XIX. Conclusion

199. The scheme of devolution recommended by us is an integrated
scheme. It takes intc account the needs of the States with dye regard
to the ability of the Union, with its immense responsibilities parti-
cularly for defence and national development, to transfer resoufces
to the States. It maintains g balance between devolution by trans-
fer cf shares of taxes and devolution by fixed grants-in-aid. We
would like to emphasize that any modification of individual recom-
mendations will upset this balance.

200. We recommend that the decisions taken by the Government
of India on this report be given effect to from 1st April 1957 and all
bayments made on the basis of the interim report submitted by us
be readjusted against the final payments. This will be without

prejudice to the settlemen: of past arrears, if any.

201. Our scheme provides for a devolution of about Rs. 140 crores
4 year against an average sum of Rs. 93 crores received by the States
under the last Commission’s recommendations in the five years end-
ing 31st March 1957 The table below summarises what each State
may expect to receive under our recommendations taken together in
2ach of the five years beginning on 1st April 1957. The figures showf,
against shares of taxes are only estimates and indicate the order of
the sums to be received; the actuals will vary from year to year.

(Rupees in crores)

‘L
A 1}
Grant
Grant under
State Shares under  substantive Total
of article portion of
taxes 273% article
275(1 |
Andhra Pradesh . . . . &-s0 .. 4-00 1250
Assam . . . . . . 2-75 045 4-05 725
Bihar . . . . ; . "10700 043 3-80 14-23
Bombay . . . . . . 14-75 .. . 1475
Kerala 3-75 175 5-50
Madhya Pradesh . . . . 700 .. 300 10:00
Madras 5-25 8-2s
f
Mysore . . . . . . 550 .. 6-ao I1.50
Orissa . . . . . . 400 0-0g 37 7l
Punjab 4725 2 firc

Rajasthan . . . . . . 4-23 .. oo
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wainder, if any, of the net proceeds be

dis-ributad as follows:

Ardhra Pradesh
Assam

Bihar

Bombay

Kerala

Madhya Pradesi
Madras
Mysore .
Orissa

Punjab
Rajasthan
Utrar Pradesh
West Bengal .

Percentagu

7-31

273

. 1004

. . . 1752
315

. . 716
774

. . 513
320

371

. . 4-32
1718

8-31

YIIT. (a) Out of the net proceeds in each financial year of the
tax on railway fares a sum equal 1o 1 (one-quarter) ‘per
cent be retained by the Union as proceeds attributable to
Union territories; and

(b,

the balance of the net proceeds of the tax on railway fares
be distributed among the States as follows:

State

Andhra Pradesh
Assam
Bihar

" Bombay

Kerala

Madhva Pradesh
Madras .
Mysore

Orissa

Punjab
Rajasthan

Uttar Pradesh
West Bengal

Percentage

8-86
2471
9-39
1628
1-81
3:31
. . 6-46
. . . . 4-45
178
. . 811
677
i8-76
. . . . . 6-31
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275085
Littar Pradesh . . . . . 16r2s . .- 16°25
West Bengal . . . . . 950 291 387 1426
Jamunu and Kashmit . . . . 1023 . 3+00 4725

0000 1-88* 3758 139-43

*This is ar average for five years of payments wihich will actually be made to the
States in the three years ending 31st March 1960, Grants—in—aid under article 273 cease
on the cxpiry of ten years frem the commencement of the Constitution.

NOTE 1.—Assam will receive, in addition, a grant-in-gid of Re. 4o lakhs under clause (a)
of the second proviso to article 275(1 L

NoOTE 2.—Under Section 74 of the Srates Reorgauisaticn Act, the States of Bombay,
Kerala, Madras and Mysore are entitled to receive during the three years ending
315t March 1960 the sums by which a prescribed perceotage of their share of
divisible Central taxes may fall short of the average of the revenue gap grants
guaranteed to the former Pari B States of Saurashtra, Travancore-Cochin and
Mysore, now merged in them, On the estimate of divisible Central taxes adopted
by us, the sums due to Kerala and Madras will be marginal while Bombay and
Mysore may receive sums of the order of Rs. 34 crores and Rs. 1 crore
cespectively for all the three years.

202. The increased devolution - just mentioned is not the only
source of additional income for the States. During this period the
States will receive their share of the new Centrally levied tax under
article 269, namely, the tax on railway fares. These receipts, which
do not form part of the revenue devolved by us, are likely to be of
the order of Rs. 15 crores in a full year; a state-wise detailed analysis,
on the basis of the distribution recommended by us, is given in the
table below:

(Rupees in lakhs)

. Share of

State tax on
railway

fares

Andhra Pradesh . . - : i3
Assatn - > ~ v . . 4C
Bihar N N . . -36
Bombay . . . . . . . 241
Kerala . . . . . . - 27
Madhya Pradesh . . . . . 123

Madras . . . . . - . 56
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(Rupees in lakhs)

Sihare of
1ax on
State rallway
fares
Mysore . . . . . . . 66
Orissa . . . . . . . 26
Punjab . . . . . . . 120
Rajasthan . . . . . . . 100
Uttar Pradesh . . . . * 278
West Bengal . . . . . 94
Total - . . . . . 1481

203. We cannot over-emphasise the paramount importance of
States balancing their revenue budgets. We have framed our scheme
of devolution so as to enable them to doc so. With a massive develop-
ment plan under implementation, there is a grave risk of the budget-
ary deficits of the States endangering the country’s economy by add-
ing to the inflationary potential. Now that all expenditure creating
permanent assets are being treated as capital outlay, deficits on cur-
rent account covered by borrowing result in an unfair shifting by the
present generation of its burden to future generations. Development
expenditure should, therefore, be adjusted to the available resources
and States should not run into a revenue deficit even for meeting
such expenditure. We earnestly irust that they will bear this in
mind in shaping their financial policies,
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