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Y V1L Recommendations

¢

198, Qur recommendations to the 'resident arve sel oul helow:—-

1T Mnder article 270 of the Constitution--

(a1}

the percentage of the wet proceeds in any financial
year of tazes on income other than agricuitural in-
come, except wn so far as those procecds represent
proceeds atinibutable to Union territories or to taxes
payable w respect of Uniou emnluments, to be assign-
2d to the States be 60 (sixty),

the percentage of the net procecds of taxes on meome
which shall be deemed to represent proceeds attribut-
able 1o Union territories he 1 {(one); and

{c} the percentage of the met proceeds assigned to the
States be distiibuted amoug those Siates a» folowsi—
State Perceniag:

Andhra Pradesh ) . . . Keia

AsaIm - . . . Z 44

Riha . . . . G4

Bombay . . . . . : 15797

Kuerala . . . . . : . 3414

Madhya Pradesh : . . . 72

Madras . . . A 40

Mysore . v ol

rissa . . _ . ¥ 1y

Ponpab . . . 4. 84

Rajasthan . . . ; . . . 4109

{Uitar Pradesh . . . . . 1636

West Bengal - . . . . B . JLeRae 2

Jammu and Kashmir . . . . T
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Revenue, which is mainly concerned with the collection of revenue
at the point of production, is not in a positioh to maintain statistios

of consumption. If this is correct, we suggest that other arrange- =

ments be made through agencies like the National Sample Survey
for the collection of these statistics. If the ordinary rounds of the
National Sample Survey are not adequate, special enquiries may
be instituted for this purpose, preferably with a sample design based
-on multiple stratification according to regional variations in con-
‘sumption as well as variations between rurai and urban areas. We
also noticed that reliable figures of collection of sales taxes on indi-
-vidual commodities were not available in many States. We sugpest
that State Governments should be invited to take necessary steps to
have this information collected in future. The importance of having
reliable statistics of consumption and of collection of sales tax by
commodities has now been underlined by the proposal to levy an
additional excise duty on certain commodities in replacement of sales
taxes on them. We trust that urgent attention will be paid to both
these matters,

196. Our predecessors had recommended the establishment of a
cell in the President’s Secretariat to collect and maintain up to date
data likely to be of use for future Commissions. We understand that
this was tried and found unsuitiable and that, following the recom-
mendation of the Taxation Enquiry Commission, this cell has since
been merged in the Finance Ministry. We, however, consider it
-essential that a nucleus staff with experience of the Work of the
Finance Commission should be retained within the Finance Ministry
and made available to future Commissions., We also suggest that
arrangements be made by the Finance Ministry for the necessary
.statistical and other research work likely to be of assistance to them.

197. Finally, we would like to draw attention to certain constitu-
tional implications of the changing pattern of financial relations
between the Union and the States. Among the shared taxes, income-
tax is losing its dominant position. The amount of excise revenue
given to the States by the first Finance Commission was about one-
third of the amount devolved through share of income tax, Accord-
ing to our recommendations, the proportion will rise tc nearly one-
half and it seems inevitable that it will continue 10 rise still Juvthe
"The change is even more striking in respect of granis, Ut prants
given under article 282 are already greater than the grants—in-éid of
revenues given under article 275 1. According to our recommenda-
‘tions, the latter will amount to Rs. 190 crores as againsr Rs, 275
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Andhirs Prodash . . . . . 3R
AR5 . . . . . . . i oaf
Fihar . . . . . 1057
Rombay . . . . . . . A e
Kerala . . . . . . . ERT
Madhya Pradesh . . . . 746
Madras Rt
Mysore . P . B . . g2
rissa . R ' . . . . ’ 4 Add
Purniab . . . . . . 2 59
Raiasthan . . . . . . . 471
{ttar Pradesh ; . . . . 15-94
West Beng . . . . . TG
Famimy andd K ashmir . . . . 375

11, Under articie 273 of the Constitution, the following sums
be prescribed as grants-in-aid of the revenues of the
States of Assam, Bihar, Orissa and West Bengal, in lieu
of assignment of any <hare of the nel proceeds of the
export duty on jute and jute products, in gnch of the three
financiat years beginning on 1st April 1957 -

(Rupees i iakhs

Assarmn . \ . . i
Bihar . . . IR
{irissa . . 180G
West Bengal . 1y OY

IV. Under the substantive portion of article 215(1y of the
Constitution, in each of the five financia) years beginning




on Ist April 1957
charged on the
of the revenues o

i

, the sums shown i
onsolidated Fund of

1 the States mentioned against them:

n the table below be

India as grants-in-aid

(Rupees in Crores)

State . 1957-58  1956-50  [950-60 1060-61 196;-76::
Andhra Pradesh 4700 400 400 4-co 400
-Assam 375 375 375 4-30 4°50
Bihar 350 3°50 350 425 4-25
Kerala 175 1--75 175 175 Y75 &
Madhya Pradesh 3°00 300 300 3-00 300
Mysore ‘ G-oo 6002 600 6-00 6-00
Orissa 325 323 323 3-s50 3-50
Ppnjab 2-25 2-25% 225 225 2-25
Rajasthan 2-50 2-50 2-50 2.50 2-50
West Bengal 3-25 3-25 3-25 475 4'75
Jammu and Kashmir . 3-Co 3-00 3-00 3-00 3-00

36-25 36-25 36-25 39-50 39-50

Total

V(A) With effect from 1st April 1957:

(1) out of the net proceeds in each financial year of estate

duty in respect of property
land, a sum equal to 1 (one)
by the Union as

territories;

{2) the balance of the net

3)

between immovable

the ratio of the

brought into assessment

the sum thus apportioned t
distributed among the Stat
gross value of the immovabl

State; and

gross

other than agricultural
ber cent be
proceeds attributable to Union

retained

proceeds be apportioned

property and other -property in

value of all such Properties

in that year;

¢ immovable Pbroperty be
es in proportion to the

€ property located in each

-
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(#) the sum apportioned 10 property other than immov-

Sl proserty he distithuted among the Stales @

follows: —

Erate Percentage
Andhra Pradesh . . . . . . 376
Assam . i . ' . . . 233
Bihar . . . . . . . 1036
Bombay . . 1352
Kerala . . . . . . . 3-79
Madhya Pradesit . . . . . . 7-30
Madras . . . . . L 342
Mysore 543
Orissa . . . . . . . 410
Punjab 4-52
Kajasthan 447
Tttar Pradesh . . . . . . 1771
West Bengal . . . . . 737
Jarmmu and Kushinir . . . . . o r24

{B} In respect of the period prior to st April 1957, the distri-
bution already made be legallv ratified.

VL In regard to the loans made by the Government of India
to the States between 15th August 1947 and 31st March
1956--

(2) With effect from Ist April 1957, in respect of Joans
m~de to the States for the rehabilitation of displaced
persens and relent by them, the States be allowed to
pay to the Union only the amounts of principal and
interest collected, includ ng arrears, if any;

(hy no modification be made in the rate of irterest or
terms of repayment of intercst-free loans; and

{e} of the remaining loans-—

(1} the balances on 3ist Narch 1957 of all leans carcy-
e interest at three per cent or more per annum

e ——
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and repayable on or after 1st April 1977, be
consolidated into one single loan at 3 (three) per
cent per annum repayable on 3Ist March 1987;

(ii) the balances on 31st March 1957 of all loans carry-
ing interest at 3 (three) per cent or more per
annum and repayable on or before 31st March
1977 be consolidated into one single loan at 3
(three) per cent per annum repayable on 3l1st
March 1972;

(iii) the balances on 31st March 1957 of all loans carry-
ing interest at less than three per cent Pber annum
and repayable on or after 1st April 1977 be conso-
lidated into one single loan at 2} (two and a half)
per cent per annum repayable on 31st March
1987; and

(iv) the balances on 31st March 1957 of all loans carry-
ing interest at less than 3 (thrée) per cenf per
annum repayable on or before 31st March 1977 be
consolidated into one single loan at 2% (two and a
half)  per cent per annum repayable on 31st
March 1972,

VII, Out of the net proceeds of the additional duties of excise
levied in replacement of sales taxes on mill-made textiles,
sugar and tobacco (including manufactured tobaceo)—

(A) If each of the additional duties is o be distributed.

separately— '

(1) a sum equal to 1 (one) per cent of the net proceeds
~of each additional duty be retained by the Union in
respect of Union territories;

(2) a sum equal to 1} (one and one quarter) per cent of
the net proceeds of each additional duty be paid to the
State of Jammu and Kashmir; and

(3) a sum equal to the balance of the net broceeds of .

each additional duty, i.e., after deduction of the sums,

mentioned in sub-paragrephs (1) and {2) above, be

distributed as follows:—

(a) the sums mentioned below representing the
present income of the States on account of sales

-



taxes, by whatever name callec, on the three com-

modities be first paid to them.

Sraie

Andeaog Vrodesh

Agsam . . . .

Bitax . . . . .
Bumbay . . . . .
Kerala . .

Madhys Prodesh

Mariras . . . . R
Mysore

Oirlsss

Punjab

Rajasthan . .

Utiar Pradesh
West Bengal

Total

(h) The remaining

follows: —

Andhra Pradesh

Assam

Bihar R N

Bombay . . . .
Kersla . . . .

Madbhys Pradesh

Madias . P B
Mysore . . .
LT

{Irisea - .

Pumab

Rajauiban .

Eirtar Pradesh M

West Bepgal

(Rupees b iakhs)

Mill-made Sugar Tohacco
vexiiies

120 40 73
10 i3 30
el 30 20

600 245 115
33 20 37
53 40 3z

168 60 57
48 25 27
50 20 €5
°5 30 30
30 2 i5

J0o 112 63

04 36 40

1976 718 556

sum, if any. be distributed as

Percentages

Mill-mnade  Sugar  ‘Tobacco
textiles

7-38 6465 10°47
272 2+55 2-98
ii-19 330 8-50
16-46 20717 17°41
3-1c 3703 343
6-97 7467 7710
726 7743 9°53
458 513 5-58
332 287 321
556 7-21 436
436 481 359
183-19 15-63 1613
.51 865 7331
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(B) If the total net proceeds of the three additional duties
taken together are to be distr_ibuted—-
(i) A sum equal to 1 (one) per cent of the net proceeds

be retained by the Union in respect of Union terri-
tories;

(ii) a sum equal to 12 (one and one-quarter) per cent of

the net proceeds be paid to the State of Jammu and
+ Kashmir; and

(iii) a sﬁm equal to the balance of the net Pproceeds, i.e.,
after deduction of the sums mentioned in sub-para-
graphs (i) and (ii) above, be distributed as follows: —

(a) the sums mentioned below, representing the
present income of the States on account of sales
taxes, by whatever name called, on the three com-
modities, be first paid to them—

State (Rupces in lakhs)
Andhra Pradesh . . . . . 235

Assam . ‘ 8s

Bihar ' . PO . 130

Bombay . . . . . - . 960

Keralz . . . . 95

Madhya Pradésh . . . . 155

Madras - . . . ', . . - 285

Myosre . . 100

Orissa . . . . - . . . 8s

Punjab . . . . . . 175§

Rajésthan . 90 !
Uttar Pradesh . . 575 .
West Bengal . . . + . " . 280

Total N . . 3250



ander. it any, of the net proceeds b

‘ o IR L DA
Aioriagted as TOUCWS:

T Pereentage
Neraibira rdan’s 7 BL
AL 2073
hliar 1004
Bombay 52
~orala 335
Madin Pradesa “fh
Aadrs . . . . . . . VAN
Mysore . 513
Orissa . . . . . . . 520
Punjab LR
Rayasthan . . . . R . . 4732 !
Uutar Pradesh 17-18
West Bengal . . . . 831

VIIL. (a) Out of the net proceeds in each financial year of the

(b,

tax op rallway fares & sum equal to 3 (one-quarter) per
cent be retained by the Union as procecds attribulable to
Union territories: and

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

Siate Percentage
Andhra Pradesh 386
Assam 2-71
Bihar . . . . . 939
Bombay 16°25
Kerala 1-81
Afadhva Pradesh Srar .
Madras 6-46
AMysore 4+ 45
Onssa 178
Purijab . . . . 8-11
Rajasthan 6-77
Urrar Pradesh . . . . . . TR-76

West Bengal - . . . . & o3k
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XIX. Conclusion

199. The scheme of devolution recommended by us is an integrated
scheme. It takes into account the needs of the States with due 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 a balance between devolution by trans-
fer of shares of taxes and devorution 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
Payments 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. T

201. Our scheme provides for a devolution of about Rs. 140 crores
@ year against an average sum of Rs. 93 croreg received by the States
under the last Cormmission’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
each of the five years beginning on 1st April 1957. The figures shown
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)
N .
Grant *
’ Grant under
State Shares under substantive Total
, of article portion of
taxes 273% article
275(1 |
Andhra Pradesh . . . 8-50 4400 1250
Assam . . . . . . 2975 0-45 4+05 725
Bihar . . . . . . " 1000 0-43 3-80 14-23
Bombay . . . . . . 1475 14-75
Kerala 375 .. 1-75 5750
Madhya tradesh 7 00 3-00 10-00
Madras 8-25 . .. ' 8-25‘
Mysore §-50 " 600 11.50
QOrissa 4-00 009 3. 7-44
Punjab 4-25 25 65
Rajasthan 4-25 50 nes



