
IMmIo^imiK 8 i »
A  point to be noticed is also this. 

What arc tbs subjects that would go 
to the Delhi Development Authority? 
The Joint Committee has also added 
water supply; there is also electricity, 
sewage disposal, provision of recrea
tion grounds, prescribing the set-back 
tines and streets. There is bound 
to be conflict from that point of view 
between the Corporation and the 
Development Authority and also in 
the matter of administration, in the 
matter of execution, at every stage. 
I doubt when the correspondence 
between the two and the co-ordina
tion between the two will finish and 
when the real work will be started. 
I repeat that from our experience of 
the Bombay Municipal Corporation, 
we have found that it is no use hav
ing two Authorities. You create 
conflict and you create so much of 
over-lapping and so much of friction 
The work will not be done. There
fore. the amendment suggested by 
my hon. friend Shri Braj Raj Singh 
that the Authority should be termi
nated within five years, is good But 
I say you terminate it as soon as 
they formulated the plan and devise 
the zone« and hand over everything 
to the Corporation and finish this 
Delhi Development Authority at the 
earliest possible moment.

Shri Braj Baj Singh: May I have
one minute, Sir?

lfr . Deputy-Speaker: Let it go
through. The question is;

"That the Bill, as amended be
passed.”

The motion was adopted

$ 05*

UNION DUTIES OF EXCISE (DIS
TRIBUTION) BILL AND

ESTATE DUTY AND TAX ON RAIL
WAY PASSENGER FARES 

(DISTRIBUTION) BILL
The Minister of Flnsnce (Shri I . T. 

Krishna in arhirt): Mr. Deputy-Speak
er, Sir, may I move the two Bills 
together?

Mir. Dep«ty-8peaker: Yes. Both are 
to be discussed together, 1 suppose.

Shri T. T KrWhnamachari: They
are related and may be 
together.

Mr. Depaty-Speaker: He may move
it and I will put it to the House*

Shri T. T. Krfshnamackari: Mr.
Deputy-Speaker: I beg to move:

‘That the Bill to provide for 
the distribution of a part of the 
net proceeds of certain Union 
duties of excise among the States, 
be taken into consideration.”

I also move:
‘That the Bill to provide for 

the distribution of the net pro
ceeds of the estate duty and the 
tax of railway passenger fares 
among the States, be taken into 
consideration.**
Shri Naushlr Hharacfca (East Khan-

desh): May I know on a preliminary
issue with regard to the Union Duties 
of Excise (Distribution) Bill, why is 
it that the recommendation of the 
President is not attached with (he 
Bill?

8hri T. T. K itehauaadiui: I re
member having sent it to the 
President.

Mr. Deputy-Speaker: It has been
obtained. It could not be printed 
with the Bill. But, subsequont?> it 
has been added to the Bill.

“The President has. in pursu
ance of clauses ( 1) and (3) of 
article 117 and clause (i) of arti
cle 274 -of the Constitution of 
India, recommended to Lok Sabha 
the introduction and considera
tion of the Bill.”
Shri Naoshir Bharacha: It was not

communicated.
Shri Ranc< (Buldana): It has been

circulated.

Shri Naoshir B hsracti: It has
not been circulated. At least,.! have 
not got it.

Shri T. T. K iM a u ttd n ii I am
sorry. Actually I do recollect hav
ing sent the Bill to the President for
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I Mr. Deputy-Speaker] 
authorisation. I am very sorry if 
we have failed to circulate it.

The first Bill seeks to implement the 
recommendations of the Second Fin
ance Commission. But, before I pro
ceed to 'explain the contents of the 
Bill, the House would, perhaps, like 
to have a short account of the over
all recommendations of the Commis
sion.

The House will recall that on the 
14th of last month, I placed on the 
Table a copy of the report of the 
Commission and a memorandum 
explaining the action proposed to be 
taken on the recommendations of the 
Commission. The Commission’s 
recommendations fall into two cate
gories. The first involves the sharing 
of revenues under income-tax. and 
Union duties of excise between the 
Centre and the States which is also 
one of the methods of sharing reve
nues. The subsequent distribution 
of the share of revenues assigned to 
the States among them is a matter 
with which the Union is not directly 
concerned. The second category 
involves the distribution amongst the 
States of the revenues under certain 
heads which for purposes of con
venience and for securing uniformity 
of taxation, are levied and collected 
by the Centre, but the entire pro
ceeds. except the negligible amount 
attributable to Union territories, are 
assigned to the States and distributed 
ofnongst them in accordance with the 
princWe* to be formulated by the 
law of Parliament. In this category, 
the Centre is not financially concern
ed and the distribution among the 
States is a matter entirely between 
the States.

I shall first deal with the category 
of recommendation In whieh the 
Centre is directly interacted. The 
Commission have increased the share 
of income tax assigned to the States 
from 55 per cent that was obtaining 
hitherto, to 60 per cent. They have

also recommended grants in aid to 
eleven out of the 14 States of the 
Union involving an annual payment 
of the order of Rs. 40 crores against 
grants of the order of Rs. 16 crortst 
that was made to them in the past. 
These recommendations have to be 
Implemented by Presidential Order 
and this Order is being issued Sepa
rately.

The Commission have also recom
mended that the existing arrange
ment under which 40 per cent of the 
net proceeds of the excise duties on 
matches, tobacco and vegetable pro
ducts are distributed amongst the 
States be replaced by an arrangement 
under which 25 per cent of the net 
proceeds of the duties on these three 
commodities as well as on sugar, tea. 
coffee, paper and vegetable non
assent ial oils be distributed amongst 
the States. Although the percentage 
share of the States has been reduced, 
the increase in the number of duties 
to be shared has resulted in the devo
lution of a larger sum of revenue to 
the States. At the existing level of 
taxation. I reckon that the additional 
sum transferred to the States by this 
method will be of the order of 
Rs 7 crores. The States' share is 
now distributed amongst them in the 
ratio of the population The Finance 
Commission have subsequently adher
ed to the same basis Under their 
recommendation. 90 per cent will be 
distributed on the basis of population 
with certain minor adjustments made 
out of the balance of 10 per cent. 
The Bill which T am proposing to the 
House for its acceptance seeks to 
implement the recommendations in 
this behalf.

The second category o f recom
mendations deal with the distribution 
among the State of net proceeds of 
the estate duty on property other 
then agricultural land and the recent
ly imposed tax on railway passenger 
fares. A Bill embodying the princi
ples of distribution recommended by
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the Commission and accepted by the 
Government is on the Order Paper 
today, which as I said, I have moved 
today, and I shall briefly explain 
the provisions of that Bill also.

As I have mentioned earlier, Gov
ernment have accepted the recom
mendations of the Commission in 
regard to the transfer of these 
resources.

There is one aspect of their recom
mendation m respect of the debts due 
by the States to the Centre on which 
1 think further consideration will be 
both necessary and desirable. This 
relates to consolidation of all exist
ing loan liabilities of States Govern
ments into two loans, one repayable 
at the expiry of 15 years, and the 
other repayable at the expiry of 30 
years from the 1st April, 1957 It 
will bo n<-ce-sary to examine this 
proposal in greater detail The pro
posal might have considerable reac
tions on the Centre's financial posi
tion during the next 15 to 30 years 
It might seriously jeopardise the 
Centre’s ability to finance the States 
in respect of capital needs during the 
Immediate future and materially 
affect the course of the Second Plan, 
and perhaps the Third Plan as 
well.

There is also the special problem of 
settling the terms of repayment of 
the loans given to the States against 
their collections of small savings 
which have, as the House knows, a 
shorter maturity. I propose to go 
into the whole matter fully in the 
coming months, and I expect to be 
able to place before Parliament Gov
ernment's final proposals in regard 
to this aspect of the recommendations 
of the Finance Commission during the 
Budget Session.

I know that there is a feeling in 
certain quarters that the recommend* 
ation* of. the Commission hive not 
done adequate justice to one State 
or to the other. In dealing with a 
matter like this, we have, I venture 
to think, to look at the picture as

a whole, and not consider individual 
recommendations. I am sure that a 
perusal of the Commission’s report 
would convince all reasonable people 
of the pains that the Commission 
have taken to make on an objective 
assessment of the needs of the States 
and the Centre, and m distributing 
the shares of the Central revenues 
and grant-in-aid among the States, to 
hold the scales even between the 
state

Once cither the Central Govern
ment or Parliament starts modifying 
the basic recommendations of the 
Commission, there will be no end to 
this process, as there are, in effect,
15 parties involved, apart from Mem
bers of Parliament themselves, name
ly the Centre and 14 States Also, 
the Commission have drawn up their 
scheme of assistance and devolution 
as an integrated scheme, and a modi
fication in one direction might involve 
the recasting of the entire scheme

The House will certainly realise that 
the person that is most affected by 
this transfer of resources from the 
Centre to the States of the order of 
about Rs. 52 crores on an average 
year, and Rs 39 crores during 1957- 
58, happens to be the unfortunate 
person who is the Finance Minister, 
but I felt very strongly that what
ever may be the inconvenience, m a 
matter like this one has to accept the 
recommendations of the Finance 
Commission,—and this is the second 
time we are accepting the recom
mendations of Finance Commission 
in regard to distribution of revenues 
—as it is completely impossible, as 
I have said before, for us in this 
House or even a committee of this 
House to be able to apportion per
centages or even amounts as between 
the various States and to hold the 
scales. It has to be done by an 
outside body with a quasi-judicial 
bent of mind. Therefore, for all 
these reasons Government have 
decided to accept the In
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[Shri T. T. Krishnamachari] 
dealing with the Bills with which the 
House is just now concerned, I would, 
therefore, earnestly request hon. 
Members to bear this fact in mind

I do realise when saying so that 
there is ample scope for difference of 
opinion both in regard to the excise 
duties to be shared and to the per
centages to be allotted to the States, 
but any modification in this Bill, as I 
have said before, would upset the 
scheme of distribution and would 
also give, more or less, the death- 
knell to a convention which we are 
seeking to establish namely accept
ing the recommendations of the Fin
ance Commission in a matter which 
is very delicate and which could not 
be otherwise arranged

I hope the House will accept these 
two Bills without modification

Mr. Deputy-Speaker: Motions
■loved’

‘‘That the Rill to provide for 
the distribution of a part of the 
net proceed1? of certain Union 
duties of excise among the States, 
be taken into con ideration," and

“ That the Bill to provide for 
th» distribution of the net pro
ceeds of the estate duty and the 
tax on railway passenger fares 
among the States, be taken into 
consideration "

Both these motions are before the 
Rouse Because both are connect
ed, I hope the House would like 
*0 have a discussion on both together, 
though the motions would be put 
•eparately subsequently

There are four hours. May I know 
what time we should allot to the 
general discussion’

Shri IUim I Gbwe (Barraekpore) 
Three and half hour*.

Mr. Depaty-Speaker: If that is
the desire, then 8}  hours we can have 
for general discussion.

I am getting some names, but it 
will be realised that there will be 
greater concern that hon. Members 
from different States should be repre
sented. Therefore, the hon. Mem
bers who want to speak and the 
parties also should take into consi
deration that all Members from the 
various parties should not come from 
the same Slate.

Shri Bimtl Ghose: One does not
know who is speaking for other 
parties.

Mr Depaty-Speaker: But if there
is some consultation, that will be 
much better because when I get 
names from various parlies of the 
same States, T shall have to use my 
discretion, and then the parties may 
not fe e l sitisfled That would be 
the difficulty

Shri Pnnnoo^e (Ambalapuasha): Our 
impression was these Bills were going 
to be taken up separately

Mr. Deputy-Speaker: The tiase
allotted was ulso together.

Shri Pnnnoose: We thought one bjr 
one thc> would be taken up

Mr Deputy-Speaker: Discussion
would be together The motions 
would be nut separately, and the 
rliuses would also be taken up sepa
rately That is the usual course that 
we adopt m such circumstances Shri 
Mahanty

Shri Mahanty (Dhenkanal) After 
listening to the initial remarks of the 
hon Finance Minister, I feel rather 
hesitant as to whether I should 
speak

Mr. Depaty-Speaker: Then he
should decide that first!

Shri M tlo iiy :. ■ .because the boo. 
Finance Minister has warned us that 
such people who would not accept 
the basis o f the recommendations of 
the Finance Commission are not rea
sonable. It is nay misfortune Mat,
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19 hn.according to the Finance Minister, I 
have to be in the list of unreasonable 
persona, but according to me, I main
tain that the recommendations of the 
Finance Commission are, to say the 
least, meet unreasonable.

Hitherto 40 per cent, of the Union 
excise duties on matches, tobacco and 
vegetable oil were being distributed 
among the various States. Now, five 
more commodities, viz.. tea, coffee, 
sugar, pepper and vegetable oil pro
ducts, have been included in the list, 
but the distributable percentage has 
been lowered from, 40 to 25 per cent. 
The shares of the States which will 
accrue from this devolution have not 
been quoted in absolute figures in 
this Bill. It has merely been quoted 
in percentages. If the absolute 
figures had been given, we would 
have been in a position to know if 
the individual States are going to 
benefit, and to what extent.

All the States had asked the Finance 
Commission for increasing the number 
of commodities; the excise duties on 
which could be made distributable, 
and m the second place, they had also 
aski-d for a bigger percentage, but the 
Finance Commission ha', only includ
ed five* more items, winch has been 
counterbalanced by reducing the per
centage from 40 to 25-

All these demands of the StaU- Gov
ernment cannot be considered illegi
timate, in view of the fact that in 
1952-53 excise duty was levied only 
on 13 commodities which yielded a 
net cut-turn of Rs B3 04 crores, while 
in 1955-59 the number of com-ir>di- 
ties has risen to 29 and r  yield 
has increased ' 259- 57 'crores.
Therefore, it ui but fit and proper 
that the State Governments should 
demand a bigger share, particularly 
in view of the fact that all the State 
Governments today are committed to 
expanding programmes and increased 
expenditure on account of programmes 
which ensure social justice 
■nd fee socialist pattern of society. 
Therefore, I venture to submit that the

demand of the States for an increased 
percentage of the distributable amount 
of the Union excise duties was quite 
legitimate. It is unfortunate that the 
Finance Commission paid very scant 
attention to this demand of the 
States; the Government also have 
accepted the recommendations of the 
Finance Commission uncritically by 
paying scant attention to that aspect 
of the question. The increase in the 
yield owing to the increased number 
of items on which excise duties are 
levied, will by and large be negatived 
and be neutralised by the decrease In 
the percentage. Therefore, under
developed States and small States like 
Kerala, Assam or my State of Orissa, 
have got every reason to feel dis
appointed over the scheme of devolu
tion which has been presented in this 
BilL

Now, it has to be remembered that 
all the Statej had urged the increase 
of the percentage from 40 to 50. We 
would have liked to know from the 
Finance Minister why this has not 
bi.i*n conceded. Instead of treating 
the subject m a cavalier fashion, he 
should have told us and he should 
have convinced us as to why the 
Finance Commission did not consider 
that matter with the attention that it 
deserved and why Government had 
accepted their recommendations un
critically

I now come to another aspect of 
the question, namely the share of the 
different States in the total distribu
table revenue. Since the first Com
mission, population has remained as 
the sole criterion for distribution of 
share among the States. The present 
scheme of devolution, also has not 
departed from that time-honoured 
principle, from that time-honour- 
red criterion, namely popula
tion. It is really unfortunate that 
the House was not provided with any 
opportunity to have a debate on tha 
Finance Commission's report. Before 
bringing forward this Bill, we should
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[Shri Mahanty]
•t least have been provided with an 
opportunity for a debate on the Finan
ce Commission’s recommendations. 
But now, as time is limited, we can
not go into all the aspects of the 
question. Be that as it may, to hold 
population as the sole criterion for 
distribution of the distributable 
amount of excise duties, is an anti
quated idea

With due respect, I may submit 
that population as the sole determi
nant for determining the percentage 
of devolution is an old antiquated 
Idea and has been rejected in federa
tions like the USA, Canada and 
Australia. Sir, there are States and 
States. There are big States and 
there are small States There are 
agricultural States and there are 
industrial States There are States 
with teeming and huge populations 
like Uttar Pradesh and there are 
States like Assam with very sparse 
population. Therefore, one unit of 
population in Assam cannot be equat
ed with one unit of population m 
Bombay. The reason is very obvious. 
So, to hold population as the sole 
determinant in a matter of this kind, 
is, to say the least, is not only un
scientific but impolitic too

On account of these reasons, natu
rally, there is a great hiatus between 
the economic condition of the people 
in tbe agricultural States and in the 
industrial States. Therefore, we had 
expected that the Finance Commission 
should have taken this fact into 
consideration instead of taking popu
lation as the sole criterion. It is un
fortunate that the Finance Commission 
has consistently refused to substitute 
the old antiquated concept of popula
tion by socialism and the demands of 
social Justice.
'I t  has to be borne in mind today 

that the various State Governments 
have been reduced to the status 06 
bloated district boards. Every day,
th» -Government of India, in this

House and in the other House, have 
been forging new pieces of legislation 
which are absolutely robbing the 
States of all semblance of autonomy 
that was conferred upon them or was 
supposed to have been conferred on 
them.

Pandit fL  C. 8harms (Hapur): The 
hon. Member is a party to all that

Shri Mahanty: I am not complain
ing. This House has the right t o  do 
so. I do not question that right. I 
do n o t  question the T ig h t  of the Gov
ernment of India to reduce the States 
to the position of bloated district 
boards. But, as Gandhi] i h a d  said, 
every right has its accompanying 
duties. My only humble submission 
to Government is that they must 
come forward to fulfil their part of 
the duty. It cannot be just an one
way traffic.

What do we find now’  We find 
that the State Governments are res
trained in various ways in raising 
the it own finances, I can well anti
cipate the answer of the Finance 
Minister. He would come forward 
and say that the State Governments 
had failed to raise the amount which 
was expected of them during the First 
Five Year Plan period. But I main
tain that, if the Union Government 
had not come in the way of the State 
Governments in raising their own 
financial resources, then probably there 
would have been no occasion for this 
submission today in this House.

I shall give one or two instances 
to show how the Union Government 
have come in the way of the State 
Governments raising their own finan
ces. I can only speak in relation to 
my State. You know, Sir, that Orissa 
is a State with rich mineral deposits. 
It is open to the State Government 
to control the rates of royalty over 
its own mining leases, but the State 
Government cannot do that now, 
because the Government o f Indie are 
there, and they have, their own lefts-
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iation regulating the rate of royalty 
on these mining leases. The State 
Government have been complaining 
about this, and, in fact, they had 
complained before the Finance Com
mission that had they been given an 
opportunity to determine their own 
rates of royalty, then probably the 
yield from that Item of revenue would 
have been much more than what they 
are getting now.

Then, take the question of prohibi
tion. I concede the point that prohi
bition is one of the Directive Princi
ples of State Policy in the Constitu
tion, in the same way as the other 
Directive Principles, such as providing 
free primary education, providing
every man with employment and so 
on and so forth. Government have 
not implemented anV of these re
commendations m the Directive prin
ciples of State policy. There is also 
the very salutary principle of the sepa
ration of the executive from the 
judiciary. That also has not been 
heeded to. Yet, because prohibition 
was there in the Directive Principles, 
a certain set of moralists took it into 
their heads that there must be pro
hibition only on paper, even though 
wine and liquour may flow like water 
in the streets, even in cities like 
Bombay. Be that as it may, when 
the States Government of Orissa,
wanted to relax prohibition, 
th<» Government of India, or rather 
not the Government of India but the 
Congress High Command came in
their way, and a directive was issued 
from the Congress High Command, 
saying 'You should not relent pro
hibition, however stupidly it may 
have been functioning in your State'. 
The result is that we have been 
losing to the extent of millions of 
rupees on this account It may be so 
with respect to other States also, but 
I can apeak only for my State. I 
have not got the precise figure in 
regard to my State, and, therefore, I 
would not quote any figure, but it 
must be a few millions of rupees. 
These millions axe not going Into the

Government coffers, as it should have 
been, but it is going to the illicit 
distillers, to the boot-leggers and to 
the most undesirable kind of persons 
who are thriving on prohibition.

Shri Sarendranath Dwtvedy (Ken- 
drapara): Encouragement to village 
industry.

Shri Malumty: if the State Gov
ernments had their own unfetered 
right according to the Constitution to 
raise their own finances, not by 
direct taxation aloife but also by in
direct taxation and by other methods, 
then probably our grievances here 
would not have been of any avail. 
But in the absence of it, when the 
Union Government like an old stupid 
mother-in-law is trying to teach the 
daughter-in-law, is trying to poke 
its nose into the affairs of every 
State at every moment and is trying 
to teach it from morality to politics, 
it is only fit and proper that this 
Government should also undertake 
this responsibility of financing their 
needs fairly and squarely. There can 
be no escape from it.

Mr. Deputy-Speaker: If the mother- 
in-law is behaving like that, then the 
da ugh ter-in-law should be alive to it 
and not strangers. (Interruptions).

Shri Mahanty: I quite concede that 
the Finance Commission was consti
tuted by persons of a quasi-judicial 
frame of mind, as the hon. Finance 
Minister said. I quite concede that 
they were a body of experts. But 
unfortunately the body of experts 
always operate in a vacuum. Once a 
laundress asked the great mathema
tician, Dr. Newton, what was three 
times seven. Dr. Newton calculated 
the sum for five minutes by logarith- 
matics and then gave the answer as 
21.

That is how our experts function. 
An expert is one who thinlm with a 
one-track mind, one who operates 
and thinks in a vacuum. I quite 
concede that they were a body of 
expert*. But they have not talnm
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[Shri Mahanty] 
into consideration the changing times. 
They have not taken into considera-
tion the needs and demands of the 
States. 

The other day, the hon. Finance 
Minister in a speech said that ouT 
First and Second Five Year Plans had 
disappointe~the entire middle class . 
The middle class today feels that it 
has a:ll along been ignored; to them, 
this has been a promise belied. 

Therefore, we h ad expected that the 
Finance Commission would have taken 
into consideration all these factors 
b efore deciding on this scheme of 
devolution. I was submitting a little 
while ago, that population could not 
be taken as a valid criterion for de-
termining the p ercentage of share. 
But so far as the Union Duties of 
Excise (Distribution) Bill is con-
cerned, the Finance Commission has 
taken population as the sole criterion. 
As I was submitting, that cannot be 
the sole criterion . There are other 
important considerations too. In that 
connection, I had stat ed that a unit 
of population in Orissa could not be 
equated with a unit of population in 
Bombay or Punjab. 

I will give certain figures . Expen-
diture on social services in Orissa in 
1955 including education and public 
health and the rest is 3 · 4 whereas in 
Bombay the figure is 7·1. In West 
Bengal, it is 7· 3. While we do not 
gTudge the good fortune of the popu-
lation in Bombay or West Ben gal, 
we certainly resent our misfortune of 
having a per capita expenditure on 
social services of 3· 4. I ask the 
collective conscience of this House, 
the collective organised conscience of 
the Government that is committed t o 
the socialist pattern of society: is it 
socialism ? Twenty years hence, God 
willing, there will be socialism in this 
country when everybody will have 
equal status. But consider what hiatus 
will be there between the average 
111an in Bombay with a per capita ex-

pendituTe on social services of 7· 1 and 
a man in Orissa with a per capita ex-
penditure on social services of 3·4. 
Therefore, the Finance Commission 
should h ave h ad a different concept 
concerning population. 

Mr. Deputy-Speaker: The hon. 
Member's time is up. 

Shri Mahanty: Another five minutes. 
There a r e two Bills. The principles 
of the two Bills are as different as 
cheese is from chalk. I am conclud-
ing m y obseTvations on this Bill. 
Then I will come to the other Bill. 

Mr. Deputy-Speaker: That is all 
right. But the overall limit placed is 
3~ hours and all States would like to 
be r epresented. The hon. Member 
h as already taken 20 minutes . I do 
not want to interrupt him. But he 
could very well realise what others 
would feel. The last speakers are 
alwa:v~ ·· .J::-,~plaining that they have not 
as m ..1ch time as the first speakers. 

Shri Mahanty: I will co-operate 
with you and conclude in five minutes. 

Therefore, I will sum up by only 
citing the points. I had, expected that 
some correctives would have been 
applied in favour of these under-
developed States--which the Bill has 
not. 

The criterion should have been 
not where the duties are raised but 
where they are needed. This would 
have been a correct approach to the 
scheme of distribution . I only submit 
that the Government should bear this 
in mind at least when the question 
of grants-in-aid comes, so that such 
Sta t es would get a greater amount 
on that account from the Government 
of India. 

I have got another question to ask. 
The Finance Minister has said that 
90 p er cent of the distributable re-
venue will be distributed among the 
States on the basis of population and 
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the rest 10 per cent will be reserved 
lor adjustments. We would like to 
have a clear idea of what he means 
by adjustment*. What is the scheme 
of adjustments and how is he going to 
have It?

Now, I come to the Estate Duty and 
Tax on Railway Passenger Fares 
(Distribution) Bill. This is most in- 
equitous in its principles. The cri
terion laid down for fares distribu
tion is the railway route mileage. But 
the fact has to be borne in mind that 
the extent of railway route mileage 
i> merely adventitious; it is merely an 
Oltcident of history that there are 
States like U.P. and West Bengal 
which have got greater route mileage 
than States like Orissa or Kerala.

Shri Shree Narayan Das (Dar- 
bhanga): Accident of geography also.

Shri Mahanty: There arc two
unfortunate States in the Indian 
Union. One is Orissa and the other 
im Kerala which are not hindered by 
any geographical factors but where 
the route mileage is the least in India. 
In Orissa, it is 838 miles and in 
Kerala, it is 467. On that basis, you 
will find that Orissa has been given 
1-78 per cent, and Kerala, 181 per 
cent., whereas UP. has got 18.76 per 
cent, and Bombay 16-28 per ccnt. 
The fact has to be borne in mind that 
these two fortunate States are served 
by a network of railways while we 
are clamouring for new railways. 
The Government say to us, that there 
is no money, no finance , for new 
Railways in our States, but there is 
*0 paucity of funds, for electrification 
•f railways in U P. and Bombay. Con
sider the inequity of this approach. 
State* which are clamouring for rail
ways are told that there is no finance 
and available resources, but resources 
are available tor electrifying the rail
ways in OJ», West Bengal and Bom
bay. I do not grudge them, nor do 
1 envy them, bat this fact bos to be 
borne in mind: i f  you take railway 
ronto mileage ms the basis, how are 
States like « ■ »  going to fare?

I have not much time. So 1 will 
only mention the last point. The Fin
ance Commission has stated in its 
Report that some States have incur
red heavy loans. 1 would like to 
request the hon. Deputy Minister to 
condescend to listen to me instead of . 
indulging in private gossips. I expect 
a reply from him.

Mr. Depaty-Speaker: The hon.
Minister is expected to listen and 
reply . . . Sometimes some Ministers 
are equipped with such sense that 
they can talk and also listen! The 
Finance Commission in its report at 
page 37 have stated that they have 
not considered, the financial condition 
of such States which have incurred 
heavy loans from the Government of 
India. I invite your attention to 
para 95 of their report. They said 
that they would have ordinarily done 
so, meaning thereby making provision 
for payment of interest charges to 
the Union Government The report 
says:

"But this was not necessary 
because we have not included in 
the income available to States the 
receipts from the new tax on rail
way fares which, we expect, will 
meet the interest charges."
I will conclude by saying that the 

Govemmeni of Orissa had incurred a 
loan of Rs. 7436 6 lakhs between 
J5-8-1947 and 31-3-1957. The Bom
bay Government had incurred a loan 
of only Rs. 5950-31 lakhs. Therefore; 
the interest charges devolving on 
Orisaa are much higher than that of 
Bombay. The Finance Commission 
had recommended that they were 
making no specific provision for that 
because they considered that the 
additional revenue that would accrue 
to the States on account of this share 
would go to meet such charge*. I 
would only expect from the hon. 
Minister of Finance in the course of 
bis reply, if he condescends to do to, 
to say how then Bombay could be 
entitled to a bigger share than that 
of Orissa.
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Mr. Depstr>Byt>k«r: Mr. Punnooee.
Shri Punnoost: Sir, I must express 

myself strongly against these two 
Bills.

Hr. Deputy-Speaker; I looked this 
side first; nobody stood up. When I 
have called him, 1 find hon. Members 
getting up. I have called him 
already.

Sbri PanaooR: I must express
myself strongly against these two 
Bills coming out of the recommend* 
ations ot the Finance Commission. 
When the recommendations of the 
First Finance Commission were dis-, 
cussed in this House, so many com
plaints wore voiced from all the sides 
of the House that the smaller States 
were left in the lurch, that the States 
with the greatest number of prob
lems were not cared for, and so on. 
It was hoped that the Second Finance 
Commission would do justice. But 
the recommendations of the Second 
Commission did not by and large take 
into consideration the needs and 
requirements of the States, their 
peculiar financial position and their 
problems.

With regard to Union Excise Duties, 
they have increased it from three 
commodities to eight commodities. 
But a majority of the States wanted 
almost all the commodities to be 
brought under i t  It was fair too on 
the part of the States. While increas
ing the number from 3 to 8, they have 
reduced the percentage ot the divi
sible pool from 40 to 25. I do not 
know why!

It would appear that the whole con
cept of our finance is undergoing a 
change The Original idea was that 
India had to function a* a Federation 
but in recent times, the trend, as has 
been mentioned, h u  developed by 
which the various States have become 
glorified municipalise*. The Finance 
Ministers o f the Centre dole out 
sMMthing to the States and ask them

to function. I oppose this very 
approach. If we have to function 
effectively as a democracy, there 
should be more and more power and 
financial strength behind the various 
States. It is the State Governments 
that very often come directly in con
tact with the people and look after 
their needs. The tendency to cen
tralise everything is growing every 
day and the Centre is giving reluc
tantly small shares to these various 
States.

The various States had after all 
certain financial background. The 
present Kerala State—formerly Tra- 
vaneore-Cochin—had a certain finan
cial background. As early as 1936, 
land revenue formed pan of the re
venue in Tra van core. They had this 
basic tax on land. They had certain 
other items just as tho income-tax or 
customs and transport and other 
things. There is a growing avenue of 
taxation. Such avenues have been 
centralised and the static ones had 
been left to the States with the result 
that the financial position of Kerala 
State has been very weak and 
it could not undertake any develop
mental programme with success. Our 
State and many other backward States 
demand a larger share of the Central 
duties and other benefits for these 
reasons but the Second Finance Com
mission had also not taken these into 
consideration.

One glaring example is their re
commendation with regard to the rail
way passenger fares. They have said 
that it should depend on the route 
mileage Ho>w can it be a justifiable 
criterion? They themselves agree that 
ten States out of 14 have argued that 
population should be the, if not the 
only basis, at least one of principle* 
which should govern the division at 
these fares. I do not say that popu
lation should be the sole criterion as 
has been said by my other frieed; 
it cannot always be the only criterion. 
Nevertheless, it should be one ot tbs 
major considerations because wfe*»
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we visualise a socialist and welfare 
State, we have to think in terms at 
the people and their requirement*. 
But they have completely left out 
population without assigning reason*. 
They say that the length of the rail
way lines in a particular State can 
be the basis. We have got some 
experience___

Shri Daman! (Jalore); How is it 
that the Kerala Government’s Budget 
is a surplus Budget?

Shri Waiter (Trichur): It is an 
honest Budget.

Shri Pbbmuc: I know the difficulty 
with regard to the surplus Budget. 
I 8m prepared to meet that point 
But just now, 1 was talking about 
something else : how the railway lares 
had to be divided. That has nothing 
to do with Kerala Budget or the 
budget ot any particular State.

Mr. Depaty-Speaker: The hon.
Member had said that it is a poor 
State and so it was pointed out that 
it has a surplus budget

Shri Punnooee: It -may tie so, but
there are many difficulties. We are 
never poor, but the only thing is that 
we are faced with financial difficulties 
and a number of other problems. In 
that sense only I said that Kerala 
has got its own difficulties.

With regard to railway lines, when 
we sometimes argue before the Plan
ning Commission that we want some 
industries we are told: “How can you 
have industries when you have no 
railway lines there?” When we say 
that we want railway lines, we are told 
that railway lines are given only to 
feed industries, "you have no indus
tries and therefore no railway lines” . 
Kerala with its 13 million and odd 
population has got only 467 miles of 
railway lines. This is an inequity 
which has been perpetuated, started 
by the British and continued after we 
got our freedom. Several times it has 
been demanded in this House that 
Kerala be given some more railway

lines, but every time that demand has 
been rejected.

And, in 1WJ7 we ore told that 
because we have got a smaller length 
ot railway line we should get a very 
poor share of the railway fares- This 
is unjust, this is something which goes 
against the very interests of our 
people. In the long run, this type of 
policy by the Central Government and 
these recommendations if accepted 
and continued like this by the 
Central Government will go against 
the interests ot the whole of India. 
When there is some parochial tenden
cy, when some people talk about 
North Indian imperialism, people get 
angry about it. People are sometimes 
called mad, but people aje likely to 
go mad if there is not sufficient 
sanity at the Centre to see that there 
is all round development of India, to 
see that smaller units are looked 
after, to see that weaker units are 
looked after and that there is fair
ness and justice.

I, therefore, appeal to the Finance 
Minister, who is likely not to forget 
the problem there in the South, to take 
these things into consideration and to 
give a better deal to the smaller, 
poorer and weaker parts of the coun
try.

Shri VtswaaaQia Reddy (Rajam pet): 
Mr. Deputy-Speaker, Sir, the Finance 
Commission has given due weight to 
the demands of all the State Gov
ernments that the divisible pool of 
various Union taxes should be in
creased on the one hand, and, on the 
other, the method of division of this 
divisible pool should be mainly on the 
basis of the population. I was rather 
disappointed to hear my hon. friend, 
Shri Mahanty say that population 
should not be the basis ot division 
from this divisible base.

8hri Mahanty: I said that it should 
not be the only basis.

Shri Vtnranotha Betty: Your auto
mission was that it should not be even 
the main basis.
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Skit M itu ty : I said that it should
not be the only important basis.

Shri Vtewuutha Beddy: Coming
as he does, from a backward State, 1 
thought a division on the basis of 
population. . . .

Mr. Depaty-Speaker: Is there any 
forward State here? Whoever has 
spoken has stated as coming from a 
backward State.

Shri VlswanaUia Beddy: There are 
Bombay, West Bengal, Uttar Pradesh 
and so on.

Shri T. T. Krishna mainhari: May I 
just intervene, Sir? I was once in a 
conference when they were speaking 
about under-developed countries and 
the representative of the most de
veloped country that is, the United 
Kingdom, said that he came from an 
under-developed country So it 
seems to me to be quite popular for 
everybody to say so.

Shri Pmwoose; Was it the Finance 
Minister who said like that7

Mr. Deputy-Speaker: Particularly,
when finances are to be distributed

Shri Viswaaatha Reddy: I was say
ing under-developed or backward in 
the sense of being industrially under
developed and the per capita income 
being lesser than other States. It is 
well admitted that Onssa and Andhra 
are among the under-dove loped 
States It would be an advantage to 
both the States if this divisible pool is 
to be divided on the basis of popu
lation. The demand of the Orissa 
Government also, as I see from the 
remarks found in the report of thi 
Finance Commission, has been that 
this should be on the basis of popula
tion—00 per cent on the basis of 
population and 10 per cent only on 
certain other criteria

Shri Mahaaty: He is leaving out
the other recommendation that 
weightage should be given to Sche
duled Castes and Scheduled Tribe*.

Mr. Depaty-Speaker: He will come 
to that also.

Patstnger r a m  
(Distribution) Bid

Shri Vtowaaatha Beddy: I th ih l O * 
Scheduled Castes and Scheduled 
Tribes also form. ___

Mr. Depaty-Speaker: The two.
Member may proceed.

Shri Vlswanatha Beddy: I was only 
suggesting that division an the basis 
of population has been a very healthy 
departure in this recommendation of 
the Second Finance Commission from 
that of the First Finance Commission. 
In fact, in one of the pageJT while 
speaking about the division of income 
tax, the Finance Commissioo has 
stated that although they have recom
mended the division of income tax on 
the basis of 90 per cent, on the basis 
of population and 10 per cent other
wise—or, is it 80 per cent and 20 
per cent, I am not quite sure—this Is 
only a temporary arrangement and 
the ideal division should be complete
ly cent per cent on the basis of popu
lation Therefore, the submission 
made by Shn Mahanty on the ex
traneous consideration of area, back
ward class and all those things, have 
been given due consideration by the 
Finance Commission, and they have 
arrived at a very healthy conclusion 
that this divisible pool should be en
tirely on the basis of population.

I should have been very happy if 
all the excise duties And all the taxes 
divisible and accruable to the States 
have all been undertaken on the basis 
of population From a perusal of 
these two Bills I And that in certain 
cases the division has not taken place 
merely on the basis of population. I 
refer, for instance, to the railway 
passenger fares distribution. This 
distribution has taken place on the 
basis of mileage of railways in each 
State, giving certain weightage as 
between the metre gauge and broad 
gauge, and also as between certain 
sectors where the traffic is very 
heavy.

Aa has been submitted by another 
hon. Member, the building of railway 
lines in the past has takan plaoa In 
a vary haphazard manner, th e 
clamour has been that more new rail
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way* have to be constructed in several 
States. It baa not been possible 
because o f lack ot resources and lack 
ot foreign exchange with the Gov
ernment That being so, the division 
of this revoiue accruable on the basis 
o t imposition of additional surcharge 
on railway travel should be on the 
basis of the mileage is a principle 
which is very difficult tq understand. 
This also ought to have been merely 
on the basis of population.

Now, I have to make one submis
sion with regard to the distribution 
of Estate Duty. As regards agricul
tural property there is no Estate 
Duty. With regard to other immov
able property, from that divisible 
pool the accrual of the division 
to the States should be on 
the basis of the location of this 
immovable property. As we have
noticed in certain metropolitan cities 
like Bombay, Calcutta and, probably, 
even Madras, large properties are 
located because of historical reasons, 
because of certain conveniences like 
ports, railway facilities, banking faci
lities, and so on. These cities have 
improved because of the location of 
big industries on account of these 
conveniences and facilities provided 
in these cities. The duty collected 
from this property is to go only to 
these three States, because it is 
purely on the basis of the location of 
the property.

With regard to movable property 
the division is to take place on the 
basis of population. Now, why should 
it not have been possible for the 
Finance Commission lo consider that 
immovable property also should be 
put on the same basis, and the duty 
amount accrued from the collection 
of the estate duty be divided merely 
on th<* basis of population? That is 
a point which 1 was not able to 
understand.

With reference to duties on excise, 
it has been said already that without 
exception all the State Governments

demanded more than 40 per cent, as 
a divisible pool of this excise duty. 
Instead of acceding to their request, 
the Finance Commission has only 
increased the number of items from 
which the divisible pool is to be 
collected, and reduced the percentage 
of the divisible pool that is accruable 
to the -State Government*.

Now, as has been pointed out by 
Shri Mahanty, the items on which 
excise duty is to be leviable were 
increased from a mere nine to nearly 
29 items this year. And the duty 
collected is also of the order of 
Rs. 259 crores. Out of this Rs. 259 
crores, the devolution to the States is 
only of about Rs. 7 crores. This is an 
injustice which I cannot comprehend. 
The Finance Commission, although it 
has given due consideration for all 
the demands of the State Govern
ments, has been able to reconcile 
their mind to such a very meagre 
allotment from this excise duty. 
That is a matter which should care
fully be considered by this House. I 
would very strongly urge that the 
percentage should be increased for 
the purpose of creating this divisible 
pool of excise duties.

The hon. Finance Minister, white 
moving the**; two Bills, has said that 
it is very difficult to disturb any of 
these recommendations of the Financa 
Commission, because they are all 
inter-related; that either we accept 
them in toio or we do not accept 
them at all. He said that if you try 
to disturb them then wc shall be up 
against very great difficulties. 1 
quite see the point. However, this 
deficiency in the matter of distribu
tion of the excise duties might per
haps be made up with the increase 
of amounts in the grants-in-aid that 
arc to be provided throu^i another 
Bill about which a reference has been 
made by the Finance Minister. I hope 
he would very sympathetically con
sider it.
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Shit T. T. l iW r n in d w ii i  Actu
ally if the hon. Member think* 
that we have to increase the percen
tage of distribution. then the 
Rs. 39' 25 crores which is given to 
various States as grants-in-aid has 
to be cut down. As a matter of fact, 
Bombay, Uttar Pradesh and even 
Madras would welcome it.

Shri Viswanaths Reddy: We are
not bound to cut it down. We can 
keep this distribution as it is and 
increase the grants-in-aid.

Shri T. T. Krtshnamachari: Where 
is the money then?

Shri Viswanatha Reddy: That is
a different thing. I am only suggest
ing that the grants-in-aid should be 
increased.

Mr. Deputy-Speaker: It is for the 
Finance Minister to find out the 
money. It is for the Members to sug
gest the solution.

Shri Vtswonatha Reddy: While
speaking about these excise duties, I 
would like to make another submis
sion. The collection of all these duties 
is done by the Central Government. 
Ttie States are also to some extent 
beneficiaries of this collection. At no 
stage do wc sec that the States are 
associated even in the matter of col. 
lection. It is quite possible that excise 
duties are not collected so rigorously 
unless the States are also associated 
with it  I do not know how I could 
suggest it and in what manner it 
would be possible to associate the 
administration of the State Govern
ments also in the matter at collection 
ot these excise duties. But I 
think it would be in the inter
acts of the State Governments to see 
that there ia no laxity in the collection 
of these duties, because they are the 
beneficiaries. Therefore, increasing 
association of the State administra
tion in the matter o f collection at ex
cises would be a very healthy thing 
to  d a  I hope some formula would be 
found to see that such association Is 
obtained.

In conclusion, I might say that al
though there are a number ot States 
which are backward—in the sense that 
industrially they are backward—the 
Finance Commission has done its job 
pretty well, and it has been able to 
get the appreciation of all i i State 
Governments. After all, th ■ had to 
determine certain fundamental prin
ciples applicable to the whole o f 
India. It is quite possible that some 
State, in the course of this determina
tion of principles, or the wishes ot 
certain States, might have been ignor
ed. Even so, on the whole, the recom
mendations ot the Finance Commis
sion in respect of this distribution ot 
various sources of revenue have been 
very fair. I have no hesitation in sub
mitting that the House would readily 
appreciate the provisions contained 
in these two Bills and extend its 
whole-hearted support to the two 
Bills

Shri Bimal Ghose: I agree with my 
hon. friend Shn Mahanty that it 
would have been of advantage if we 
had a discussion on the report of the 
Finance Commission as a whole 
These two Bills merely give effect to 
the recommendations of the Finance 
Commission in their entirety and I 
can see the justification of the obser
vation made by the Finance Minister 
that if these recommedations were to 
be interfered with, it might open the 
floodgates of confusion and contro
versy, and it would be difficult to 
arrive at a bails of distribution. 
Nevertheless, certain observations 
may be made on the distributions 
recommended by the Finance Com
mission, with a view particularly to 
the fact that these observations have 
a bearing on a suggestion that I 
should like to make to the Finance 
Minister.

If you examine the recommandationa 
of the Finance Commission, you will 
And that there is no serious prin
ciple involved in that* racwnwwnda- 
tUni. And even If there la a oartain 
principle. It has boon contradicted
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In the various recommendations. For 
example, if you take the basis of 
population and the argument advanc
ed in favour of population for dis
tribution of income-tax, certain 
States had argued that it should be 
the basis of collection, particularly, 
Bombay and West Bengal. 1 am not 
speaking in favour of my particular 
State. 1 should like to tell my friend 
Shri Punnooae that if there is a State 
which has very difficult and varied 
problems, it is West Bengal—much 
more than even Kerala. But that is a 
problem apart

1 am saying that if you take the 
basis suggested by the Finance Com
mission, namely, population, for dis
tribution of income-tax on the ground 
that even business profits accrue from 
sales made in various States all over 
the country and that therefore col
lection should not be the real basis, 
then, when you come to the distri
bution of estate duty, it is said that 
property, where it is located, should 
be the basis for immovable property.
I might argue that property is bought 
by money made out of the business 
profits which accrue from sales all 
over the country. Therefore, if you 
take that into consideration, if popu
lation was a right basis for income- 
tax distribution, then on that 
ground, population should also 
have been the right basis for distri
bution in regard to estate duty. The 
Question, when you examine this dis
tribution, is this. The Finance Com
mission were not concerned really 
with the number of excise duties 
that were to be distributed or the 
percentage as such. They appear to 
me to have proceeded in this fashion 
that a certain total had to be distri
buted. They had come to the con
clusion, let us say, that Rs. 100 crores 
will be the amount that would be 
necessary to be distributed to the 
different States. Then they proceed. 
*d to find out as to how much of that 
amount could be raised from income- 
tax, how much from excises, how

much from other divisible profits or 
grants-in-aid, and so on.

What is the justification of extend
ing it from 3 to 8, when you take the 
excise duties- What is the justifica
tion of leaving out cloth which ac
counts for the largest amount of ex
cise duty? The Finance Commission 
might have said that let one duty be 
distributed, namely, cotton cloth and 
only 40 per cent of that, because that 
would have yielded about Rs. 28 
crores. What the Finance Commis
sion have done is this. The distri
butable pool of excise duty on the 
basis of collections for 1957-58 would 
have been about Rs. 24 crores. On 
their revised allocation, it will be 
about Rs. 29 crores. The excess 
would be Rs. 5 crores. I do not think 
it will be Rs. 7 crores, as the Finance 
Minister suggested. They wanted it 
should be only of the order of Rs. 30 
crores. They could have as well 
raised the 40 to about 50 and not 
widened the range of excise duties. 
Thai would have also given the 
same figure. So, there is no sanctity 
or valid reason for widening the 
the excise duties. By widening, 
the Finance Commission is not go
ing to give a very large amount to 
be distributed to the States. They 
are only concerned with raising a 
certain total amount which they had 
thought would be necessary for dis
tribution to the States.

Now, that brings us really to the 
crux of the problem as to the work 
of the Finance Commission, a diffi
culty which they themselves have 
experienced. Uy friend Mr. Mahanty 
and many other friends have refer
red to the difficulties of the States, 
particularly of the States which are 
under-developed. But that problem 
is being taken into account by the 
Planning Commission. The Planning 
Commission is distributing funds or 
making commitments on behalf ot 
the Central Government for loam 
and grants for raising the standards



12 DECEMBER 1M? of K x c if (Dittrtsbutbm) m g0 
Sill and Estate Duty 
and Tax on Railway 

Paaamgtr Fares 
(Distribution) Bill

5087 Union Duties

[Shri Bim&l Ghase] 
of the backward States. The Finance 
Commission again comes Into the 
picture partially with the same 
object in view, because if there is 
any State which is in a bad position, 
they examine it only from the reve
nue point of view. They try to find 
out how much money should be 
given.

Therefore, they made certain obser
vations which are very relevant. They 
said that some anomalies inevitably 
arise. Hie two Commissions—the 
Planning Commission and the Finance 
Commission—overlap. The Com
mission says:

‘I t  will be an advantage in 
future if the period covered by 
the recommendations of the Fin
ance Commission coincides with 
that of the Five Year Plan. Fur
ther, it is desirable to eliminate 
the necessity of making two 
Separate assessments of the needs 
of the States.”

They go on further and observe that:
"The scope of the work of the 

Finance Commission in assessing 
the needs of the States 
has become restricted as a 
result of the setting up of the 
Planning Commission. For all 
these reasons, it is for considera
tion whether the tune is not ripe 
for a review of the Constitutional 
provisions dealing with the finan
cial relations between the Union 
and the States.”
The fact of the matter is that once 

the needs of the States have been as
sessed by the Planning Commission, 
it becomes anomalous if another 
Commisakm comes along later on just 
to do the same work. Therefore, I 
should like to ask the Finance Minis
ter as to whether the Government 
are considering the necessity or the 
desirability of promoting legislation 
for altering the Constitutional pro
visions relating to the establishment

and functioning at the Finance Com
mission.

There has been a very material 
change between the period in which 
the two Commissions worked, name
ly, the 1952 Commission and the 1987 
Commission. When the 1952 Comaais* 
sion was appointed, the Planning 
Commission had not yet started 
functioning. Now that the Planning 
Commission has started functioning, 
the work of the Finance Commission 
has really in a very large measure be
come redundant I believe a solution 
of this kind may be considered by the 
Government. There is first the Plan
ning Commission which will certainly 
take into account the needs of the 
various States. But in addition to the 
Planning Commission, if you want to 
have anything, we might try to borrow 
the example of Australia, where only 
the claimant States apply for special 
assistance. The Planning Commission 
will have first seen that the standards 
are brought up to a certain common 
level as much as possible. But 
even thereafter, if there are certain 
States which feel that they are back
ward compared to other States, there 
may be provision for claiming special 
assistance for which a Commission 
should be set up.

Further, since we have not had a 
discussion on the Finance Commis
sion, I might also put it for the Fin
ance Minister’s consideration that it 
is much desirable to have some or
ganisation or body reviewing the ne
cessities of the States all through 
this period of five years and not have 
a body only periodically at the end of 
five years. Both the Commissions have 
recommended the setting up of a 
nucleus body. Probably nothin# has 
been done so far in that regard mad 
the body that was set up has probab
ly been absorbed tn the Finance 
Ministry. Hie point whether It win 
be desirable to set up a separate body 
to do the work ot the Finance Com
mission and to collect tbe material*
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that they require or whether the 
Finance Commission should be con
tinued should be considered by the 
Government

Finally, I would like to know 
what the Finance Minister thinks 
about the effects of the recommenda
tions of the Finance Commission that 
Ha. 40 crores more will have to be 
distributed this year. This is going to 
wipe out the surplus which the Fin
ance Minister had anticipated.

I should like also to know whether 
he feels that he did the right thing 
in promoting the legislation for the 
Bailway Passenger Fares without 
awaiting the report of the Finance 
Commission, because the Finance
Commission was taking into considera
tion the needs of the States and they 
have recommended a larger alloca
tion. These amounts will have to be 
given to the States and in addition, 
the Finance Minister has given them 
another avenue of obtaining funds 
and that is through the Railway Pas
senger Fares Act. To that extent,
it would reduce the resources of the 
Central Government, because the
railways could have augmented their 
revenues by raising fares but that 
source is now allocated to the States. 
So, 1 think it would have been desir
able to have awaited the recommen
dations of the Finance Commission 
before the Finance Minister had pro
moted that Bill. 1 would like to know 
as to whether he feels that it would 
be necessary to reconsider the amounts 
that he had promised he would make 
available to the States after the 
Finance Commission has made its re
commendations. Now that the Finance 
Commission is making more funds

available, I would like to know whe
ther he feels that the commftments 
that he had made to the States need 
any revision, because the Finance 
Commission had stated that it bad 
taken all these facts into considera
tion. How it will affect the Union 
revenues is a matter which should 
also be considered. Everybody is 
interested in the States, but what are 
you going to do about the Union re
venues? We find that for the finan
ces of the Plan, our resources are 
becoming less and more and more 
amounts are being asked for by the 
States, who do not raise sufficient 
resources with a view to implement 
their own Plan and undertake larger 
expenditures on non-development 
work. What is the remedy for that? 
How is the Finance Minister’s mind 
working on that? Has he any solution 
that he can put forward to cope with 
this situation?
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The Lok Sabha then adjourned till 
Eleven of the Clock on Friday, the 
13th December. 1957.




