral directives, but 
the directives nre not followed. 
Therefore, while passing this Bill, 
which is a tempol ary phase, I re-
quest the Finance Ministl-r' to see 
that the whole taxation structure of 
the country is put into such a sim-
ple form. and the procedure is so 
.imple, that all these central direc-
tions and complications are avoid-
ed, and all those methods that re-
sult in or lead to corruption must be 
avoided if we are to have a scienti-
fic method of taxation and a scienti-
fic method of glvlnr a right propor-
tion to the States i" a right way. 

Mr. Deputy-Speaker: Shri Alvares. 

~,~ ~ .... 'A ~  : 

l ~, -ii l ll l ~  I 

Mr. Deputy-Speaker: The bell is 
being rung.... Now there is quo-
rum. 

Mr. Alvares (Panjim): The Fin-
.ance Commission in its report haa 
raised 80me very fundamental issues, 
and it would have been advisable if 

the Government and the Finance 
Minister had asked the House to 
consider the recommendations of the 
report as such. It grows upon one's 
mind that while there is B large mea-
sure of autonomy in the political 
arrangement, as regards finance, there 
la more and more centralisation in 
the hands of Government. One COrnel 
acr"". complaints throughout the re-
port, where the representatives of 
States, who deposed before this Com-
mission, have made out thia point, 

Far instance, they have complained 
that since the first Finance Commis-
sion gave its report, a new and im-
port.'!nt innovation has been introduc ... 
ed into our economy, and that is 
developmental planning, and there-
fore neither the Constitution nor the 
Finance Commission in the past have 
taken this new important fcatrue of 
development exponditure into conside-
ration. They would have liked to do 
so, but because of the restricted terrru 
of reference given by the President, 
they were unable to go into this que.-
tion. They have suggested that eVen 
if it is necessary to amend certain 
articles in the Constitution in order 
to give relief for the development 
expenditure in the States, this should 
be speedily undertakeIL 

At the moment there are two crite .. 
ria on which the States have com-
plained, and it is obvious that a large 
amount of centralisation of revenue is 
taking place. In the first instance, 
the States have complained that 
those taxes which the Government 
have worked are not sufficiently p.x-
ploited, and often in this House we 
have raised the same cry. We have 
said that where it is possible for 
Government, not necessarily in he~ 

taxes that "re shareable or divisible 
but in other cases, Government il 
not making sufllcient efforts to draw 
out aU that is necessary from possible 
sources, and in the absence of tht. 
full exploitation, the share of the 
State. where these taxes are shareable 
comes to • leuer enent than io anti-
cipated. 
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Th" second point is in regard to 
('ertain additional excise duties which 
arp in lieu of sales tax levied by the 
nspN·tive Stat" •• for instance on tex-
til"" etc. It is a general complaint 
that the Union Government have the 
discretion to vary this additional tex-
tile duty, and because of tbe discre-
tion to Vary, the rights or shares ac-
cruing to the States are variable, and 
.. 8 consequence of this they are not 
abl" to make any plan in advance. 
not knowing the extent of the sbare-
able income that they are going to 
receive from the Centre. Many dis-
cuosions or many formulae have been 
suggested to determine tbe h ~ of 
the States in the divisible pool of 
taxes. 

14 bra. 

Sir. may I suggest tbat one of the 
lmportant faca-which is not so much 
taken into consideration-i. that a 
large numbpr of States are in need of 
IInances for sodal development pur-
poses. Article 275 of tbe Constitution 
ibelf lays down the responsibility of 
the Centre to give grants-in-aid to 
such States as have to undertake 
developmental work and incur deve-
lopmental "xpenditure for the reha-
bilitation of the Scbeduled Caste. and 
Scheduled Tribes. Whllc thl. is a 
!pedfic recommendation. there are 
vast e ~ for social development 
quite outside this mandatory rule. 
ond therefore. I think. a point has 
bC'(>n rnnd,. out that as far as the de~ 
mand of the States for the availabili-
tv of mOT< divisible funds for deve-
lopmental ~ endi u e il'l concerned. 
fbit; matter should be examined by 
tht' Government also. 

The third point is. when the Fin-
anee-Commis..don first came into eX" 
i8tence, there was not 80 much of 
plan expenditure. whieh now over-
shadows current expenditure. Thl! 
wbole context h.. changed now and, 
there lore, the States rightly feel that 
when they have taken up the respon-
sibility Of quite a big degree of plan-
ned expenditure. their share from 
tIteee divisible .. sets lIhould M larger 
than it ia. 

2 ~7 il SD--7 

Having said, tfa. the next point II 
tbat there has been a plea made for 
some form of coll8ultation. It is true 
that wben the Pr ... ident under arti· 
c1e 274 of the Constitution makes a 
recommendation and sets up a Fin-
ance Commission, or he gives permis-
sion for any Finance Bill to M intro-
duced in the House, he has to take 
the interests of the States into con • 
sideration. While I am .ure he cia. 
tbat, neverthel.... tbere bas been • 
necessity tor a more direct consulta-
tion between the Centre and the 
State. whenever new taxes are being 
levied or any relief or variation aD 

the elrlstlng incidence takes place. 
Therefore. may I BUlllest that in addi. 
tion to the consultation or examlna-
tion of the Finance Commission's re-
port, it would be advisable for the 
FinanCe Minister to consider a sug-
gestion that there should M  a perma-
nent machinery by which such con-
sultation can take place perennially 
and not necessarily at certain periodi-
cal intervals. so that the require-
ments of the States are kept in con-
stant attention before the Finance 
Minister and the Union Government? 

When We are considering this ques-
tion as to W hat should be the ohare 
or what proportion of the divisible 
asseto should be made out Mtween 
the Union Government and the State 
Governments, one more consideration 
comes to my mind, and that is the 
quest ion of making provision tor aer ... 
vicing the loans raised by the State 
Governments for paying interest and 
amortisation. Today, there is no luch 
provision. We all know the Reserve 
Bank 01 India has complained time 
and again. because of the heavy bor-
rowing of States from time to time, 
they are helpless an1 have to refuse 
the States as much money as they 
would like to get; the fact that they 
romp1ain, shows that the Stat.,. are 
borrowing beyond their means to pay 
back. I do suggest that the way the 
States have been burdened ba. to be 
lone IAto. 
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The public debt of the various 
States has increased phenomenally. I 
quote some statistics. J wili give the 
figures for the public debt.; I do 
not want to refer to the loans in res. 
peet of the State. in this context. 
But I will giVe the House a few in-
stances to show how public debt hu 
increased from 1952 to 1956. In An-
dhrs it has increased from Ro. 122 
crores to Ro. 418 crores; Madhya Pra-
desh, from R... 22 crore. to Rs. 347 
cro!'e.; Bihar, from Ro. 122 CrOre. to 
Rs. 418 crores; Madras, frOm Rs. 50 
crores to Ro. 403 crores; Maharashtra. 
fr<'Jtn Rs. S5 crores to Rs. 502 crores 
and in West Benll.I, from Ro. 43 
crore. to Rs. 328 crores. I am only 
giving a few instances. 

Sbrl Sbtnkre (Marmagoa) : How 
does it compare .... ith Central borrow-
inll"1 

Shrl 4lv ..... : That is independent 
of thi., beeauae the Finance Minister 
can bring in notes Or borrow from 
tlIe Reserve Bank. but may I say that 
the States have no me8llll by which 
they can borrow except from the pub-
lic and from the Government of India 
and from the Reserve Bank. There-
fore, there Is no such provision to-
day. This has been made out by the 
report. and there appear. to be no 
prov1alon by which the States can 
pay back; not because there is no pro-
cedure for paying but because there 
i. no pos.lbllity of the States liqui-
dating the vast public debts that they 
build up In the course of implemen-
ting their own projects and some "f 
the projects of the Central GOYern-
ment. 

Now, I was deallna with the ques-
tion of the States complaining that 
they are not gettlng their due share 
of the divisible pool of the duties. 
Let liS take the total excise levy of 
the Government of India during thl. 
period and let us examine whether 
the CR.e has been dealt with fairly. 
Between 1981 and 1988, the Union ex-
etle duties fOil\! from Ro. ,61 crores to 
Rs. 819 crore.. The nles-Iax rose 
from Ra. eo crores to R... 318 erores. 

This proves that while the Centre 
has the discretion and the authority 
to a vast .pectstun of taxes and has 
the right. also to vary and increase 
the incidence of taxes un certain 
items, it i. not possible tor the States 
to do 80, and therefore, as I said in 
the beginning, we have come to a 
situation where, while there is auto-
nomy for the States in the political 
&nangement in this country, in nci~ 

ally, the Hnances are getting more and 
more centralised in the hands of the 
Union Government and the Union 
Finance Ministry. Therefore, aU 
these points need consideration. A 
disc""ion of the basic report of the 
Finance Commission would have elu-
cidated many points raised therein 
and cleared many of the fears ex-
pressed by the States that they are 
losing more and more authority And, 
shall I say, the items for levying 
taxes because of the need that the 
Central Government has telt to levy 
them by Itselt and giVe the States a 
part of those duties. 

Therefore, I would suggest Utat 
the.e point. that I have made out 
may be taken into conaideratlon by 
the Finance Mlnisler and, above aU, 
requast that thlt Finanee Mlni.ter 
will set up a department which pro-
vides for perennial consultation be-
tween the Stales and the Union Gov-
ernment so that the problem of the 
State. are kept in constant attention 
by the Finance Minister. 

Shrt A. N. Vldya!ankar (Hoahiar-
pur): Mr. Deputy-Speaker, Sir, I 
wish that before v., .. e discussed these 
Bms, the report of the !'Inance Com-
mission had been discussed in th .. 
House alongwith the basis on whleb 
they have made their recommenda-
tions, so that the House could ha.,., 
an opportunity to exprell its oplnJon 
on them. I fe£"1 that the baRi!lll on 
which the FinanCe Commission rn.a.kes 
its proposals required alteration, In 
view of tho new situation that hu 
arisen and the new needs that _ 

being felt by the States as well .. 
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by the Centre. I acree with tile 
suggestions made by .ome of the 
Members that the whole structure of 
laJ<ation requires review, the whole 
basis requires review, because in the 
States it is beiQg fell that the States 
posse.. ver)' tnelllI"e rllSaurceg. The 
Centre has better resources. Mean-
while, during so many ),ears since 
this division waa made, the conditioD8 
have very much chan&ed from what 
they were at that time, and the cha-
racter of the resources has also chan,-
ed. Therefore, It I. very necessary 
that we should review bow theae allo-
cations should be made and how 
Iheau resources also should be allo-
cated. The whole question requires • 
lot of tresh consideration. 1 feel that 
most of the State ......... pecialiy PWliab 
from where I come-have not receiv-
ed consideration which was very De" 
cessary and which was d..... PWliah 
has not received that much colllidera-
tJon which was due to It in view of 
the circumstances in which my Stat. 
is finding itself today. Since Inde-
pendence, Punjab has been facing and 
confronting a situation and Is expect-
in« always some kind of dlmcultl .. at 
ita frontiers and on that account Ita 
economic candition alBa !a very much 
alhcted. It bas to meet certain ex-
tra expenditure In various ways, 
directly as well as Indirectly. Often 
altuations are created In whJch a State 
has to Incur various types of Indirect 
expenditure. All those considerations 
have to be kept in mind. The alloca-
tions made by the Finance Commis-
sion do not satisfy the present needa. 
That Is wh)' I said it would bave been 
much better if the Commlsalon'. pro-
poeaJo had been discussed earlier and 
then on that basis the... Bill. were 
put before the House. I wish the FIn-
ance Minister examined this queotlon 
and reviewed the whole situation, be-
cause if We do not meet the require-
ments of the situation, various di1B-
eulti .. will arise. resulting In diacOft-
teDt. Alth01l8h I support these BIlIB, 
I hOl>e the Ftnaare Minister will sym.. 
ptlthe\icaUy conaider the need.! of 
~ e who are placed in difficult COD-
dltiOlUl 81 Punjab Ia. I also plead 
1M otIIer Stateo like OriMa anel Bihar 

Bills 

WhlCll a... e n ~ uf mucn fa vourabltt 
~ l  I'u"lt conamun al.sQ o;iluUld. 
00 rc.;uusid.el'ed. 

-~ u  purPOSe should be ~  "2ach 

State snoUld pruspur M,uU il W ~ MiL 

~ needed resow-ce .. au that It ~ 

ao... to make prOiress. Tbd aUoca-
tlOil Shuuld be not on tile ha&ia or 
coilection made in each &ate or ila 
population or its resoW'Cti, because 
a S1at. which ia already nch shoUld 
not get mo.'. aDd a poorer SlaLe 
should not II"t less. That is nol eq Llit-
a hie distribution. I think the baslB 
of distribution should be changed and 
I bope these matten will receiVe very 
sympathetic conaIderation of the Fin-
ancE' Minister. 

Shrl BadIl .. 1aI V,... (Ujjaln): Sir, 
I fully associate m),leif with the view. 
and feelio,. ezpr ..... d b)' the pre-
vious speaker. I feel .trongly that 
the considerations on which alloca-
tions are made to dillerent Stateo 
should be considered in the liiht 
of the positions ol the different 
St.ate.. The previous speaker refer-
red to his State ot Puniab and 
some other States. May I aiBO 
Invite the attention of the minis-
ter to the state of affairs in Madhya 
Pradesh. It is surplus In tood, but 
unJ'ortunately in irrigation it ia the 
most backward St.ate. Onl), 6, per 
cent 01 the cultivated land is under 
irrisation there. We have potential-
ities ror starting more than 300 Irrl-
Kalion projects. It one or two pro-
jects are taken UP in each plan, I am 
afraid even In a hundred years all 
the projects cannot be taken up. 

Similarly, in the motter ot roads 
and communjcations also Madhya Pra. 
de.h is laa:ginc b;:hind so many other 
States. It is a vast area and villag,," 
are tar away from one another. Laree 
fund. are needed to connect the vil.-
lages with the main road&. This is not 
within th .. means of the State. It can-
not do it. It thing. move as they do 
now, I am afraid Madh),a Pradesh 
would be lauilll Jar behiad d urin& 
the co",illl year .. 
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Similarly in regard 10 education 
WO It is lagging behind. You will be 
IlUrpriaed to now that this year we 
could not open even one primary 
achool. As a matter of tact, we bad 
to appoint 30,000 teachers, but out 
ot this we could appoint only 15,000. 
We hBd no tun:ls. It may be said that 
it is the fault of the State. The State 
has done its best to levy as much tax 
aa it could and nO source haa been 
left untaxed. If our ~i i n is com-
pared with the position in the neigh-
bouring States, in some matters Mad-
hya Pradesh has reached the satura-
tion point and there is no further 
1IC0pe tor taxation. There is vast un-
employment and great poverty. 
Theretorp. the consideration which 
• hould weigh with the government 
should b..:o not income or population, 
but the backwardness of a State. 
After alI this i. one country and the 
whole of it has to progress and no 
~  of it has to be left behind. 

One important point about this pro-
blem State of Madhya Pradesh is that 
34 per cent at its population consists 
of scheduled castes and tribes who 
are very backward. Besides, in the 
Chambal ravines every day We hear 
of so many dacoitie.. murders, loot, 
etc. It is a daily phenomenon. The 
State Government has to spend a lot 
of money to maintain law and order 
anj still it has not been able to capo 
up with it fully. A large amount of 
its income is being spent on this, 
The.... are othp.r points also, like 
drinking water. It a government can .. 
not provide even drinking water to 
it... people It cannot be called • WeI· 
fare State. 

Shrl YaShpa\ Stnch: Even to MPs. 

Shrl Badbelal ~  There are 4000 
to 5000 villages in my State which 
have got no drinking water facilities. 
Crores of rupees are needed to provide 
80cial amenities. .communications, 
education. medical fp.1ief, law and 
order, roads and irrigation. Irriga-
tion is necessary not only in the inte-
rest.. of MP but of the whole country. 
I submit that these factors should be 

taken into consideration while makin:I 
allocations to different States. 

For example, the income-tax col-
lected in a State is taken Inlo consi-
deration. In my State, we have got 
factories belonging to Birlas and other 
Industrialists In Indore and Ujjain 
also, with their head ofllces located at 
Bombay and Calcutta. The income-
tax derived from them is credited to 
the account of those States and not of 
Madhya Pradesh. Of course, it g""'" 
to the Centre, ·but the Centre distri-
butes it on the basis of collection in 
each State. That Is why Maharaoh-
tra and West Bengal get larger sums, 
because the income-tax derived from 
these factories is shown as being col-
lected in those States. This fact also 
should he taken into consideration . 

With these remarks, 1 would appeal 
10 the minister that at a later stage, 
he might kindly reconsider this and 
see that no State lags far behind 
other States. 

Dr. M. S. Alley (Nagpur): Sir, I also 
associate myself with the observations 
made by some of mypredeceaora 
regarding the desirability of the FI-
nance Commission's report beine 
placed before this House and discllO-
sed, before these Bills are placed here. 
The main difficulty which exists now 
is that on account of the develop-
ment programmes which We are plall-
ning, the liabilities of the local gov-
ernments are increasing. Commen-
surate with the liabilities, their 
sources of income are not increaa-
ing. Therefore, the States, naturally, 
look up to the Centre for more and 
more help. This year they have found 
out that the three Bills are com· 
in.'! in simply to augment the share 
which Is to be givon !o the State. 
hy the Centre, he ~ Bills are only 
tor bhat purpose. There is also the 
Railway Convention Resolution 
which is going to CO'"e up. That II 
also tor the same purpose. So we 
find that the question of the source. 
of income of the States Is a mRtter 
for very serious consideration. At the 
S!lme time, the liabilities are also of 
the States and the Centre. Inc"""';n& 
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in view of our programmes ot pro-
gre.. and development along with 
the additional liabilities put upon 
them by unforeseen clrc:umstanc ... 
i ~ war and other things. So when 
demand. are made in the name of the 
States, I would ask the State. also 
to .....-they have alilo this duty-that 
the Central Government is in a posi-
tion to teed themselves as well u 
give a proper share to the States also, 
That can be done 0,,1), if we live 
them what help they require for the 
sake of augmenting the income of the 
Central Government 50 that there is 
sufficient fund l~  with them for 
allocation to the States also, There-
fore, this is not the time for us to urge 
upon are-thinking 01 the formula in 
favour of the States, This i.q a ques-
tion which cannot be deferred indefi-
nitely for the future. 

I. therefore. think that the propo-
sals as they are today have to be pas-
sed. There is nothing wrong with 
these proposals. But my suggesUon 
is this that very Soon the Finance 
Minister should take into considera-' 
tion the question of appointing a 
Commission that shall go into the 
whole question of the liabilities and 
the proportion of shares which have 
to be given to the States out of the 
Central Gvernment's income. That 
question should be examined more 
comprehensively and exhaustively. 

With these remarks. Sir. I think 
the suggestions made by the Finance 
Commission and the recommenda-
tions made by them whlch are in-
corporated in these Bills are such as 
shOUld commend to the approval of. 
the House. I lend my wholehearted 
supPOrt to theoe !IIlla. 
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Mr. Deputy-Speaker: Shri D. N. 
Tiwary. 

How much time would the hon. 
Minister require? 

The MlnIater .,f FinaIlee (Shri 
T. T. Krishnamaehart): How much 
have I got, Sir? 

Mr. Deputy-Speaker: We can go 
up to 3-13 P.M. 

Shrt T.  T. Kr\shnamaehart: I would 
require twenty-five to thirty mlnuteo. 

Mr. Deputy-Speaker: 
After one more speaker 
the Finance Minister. 

Very well, 
will call 

Shrl D. N. Tlwary (G<>palganj): 
Mr. Deputy-Speaker, Sir, the deve-
lopment of a country is just like the 
development of the body. If any limb 
of the body is weak while the other 
limbs have developed strongly, the 
body will still remain weak. Simi-
larly, if certain parts of the country 
are backward and are weak economi-
cally the whole country will be 
weak. because that weak part will 
drag the whole country with it and it 
will be dead-weight on the whole 
country. I am not ashamed of talk-
ing about my constituency or my 
State In this regard, b"eause those 
States which are very backward 
should b. given preference. When mY 
friend Shri Madhu Limaye was 
speaking and .omebody said "you are 
talking about your constituency". he 
protested. I am not ashamed ... 

lOll' III! ""'" 'HI if VfIf ~ ~  
;r;!T ~ 

Shri D. N. Tlwar:r: From the statis-
tics that have been given by my 
friend Shri Madhu Llmaye about the 
per capita Income of the States. you 
will find that tor Bihar It Is le.s 
than Rs, 220; and even in that, there 
is a big chunk in the State where it 
.. less than Rs. 100 per year. and 
that i. the chunk of North Bihar 

where the population is about 2 eror"". 
nearly one-twentieth part of thO' 
whole cOU'Qtry. And especially in 
the portion Darbhanga and Saran the 
income is just Rs. 72 per capita per 
year. There was a question here. 
sometime when Pandit Jawaharlal 
Nehru was the Prime Minister. by 
Dr. Ram Manohar Lohia, and great 
controversy arose. He had said that 
in certain parts of the country. among 
certain category of populations in 
the country. the income is three to 
four annas per day, then a great 
controversy arose, and it was refuted. 
But the..e statistics prove that what 
he said was right. How can a man 
live em 'three annas per day? Land 
in North Bi.har is very fertile, it is 
one of the best in the whole country. 
But due to the negligence of the 
State or the Central Govemment-r 
do not want to apportion blame··--
that part of Bihar has remained very 
backward. Tile people .re not dull. 
they are intelligent. It has produced 
people like Dr. Rajendr. Pra.ad. 
Maulana Maz.rul Huq and othN"s. 
But due to man4rnadc arrangemenb. 
(An. Hon. Member: God-made.) I 
cannot say God-made, because God 
has given lhe be.t land there, bU't we 
still remain backward; not one falllily 
or two. but the whole of North 
Bihar. There is no industry there 
except the sugar indu.try. A large 
number of people are unemployed. I 
would draw the attention of the hon. 
the Finance Minister-I have faith In 
his ability. integrity and impartiality-
and I would request him to make out 
certain proposals, for that part of the 
country. 90 that it may come. if not 
on par, but near par with the other 
parts of the country. I would sug-
gest thot many indu ie~ can be 
loc:'ated there. A jutp Industry caD 
be there, in Motihari; bagasse indus-
try can be there for making paper 
etc. in Saran. If the hon. the FInance 
Minister. who Is a very able man. 
appoints a committee to go into the 
details about the backwardness of 
North Bihar. I think the people of 
North Bihar wi1l remaIn very Fate-
ful to him and he will be improving 
the lot of the people there. 
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So tar as otht!l" matters are con-
cerned, education and other things, 
there too education in North Bihar 
u. not on par with the education In 
South Bihar. If the percentage of 
literacy In South Bihar is 20, in 
North Bihar it is 13 or 14. So in 
every sphere, whether economically, 
edltcatianally or otherwise, North 
Bihar Is very backward. And It is 
also backward in the distribution 
ot Income, SO far as Estate-duty, 
excise duty, etc. are concerned. I 
have seen the chart of ciistribution and 
here I find that Bihar i. given only 
10 per cent. This, I think, is accord-
ing to the population. What stell" 
have been taken to ~i e more money 
to Bihar with the explidt direction to 
USe that money tor tile improvement 
of backward areas? There L"I no pro-
vision for that in this Bill. If it is not 

~ le to allocate It here then 
l<iditional funds should be allotted in 
some other way so that that part of 
the country may be brought on par 
with other areas. A few years back 
a Member from Uttar Pradesh raised 
the q\JeBtion of Eastern UP. He tried 
to show how Eastern UP is very 
baekwsrd. When Pandit Jawaharlal 
Nehru he:u-d that speech he appoint-
ed a committee to go Into the matter 
and suggest ways and means to 
improve the pD'lition of that region. 
I do not know what happened to that 
committ<>e. whether any report has 
been submitted by that committee, 
.... hether the Government has con-
sidered that report and Implemented 
it. In any case. I would request the 
Finance Minister to appoint such a 
Committee for North Bihar so that he 
may know how to Improve the lot of 
the people there and what to do there. 

I do not want to take any more time 
of the House. I would again appeal ttl 
the FInance MInIster to look into the 
matter. I have brought this matter 
to the notice of the Fmanee Minister 
in the budget session. Bihar I. not 
deflcit In natural resources. In fact. 
it has rich natural 1'8QIU'CeS in abund-
ance. yet, I do not !mow why It hal 

Billa 

bacome the....,Jrest State in the whole 
of India. Even to ""'Ploit til. natural 
resources it is necessary to have fund... 
So, I would req uest him to lind ways 
and means to help this State in ordec 
to bring it on par with other Stat .... 

ShrI T. '1'. Krlahnamacbari: Mr. 
Deputy-Speaker, Sir, it is lkJItl.ewhat 
diftIocult tor me to 8llSW'el' the various 
points raised by lICYeral hon. Membera 
in the course at the dlscussi'lll on 
these Bills, for the reason they cover-
ed • very wide ground. I would at 
once concede that point.. made by hon.. 
Members are quite valid in th"'n-
selves because they are matter. per-
taining to partleu.lar States and the 
levels of prooperity in thOlle States 
which, as I said before. are valid and 
have to be looked into. 

But the basic point that hill! to be 
understood i.., thi.'f, the di e enc ~ 

between a statutory obligation to 
devolve ~ in revenues on the Stnle 
and also a devulution which I. made 
on a d:i.ocretionary buis t alrinc into 
account the need for development aU 
over India whiCh i'i d n ~ on the 
recommendations of the Plunning 
Commission. I certainly do nol claim 
any merit or any reputation for being 
mfaUlble bul, as I understand II, the 
arrangeonent that we have in Ihe Gov-
ernment at India today is as nearly 
perfect as it could be in the adminil-
tration of a country w1Uch has a 
federal constitution. The States are 
very largely IlUtoD<JlllOUS In their own 
sphere and tor the preservation of that 
autonomy the element of d.i3oTetion Ia 
taken away from th .. Central Govern-
ment in regard to devolution 01 
flnllnces which are needed for the pur_ 
poee of administration of Stateo 
following certain criteria. Then oomes 
the other question of • uniform deve-
lopment, economic development. of 
India and the need of the whole coun-
try shaWing a certain am(Junt of 
growth. 'I1utt cannot be do.... on • 
statu-,r basis; nor can It bt> done for 
II". years. That b where we haft a 
~  advlsor7 bOdy c.lled the 
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Planni.tc Commission which not only 
frames the Fi'Ve Year Plan, it also 
frames the annual Plan and it also 
lOOks into the implementation of the 
. Plan all the time and it advises the 
GOvernment .  .  . 

Shri Kashl Ram Gupta: But the 
Finance Commission has questioned 
tire very constitution of the Planning 
Commission. 

Shri T. T. K.rIiduaamaollarl: I may 
be permitted to have my say. The 
bon. Member bad biB. What I say 
may not be palatable to the hon. Mem-
ber, but it cannot be helped. I think 
1Ihe hon. Kember has said many things 
9Mich may not be to the liking of 
many Members. In fact, what one 
hon. Member has to say about one 
State may not be palatable to a 
Member from another State because 
each hon. Member is pleading for his 
State. 

Now I come to the dichotomy that 
exists ~ een the work of the 
Fiounce Commission and the work of 
the Planning COIIIlIlh!sion. Of coune. 
it i.' nvt r.r tbe first time that the 
e ~  or the Finance Commission 
have raised this point whether their 
work is ne~e  Or whetl'l!er the 
Planning Commission shou'd take over 
their work and become a statutory 
body. In fact. the Planning Commis-
sion cannot become a statutory body 
because the ultimate right of what 
ahould be done and wlnlt should not 
, be done should vest in this House and 
that clnnot be taken away. except in 
so far as the States are concerned. 
There 1 think this House cannot do 
."ything eXt!ept giving an advice and 
that d6Yolution is made on tire baais 
or a Commissi<>n app<>inted under the 
Constitution. Well. that area Is taken 
..... y from any que.t1on of diocretion. 
.Tf the Pla!ming Commission .-n-
mend. .nd we make an a\loC!atlon to 
the vvl.IJUS States, it b sublect to thi. 
'House ~  It. TIle Rouse hu to 
,~ It, ~ h  whlch *e Govem-
ment cm do nothlrIIr· ab(Nt it. It DlIY 
~ Qlat. as'\he __ JIember, ibrl 

Llrnaye, put it. in the process of 
tunct.ioning. we may be functionin, 
wrongly; it is possible. There may 
be room for improvement. In fact, I 
ooncede that there is considerable 
room lor improvement. But all this 
improvement is contincent on the 
resources being avaiJab!e. Of course, 
if the fault is laid on tire door of the 
Central or State Governments that 
they do not spend the money allotted 
to them effectively and efficiently. 
well. it i8 a different matter. But in 
thle question of apportionment of re-
sources the main factor that i8 needed 
is the question of resources bein, 
available. That i. neither here nor 
there. 

I will come to the question of 
Finane\> Commisalon. The Finance 
Commission takes note of some of tne 
necessiWes for the functioning of Gov-
ernment and luggests certain basis for 
appropriation of revenues and allO 
transfers a little more funds from the 
Centre to the States. They have 
transferred only Rs. 140 crores per 
year from the Centre to the ';iOtcs 
8S grants-in-aid W~~l, I cannot com-
plain because the transiEr of money 
to the States is made on thoe ba.,is of 
an obligatiOn \VIhich is a statutory 
obligation. All thnt 1 can say is. if 
I do not have enough resour('es for 
the Plan I have to cut down the 
allotment for various projects or rut 
down some projects altogetilcr. 

The basis of allotrrnnt of mOhey .0 
the States has boen questioned. That 
is the very reason why we appo1l1t a 
Finance Commb.lon. Is it possible for 
us, representing as we do .eve, aI 
States. all sitting her..--asswni.llg for 
a moment that I beeame fun.:t1U 

officio, I am not 8 Mlniater but I IIIIl 
alttin, here as an ordinary MeInber-
l.ppa-inC wa lITe told that thie is the 
amount of money .\/811able, can we 
.it down. 500 and odd of US here, and 
.. Uocate mot1e7 to th .. dlft ........ t Btatell1 
Will we be In a poaitlon to take IntO 
aCCOUftl evfty ~u iclll  ~ 
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the needs are there aDd they are 
real-in the various States? Is it JIbS-
.i ble tor us to make a suggestion for 
devolution? No, it i8 not possible. That 
u why we appointed an expert body. 
May be their judsment, from OUr own 
individual standpoint of view, is 
"'ronc but, by and large. I must say 
that the States have approved of the 
recommendations of the Finance Com-
mullion. 

Well. you may say that the crite-
rion on which these rccommendations 
have been made is not fair. Some 
hon. Metn·ber mentioned that the 
devoluti<>n should not ,be 80 per cent 
on the basis of population and 20 p.!r 
eent on the basis of collection but it 
Sbould be entirely on the basis of 
population. Maylbe, it U right; I do 
not 6::J:Y. it is wrong. It is a question 
which has to be decided and it has got 
to be decided by somebody othcr than 
a group of people who, in the case of 
U'ttar Pradesh Members. might say, 
"Let It be on the basis of population", 
and in the case of Maharashtra and 
Bengal Members. might say. "No, no; 
We wial do it on the basis of collec-
tion". It may ""ncelv.bly be that the 
next Finance Commis!;ion might say, 
1.,( it be 90 per cent on the basis of 
population and 10 per cent on the 
!Ydsis of collec(ion; or, they might even 
say. do not tnke it on the basis of 
t'ollection but take it on the buls of 
population. But it is also necessary 
that We must give some incentive to 
the States wh"re we are making the 
{'ollectlon. I have got certain dilBrul-
tic. in the matter of collection 
·because I bave got to go and get the 
,estralnt order from the States and 
the States will have to collect It when 
I am not able to collect it as arr"." 
or land revenue. Their et>lIectorll 
have to be put In motion. So, .ome 
kind of a vested interest In collecting 
he.. to be left to the States. If you 
ta10e it away altogt!th"T. the States-
lIornbay and BengaI--may not co-
operate. I thlnk, theft ll1'e the fadora 
that fUlded the nnance Commission 
10 IbaIte th_ ?'ecommenaatlono. 

Another ho,. Member, a very reo-
pected ~e  far 'Iihom I have SO' 
V"ry lP"'at respect and even affection, 
questioned about the merits of the 
FInance Commission members. May I 
say in all humility, with great respect 
to my hon. friend, Shri Sharma, that 
I do not otten claim for things for 
which I am not Ilntitled, but I do say 
thIs that if any outside body evaluatet 
the selection of members of the Com-
mluion this time, it would say that 
this is about the ·best .election which 
could possibly have been made. 

The Chairman of tbe Commisaion. 
who very kindly aareed to take over 
this Mlmewhat onerous responsibilil)', 
i. not only an eminent jurist but is a 
person with a great deal of wordl7 
knowledge and equipment. In fact, I 
was mo.t happy when he allreed to 
serve on this Commission. I can also 
say that I did not make tne selection 
myself. We decided that in view of 
the past experience the Chairman 
should be a person with a judicial 
background and I had requested the 
Chief Justice to suggest a name. He 
suggested the name and I accepted It; 
I did not want to make the suggestion 
myself except to tel! him that I would 
Uke to naVe a person w1th a judicial 
background but al<o • man of worldly 
knowledge. I was very happy that 
Shri Rajamannar agreed to do this 
work in spite of great inconvenience 
to himself and I am most thankful \0 
him for havIng done tbat. 

,",e !lther members were a 
former coll"ague of our In 
this House, Shri Mohan Lal 
Gautam, who certainly brinBi In 
the political aspects of this kind of 
work that Is h~  on the Commis_ 
sion; Professor Karve who has not 
only unlimited experimce of ,!!neral 
finance but also of various detail.! of 
human Hving !>!oin, a ~  aeaBOned 
~ e  and a IIUIn ",Ith a comple. 
tely objective frame of mind; Prof .. -
lOr Babatosh Datta who .. an lOctmo-
mUt of • ere8t deal of reputation; al\d 
an ollla!r trom the P'lna1lC@ Minllt1')' 
who 1 thou"'t ... eMlJMfttl,. f1u.d 
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for this kind of Uting beca ..... of both 
his statistical and general knowledge. 
1 do not agree with my han. friend, 
Shri D. C. Sharma, that the qualifIca-
tions of the members of Ute Commis-
sion is something which is lacking; 
they had qualifications which are tne 
best that we could possibly get and 
assemble in a commission of this 
nature. 

The second thing is about the  vari-
ous things that they did. After all, 
loa very l .... ge extent, they had got 
to be guided by the evidence and 
material prepared by each State. If a 
State has defaulted Utat is a different 
thing; but each State has ita own 
development problem. loan problem, 
need tor Ute sinking fund and vanous 
other difficulties that they had felt. 
All these things were put before them. 
It may be that everyUting lIhat is put 
before them could not be accommodat-
ed; it is not that they were not aware 
of it. It is one thing to be aware of a 
particular thing, but another thing to 
accommodate it. 

In fact, 1 happen to know that even 
in Delhi where, as some hon. friend 
opposite put it, Ute peT capita income 
is very high compared to the rest of 
India, there are pocketa of acute 
misery and sunering. All that we 
have to do is to go to the slums to 
lind these people. New Slums are 
coming up. We are aware Of it; but 
then what can we do about it? It can 
oniy be done on a planned basla 
and in a general sort of way. An 
isolated problem can be dealt with 
If we deal with it administratively 
for the time being; If we built a' tew 
more houses for these people that 
might solve it, but Uten freSh people 
are also coming all the time. 

Take Ute question of water supply 
to certain areas in Delhi. We know 

it is defective, but until we get Ute 
major water supply problem conquer-
ed, we cannot do this kind of thing. 
More realisation of a problem does 
not mean that We have a solution for 
Uti. because Ute .olutioa is governed 
. by various other factol'L 

So, I do not think that it is correct 
to say lihat the Finance Commission 
have not taken into account al1 the 
factors of sLandards Qf living, difficul-
ties of the peopie. wanl of water u ~ 

Iy and things of that sort. My hon. 
friend, Shri Malaviya, .aid that the 
Finance Commission must also be 
aware of the need for su1phur in Utis 
country, of the exi!litence of pyrites in. 
Amiore and of the development of it 
so that we can stop imports. It i8 
sometlbing for which you must have a 
conunission, virtually a Planning 
Commission, which has to lOOk into 
the various things. That is the duty 
of the Planning Commission. My 
han. friend, Sbr; Malaviya. said 
abount certain very relevant factors 
with regard to sulpher; but that is a 
matter whioh the Planning Commis-
sion is looking into. Whether Ihe 
Amjon-Pyrite Company. which i'il a 
pUblic sector company, is doing it pro-
perly or not; whether we should have 
more g ni~ i n  or whether we 
should give it to bhe privatl' sector are 
matters for the Planning Commission 
and aot the Finance Commission to 
recommend. 

Therefore, much of the criticism 
that has been levelled aeainsl the 
FinancE" Commission. l am afraid. is 
due to our own desire for dl-velop-
ment of our State and India and. at 
the samr time, asking this body to do 
something tor which they were nsi-
ttler equipped nor were they intend-
ed to do. Here it is a que.tion of 
statutory devolution of Central 
finances to the States on certaIn cri-
teria placed before them. As I said, 
it is quite possible lhat ",hot they did 
was nghl or wrong. For instance. 
Professor Sharmn. mentioned whether 
Utey had taken into account Ute defi-
cit of Ute Stales. III page 59. para-
graph 133. Uto.y have taken the deficit 
by multiplying it flve times. In fact, 
they say that the deficit in K.erala for 
five years would be as. 104 craTes 
and for Orissa Rs. 145 erores. I do 
not know whether the mere fact that 
the dellelt I. there, the deficit u right, 
whether tlhe deficit could not be 
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• voided. You may go into that ques-
tion. I think, they have taken that 
into ac['ount when they suggested • 
-certain devolution in page 75--Grant· 
in-Aid 01 Rs. 121.89 crores; but that 
W3, not all. They also mentioned 
that they were not able to take into 
act'ount certain additional liabilities 
incurred by Uttar Pradesh, MYIlOH and 
Andhra in regard to de&rne811 allow-
aau' because the intonnation asked 
W ~ not forth['oming in time. They 
sugge.ted thnt Government might take 
thi. matter into account when tlnaUlI-
ing the propos. I. I felt that the Gov-
ernment .hould not be asked to do hi! 
work. So, I requested Professor Karve, 
who wa! a member of thifi Commiss1on 
to go into thi, again. He took a period 
of four days to go into it ahd make 
certain recommendatiomt. I did nof 
want to exercitll(' the di llc e i n~~  

di!ll('retion or that of the Government 
at India-in thi, matter. I thought, 
lint'£' the facts WE're mentioned by the 
Commission, it is better to ask Q mf'm-
ber of the Commission to do ..iIi'!" work 
and he very kindly did it, 50 much so 
that there is an additional devolution 
made on the basis of the dcftciu 
.... hich thev acknowledged would be 
right and desf:'rving. 

J5 hI'S. 

Thf'n, tht" Que!l!tion ('omes in about 

the net'd, of the Stat.,.. We shuu!d 
.150 n~ de l  one matter , .. ben we 
Ipeak of the S e~  The il,~  ~

ponsihility for the admini!;,tralioIl 01 
thp St:ltes i!" ~ i h thf' Statt!';, thcm-
serve!'. Then' arf' certain tactors 
.... ·here they want u ~ide nelp. That 
ilII where thr l nnin~ Commi"ision 
l - ~ in: but whC'tht"T they fIIpend 
mor(' on th(' Plnn or d~  ... ~n  or 

em the soria I e i ~ or ;)lJ r.Jads or 
nationalisation of road ~ ~ , or 
on building i~ officc«:, io;; n motler 

whkh i. entirely within th";r discre-
tion. Maybe, the Planning Commis-
.ion might Tf"('ommend that in ~ ,hr 

Slate i. rxpending money OIl nOll-
e-Me'ntia) thinge. we ~ not able tr 

'j • 

allocate more mane,. for !hem In the 
Plan. That Is possible; we tni4hl dr .... 
!heir attention. But It is a matter 
over which we have no control. Mr. 
Kashi Ram Gupta mentio" .. d that we 
should have control over the Statel, 
If we have control over tho States, the 
tedecation loea. We cannol have con-
trol. In fact may I mention that I do 
not have .control over States even to 
prevent them from taking my money. 
I do not lay It is my money; 
it i. the Centre's money, One 
Chiet Minister objected to my 
saying my money. I am merely m£n-
tioning it because tor th .. time being 
I am the Finance Minisl . .,r whoever It 
may be, X, Y, Z tomorrow, but it is 
Ihe Central government's money and 
it is being taken without 50 much of a 
'by your leave' and you have to flnd 
money for the purpose of balancing 
the budget or have deficit flnancing. 
J am not in 8 position, the Centre Is 
not in a position, unless we invoke the 
provision.. of article 360 of the Con-
stitution to declare 8n erner gency tor 
taking over control, to have control. 
That b; a very extreme remedy which 
we cannot usc. So, we have to l(lRvf! 
It to the State legislature. to see that 
the finances are properly managt!d. J 

hAve no control. I ean only draw 
their ,,1'enUon. Somebody said the,." 
should be ronsult.tlon. I think Mr. 
l e~ said ~  'I'I"J(>T@ is very close 
oOMullRtion. J rAn tell you Ihis. All 
h~ Chief ministers are rricnd!IJ or mine 
Bnd whl"never they come I me£>t them 
and T meet their ftnanre minister,,; 1 
e~  their flnnncc ec e lc~  wr 
:';omrtimt.'s go there and meet these 
p(lople II lso. "'ere Is consultation. 
On. hin~ I cannot do ond that is, I 
cannot tell the State Chief Ministers 
of finance mini!rten ~l  !Jlxa\lon I 
am ~ ln~ to levy; It I. not po.slble; 
that i. the prerogative of the in nc~ 

ini ~  and hi. eoll'.j!u", h.".e which 
he C'ouJd not shnre with thr Slatl" 
govemmenh. It. i. not pos.ibl". Even 
my colleague. !OOmetimes are not told 
until an hour ~ e the pr..!'entntlon 
of the Budget. On general po!iry mat-
ler! we do have conrultatlon treqUf!nt-



DECIlMBJal 8, 1961 

[Shrl T.  T. Krishnnmacharij 

Jy. In fact I have even asked as pre-
li in~  consultation with the finance 
mJ.nisters for tho ftnance secretaries 
to meet hcre so that we Clin discuss 
h~ problems, adminittrative problema. 

Shri A.lva ... : What about the com-
plaint of attrition ot Items taxable by 
lhe States and the non-exploitation 
of items surrendered to the Central 
Government? 

Shrl T.  T. KwlahDlUll&Chari: I have 
,ot to levy taxes. ShouJd lIQIIlebody 
come and teU me: you levy. I am not 
responsible to them; my responsibility 
Is to the hon. Member. The hon. 
Member may. say: you are not doinS 
this; you should do that. But I can-
not be responsible tor somebody who 
does not vote for me, who cannot 
send me out ot office or keep me in 
amoe. Han. Member has to vote for 
the budget; people in the State do not 
vote for my budget; they vote tor 
their own budget. We have oonsulta-
tion but there is no question and I 
cannot share the responsibility which 
lowe only to this House and to no-
body else. This House ~ my master, 
you can turn down wh 1t I say; you 
can ask me to do something el e~ 

either I do or I go out. I have no 
responsibility tor anybody outside thl. 
House, not even the other House 
(Interrupti01l.l'.) In regard to the 
question ot flnances, it ill only thia 
House which has lOt responsibility; it 
can only make recommendations-the 
other House. You are solely respon-
sible and I do not want the han. 
Member even to sUllgest that he 
should surrender any of his respon-
sibilities to somebody else. I am com-
pletely under the control of this 
House finally. The other House can 
make recommendations but it II tor 
this House to approve whatever has 
to be done in the matter ot financing. 
Since 600 of us cannot sit down and 
sa)' the pe",entage should be this, the 
grant. In aid should be this; So we 
have appointed II. Commission which 
the Constitution makers in their wis-
dom have provided tor in the Conatl-
tutton. 'l'he complaints made 10 far 
have to be taken with this dUllculty 

that we cannot go on altering !hi .. 
Having entrusted it to them, we can 
3upplemenl that. SUPPOsing there ~ 
deficienq, we ClIO do that. Mr. D .. N. 
Tiwary mentioned about Biilar. I am 
fully .o:onsciou.s o.f this problem. :r.4.&cY 
I tell him-of course man makes pro.,.. 
posal. and they say God sometimes 
disposes them-but I do hope if QQd 
does not dispose of these proposals I 
feel l.ru.t in about three 0[' four ~ 

many people might be envious of his 
part of Bihar because today what ha;' 
happened is this. Kosi Dam and KQSl 
canals are coming into fruition; the 
Ganda!< dam and the canals are com-
ing up; Buri Gaodak projects have all 
been completed. Of courae we have 
taken probably a lot of more time 
than we should have. Now, if the 
problems of waterlogging do not arise. 
if we can provide them with seed, fer-
tilise ... , expert advice in regard to 
variation of production, I can foresee 
within a very limited time-I hope I 
will live for the next three or tour 
years-that this araa would perbaps 
btl one ot the toremost are"" In India 
in regard to production of food. A&ai.n 
this qllestion wa. dilicussCd here in 
this howe threadbare during tha last 
three Or fOUT days; we take certain 
areas which yield quick results .tor 
the purpose of flogging it. what they 
call ~ ge programmes, select cer-
tain districts not because of any par-
tiality-to any particular province but 
mainly because of the need for obtain-
inR certain results and that is what my 
colleague here said yesterday, the 
Minister of Food and Agriculture. that 
we should flog the areas where irriga-
tion potential is there, where other 
facilities are there so that we may 
increase food production. That does 
not mean that we would neglect areu 
where there Is no inigation potential: 
we win have to find water. Somebody 
.aid about M.P. In tact Gnd and th" 
States Reorganisation CommblJSion 
created State.. whiCh admini9tratively 
it Ii verv difficult: It has ~ nec ed 

~e in areas as States where pocket" 
of arid area.. are considerable. One 
colleague ot mine mentioned about 
certain irrigation to be done in ce~ ln 

parts of M.P. I had to tell him; I had 
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some idea of M.P. When I was in 
charge of Bhilai; I used to go out with 
an old Irishman, an engineer and in 
that, arw. he used to say: ,YOU can go 
2000 feet deep but there is no water 
and the only way in which you can 
get water is to have it stored I that 
will go for even three years if need 
be. That jj; why in Bhiiai we have 
reservoirs. not one but three reser-
voirs to supplement them even If 
there :8 failure of rains tor three years 
so that that does not make the steel 
pl'lllts to become idle. I agree that it 
is a very unfortunate po,ition and ad_ 
ministration has to be careful. The 
same t!>in, was said about Rajastban. 
Rajasthan is a desert. But it is quite 
possible in tbe course of the next few 
years, Rajasthan canal may change 
some parts of it; I am not at fault 
about it; I wanted Rajasthan canal to 
be started, that organisation, .. quick_ 
ly a. possible but varioUi legislative 
and other bottlenecks are there. When 
Rajasthan canal takes shape, h~n 

Ghaggar water comes to certain parts 
of Rajaathan, when ChambaJ project 
is completed and if it is pOl.lble and 
it we can bring Narmada water to the 
frlngel of Raja.than, we may have a 
circle of green belt round the desert. 
In between that deaert cannot be 
changed; the green belt might come. 
These are the thing. which could be 
done. 

Sir, the prc>bleml in a country Ilke 
this are so big and you cannot ask thia 
poor finance commission to take up tbe 
work of the administration of the 
St ates, to take up the .... rk of the 
Central Government, the work of the 
Planning Commission and make re-
commendatlona that will fill every 
lacuna that we ..... starring In our 
eyes. Whatever remarks the hon. 
Members have made, which are poB-
aible of being Implemented to .ome 
extent, I think we will make a note 
ot them and put before the P1annln, 
Commission. Of ("ourse It Is not neces-
I8ry but we have a saylng In Tamil: 
It I. only the child that ~ i ... Ket. the 
milk. I have no doubt that all then 
dlildren round about In the Stat .. 

~ i 
have lot 10lld volc.s; they cry al1 the 
time. My only trouble is there is nol 
"lIQugh milk to go round. 

I am grota!",j for the various sug-
gestion. that have been made; they 
have been made in all 1I00d intenUena 
to show the defects of our administra. 
tion of our planning and the lacuna 
that has 1I0t to be /llled. I reaJIa. the 
enormity of the task but neverthele .. 
my gratitude is none the ie ... 

SUr! Kashl Ra.,. Gupta: The ques-
tion is, an eminent person, the Chair-
man of the /lnanc. commission in his 
note of minute of dissent, has raised 
two very important points. One Is 
thai the plannin, commission is nol 
constituted accordin, to the Constitu-
tion. The other is about the .ales tax 
of the States. He has pointed out that 
it must be merged Into exclae duty. r 
may point out that in Rajasthan postal 
stampa are ... ked to be charKed by h~ 

sales tax department for tox. That 
need. clarification. 

Shrl T. T. KrtshnamacharI: Thi. is 
what the hon. member hal .ald. An 
arbiter has the value of an arbiter 
and nothing more. 

Mr. o..-tJ'-S ........ : The question 
il: 

Slarl I. P. lJ'otIshl (Sapr): I ha"", 
a small point to raise. 

Mr. DeplltJ'-Stteabr: The queltion 
II: 

'That the Bill further to amend 
the Union Duties of Excise (Dis-
trlbution) Act, 1982, be taken Into 
.consideration. ,. 

The ",Olton "'IU adopted. 

Mr. Depaty..s.-J!.r: We .trall now 
take the Bill clau.. by clause. The 
question is: 

'That Clau.es 1 to 5, the Enactlnl! 
Formula and the Title stand part 
of the Bill." 

T'he motion "'... adopted. 
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Clause. 1 10 5, the Enac:tin.g Formula 
and the Tit!e lDere added to the Bill. 

811rl T. T. J[rIshDamaehari: I move: 

''That the Bill be pUlled." 

Mr. De1'IIty-Speaker: The question 
is: 

'That the Bill be passed." 

Tne motion Wa! adopted. 

Mr. Deputy-Speaker: The question 
is: 

''That the Bill further k. amend 
the Additional Duties of Excise 
(Goods of Special Importance) 
Act, 1957, be taken into eonsidera-
.tion," 

The motion w<u adopted. 

Mr. Deputy-Speaker: We shaU now 
take the Bill clause by clause. Th. 
question is: 

"That Clauses 1 to 3, the Enact-
ing Formula and the Tlile stand 
part of the Bill." 

The motion ID .... adopted. 

Cia .... e. I to 3, tne Enacting Formula 
and the Title were added to the BilL 

8bri T. T. J[rlshnamachari: I move: 

"That the Bill be passed." 

Mr. Deputy -SpeaJr.er: The question 
is: 

"That the Bill be passed." 

The motion w<u adopted. 

Mr. Deputy-Speaker: The question 
is: 

"That the Bill further to amend 
the Estate Duty (Distribution) 

Act, 1962, be taken into considera-
tion." 

The motion w<u adopted. 

Mr. Deputy-Speaker: We shall 
now take the BIlJ cJause-by-clauae. 
The question Is: 

"That Clauses 1 to 3, the Enac:tlng 
Formula and the Title stand part 
of the Bill." 

Tne motion W<u adopted. 

C!ause. 1 to 3, tne Enacting Formula 
and tne Title were added to the Bill. 

Shri T. T. Krfahnamach'rI: I move: 

"That the Bill be passed." 

Mr. Deputy-Speaker: The question 
is: 

"That the Bill be passed." 

Ti,. motion w<u adopted. 

15.12 hrs. 

GOA, DAMAN AND DIU (ABSORB-
ED. EMPLOYEES) BILL 

The Minister of State In the MinIe-
try or llome A1I'aiJ'li and Mlnlster of 
DefenCe Supplies In the MInIst.ry of 
Defence) (8brl Hathl): I beg to 
move: 

"That the Bill to provide for the 
regulation of the conditions 01 ser-
vice of persons absorbed for 
service in connection with the ad-
ministration of the Union territory 
of Goa, Daman and Diu and for 
matters connected therewith, be 
taken into consideration." 

This is a small BilJ with five Clauses, 
but il is an important Bill-important 
from the point of view of integrating 
the services of persons who were, and 
are even now, sening in connection 
with the administration of Goa. Dam.aIl 




