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"31-The table belocw summarises our r=o s

/ .
-/ ingros

“re 1957-58  IusS-9 [9ig-de aec-.l o ooi2 Tom
Andhra Pradesh 1-00 ERY) LT o
Assam 375 3°73 373 bos ELA
Bihar 350 3750 1057 L . TG D
Kl 173 £-75 [ 73 {ors 575
Meadhya Pradesh 3-00 3400 3Co 3z T i3
Mysore 5-00 A+Q0 600 630 &0 1300
Orissa 325 3-25 325 3-50 3430 15-79
Punjab 225 225 a-25 225 22 Iy
Rajasthan 250 250 2:350 250 250 12-50
West Bengal . 3-25 3°23 3725 475 4.75 1525
Jammu and Kashmir 3-00 300 3-co 3-00 3-00 15-CcO

Total . 36-25 36

-25 36-25 39-50 3950 187-75

132. Since our scheme of devolution involves substantial transfer

of resources for implementing the revenue portion of the plan, which:
for most States is reflected in the grants-in-aid recommended for

them, we considered whether we should make any part of the i

grants-in-aid conditional on such implementation. We would have

liked fo do so, if the assistance provided under our scheme had
represented the major part of the expenditure. Under our scheme,
the States will be receiving a little less than a third of the outlay
and a little over a third will come by way of specific assistance from
the Union under the plan; for the balance they will have to raise
their own resources. We have, therefore, decided not to impose any
condition on the grants-in-ajd recommended by us.

XTI Distribution of Estate Duty

133. Under article 269 of the Constitution, astate duty on property
other than agricultural land is to be levied and collected by the
Union, but the net proceeds, except the proceeds attributable to
Union territories, have to be assigned to the States and distributed
among them in accordance with the principles forrnulated by law of:
Pariiamaent,

134. Estate duty was first levied in this country in 1953 and the
total collections upfo 31st March 1957 have , amounted te about
Rs. 4% crores. Pending Parliamentary legislation, the net proceeds
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settled between the State and the Union Governments, will be
permanently stationed in the Naga hills at the cost of the State
Government. Assam will be unable to meet this additional expendi-
ture and ad hoc assistance should be given to it by the Union.

For Bihar, we recommend a grant-in-aid of Rs. 3'5 crores a year,
to be raised to Rs. 4:25 crores in each of the last two years for the
reason mentioned in the case of a similar increase recommended for
Assam. 'The grani-in-a‘d to Bihar is intended wholly to enable it
to meet its comimitments under the five year plan.

Tor Kerala, we recommend a grant-in-aid of Rs. 1-75 crores a year.
This will assist the State to implement the five year plan.

For Madhya Pradesh, we recommend a grant-in-aid of Rs. 3 crores
a year. This will assist the State to implement its development plan.

Mysore has been materially affected by reorganisation, and is in
need of special assistance for meeting both its ordinary and plan
deficits. We recommend a grant-in-aid of Rs. § crores a year for this
State.

For Orissa, we recommend a grant-in-aid of Rs. 3'25 crores a year,
to be raised to Rs. 3-5 crores in each of the last two years for the
reason explained in the case of a similar increase recommended Jor
Assam and Bihar. Orissa is in need of assistance both for its basic
requirements and for implementing the five year plan.

For Punjab, we recommend &a grant-in-aid of Rs. 2:-25 crores a
year. This State has special problems as a border State, with the
scars of partition not wholly healed.

For Rajasthan, we recommend a grant-in-aid of Rs. 2'5 crores a
-year, mainly to enable it to implement its five year plan.

West Bengal is still in a difficult position; its economy and its
administration are being strained by the influx of refugees from East
Pakistan and it needs substantial assistance. We recommend a
grant-in-aid of Rs. 325 crores a year. West Bengal’s revenue in the
tast two yvears would be seriously dislocated by the disappearance of
the grant-in-a’d under article 273. The grant-in-aid recommended
sor that State should be raised to Rs. 4'75 crores in each of these two
vears.

~ For Jammu and Kashmir, we recommend a grant-in-aid of Rs. 3
.crores a vear., For some time to come, the State is likely to need
.nesistance. bi-h for its ordinary requirements and for its development,
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have been provisionaily distributed among the States in the same
ratio as the States’ share of the divisible pool of income tax.

135, A variety of suggestions wers” made by the States in regard
to the prineiples of distrihution Andhra Prodesh, Bihar, Kerala,
Punjab and Uttar Pradest proposed popuiation as & suitable basls,
Mysore suggested that 90 per cent should be atlocated on the basis
of population and 10 per cent on the basis of collection; Madhya
Pradesh, hali by population and Lalf in proportion to the population
of scheduled castes and scheduled tribes; and Orissa, 20 per cent on
e basis of area and the balance on the basis of population with a
weightage {for scheduled castes, scheduled tribes and  backward
classes. Assam wanted the portion aitributable to immovable pro-
perly to be distributed by location and the balance on the principles
adopted for the distribution of income tax, while Madras tuvoured
distribution in the same proportion as income tax. West Bengal was
for distribution on the basis of attributability and Bombay, o the
basis of collection. Rajasthan propased that 80 per ceni should be
distributed on the basis of population and 10 per cent on the basis
of backwardness and revenue needs, the balance of 10 per cent being
reserved for border States. Jammu and Kashmir wanted the distri-
bution to be half on the basis of population and half on the basis of
area.

136. Estate duty being a tax on property, the basis of location
would be the most appropriate principle of distribution. It is, how-
ever, not possible to apply this principle in the case of the part relat-
ing to movable property, which may be included in an estate, and in
respect of it some general principle of distribution such as population

e inescapable.

i37. We, therefore, recommend: —

(1) 1 =t eul of the net roceeds of the duty in any financial
P y ;
vear, a sum equal to one per cent be retained by the
Union as preeceds attributable to Un'on terrifories;

7y the ba'ance be spportenedsi et frarogvabis property
anc of 2ar property in the ro.dc o 2008 walhi o al
cuch properies bronght mio ssses mes in e

(1. sun thus epport oned to immovable pro erty be distri-
¥l :

1o ed among “he States in proportion fe the gross value of

¢ ieowmavs 0 reperty located in gach Siaie:
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(4) the sum apportioned to property other than immevable
property be distributed among the States in proportion to
their population. The percentage share of each State will

| - be as follows:—-

State Percentage
Andhra Pradesh . . 8-76
Assam . . . . 253

- Bihar . . . . 10-86
Bombay . o I13-52

Kerala . . 379
Madhya Pradesh . . 7°30
Madras . N . 8-_40
Mysore . 543
Orissa . 410
Punjab . 4-52
Rajasthan . 447
Uttar Pradesh 17-7%
West Bengal 7737
Jammu & Kashmir . 1-24

138, We also recommend that the principles of distribution sug-
gested above take effect from the financial year 1957-58. In respect
of the preceding period, their application will be difficult owing to
reorganigation of the States and will require laborious calculations.
As the total amount involved is not considerable, we recommend
that the distribution already made be legally ratified.

XIV. Union Loans to States

139. The next question to be considered is the modification, if any,'
in the rates of interest and the terms of repayment of the loans made
to the various States by the Government of India between -15th
August 1947 and 31st March 1956. )

140. In recent years there has been a phenomenal growth in the
number and amount of the loans given by the Government of India
to the States. On 15th August 1947, the total debt of the Previncial
Governments to the Centre was only Rs. 43-97 crores. Between that
date and 31st March 1951, the number of loans had risen by about
220 and the outstanding amount had gome up to Rs. 195-41 crores.
During the period of the first five year plan, namely, from 1st April
1951 to 31st March 1956, the number of outstanding loans rose by
about 2570, the total outstanding debt on the latter date being



