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CHAPTER I 

J fll'J"Al>fi11 Cl'O A 1 

AppolntmffiC oJ thf Cmnmiufon. - Th Pr~side?nt is r~ired 
der Article 280(1) of lhe Con tit ulion t () ,;,J t itut.e with· two 
ars from the a,mm nc ment of the Con titu ir:m and lherwter at 
e expiration of every fifth y~ar, or at ~uc.h e~ Ii~r ti e as h~ mrJ 
n ider necessary, a finance Commi .,_ ·,m <:on i·il i ;!. of a Chamnan 
d fou r Membm appointed by him. By an Ordt:: r datP.d the 7.2rld 

ovember 1951, the President consti tu ted a Cor :fr, , :on 'l,~i~b~g ,,, 

e following Mmbers: -

Chairman 

Shri K. C. Neogy. 

Members 

Shri V. P. Menon. 

Shri Justice R. Kausna1ei dra Ra 

Dr. B. K.. Madan. 

. The Chairman and Members or the Commission assumed offi~ OD 
j 

:be 30th November 1951. Shri V. P. Menon resigned his offia: as 
' ember of-the ·Commission on the 18th February 1952 and tie 

. i esident appointed Shri V. L. Mehta in his place. 

: The Chairman and ~km~i-s of the Comirissi~n ~-ne appointed 
or a period of one year ending the 30th Nov"mbe!" 1951. Thjs 
~ riod was subsequently extended by one month. 
·~ 
' 2. Functions o/ the Commimon.-Under Article 280 of the 
:Onstitution the Commission are charged with t~~ ,fo ty or making 
,•ecommendatioos to the President as to-

l •' 

,I 

• (a) the distri~ution between the Union and tr.e States of the 
net" proceeds of t.i~:es -A·hich a~·e to ~. or may ~- di,ided 
between I.hem under the provi~ons or Chapt~r I of Part 

-XU of the Constitution and the nlloc~ lion bcl\\-een lhe 
States of the rtSpective shares of such proceeds; 

(b) the prindples which should $tOVcrn the J?rar:t.s.in--airi ol the 
rev!nues of the Slntes ,,ut of the Con.,olidatl"J Fund of 
India; 

(c) Lhe conliauance or modification of the · terms of any 
\ ment entered into by tilt Government of India wi~ 
0- I 

' I 
'i 
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Government of any State specified in Part B of the First t 
Schedule under clau.._~ (1) of Article 278 or under Article t 
306; and 

(d) any other matter rderrcd to the Commission by the Presi­
dent in the interC?sls of sound finance. 

The pro isions of the? Constitution bearing on the functions of the 
Finance Commission are given in Appendix I. 

3. Under Article '273(3) read with Article 270(4)(b) and the proviso 
to Article 275(2) of the Constitution, after a Finance Commission 
has been oonslituted, the President has to take into _ account the 
recommendations of the Commission before making. an ~ pre~ 
cribing grants-in-aid in accordance with the provisions of those 
articles. A formal request from the President to make recommenda­
tions lo him in regar<:i to these grants was communicated to us on 
the 6th April 1952. The communication is reproduced below: 

"I am directed to state that the President has been pleased to 
decide that the Commission should be formally requested to make 
recommendations to him in regard tc,-

(a) the sums to be prescribed by him as grants-in-aid of the 
revenues of the States of Assam, Bihar. Orissa and West 
Bengal in lieu of assignment of any share of 'the net 
proceeds in each year of the export• duty on jute and jute • 
products lo these Slates in accordance . with the provisions 
of article 173 of ·the Constitution; and 

(b) the States in need of assistance and the sums payable 't() 
such States as grants-in-aid of their r evenues under ~ 
substantive portion of clause (1) of Article 175 of the. 
Constitution. 

I am to convey the decision of the President to the Commission for 
such action as may be necessary." 

4. ~ and ProceduTe.-Under sub-clauses (2) and (4) of Arti­
cle 280 of the Constitution, the qualifications which ~ be requi­
site for-appointment as Members of the Commission and the manner 
in which they i;hall be sclcctl•d ha\'C tu ·bl' dl•ki-minc:!d by Parlia­
ment by law and 1.h,~ Commission shall have such powers in the 
pl'rformance of their functions HS Paa·liam~nt may by.Jal!' .confer oi1 
them. 'Die Finance Commissiun (Miscellaneous Pivvsions) Act, 
1!151. emc:ted in accvrdanc,~ with these provisions, is reproduced i\~ 
Af,1k•ndix II. 

• 5,. Tht· Conslilulion aulhoriscs .the Commission to de\ermine thei" 
pr~lltt. while lhct Finance Commi~ion (M~cellaneoas Provisi~ 
·Act. 1951., ha:i conferred on· the Comm\ssion. all the powrs of a Civil 

:~ ~ ~IIDder lhc Code -o( Clvil Procedure, 1908. The Commi.ssicn 
·wt . . = •·· . . • ' 
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• non to furnish informa-tiave also been empowered to require any pe C . . 

tion on such points or matters -, in the opinion of the ommt~sion, 
1..._ f 1 f lnnt to any matter under the cons1dera-

may I.JI! use u or, or re ' ed th Commission 
tion of the Commission. 'ffle powers ronferr on e . 

t t . d ta'l . C!~ 8 of the Act mentioned earlier. are Se OU 1D e I 10 =...,u 
6. The Commission pl1!9Cl'.ihed their own rules of proceldure u~ddee~ 

the powers vested in them. Among other things, these ru es provi . 

th t th C . . hall .1.......:.1-. from ti.me to time whether their a e omm1SS1on s llll!ICUC 

meetings with representatiws of State G_ovemme~ts or members of 
the public should be held in public or pnvate ses5_10T:'· We felt that, 
in the earlier stages of the worldng of the Comm1ss10n, at any rate, 
no rigid formality should be introduced into the procedur~ and that 
it would facilitate a full and frank discussion if the mcetmgs were, 
as far as possible held in private session. In the lat ter view the 
Chief Ministers of the Stat.e Governments, whom we generally con­
sulted at the outset of our divussions in the respective States, also 
concurred. Our discussions with :Ministers and other representatives 
-of State and Central Govemml!nts were, therefore, held in private 
session. The discussions with certain Chambers of Commerce in 
Calcutta and Bombay were held in public. 

7. Provisional Recommndatiou..-At a very early st.age of our 
work we had to consider the question of making provisional recom­
mendations to the President in respect of matte.rs in which, after 
the appointment of a Finance Commission, the Constitution requires 
him to take into account their recommendations before making an 
Order. Pending our final remmmendations we proposed that in 
order to avoid dislocation to the &nances of the States which were 
~ceiving a share of income-tax or grants under one or other of the 
provisions of the Coru.titutiun the position as existing in 1951-52 
should be maintained for the yen- 1952-53 also. We added the con• 
dition that any decisions takm on our final recommendations should 
be given effect to from the :,ear 1952-53. We also recommended 
that the grants made to some of. the States specified in Part A• of 
the First Schedule to the Constitution, in which certain territories 
of former Indian States have been merged, ori the same basis as 
some States specified in Part B• of the First Schedule receive grants 
under sub-clause (l )(b) of Article ?18 of the Constitution mieht also 
be con~nued during 1952-53. subject to the condition that th~y were 

. to be treated as provisional and readjusted in the lil,{ht of any deci­
sions that might be taken cm our final recommendations in regard 
to financial a~istance to these Statu Our report, dated the 16th 
Decem~r 1951, containing these recommendatior.s is given in 
Appendix III. These l'eCIDllllneDdatiom were accepted by the Presi­
dent and the formal Order giving effect td them. where necessary, 
was made by him on the 19th April 1952. . . . 

• Herein 1\{tor rorern>J '° &s fan A• p~ B Sla'-.1 r;.~~;1,. 
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~ Method 0! Enq11i'11.- As part of tht' pn!.lhrdnarJ work In con­
~ with lh<? appointment of tht> Commlllton the Mlnl1try of 
Fnt.ance addre~ the Govemmt'nt11 of lht! Part A Slew on the 22nd 
September 1951 ~qu~tinl( lhem to prt'p11~ their cw for 1ubmh1111ion 
to the Commission on the v,irlou!I m11tters to .,. fflnlidettd by them. 
ARrr: \he Commission had b~en t'on11tlluted ~ lldd~d • 1imllar 
enqmry to the Governments of the Part B Slain on l~ 14th Deeem­
bs- 195J. At a later sta,ce, we invited the TieWS o( the State Gov-
6 &Deuls on the subject or sharing Union eu:llel between \he 
C.mtff and the Stales ahd the distribution of the States' 1han among 
them. 

9. On lhe lPth February 1952 we issued a Press Note inviting 
SUf&'blions of the public in regard to the distribution of the net 
p'l"OCftds of income-tax between the Union and the States and the 
allocation or the States' share among them and the principles which 
sbould govern the grants-in-aid of the revenues of the St.ates out o! 
the Consolidated Fund o! India. We requested the State Govern­
ments to assist us by giving the widest publicity to this note. We 
also circulated copies of the note to the editors of important finan­
cial and commercial journals, Chambers of Commerce, University 
Departments of Economics and a number of .individuals who, in our 
view. could help us with their suggestions. The general communi­
cations addressed to the States and the Press Note issued are re­
produced in Appendix IV. We also giv~ in Appendix V a list of 
the supplementary points on which we asked for information ·trom 
the State Governments. 

10. We received from the State Governments detailed memoranda 
giving lbe information called for and setting out their views on the 
various matters to be considered by us. These memoranda were of 
great assistance to us and we were also rudily furnished with 
whatever supplementary information we requil'l!d. We received 
from certain Chambers of Commerce and a number of individuals 
memoranda giving their views, which we have carefu,lly studied and 
t.akm into account. 

lL We had occasion to avail freely or the facilities in the libraries 
of the Delhi University, the Indian Council of World Affairs, the 
Fl!de!ation of Indian Chambers of Commerce and Industry and ~ 
Information Offices of some of the foreign Embassies in New Delhi_ 
We desire to record our sense of appreciation for this help. We 
also had to obtain information from a number of firms and indivi­
duals and their ready response facilitated our task. 

12. Visits to State,.-We visited all the sixt.eea States between 
: April 1952 and Sept.ember 1952 and had discuauls with the State-

Goftmments and their senior officers. We invariably met lhe Chief 
• Kinisteri and the Finance Ministers, while in a number of States .,, ,. , 

I 
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we hJ1d the opportautJ r,f ~ng oth,rr Ml.nistP.n a:; w1?JI. We met 
th~ F"ln•nc,., ~lop. .. ent and '>tMT ~CT1!Ulrf~ and S'!nior l.>fflcen 
in charge of ••rloul ~"- Th'! diKusioru; -:,ith the St.lie 
Governmf!nl~ ~ J~y on W. ~Ii f'J f the ~mw.anda subariU~ • 
by them. 'nlele had ~ ..tt-1ntac, of @nablinlJ u-; to a~~ 
their problems a Dftda rMtt vt?ldi-y than wa:; pouibl~ frf'Jffl a 
formal documenl &aw of as aJIO Viii~ a ft!W "~ulf!d"' and 
border areas in Clt1"tain st.ae,., aod l'.ff'raJ tmtitutions oonoected 
with dl'velopment and W'd!ar, ,rr,rlt. We woald like to 0lace on 
record our dee-p lli!:IIR of obligation to ~ St.ate G1'vl!rr.tnents ;ind 

their officers (or tbe rady aai.1tance given to us in carrymg i,trt oar 
work and tor the pmwp•+w with which ow- r~tz for in!orm> 
lion were mcl The data of our mef!ting:s with ti'~ Sta~ Vl71?.rt>­
ments are gjv~ in Appendix Vl 

13. We held two public sittings. or,,e in Calcr;.~ta o:; tr,~ lltb M,dy 
1952 when we met the r!pffSellt.itives o-f :.he ~ C':--a:nbcr of 
Commerce and Industry, th! Bharat C'nami::,,.?: of Cor::::"le-:,;e. the 
Eastern Chamber ol C.0a:tml!:J ce and the Be:ng.sl l'fata-.d C~ of 
Commerce, and the other in Bomba-, on the 6tt j u-.~ · 95z -;.-hen -~ 
met the representatives• of Llie Indian M~!.s' Ola..~r. The 
representatives of the Bihar Chamber of CmTr."'rt:e met us i.:1 r~w 
Delhi while the rep~tatives of the Ra~ C".n.;am.ber of Coa!­
merce and the Jaipur Olm1beT of Commerc~ aud le ·"'.St:, r:-.e-t 
us in Jaipur. 

14.. During the course of our visits to the States we had i.mor-.....al 
discussions with the Commissioners of Jao:,me-Ta:t c:onanied. We 
also met the Acmuntants General of the State., whio.c the Com~ 
troller and Auditor Gen!nl bad very ki.Dcily asud to assist as. 

15. Di.scu.ssioa atJI Cntnz1 Mmu:r-.a..--On our relU:'tl an.er 
completing our Yi.sits to t!I! States we h.d discusswns with thr 
Secretaries and a!Dior officeR al the Central Mm.istr.es of Fir.a:re. 
Home Affairs, Edlratioa. Sbtes. Commerce and Indumy, Rebabilft> 
tion, Food and Agriculture. ~. Tnmport. Wons.. ~ md 
Supply and Natural Bemwca and Sc:ientik Res9rdL We ~ bai 
a general discussion with the Union Finance M.i.nis:er. Our thanks 
are due to the~ Krnist-.r and 1hr offitt.'"S d ~ Central 
Ministries for tllle nady wkta"'IC'e giftD to us. 

16. Inadeq,Mq o/ dla.-Whil~ lhe C.enu-al atid State Gown,. 
ments made a ... deal ol material anib.ble to us. we consider 
it our duty to 1tir111 tut 'ft felt ~bat bandu~apped by the 
lack or inadeqac, or lldal and l&ali.$Ual data in reca.rd to ~rum 
matters. This relaW ia particular to naliomt income, the ~ 
ture- and in,cfrl n of tu:atioa.--Cnatral Sbte ud Loc:u-tbe 
standards and ,wtw.Ri\y of mal •mces in the vuiom 5'•­
the distributioll of ._, a:wbihty in t'ttWD ~res betWtta ~ 
.Stat~s anJ local bodies IDd 91) OIL w~ ruliw th.ll this lS only part 
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of the fl!Dl!l'l problem of the wan\ of adequate economic and, ftom­
cia.1 data in. this (.'()untry and \hat in \he case of the more backward 
of the farmer Indian Stales staUs\\cs regarding lhe pllt IIIIJ be 
almos\ impolsible to obtain at lhe present stage. I.Aw-, we ue 
makin& .,._ recommendations in regard to the coU~on ~f eumnt 
data to be made available to the Finance Comml!siCJns m future. 
ID \his l'Clllll@Ction we would recall the suggestions made by the 
:Elcpert Committee on the Financial Provisions of the Union Comtitlr 
tion that Goftrnmenl should make necessary arrangements without 
delay for the collection of certain essential data and statistics. 

17. Scmle special problems of Part B States.-We sbaald like, 
al this stage. lo mention an important point which aro&e in our 
discumam with the Part B ·states. It was represented by same of 
them that 'ft should enquire into their grievances in reprd to the 
federal financ:ial integration agreements entered into with them by 
the Central Government. We carefully considered this poiP.t and 
came to tbe conclusion that it would not be appropriate for the 
Comrnissim to deal with the agreements at this stage. Under Arti- • 
cles 278 and 306 of the Constitution, the President is empowered to 
terminate or modify these agreements only after the ei:pitation of 
five J'llfS from the commencement of the ConstitutimL Even if 
we were to make any recommendations affecting • the apeements 
now, tbe President would not be in a position till then to take 
action on the recommendations. Furthe't', we feel that for the pur­
pose of the proviso to clause (2) of Article 2'18 of tbe Comtitution 
any ~ of the working of these agreements cm be usefully 
undertaken only after they have been in operation for a reasonable 
period cf ttme. 

18. The agreements with four of the Part B States viz., Saurash­
tra. Madhya Bharat, Raiasthan and Patiala and East Punjab States 
Union contain a special provision which is reproduced below:-

"Tbere is need for assistance to the Slate in connection with 
the internal integration of its administration and senices 
and particularly in relation to ils development in dillerent 
dittctions, having regard lo the fact that the State is 
backward in several respects as compared with Part A 
Stat.es. The Government of India will• UDClutake a 
sydematic enquiry into tbls problem wi\h a 'win to ren­
daing flnanclal and technical auiatance at the earliest 
apportunity. It will not be enough if as a n:sult of federal 
linancial integration the State ii treated in the mauer of 
crants and Qlhtr forms of auistance ln euctly lbe wne 
••y as Part A States." 

1 
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Our allenlion w• dmm to this ;rovision by the aboYe menti= >; • I' 
States. One of them, ruimrly, SaUTashtra, expressed th~ fear k the 
unless this Cuu1111-m had the nettSSarJ power and u.ndertoo .... ..-· .: • 
responsibility far this enquiry, a.oy r~endati~ . that I.UC'! . . 

might make in reprd to th.at State on the btl.!1S ol_ p~nctples ap~li-
cable to Part A and other Part B States might pre1ud1ce the special 
enquiry on whim the State Government relied for financial and 
technical assistna! to remedy the State's backward condition. Y,e 
explained to h .....-ntatives of the State Gove~t. during 
our preliminary discu.sions with them, that the CoJJJmjssion bad a 
duty cast upon them by the President to determine which of the 
States were in need of assistance and make recommendations to him 
in regard to the sums to be given as grants-in-aid to such States, 
and that in a Jug the needs of the State we would take into 
account the special problems of Saarashtra including thme created 
by the formation of the Saurashtra Union and the subsequent 
federal financial integration. This did not, however, seem to satisfy 
the State Govemment, and the Chief Minister addressed a letter 
on the subject to the Chairman. which is reproduced in Appendix VII. 
We would invite special attention to paragraphs 2. 3 and 5 of that 
letter. The State Government have expressed the vi-..ew that it would 
be against the interests of the State t9 enter in to a discuss.ion of 
their needs with the Commission unless the enquiry contemplated 
by the agreement was CCJ!lceded. Merely because of lhe caveat 
entered by the State, we could not reirain from enquiring into its 
needs as we had to discharge the duty placed upon us by the Presi-
dent to make rmimmendations to him in regard to all States in 
need of assistance. We have, therefore, enquired into the needs 
of Saurash'tra, as of all the other States, by standards and criteN 
which we have applied without discrimination. 

19. Commissioa's approach to the problem.-It will be convenient 
if, before dealing with the individual matters in regard t~ which we 
have to make recommeradations. we set out briefly our approach to 
the problem of adjustments between Central and State reven\h 
The States laid before us an impressive case for increased assistance 
to meet their growing needs and our discussions with the State 
Governments baw left m in no doubt about the imperative need for 
a substantial augmentation of the revenues now availa~e to them. 
We had, however, to take into account not merely the needs of the 
States but the ability of the Centre as well to assist the States by 
the transfer of a luaer portion of its revenues. lt is unnecessary 
for us to el'lpbasv that th, prosperity of l~ States must rest on 
the solid foundation of D 1-ea.-onably strong anJ financially stabl 
Centre. Nor need lhe po;nt be laboured that while the States ha e 
large and expading responsibilities for the welfa,~ and d l ft 

ment of the peaple the capacity of the Centre to make ad;;0;L 
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lNUut~ available is conditioned both by the ~ of revenue it 
• • can raise and by its own essential needs, which, in the ultimate 

analysis, are the needs of the country as a whole. 

20. The Ian of assisian<'e which we have draw up envisages 
a sub.;t;inltal transfl'r of H'sourres from the Centr to the Slaies. 
Ve have u~ed the methods both of dev l lion of re en .and gr'"anl.s­

in-ai 1 e relied ~ubsta :tially on the devolution of re enue for 
securing lh1s transfer. In doing we beHevc we are meeting the 
general desire of the S lales themselv~s. The method bas also the 
"d ·:int;,~c nf link i g the r ... -cnu the St;:ilcs dir:ec~ly with tho 
o lhe Ccnlle. !>O thal bol , a1e in whaL ver ast1C1t}' he revenue 
t:,at •s d1vid€d between them possesses. ln oux proposals for the 
ci~,-0Jut1on of revenue " c have widened the field of division by 
rc.:-c,,m n'.:hng lhe div1sio o a few excises in addition increasing 
<•>mt>,' hat the Slates' sh;ue in th e di.v isible pool of income-tax. An 
inCI"aSe in tbe number 0£ divisible t~1xes also makes it possible to 
ch rei-sify Lhe basis oi d is tribution and achieve a balanced scheme 
which ,,-ou d benefi t all the Sta tes . We have recommended general 
gr-ants-m-ai-d to such of the States to whom our scbeme for the 
devclution oi revenue does not provide adequate resources. We 
have also recommended grants-in-aid to some of the less developed 
States to enable them to make some progress in one of the important 
social saJVices of national interest. 

~l. We would like to emphasise that our scheme should be 
considered as an integrated whole. Any modifications in the indivi­
dual recoD)mendations would affect the balance of the scheme and 
we have _no doubt that this will be porne in mind iD tuing action 
on our recommendations. • 

22.. In drawing up the scheme of assistance we haft Ir.pt three 
main considerations in view. Firstly, the additional transfer of 
resources from the Centre must be such as the Cen~ could -bear 
without undue strain on its resou1·ces, taking into account its respon­
sibility 1or such vital matters as the defence of the country and 
the stability of its economy. Secondly, the principles for the distri­
bution of revenues between the States and the determination of 
grants-in-aid must be uniformly applied to all the States. Lastly, 
the scheme of di5tribution should attempt to lessen the inequalities 
between States . 

. 7.3. Doring the course of dis.:ussions a number of State Govern­
~ts drew our attention to the finance required far meeting expen­
diture on capital schemes. We are primarily conceraecl with the 

!dil;trihution of revenues between the Centre and the States and the 
determination of gran~in-aid of the revenues of the States, which 
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haft to come from Central revenues. The capital needs both of 
the Centre 1111d the States have to be met largely from borrowed 
funds and no devolution of revehue or granls-in-aid which we could 
.suggest would, in present circumstances, bf? able lo satisfy such ' 
needs. We are, therefore, making no recommendations in regard to 
grants for meeting the capital requirements of the States. 

24. Senne special point& made by State!.-Some of the State Gov­
-ernments also mentioned lo us certain handicaps in expanding their 
revenue under which they laboured as a result of Central policy. 
Some of them pointed out that under the Central Mining Rules the 
royalty whic:b they could obtain on minerals exploited in their terri­
tories was reduced and thereby, to some extent, they suff~ a loss 
-of revenue. ~ Government of Assam complain~ against the high 
price fixed far petrol in the State, although the State was the only 
producer of motor spiri1y and they contended that th.is high price 
reduced the margin available to them for the levy of sales taxes 
-on this commodity. The Governments of Orissa and Madhya Pradesh 
stated that the prices paid to them in the pa...c:t for the rice supplied 
by them to the deficit States was much lower than the competitive 
price that could have been obtained and that to the e.nent. to which 
this reduced the income of the .people of the State it restricted the 
ta.""'Cable capacity available to the State Government. The Govem­
me.rt of Travmcore-Cochin complained that they were not receiving 
a fair price for the monazile sands supplied by µiem. We have 
.brougat some of these complaints lo the notice of the Central 
Ministi'.aes.. We do not make any recommendations on these isolated 
matters as they do not fall within lhe general scope of our work. 

25. Sdl£JM of ihe·Repon.-The scheme of the Report may now 
-be briefly mdicated. In Chapter Il w_e give an account of ~ evolu­
tion of fioa:orial relations between the Centre and the uni~ outlining 
the changes in the constitutional basis of these relations from time to 
:time as well as the discussions which preceded them. In tbe third 
chapter we attempt an analysis of the significant trends in Central 
and State finaDC'Pi, including outstanding changes in the c:omposi- • 
tion of the reven~ and expenditure from one period to another. 
Thereafter, we deal in separatr chapters with lhe specific matters 
on which we make recommendations. Thus in Chapter IV we deal 
with the question of the distribution and allocation of income-tax, and 
jn the &fth chapter with the division of Union excises which we also 
recommend. Chapter VI treats of grants-in-aid in lieu of the jute-­
export duty which form a category of grants-in-aid by themwlves. 
In Cbapler VU we go on lo formulate a { ew princip'" which should 
govem grants-in-aid of the reftllues of States before selling out in 
Chapter Vlll. our own proposals for grants-in-aid_ Chapter IX gives 
.a summary of our recommendatjons and in the fin3I chapter we 



~ 
! 
• 

1 
j 

I 
t 
•• 

1 
I 
' : 

} 

}--. , 

10 : 11 . 
make ~ sua~slions for the setting up of •machineiy for the· 
collection and collation of material for the use of the FiDance Com-­
m h;sion in future. The appendices reproduce certain communica­
tions and gift subsidiary information and statistical tables of Jn-­
ten5t, bearing on our work. 

216.. .-uceUn.eous.-Throughout this report references to Part A 
States are to the States incJuding the "merged areas" and references. 
t.o the Part B States should be read as excluding the State of Jammu, 
and JCashrni-r. 
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CHAPI'ERil 

EVOL UTION or FofAJfCIAL Rzl.ATI0"5 JlffWEZH· TH£ . CarftlZ 
ARD fln ,. 

Sr.ATES 

Four perioda.- For the purposes of our revi~w . the ~ of · 
financial relations between the Centre and the. umts lll I.ndia may be 
divided broadly bito four periods: the period of about sixty years. 
before the coming into effect of the Government of ~ A~ 1919; 
the period from 1st April 1921 to 31st March 1937, durmg which the· 
Government of India Act, 1919, remained in force; the period covered. 
by the Government of India Act, 1935, namely, from 1st April 1937 
to the coming into fon:e of the Constitution of India in early 1950; and. 
the period subsequent to the commencement of the Constitution. 

Fmsr PERmD 

2. Financial Deootunon and "Dm.ded Heads''.-The fast period 
witnessed a gradual process of progii:ssive devolution. of fl:nannal 
authority from the Central Govermnent to the Provincial. Guva :o­
ments. In the earlier stages of this period, the system of govern­
ment was highly centralised and the Central Govemoeot ~ 
complete control over provincial revenue aDd expn,cliture. The 
financial authority of Provinces was enlarged, at fi:rst throogh fixed 
grants for the upkeep of definite services and later by the transfer to 
them of the whole or part of specified heads of revenue. to stimulate 
their interest in c:ollections as well as to encourage ett4'll■oy in ex­
penditure. Thus developed a system of allocation known. as "provin­
cial financial settlements". The settlements. to start with. were 
reviewed quinqnpnnia11y but were later made quasi-penaaiteDt and. 
then permanent in 1912. Of particular interest in these arrangements 
was the system of .. divided heads,. of revenue evolved by gradual 
~tages. Under the system, the Centre retained the entft profits of 
t_he commercial .departments and the proceeds of l'fteDUe whose 
locale was no 111:ide ~ its true inci~. such as the net receipts from 
customs, salt ~ opaum. As the mcome derived from these sources 
was not ~uffici~ t ~ cover the central expenditure, ether sources of 
revenue mcludinc mcome--tu were divided between the Central and 

t
~rovin

6
ciaedl ~~~~ts.of~ Central Gowrnment retained a propw. 

ion- x . m ~ ~ Heh Province, but not unifona as between 
!hethProProvm~s-of ~rotftds of the main heads of reven~ collected 
m e vm~ MaoKU on an rnss.nent of the -..pedi 
th Pr • In ti • -~-- ve needs of 
b 

e ov11n':::- -•• pnct· ~. since no definite standards of needs had 
een evo v~ WJ0Ca K>ns to the Provinces were 1 1 

history. The re~ from "divided heads'' being iargns;L'!_ ftSUlt of 
• ~tlomeet. 
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1he needs of the Provincial Governments, was ~ted by 
means of fixed cash assignments, recurring as well as non-recurring, 
which continued to remain an important feature of the system. 

SECOND PZRJOD 

3. Separation of SouTces of Revenue.-The Montagu-Cbelmsford 
Report on Constitutional Reforms, which led to the passing of the 
Government of India Act, 1919, sought to secure for the Provinces a 
greater measure of financial autonomy by abolishing the "divided 
heads" an: effecting a complete separation between tbe central and 
provincial heads of revenue. At the time the heads which were divid­
ed in all or some of the Provine.es were land revenue, stamps, 
exci~ income-tax and irrigation receipts. Of these, income-tax and 
general (or commercial) stamps were to be made entirely central 
receip~; and excise, judicial stamps, Jand revenue and irrigation 
receipts were to be given.wholly to the Provinces. W-rth all sources of 
revenue completely distributed on the lines proposed, it was estimated 
1hat there would remain a large deficit in the Government of India 
budget This led to the proposal in the Report that the Proyinces 
sho~d make contributions to the Government of India. 

_ 4. Prot.incial Contributions.-The Financial Relations Committee 
presided over by Lord Meston was appointed to advise on the amounts 
of provincial contributions_ and also on the claims of Bombay to a 
share of the proceeds of income-tax. The }.4eston Committee reported 
in March 1920. While recognising that it would ·not be possible per­
manently to exclude Provincial Governments from some form of direct 
taxation upon the industrial and commercial earnings of their people~ 
the Omunittee advised against the division of incomHU with the 
.Provinces. They recommended that general stamps be made provin­
cial (or financial and administrative reasons. The Committee pro­
posed a scheme of initial contributions and of standard contributions 
to be attained over a period of seven years. The standard contribu­
tions. which were based on the relative taxable capacity of the Pro-

. vinces and other economic. factors, never came into operation.· The 
mit.ial contnoutions were computed on the increased spending power 
of each Province result~g from the ·new· scheme of distribution. i.e., 
the additional income which each Province would acquire on the 
separation of _the sources of revenue. The smente of contributions 
was subjected to Cl'iticism from various quarters. Some Provinces 
disliked the initial cont1'ibutions, others the standard contributions . t 

and industrial Provinces like Bombay were oppdied to the whole basis 
of the revised scheme. The Joint Select Committee of Parliament on 
Draft Rules made under the Government of India Act, 1919, suggest-

~. eel a gradual reduction of the aggregate contrlbutioa of all Provinces 
-:~ and underlined the idea that contributions should cease at the earliest 

: po&Vble moment. 

-
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5. "llleCommili:e were definitely opposed to provincialisiJJg income­

tu a.t recommended \bat some share in the growth of revenue from 
taxatian of income should be granted to all Provinces in so far as that 
growth was attributable to an increase in the amount of incomes 
assessed in each Province. The scheme of financial arrangements, 
contained in the Report on Indian Constitutional Reforms, as modified 
on the recommendations of the Joint &!lect Committee on Draft Rulesr­
was incmporated in the Devolution Rules under the Government of 
India Act, 1919 which were promulgated in December 1920. ' . . 

6. Beginning, of Income-ta:.; cu Balancing Factor: • De11oluticm1 
Rule 15.-Tbe recommendatioDS--of the Joint Select Committee relat­
ing to iDaJme..tax were embodied in Devolution Rules 14 and 15. Rule-
15 pnmded that a Province should receive 3 pies in each rupee of: 
the amount by which the assessed income of any year ex~ed 1.hat. 
of the year 1920-21. Inasmuch as collection might not accurately­
reftect the income-tax revenue due to the economic activity of a Pro­
vinc:e, some ad hoc adjustments were made on account of industrial 
wms Jocated in a Province different from the Province in which they· 
were assessed to income-tax. The operation of the rule gave ut1equal 
results as between Provinces. It did not lead, on the whole, to any· 
significant accretion to provincial revenues and, in particular, virtual­
ly failed to secure for the larger industrial Provinces a share in the­
yield ~ income-tax. The rule, however, represented a slight depar­
ture in principle from the scheme of complete division of sources 
Originally proposed, and thus marked the beginning of the use of 
inmme-tax as a balancing factor. 

7. Abolition of Contributioru.-The trends in central and provin­
cial budgets in the early 'twenties belied the estimates on which the 
~of contributions was based. The Provinces pressed insistently 
for the abolition or conti-ibutions. They were remitted over a period,. 
were wholly·suspended from 1927-28 and were abolished from 1928-29. 
The abolition of the contributions considerably eased the situation. 
of the agricultural provinces which bad the largest contributions to 
make.. 

8. De/l!Ct& oj Financial Settlement : Enquiries tuith a view to 
Reuis:ioL-Two main criticisms were made against the general scheme 
of .6.uarriaJ -.:'elations under the "Reform:;'' of 1919. which is often some­
what inaptly described as the Meston Settlement. ·while the needs 
in the J&OVincial field were of an expanding nature, the sourcC!s of 
re~ assigned to the Provinces were re1alivcly inelastic; on the 
other band, the more elastic and expanding sources of revenue were 
given to lhe Centre whose needs were then viwed as comparatively: 
stationary. Secondly, while agricultural Provinces received a wel-· 
come ,icresslon of resources in land revenue which~ of all the central: 
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• ~and ptotincw hNds, was lhe most important al the time, the nnn~s 

.of industrial Provinces were precluded from benefttin, bJ the pr~ 
_perity of bllSines:s enterprise in their areas. 

9. The framework sel up in 1919, however, remained analtaed till 
thr Goftrmnent of India Act. 1935, came into operation. The period 

--covatd by the Government of India Act, 1919, wa marbd by fre­
qumt disms:sioDs on the structure of financial relations between the 
Centre and the units. A principal objective of these c.1;,,,,-;rn was 
to equip the Provincial Governments with greater financ:ial resources. 
The inadequacy of the existing resources, both of the Centre and the 
units. and a searc.l-a for fresh avenues of taxation, also 1q11esented a 
thread nmuing t.hrough the discussions. During this period there was 
also the 61st systematic enquiry into the whole field of Indian taxa-
1ion by the Indian Taxation Enquiry Committee, 19M-Zi. 

10. 171dian Taxation Enqufry Committee, 1924-25.-The Indian 
Tali:ation Enquir)• Committee examined, among other matters, the 
di'\'1sioa of sources of revenue and the structure of financial relations 
betwem the Centre and the Provinces. They recnmmended that 
_general stamps and the excise duty on foreign liquors manufactured in 
the c:omury should be tra!1sferred to the Centre, and also suggested 
that the whole of the revenue from opium might well be transferred 
-similarly. They· coOS1de-red that if any division of taxes was to be 
made 2t all, the choice o! : c:omc-tax as the m:1in balancing factor was 
jne'\'ita::i!e. Tn th<= po~s. ~ alancing factors which, however, they 
tho!lgh• hould _ s.e.d 1tmly in the last resort, were the export duties, 
L~ t'f:Strl!:tivt: e:x ... __, ~.:, Lt.:!iiut: • Chose on opium and foreign liquor, and 

-t.tre--prob2~ duties. 

l L The Committee expressed themselves against giving the ~ 
"vinces power to levy and administer an income-tax as well • against 
-the imposition by the Centre of surch2.rges for the benefit of the 
Provinces. They s ggt:stEd that the most apprc,priate solution for this 
p!::oblem w 2.S the ~ s1gnme:n ,'J ihe Provinc<:s of a share of the tax. 
In regard to its distribution. the CommiL!ee proposed that this should 
be based primarily on the principle c,f domicile. They proposed to 
give the ProYiDCf'S the pr<K"<."<-'<is of a basic rate on personal incomes, 
graduaU:d proportionally l." the general rat<.-. Under their scheme . 

. colJectioDs oo income::i' nc,l perldinin~ lo residents in particular Pro­
vinces such as the tn on ·undistributed dividends of companies or on 
incor.-:es ~ oersons resident outside the Province or the country and 
the w.-bo!e oi super-tax would be retained by the Centre. In addition 
to the allotment made on the basis of pen.anal incoma. the alloca­
tion of which would be based entfrely on domicile. l~ Canmlttee also 
·recoan--eM Uie giving of a partial recognition to the principle: o( 
-origin by assigning t.o each Province a small portion of the receipts of 
~the corporation profits tax. They contemplated that this might be 

1 ... 
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dt~lr ibu t~ ,,., I.he ~i~ rrf th~ t.:(flJ~ctJon of e a<:h Pr~. :e ~tri-
od fust rnm la llfflll1n t,, ~ ,grttd upon for the_ pu_r-poa! of ofits 
bu lion of inowa►. tu unb r Devolution Rule 15, ,n cases where pr 
3 .~"-'!~~ in a. Provine,, originated in another. 

12. India S&a•t.MV CQfflmiuion ~ . 1930.-The not impor­
tant review of OIi! Indian financial arrangements was made by the 
Indian StatutarJ Commission. who!le report was issued m 1930. The 
Commission~ the gmenl principles of the scheme drawn up 
by their Fimrrill AsRssor. Sir WaJurr (now Lor-d) Layton. far the 
division of resnurces 'jl?t-,-<~ t rP C:"!:-,tral and Provincial GoveTD-
ments. I '""'i •. ,. • ~ - -
b 
~ 

- -
'11e:thod ~ division proposed by the Taxation Enquiry Committee and 
recommended that one-half of the ~ paid b y residents of a 
Province (including tax on dividends recer.ed by them from com­
panies carryiDg on operations outside ti:e Province) be assig::ec to the 
Province CODCt:l"lied. ::: -·.a·< ~·~J ~ ~~i.:-- .::.-:.:-_._ Q-.-:i __ ,., 

_ ~ -~ .J o.av·e_ U1 c: _ [ le'\, ...J. 6_ _,. .__:r~.__ • .:, ;:- \.,.,-::2 ta:{ - ,. ~ ~ 

on E ~ .. come; of ra.d£:r:·· m ti:.:? r.:tl\" ~=e r-:.::E:-a. -::, ~a·: ~c ; 
- .:. -....:.,; . -.:: :! lo ti.err . ~ _~: ~ J.... .....: • • .:: t · .., • : 2.S. The Commission 

a:so suggested that L'le exe...rnption o! agricultural incomes from in­
come-tax should be abolished by definite stages and the whole of L"1e 
proceeds of the taxation of these incomes should be assigned to the 
Province of origin. 

13. Lord La:,ton further recommended that a Provincial Fund be 
formed out of the proceeds of certain new excises on such commodif es 
as cigarettes and matches 3lld. whe.n the central budgetary position 
permitted, the duty on salt. for distribution among tM Provinces on 
.a per cap1ta basis. The Commission endorsed this proposal 

14. Fi:r-st Pe.el onu ,u, .. . ~!}J .- The problem of all~tion of 
resources between the Cenu·e and th~ units came up again (or ron­
sideration by two sub-committees of the Federal Stru~ture Committee 
of the Second and Third Round Table Conft-rences, both of them 
presided over by Viscount ~1. and by an F.xpert Committee pn,:.;ided 
over by Lord ~tty. which ca!lW' in betwt>-en. T -. • 1,t p'-'d (\, ,. 
n ultl•t' t l1..-d l •• l • •---t~ :.. ., u l-.i transi rri'd 
t , th,· f' c1..~\'U1l.~ at ll1l· ,,·1 u ~ I • . t ,). \ 1..''-'l'~\'.'ll n ;ind adm _ 
1 11•,11.1ti<.m lk.•in ~ 111 f I 1 .. '1 h.tnd 1 , 11 t. , t\..._ '1t.:-- wo,tld b 
'" ' t lv dt 11 v , -J l"" 1 11 • ll ·t • , 1' 1 "· . \ '\ 11..•::,-u't~lnt f~ ral d fi i t 

·u 11ltl h,• 11~ t trvm p l v-. 1m · 1 l l ntitbuh 1~ \\ lu~h would be . 
l l I fi t . r e xtm-

~ll 1' 11·, 111 < nut' .:;t.th , L .1 t' t 11 t n ;t>ar pe1iod. Later. if 

l 



----- -

16 

"J perman nt fe t'?I s utplu w , ,. 1n m:a lrriaH.--. th,, frrlc r I r, 1 ,v t1r-

nlffl sh9u d h f lo Al) a lt- l11 in• ,~ lo th,, ,,n .. ~"' , n ~,,rr 
nat· pr N ~bl n r-r h 1 h n f t ., v, I inn . ,:D,@ Commlllft l; ll£~oM..t ed 

that il ·~s dc-sirablr lhat th(' ,onc. ti lu t inn ltmf should lay down It. 
pl'lJp)ttionJ in which funds lhu1 Available should be dl.tded affl'fflg 
the units. ""'hethcr ac-cording to res~clive ft'ffllun or to population 
or to 10me other criteriA. They recommfflded that 1n np@rt com­
mitw should advise on this aspect. as well • • the crtteri• by whit'h 
the proceeds o[ income-tax should be allocded....,.. the Prcmncn. 

1$. Percy Commiuee, 1932.-The Percy CGmmittee were accordlnc­
ly appointed to examine these questions. 11le a.. of dlltnoutian of 
alC.'Ollle-taX among lhc units wac. cons idPrPd in bl.ail b7 hi 1; Com­
mittee.. 'They held 1 h::ll a p H ,1w 1 ha ~. • r d is.tnbuuon ~ ,.r - JC 

rt?C'eipls should sat -- fy what th y call d thr fun,fam .. n1J l •r- •• 

should he s.imrlc . " as:ly 11non r. ♦ ood an<i :idmm,,tral rvPlr{ • ,, l'!: -1 ~ • 

l l bCluld gwc resul s likr>ly l o bP a ~\rd ~,; fair ~ Wf>0 r11 f·-: _,-,-~ , 
a<)d Pronnce: and i t should be compatible WJth lhe idea ,,r ::i , ,;,;ra­
tion of autonomous units. T hey considered that an allocation on the 
basis of collections would lead to gross injustice as between Province 
and Province and ruled it out. While distribution by population had 
equally no scientific basis it could. be adopted with advantage for the 
distn1>ution of taxes on certain forms of income iiot easily assignable 
to any locality. Theoretically. the basis of origin had much to conr 
mend it. but it would be administratively unworkable unless the 
allocations \\·ere made on arbitrary lines. The Committee did not. 
therefore, recommend the adoption of this basis. IDtimateJy, they 
espressed themselves in favour of the basis of residence in one of two 
forms. either the basis of personal incom~ ;,sassed or assessable in 
each Province or the amount of income-tu attn'butable to each 
?.rovmce. 

16. On the question of distribution cf ·income-tax between the 
Centr nd the Ero·1i nces, tht? Percy Committee e.xpressed the vie,v 
that if the e1tire roceeds of income-t:ix \'Jere transferred, the Centre 
, ·culd be faced •.\·i th a subst:mtial deficit. They, therefore, proposed 
~ 1c followiug sthCc mc : curpnr:1tion t :1 :-- (super-tax on evmpa,!i:-S. 
a.ax paid by re~idc>nts in fedc-r.11ly ndn1inistered areas and ta:x paid on 
salaries of federal onicers should be retained by the Centr e; cf the 
rPmaince of th net proceeds. ~ Province should recei e h .:uu ant 
of pn.rson,iJ super -tax on th<> bnsis of collections from re'-idt>nt-.,. a!1 
e=· • - t<>r a au nt o p 1-sona l income-t~rx creditable to iti an~ a share 
on the basi~ nf p".lpu la tinn of the t~x on non:.residenls and undistr ibut­
ed profiL or rpam..,,~. both to be t a li:cn a an timated r nta~ of 
the total coJlr-, tiou~. 11 m the poin l uf view of stabilit if pl ovm ·1.d 

• budgets t.hey :..uggested th t th • ~h. 1 • of income-lax due to Uw Pro­
vine should o l Le. a l kl .:<l rom y cal lu y ar ev I\ if th d. ta for 

• this were readily avaifol.Jl~ uu (Ji • l.,.1 ::. ' ::. !>ugcested by-th m, but ~h uld .. 
I 
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bi!, ind lar a term of yun, rubj'!<:l to rev ision every five· years in 
lhf? li(drt ~ figures of J)'?r.- al incomi?-bx for 01e previous quin<;w.!D· 
niffl1'J. For a tnru1Uonal pniod, provtndal conlribatiom were~ 
J)(l9'd. pa· rly with ndemce to the :additional nman:es of PrwiJI. 
dal ao,amtw, i..«., pnn-aJJy in propor1Jon to u.· share of lnc:ame­
ta. ~ f • g: _ n w Id h,ave tho!! power lo impose a 
iru>, , .. .-e. ftJr ~ "lf'D ~ nn 3ny ux levied bJ it for the benefit 
of ~ P~ , ~ grants, if and when they became feasible. 
lhoaN lie made on a population baas • the C.0-FEenittee belined that 
the ..,._ would arise martly from taxes on com:amptiDa.. 

17 ~~ p,,_ Co-. .,,...it~ '-. m.?-Tae Se-cood Ped Committee 
pt'~ I twr,!~.d ,:, -r.:; ., ,;,f t:'..e p~ of tzu5 00 1ncome into 
=•~ which -;;;-•✓ ,.--: 1-P- ~ ~~1 a::; "l ~ t c;onstitotional 
arr.n~! r, __ "" !~,.. ~ ----,o - - ~~ ,.. •· ~ ~t-
17 iy. TI-e f..,.J_-- • -; · ,. - -.- - ,p t would be entitled to a share based an 
the pr'l'lCttds be3l::b o~ taz which were not daivecl solely from 
the: resides41 ira B.-r.±:;.~ L--xiia. :;;4'"_.:; ~ :;:;.;if'=-a t.a.. tax oo fe~fora.t 
officer.; Lu z :acfuJ ;;.eo.m b es 
aod t..a.D!S or. ::..:c -..:..·,- ~ .,: ? =-..:-~..:i r-: =~-~ - ,Lsb I:1clia.. 

·- -- - - - - - -~-= ~--:..::-. ~--c:ne-~ -.i:re:-e to bi? i:;.;gned 
to the Prw ~ ___ :-.:. =--~::..:.....:. ~ e h...d e· -:sed. " - t.re -eve!c.p-
m ez! 0! __ ,_. :;-.:z-- ,...,....._...._ t ~J.!d r c!tain 

a b!,yj; ;; --.o:r::r:. - - • -< ~r:.·. - o--ta.x_ The Com-
mittee as a T bcle were in UV? :_: the federal Fff/lllllEAt having 
tlle p,wer to Jny for its own parpcses a sun:haee GD the beads of 
m- ■,e-,#az pmnanentJy assigned tD the Puniaaw. Mmt of the 
menwn 4 the ~ wen also agreed that the Prurinca should 
bawe a ript to levy a surcharge oc the persona} tax lnled c:n its resi­
dents ad!r' the beads permanently a.Iloca~ t.o ~ Ptovi:ttCS. subject 
1o • _,woo af Ui per cent. --..:: :_ -:::...,.... tt ~ also proposed sub­
~ ~ .:.:: _t::..::c f..1 -..:.e ~~: ?-:o-,.""c - ... ma~ taSt"S­
d !\d ~.l • · - ,- -.... __ :,_: -_ ~::..s,. ...o e~ ..e ~-~ :..-:> r....:, J ~ ► udgets a n 

e Zl~ • = ;,-- • . • : : ~ The Committee su~e<! 
that the~ ciiFfculties cf Baaga1 might pedaaps be IDl!t by 
tltiilldtiQJ it me ~ in ~ revenue from ~ jute eJC1Mt dutl", but ~--*' 0 ·tie pn,pasal • to the form which this share should tab. 
TbeJ thoe.,.,~ that it was ~ to prcmde ia the c:aas:imtion !or 
ene1 &.J pzaus for~ femnl ~t to.,,- contributions 
Wider ...... ~ 

1 ~ R~ OJ"'m$ 193t -Tbe 
Whia Pips-•~ PrtT"tAb for lDdwi Connituiiaal Refanns ismrci 
by Bil __,,s Go ~rnment m December 1931 COAtemplat.ed ~ 3• a 
p • brd . n; - ... _ .. .: ~ ~ : ~ 1 ~ _ - L.., .1 5 per c-Pnl. nor more than 
. ~ f'< . \.'T1ll . ~-.. ~~ • .., t ~ .llXes on income, ot r 
th.ll1 -&•1~ ..... J~: '":l ! c on the inrome of compani~ 
sh\lWJ be _,.,;........... -1 ~~ n a pre • ribed basis. It also 
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Jltupused that the fedcr11lion should retain for the fint three yea..,i; a 
~ sum out of the provincial share which would continue to 
be retained for a further period of seven years with a reduction of 
~th of the or iginal sum in each successive year. Both the 
f~tion and the Provinces were to have power to levy surcharges 
~ mc:ome-tax for their own pu1-poses. The White Paper proposals 
introduced two new features into the plan for the division of sources 
of revenue. The federal legislature was to be empowered y Jaw to 
assign to the units the whole or part of the yjeld of salt duties excise 
du~es. other than those specifically assigned to the units, and' export 
duti~. They also suggested that in respect of certain toes, including 
terminal laxes and death duties. while t he power to levy the tax would 
be vested solely in the federat ion, the proceeds would be clistribute4 
to the ~vinces; t he federation would have the right to impac;e a 
surcharge for federal purposes. 

4r 
19. Joint Parliamentary Committee, 1933-34.-The Joint Parlia-

mentary Committee on Indian Constitutional Reforms. 193.1-34, agreed 
generally with the proposals in the White Paper. They left the 
provincial share of income-tax to be prescribed by an Order-in-Council, 
but could not visualise any prospect of the Provinces' share of income­
tax e"l"Ceeding half of the net revenue from the source. The Com­
mittee did not favour the proposal to empower the Provinces als<- to 
impose surcharges on personal income-tax. The modified prcposals 
relating to income-tax and. other matters were _incorporated in the 
Gcwemment of India Act, 1935. 

20. It is interesting to note that the idea of devolving the whole of 
income-tax to the Provinces leaving the Centt'e to cover the consequent 
deficit by provincial contributions was abandoned, and a measure of 
elastici ty in the distribution of income-tax was introduced by limiting 
the provncial share to a part of the net proceeds and giving the Centre 
power to ·retain, for a transitional period. a fixed amount out of the 
provincial share to give it time to adjust its finances. 

21. TM position of former Indian States.-We may take note at 
this stage of the position of the former Indian States in relation. to the _ 
constitutional developments. These States had remained outside· the 
fiscal and financial systE'm of the rest of the country except for t'Crlam 
arrangements entered into with them by the Govemmmt· of India 
regarding such matten; as rnar_itime C\lsloms, central excises, 
posts and telegraphs and railways. The scheme of the Governmer.t 
of lncf~ Act, 1935, contemplated the accession of these States to the 
Indian federation. Under it the India'1 Stales werr to accede in 
regard to foceign relations, defence and ~ommunicati~ with option 
to aettde in regard to otht=r Central subJecls also. This-followed an 
xtensive examination of the problems connected with the assimila­
~ • r States of varying sizes and having different kinds of relation­
;;; ':nth the Centre into a workable system of financial relations 
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with the propmed federation. As it hap ~A~~·of:U: •• 
Government pf India Act, 1935, relating t . ~ !Wi flY~. ~ -!~ : 
OiJeration. It was not until after Indepe~~~-~e. t'M"~ lne P~~ ... : 
States were integrated into the fiscal system"-qP~-l:.b~ counuy.. \.~'l"f.7 -. .... .. ,. -· .. __,,, 

22 Got,mu,aent of India Act, 1935.-Under the ·sb:liaifd 6£~ 
cial ~anpments embodied in the Government of I~~ Act. 11135, 
agricultural income-tu was included in the list of Provincial sub~ 
Section 138 of the Act provided (a) for the assignment to ProvJ.DCeS 
and the States which acceded in respect of the subject of income-tax 
of a percentage ot the net proceeds of taxes on income other than 
agricultural income, except in so far as these proceeds represented 
proceeds attributable to Chief Commissioners' Provinces or to taxes 
payable in respect of federal emoluments. and (b) for the distribution 
among the Provinces and States of their share. The Centre was. at 
the same ~ empowered to retain for a period a sum cut of the 
share of income-tax assigned to the Provinces and federated States. 
Section· 140 of the Act pro"!i~ed that duties on salt. federal duties of 
excise and export ·duties, while levied and collected by the federation 
would, if an Act of the federal legislature so p1·ovided. be assigned 
wholly or in part to the Provinces and States and be di.i;tributed among 
them in accordance with principles to be formulated by such Act­
The provision in respect of the export duty_ on jute was, however, 
specific. Section 140 (2) laid down that one-half or such higher pro­
portion as might be determined by Order-in-Council of the net pr~ 
ceeds of the export duty on jute and jute products should be assigned 
to the Provinces or federated States in which jute was grown in p~ 
portion to the respective amounts of jute grown therein. Provision 
was made in Section 14.2 for the payment of grants-in-aid of the 
revenues of such Provinces as might be in need of assistance, the 
amou nts of such grants to be prescribed. however. by Order. Further 
th<> Ac:t pr~vided for the levy by central legislation of duties in respec~ 
of succession to property other than agricultural land stamp d t · -- 1 • u 1es. 
termma ~es on goods and passengers carried by railway or air and 
t3:xes on railway fares and freig~ts and for the distribution of the 
net proceeds, other than those aUnbutable to the Chief Co • -. mnuss1oners· 
Pr()vmces, to the Provinces and federated States the fed al 1 -
t h - the - b J • er egtsla-
ure avmg ng t to evy a surcharge on these taxes for ,_..1 

purposes. .-=ueral 

TlllRD PERIOD 

23. En~ i.t iry by s;r Otto Niemeyer . 1936.- The scheme of the- Gov­
e1·nment of India Act le..!.t.sev~ral questions to be decided befo . 

- to t" s· Ott N. re l l could be put m ~ra ion. 1r ? 1emeyer was appointed to 
make recommendations on matters which under Sections 138 {1) and 
(2), 140 (2) and 1~ of the Gover~ment of_ India Act had to be ~ ­
cribed or detenmned by 01·d~r-m-Counc1l and on ce rt.,,,.... plh 
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ancillary matters. The scope of the enquiry was made eomprehemlve 
by a supplementary reference which enabled it to be eKtended to 
cover a review of the existing liabilities of the Provincial Govern- ..,-
menls lo the Centre. 

24. In respect of income-tax, having regard to the dual considera­
tions of the necessity of safeguarding the .financial flability of the 
Centre and the obvious future needs of the Provinces, and "in order 
to maintain a reasonable adjustment of relatift burdens between the 
various units", Sir Olla Niemeyer felt it was desirable Ui,.t • the 

• maximum practicable distribution should be achieved. He recom­
:n~nded that 50 per cent. of the nel proceeds of income-tax should be­
~ igned to lhe Provinces. As regards ihe distributi_oq of the provin­
,cial share, he expressed the view that the mere accident of plac:e of 
;collection was an unsuitable guide and that the residenre of the indi­
vidual, though it might be a convenient practial dividing]ine fqr the 

• avoidance of double taxation between separate political units,. was 
• not in itself a very scientific criterion, _particularly in a federation. 
Even supposing it W6e practicable t~ ascertain to what part of the 
cowitry particular fractions of income and the incidence of thf! taxa­
tion burden properly adhered, it was, he pointed out. still arguable 
that in a federation other considerations also were involved, parti­
cular1y if the benefits and incidence· of other for.ma of common tna­
tion were unequally divided as between tbe nrious ~ After 
a consideration of the various elements of the problem,· he came to 
the conclusion that subst~ntial justice would be done by tlxing the 
scale of distribution partly on residence and partly on population. 
He recommended distribution among the ProviDces according to the 
following fixed percentages: -

Pa-cnt 

Madras 15 
Bombay 20 
Bengal » 
United Provinces 15 
Punjab_ •• 8 
Bihar 10 
Central Provinces 5 
Assam ! 
North-West Frontier 

Province l 
Orissa ~ 

Sind 3 

tao 

C: 
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Sir Otto liJemeyer also recommended that t he Centre should retain . 
for the first five years out of the provincial moiety a sum equivalent 
to the amount by which the central share p lus t he contribution from 
Railways fell short of Rs. 13 crores a year and lhat the amount 
retained from the provincial share should be surrendered to the 
Provinces over a further period of five years. As part of the assist­
ance he CIODtemplatea for the jute-growing Provinces, Sir Otto 
Niemeya recommended that the provinces' share of the jute export 
duty be niled by 121 per ·ceot. to 621 per cent. of the net proceeds 
of the daty. • 

25. The following annual grants to the Provinces -were also re­
cnrnrnended by Sir Otto Niemeyer: -

Uailld!'a:Vri1w 
A..,. 

Nar&Jt.W..a~ Provinco 

Ori..-

(B•.,_.• WA•.) 
2G ror • Gsecl period oC he 7oere. 
30 

100 11ubjod &o COlllidwation at, 
,11e eadof &•a~ 

40 ,ri&h B'S- 7 lakha additional 
in ·Iha &wt aacl & I lakh11 
addi&ianal ln -a or tho 
nentaar ~ 

106 ror IO yoara. with Ra. 6 lakh, 
llddi&ianal in &119 5m :,ear, 
and tlaenaf&er tallms until 
•~ pan& ce&Md in about 45 
~·lim"-

As part-of the general scheme, Sir Otto Niemeyer recommended the 
canceffiltion of the outstanding debts to the Centre of Bengal, Bihar, 
Assam, North-West Frontier Province and 0~ contracted prior 
to the lst April 1936, and a reduction in the outstanding debt of the 
Cent.ml Provinces. 

m. ~ 2bove recommendations were accepted by the authorities 
mm ~ in the ~ ent of India (Distnl>ution of Revenues) 
OnfSg ~ This Order. subject to a change made in 1940, conti­
~ ~ ~te the _allocation of resources between the Centre and 
~ ~ l!mtil the partition of the country in August l.M'l. Follow-
~ ~ ~ak of World War n, and the illcreasing apenditure 
it ~ on the Centre_ steps had to be taken to strengthen Cen­
tn.l fi:Mnees , It was decided that for the duration of the war, the 
Cmme ahnu)d be permifled to retain a fixed sum of Rs. 4-5 crores 
oat of the provincial sbaJe of income-tax. 'fte Orda-fn.Councll 
wa, mne,rded accordingly ·to secure this and the rnocfifted provision 
ngmted the distribution of the tax from lM0.41 to 19646. In 
.,.Ja Gf the next four years the sum retained by the Centre from 
Che JRWioci.tl share was reduced by Rs. 75 Jakhs a JeU' over ·the 
pewioca /eaz, and the full provincial share was restored to the 
Ptoritaa ln 1950-SL 
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2'1. De Partition : Adjustmenu ;,, Financial Ama~u, 1947.­

The partition of the country in August 1947 necasitated an adj111t­
ment in llnancial arrangements which affected the lf'Nllle of dis­
tributiaa of both income-t.ax and jute export duty. In repnl to 
inroa e tax the basic scheme of Sir Otto Nleme,u ,,. retained. 
The Qc,ftnunent or India reduced the shares of the diftled Provinces 
of BeQcal and the Punjab in proportion to population and tbe releued 
perce•fa&ies as well as the percentages of Sind and Borth-West 
l"rantier Province were pooled for redistribution. The provincial 
shares were refixed after distributing the lapsed quota among the 
Indian Union Provinces. including West Bengal and Punjab. accord­
ing to papalation, with a readjustment in favour of West, Bengal 
and a minor adjustment in favour of Assam. The pnmncia:i shares 
thus fixed, which gQverned the distribution between the 15th August 
19'7 and 31st March 1950. were as follows : -

Per cent 

Bombay 21 

Madras 18 
West Bengal 12 

Uttar Pradesh 19 
Madhya Pradesh 6 

Punjab . :, 

Bihar 13 

Orissa 3 

Assam 3 

As nprcts the jute duty, the provincial s~are was nduced fr~m 
621' cm1 to 20 per cent, roughly in proportion to the ~~m~ 
~ came to be included in Pakistan, but the basis of distn-=- cl the share among the Provinces was left undisturbed. 

-::S Expert Committee on rinanciaL Provisio-ns of tJi,e Cons_titution, 

1941 
~Tbe financial reJ.-lions between the C~ntre and the units ~e 
• · m· connection with the drafting of the Dl!W Constitu-

up for ie'Vle'W . • Conslitutioa . TIie 6naDCial provisions m the Draft were 
~ by the President of the Consliluen~ Asl.em~y to an J!!xpert 

h nder the chairmanship of Shri If. R. Sarker. 
eo,,,rrtttt ~ t n:e, u _ ...t,. d that the whole of mcome-tu, inclu<l -
""" ~ C-auttee rec<; mrnt-uuc ld .1. , ~ ........... -- d - n.u t"'X on fe d ral emolwnt'nts, shou . -• ..-. Lax an ,ncor ....- .. 
ing corpo,-.u..,n th C t re and the unit$ excerlt Lo the extent red between e ,,.n . 
be sha . bl to Centrally c1.dmir11 :o;tered areas. Thl'.'y su~-
of we taX altnbut..a e l h · • I c,u 'd be• foc,-d a t GO Pt'I" cent nd 

Ui lVJnc: 1a•.11t' .> I 20 I 
~ e:5tcd that i e p r:., ~ .,. in tht' following mann.-r: on L 1e 
allocated a mong the Provm h bas-is of eollt-ctfoo, tlw tt•m .1 ir11ng 

u1 t" nd 35 on t e I f basis of pop a 1<,n . ~ . , d, h - ~ thc1 l rrngl1t r.n ~e as a r w t o 
L-. _ _ __, Lor m1ug.at1ng ti..ir ... ip . 

5 ~mg w,icv 
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Lh ,lpph atJon ol the o tle t two cdt r ia . As regards the jut.e expo= 
duty the Commitltt recommended that the existing anangemen 
for the sharin1 of the net proc:eds with the Provin~es should be t~~ .. _ 
minated as, in their view, export duties were unswtable fo~ sharing 
with the Provi~es oJ"ifer , ho~ ·,e . " <l V'Jid hardship to the 
fou r ju t.,.-growing Provine.es w h ich we e receivin g a e of th e 
du y they proposed_ that ftXed grants-in-aid of Rs. 1 CTOT"? to West 
B , I ~ ...,.., Lakh:; to' Assa.my Rs. 17 lakhs to B1har and Rs. 3 
lakbc to Onssa be giv~n ever., year- as " compensation" for a ~ dod 
not ex~e:<li g ten years r t · t export d uties on jute- were 
a hol, h , . Another r~" mnienda: ·D f :he Co m ,t fee~ whlc-hr IS of 
in terest jn the presP..nt context .elates to c.entra.1 cise duties. The 
Comm1t t1;..__,._,,_u,.,,..rked that .. h-<: Pr,.-,· Governments had been 
a lmost unanunous m de-::;z~dic~ z - sta t e of excises and consi­
dered the problem as ::::e· .g rro'i ;:r:}·: 0 o~ e of finding more esour-ces 
fu r tlre units but -a1w --:.e of 'm?a::·C.ig: ;;., hc:tcr balance to the.:Z 
r e ·;;::•:1 :ie:- structure. T'ne Co.nm.it tee suggested th.at the- Provincial 
Go-~ernments sbouid oe giv~n a share of one of the important cen­
tral excises on a commodity not rece.t~ tariff pTOtection, 1riz.. 
tobac.co, and ~y recx,otnsendeci that 50 per cent ol the net 
proceeds of the ~ duty on tobacco be distn"'buted to the Pro­
vinces on· the basis of estimated consumption.. Pursuant to the 
recom..'TAenda ticms of the Committee. exJ)Ot"l duties wae made ex­
clusively Centnl under the Ccmstitution. Provision .,..._ made for 
the payment of. grants-in-aid to the States of West Bengal. Bihar, 
Assam and. Orima in lieu of their share oi the jute export duty: 
the am9unts were.. however. lefl to be prescribed by the-President. 
Th~ Committee were also responsible for the suggestion · that a 
Finance Commimnn should be set up to deai. among other things. 
w ith matters connected with the division of revenues betweeu the 
Centre and the units and the distn"bution amonJ,t ·the units of their 
shares. 

FoutnH Pmioo 

29. T~ Coascit•tion of llldia~ 1950.-The sc~me of division ol 
sources of re~ue and po~TS of taxation e~bodied in the Consti­
tution of India IS _s~nt1.ally ~ ~ as 1n the Gownunent of 
India ~ct. 1~ dilfenng from 1t only in regard to a few matters. 
Financial relations betw~n the Cent~ and the States become f 
the ftai.t Ii~ ~ mattrr certain ~ts of which are to be regulat: 
after const~nnc the r«ammendattons of a Finance Commiss· 

of .... _ t ds of • ion. 

I 
The pen:entaae ulll;' ne procxc income-tax to be assigned 
the States and ~ _distribution of the States• share among the: 
are left to be pracn~ by an Ord~r ~f t~ President. . It is also 
provided that _ _.r a Finance COIDm1SSlon 1s constituted the p . 
dent should take the _reco~ndations of t~ Co~missk,a into co1:: 
deration before IMkin& the ~r. 'Prov1Smn lS made specifically 

-
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• U. payment o( 11-.nll-ln .. ld for lM P-•IMW ~ promottn« the 
welfare of the 11chrouJNI trtbetl and ral1h1« I.he ~• of admlnl•tre­
tion aC the 11c-hNfulNf ,areH In the StJatn. In 11111 ennMCtlon, th@ 

OmsUtution pro\lld" for &pedal 1nnt.a-ln-ald f• nllln,_ the Jnel 
of administraUon of the tribal areH of Aaam -' for ICMmn of 
clnd+m.-nl in such ar.aa. Lastly, e:llport clat.,. hew ttur.d to IM! 
cli¥isible. 

JI. ~ Deshmttklt A ward, 1950.-A.9 • P1nanc,e Commission could 
nut bf Rl up immedi■~ly, the States' share ol UIGJl,ae-tax and it.a 
~i,c,tion and the payment of granta-in...W under Artida 273 and 
ffl o/ lhe Constitution had to be regulated by Order of the .Presi­
dent for~ period bet.ween the commencemeat ol the Constitution 
and ~ appointment of the Commission. Somt> nf the ~,1.:itr - l' 

C"kpn5Sed d1ssat1sfadwn with the arranrrcments ~ardmg J"' • 

c:atlon o! 1-,comc:-Ul.x and the j u te export duty iru1dc by the r;,.1 -1 -

:lllC'r i ,,f lnd ,a nnm<'dia.tely a f ter t he rtilioo.. ll was, therefore, 
decided that. the matters should be referred to a fmpartjal autho­
rit, for reconsideration. Towards 1.he ead of 1N9, Shri C. D . 
Desbmnlch was requested by the Government of India to enquire 
iJdD and decide these two questions. It was agreed that his decision 
would be in the nature of a binding a,nnl • Sbri Deshmukh's 
enquiry did not cover the determination of the States' share of the 
tu w was he requested to deal compreheawi=el7 with the problem 
ol. die distribution of the States' share anaonc .U the States.· Be 
ae.liued himself to the reallocation of tbe.pen:mtqH released as a 
!'1!!11111 of the partition from the share of tbe divided Provinces and 
tile .Provinces wholly included in Pakistan He did not concern 
hi'mseIT with detennining the shares of the Part B States or the 
~ .allocable m respect of the territories of the former Indian 
S!a1es merged in the Part A States. T~ wa-e thus two aspects 
of tbe problem before hinr: -

(a) to dtl nnme the shares to be taken fmm Bengal, Punjab 
and Assam tn rE-spect of parts of these Provinces i.µcluded 
in P ;;Y. 1st.1n and 

(b) to r 11 catt- c1mong the P a r t A Sht.es in lhe Indian Union 
thbt: Utpr..ed percentage ·, as well .- the perren~ 
fom 1t-dy J.lf~!i.aibed for Siud and Xortb-W st Frontier 
Provw.ce. 

31. Ill approachinc hil task, Shrl Des►,, .. Int attempted to 
a1im•k: as nearly u po11ible the perceataaea tMt micht have been 
datted by Sir Ot.t.o Niemeyer to paru ol llae Provlnca aow in­

: - deeded ~ Pakistan had they beea in ~dstrm11 • aparale Provfoca 
at dJe time. Having thua determJned the ....... quota aftilallle 

!. for ftdjstribut.ion, he dJahibuted it Jarae)y • Ille buil of popula­
tiaf. making minor adjuatmenta for the pu,paa of rounc.11111 oft and 
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~- F'iMaciol lnt~tion of former lncUan Sta.ta.-We mentioned 
earlier the position of the Indian States in the fiscal and financial 
set-up of the country. During the period between the achievement of 
Independmce and the framir.g of the Constitution, a great· step 
f~nranl was taken in the unification of the country by the integra­
tion of these States. Within less than two years from -the . date of­
Jndepmde~. aU the Indian States ·had bee~ either formed into 
sizeable units, or merged in the neighbouring Provinces or· consti­
tuted into separate Centrally administered . Chief Commissioners' 
Provines. The political integration had to be foliawed by finan-. • 
cial int2gr.ation with the Centre and in October 1Hl the Indian 
States Finances Enquiry Committee were set up under the Chair­
manship of Shri V. T. Krishnamachari to consider this problem. The 
Committee were asked to examine and report upon, among other 
matters. tbe desirability and feasibility of integrating federal finance 
in the Indian States and Unions of States with the rest of India; 
th~ ~ to which the process of integration should be gradual and 
the manner ~ which it ought .to be brought about; the results of 
a policy of integration upon the finances of the States and the--Unions 
of Slates and the consequential financial adjustments bet~ the 
Governments or these States and Unions of States and ·the Govern­
ment of India; and the measures necessacy to revis2 the structure 
of .. provincial" finance and the levels _ and sources of "provincial" 
revenue in these States and Unions of States. While the scope of 
this Committee's work was limited to what are now Part B States. 
they were also requested to advise on similar problems arising out 
of the merger of Baroda wit-h Bombay. The recommendations of the 
Committee were accepted by the Government of India and the 
Governments of the States concerned, with certain agreed modifi­
cations, and embodied in . agreements entered into by the Govern­
ment of India with them. 

M. It is sufficient for our purpose to indicate only the broad 
featuns of these agreements which affect the al~ocation of resources 
bet-.•eaa the Centre and the S~ales. As a x:esult ·of tbe._m&e,ntion, 
the Centre took over from these States the subjects an_d services 
falling in the Union List of the Co"nstitution with the related assets 
and liabilities. Viewed in the ligl\t of the distribution of subjects 
adopted by the Constitution som~ C?f the States had. in . effect, been 
financing RfYices falling in the Su le field from the surplus from 
Union subjects. Some form of financial assistance thus became 
necessary to enable them to meet the di~ocati~n ca~ by the 
d~ from their bu~gets fol~owmg . 1nte«Rtion of the 
revenue and expenditure relatmg to Union subJeca It was, ·there-

acrml that the centre should make good to such States for a 
:.~tional period the differenc_e between the rev~nue 
lost fo them from Union sub3ects and the expenditure 
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saved to them on Union subjects and services as a result of lloan-. -::. 
cial integration, the computation being made with ~fere~ce !° the " 
actual revenue and expenditure during an agreed basic period lDllne: 
diately preceding the integration. The payments made to· these 
States UDder this arrangement, generally called "revenue gap grants'', 
were guaranteed in full for the first five years and on a gradually 
dirninishinl scale for a further period of five years, at the end of 
which the grants would reach roughly 80 per cent of the ori~al 
figure. After. integration all the .Part B States wouJd be entitled 
to a share in divisllJle sourees of Central revenue lib inmme-tax on 
the same .footing as the Part A States, the Part B States getting 
tlieir share of reven~ or the "revenue gap grant" whichever might 
be larger. 

35. Of the seven Part B States, four States, ~ Hyderabad, 
Mysore. _ Travancore-Cochin and Saurashtra received "'revenue gap 
grants". Three States, viz? Rajasthan, Madhya Bharat and Patiala .-. 
and East Punjab States Union did not qualify for thls grant because 
the expenditure saved to them by integration was more than the 
revenue lost to them. For a transitional -period the States falling 
in this category were to make a limited and progreSSivdy decreas-
ing contribution to the Centre in respect of the payments made by 
the Government of India on account of the privy purses of the 
former Rulers. In computing the financial effects of integration on 
the States the privy purses of the former Rulers were treated as an 
item of expenditure saved to the States. as the privy purses were 
payable to the Rulers by the Government of India. In regard to 
income-tu, which is at present the only tax divided between the 
Centre and the States, it was agreed that the share of each Part B 
State should be 50 per cenL of the net proceeds of the taxes on 
income other than agricultural income levied and collected by the 
Government of India in that State in each year_ 

36. Jnc:ome-ta.x Concemon.s in Part B States..-The pattern of 
Central taxation is now uniform throughout the country, except in 
J_ammu and ,!t•~mir with which th~re has -~n no financial integra­
tion and which 1S governed by special provisions in the Constitution 
It is, however, necessary to add that while the rates of income-ta~ 
are uniform .throughout the country, provision has been made f . 
the grant of rebate on ·a progressively diminishing scale for a sbo~ 
transitional period in some of the Part B States. It was considered 
undesirable to bring the Indian rates into operation immediate! 
either because these States had no income-lax prior to integrati Y, 
or because • their rates of taxation were lower. The tebates ~~ 
disappear in Hyderabad from 1953-54, in Mysore from 1954-.55 aJ~ 
Saurasbtra. Rajas~ and Madhya Bharat from 1955-56. It ma ai: 
be mentioned that 1n four Part B States (Hyderabad. Raja!ftlan 
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28 
Madhya Bharat and Saumhtra), which befol'e 1n,..-.t1on relied to 
a substantial extent for their revenue OD lntemal cuatoms duties, 
in~tate transit duties have been allowed tD lie lmecl Instead for 
a short period of four or ftve years, to gift these States time to 
nplac:e them by alternative taxes like the u1es tu. 

37. "Ma-pd Ana'' in Part A State1.-"l'lae ftnllldlJ dJllocatioa 
camed to some of the Part A States by the 1.Dttpr of former Indim 
States in their territory was also dealt with m the .same .lines u 
fDr the P.art B States, although the Constibdima does not contem­
plate any agreements with them OD this IICOCalt. All the Part A 
States affected by the merger. receive 50 per cent of the net proceeds 
of the taxes on income other than agricultanl Income lmed and 
collected in the merged territories within the States each year or 
the "revenue gap grant" whichever might be larger. J'our Put A 
States, namely, Bombay, Bihar, Madhya Pradesh and West Bengal 
are now in receipt of "revenue gap grants". The other States aA'ect.ed 
by the merger (Madras, Uttar Pradesh, Punjab and Orissa) do not 
receive "revenue gap grants" but get instead their share of income­
tax in respect of the merged territories. · • 
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CHAPTER Ill 

TlmfDS DI CENTRAL AND STA'IZ FotA1'Cl'.S 

It k dUllcult to make a connected survey of trends in the finances 
of tlle C.enira1 and State Governments over a long period of years 
owilag to the disturbance of continuity u a nsult of the partition 
aad the integration of the former Jndfm States; earlier, in 1935, 
+nmes took place in the constitutional blllis of flundaJ relations 
between the Centre and the units. Thb m•bs it nece■ary to divide 
1be pmod of about thirty years since the a-rring into eiect of the 
Goftnunent of India Act, 1919! from the 1st April, tm,-to which 
we J1RP01i: to restlict the scope of the smtey in this chapter-into 
time or four periods. It is possn,le to study the outstanding 
ftatmts of the Central and State finances from one period to another. 
'Dlil may indicate some essential characteristics of the ftnanc:es of 
Ille Centre and the States as well as cb,n e s in the relative ftnan­
cial position of States which have a bearinC on the problem of the 
adjustment of ftnantjaJ relations. 

2. Compcuati,,e elasticity of . Centnzl ad State ~.-One 
aspect of central and state finances which is of spec:ia1 interest relates 
1D the comparative elasticity of central and state revenues. The 
fnllowing table gives the revenues collected by the Central and State 
Gaftmments at the l,Pginuing. midclle and end of ~ sixteen-year 
p!l'iad from 1921-22 to 1936-37; during the mst and last years of the 
deew1e of "provincial autonomy" viz., 1937-38 and 1MM7; and for 
the bst four yeus following the attainment of Inct,.pendence and 
the pmitioD of the country.• Except dmillg the mst period, there 
wse sgwficant transfers of revenues from the Centre to the States. 
For pmp.:,ses of the present comparison. these have been included, 
mt m State revenues but in Central re'ftDDeS. 

0 a I• table• gi..-.. ia ~bis repnri fl&urea rela&ias to 1N1-41 haTe beea omitted 
_,. to lhe panilioa of'the eouutry in &be middle or ala. &Denciel .,.__ 

, I 
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CZlmw. AND PROVINCIAL REVENUES SINCE 1921-22 , 

To1aJ Revenue TaxJtc'ftllllC 

Caural Provincial Ccnual Provi.nc:ial 

Rs. Ind.a: Ra. 1,uru: Ra. 
cores aores 

1921-D - '10'S4 100 69·86 100 68·01 101 ss·'3 100 

1929-30 • 97·o8 /.l~ 83·◄s 119 80·09 116 61·1s 110 

1936-37 • 84·01 ]1!) 77•97 112 79· 94 118 s1-23 92 

19l"J·JI 19•6s 100 78·66 100 78· 96 100 ss·n 100 

1944-U • 363·74 107 .177-05 22:i 282·98 JS8 117•66 2U 

1946-.o. 315·63 12, 211 · 82 Z6!J 308·66 391 134·76 215 

,,.....(•) 41,4·92 186·67 364·o8 132•03 

J~. ]91·o6 100 217•14 !00 360•46 100 JS4•31 JI/fl 

J~- 4st·18 JJ.i 234·05 1011 407· 38 IIJ 16a·91 JOG 

l9'J-st • . (i):s.so-37 J.';K (c)2.42·30 112 (6)501 ·28 1:9 (c)169·34 109 

c-r.lR a ,-&dudes provincial con1ributions (1921-22) bur iDdudn sbnc 
m wl jmt dury anip·d 10 the Provinces. clia 

Pr..-itttl ..._,_--K£btcs to all Provinces in British India {aapt Bwma) up10 
1946-47 ad Pan A Swa only thcrcaf'ier. Figures in&l,ulc provincial C11Dtribution1 
(1921-u) • ad,,'6 6) tmllfen from Revenue Reserve Funds. and (ri) receipts from 
&he Caat • ..... iD die proviacial budgeu in respect of a share in iN1WM'-f1111l and ju~ 
dlll}'. suL •· - ,ad pmt5-in-aid including special grants. 

C•) Pauu" ·,a ..-a for 194S.49 are not strictly comparable with lbaec fa; lbe later ,m- c1111c • die wrp:r al ac,mc of the former Indian ~-StatcS in tbr ect;nilli• P'lovinces. 
BBecaeca111w1Ct af• 1tf9'i0is takm as the base year. _ 

(6) Rcmed &ieaets, 

(c),_.__.,..._ 

j 
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3. Tbe figures as between the different pe1:i~ given in _the tab~ 

are not comparable. but the ~lative trends w1~h1n e.ach penod ~~ke . 
interating comparison. Dming the first penod. both Central -and 
Prcmneial revenues rose between· 1921-22 and 1~ and recorded 
• substantial declines in the later part of the period. The main nae 
occumd in tbe first few y~, which marked· the peak of agricuJ. 
tural prices between the world wars, and the later decline was 
aaoc:iatl!III with the depression: some recovery adually took place 
by tbe ·end of the first period. The trends _in central and provincial 
revmues, ·though similar. were disparate in degfte, the variations 
in central revenues being greater than in provincial • revenues. 
·Central tu revenues, however, showed no decJioe during the latter 
part of tbe period. 

4. The greater elasticity of central revenues continueq after the 
redistribution of S<iurces under the Government of India Act, 1935 

' and was strikingly demonstrated in the period _1937-38 to 1946-47, 
when Central revenues expanded more than four-fold as against 
an increase of over two-and-a-half times in Provincial revenues. It 
was, no doubt, inevitable that in the war years and after, under 
in.ftatimwy conditions, the yield from taxation of personal and busi­
ness iuoornes should expand considerably; the ince~tive to develop tax_ 

resoun:rs to the maximum possible extent in order to meet the 
increasing demands of war expenditure and. to mop up the surplus 
purrbasing power was also greater at the Centre than in the Pro. 
vinces. EYen allowing for such increases in revenue as were due 
to new tu measures, however. it would appear that the degree of 
the elasticity of tax revenues in response to changes in general 
econo:mic. conditions was greater ~ the Central than in the Pro­
vincial sphere. The same general conclusion regarding the greater 
elasticity of Central revenues is also brought out by the development 
of Central tu revenues, particularly under custo~ jn the last 
period. 

PROVINCIAL AU'l'OHOMY, w AR AND An'EB 

(1937-38-1946--47) 

. 5. We may now turn to a somewhat fuller analysis of the posi­
tion of the Centre and the States. since the inauguration of "provin• 
cial autonomy" in 1937-38 under the Government of India Act 1935 
the scheme of division of sources of revenue and f .... ~ons 'd 1 ' • 1..:.J.. bs -'"' un er y-
1?g W11aaa was su tantially the same as under the present Co t ·t _ 
t1on. ns I u 

6. CeJllnll Gooemment Fitumces.-The following tabl b .· 
th re1a•=- _.a_ • • e 1 ings out e u~ '-'alll:i m the important revenue and eXJJendit h 
of the Central Government and their altering pattern du ~e e&ds 
decade before partition. rmg the 
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Heads of Rnmue 

-· 
T'ow.RnlNos. 

--
Qa1111m 43•11 

Qmn.l &cisc Duties 7•66 

Taac:mmc::mnc• 14•.58 

Cmpoation Tax . 1•88 

TDES oc IDcomc other than 
Carpor:-tioa Tax• • 12•70 

3•33 

Railways 2-76 

POIU & Telegraphs O• S7 

Heads c:L Expenditure 

1937-38 

C....avau&ARD 

A. Rn 

39•77 '9•22 

)1•14 43•03 

16'•74 130•72 

l3•6J ,1 68!8J 

81•0, t · 61•87 

42•23 10:56 

31•00 s·-to 

10-2,5 5·16 

•e ••• llwe wiped 

1,....,., 

---------------------------
Tam.ltlmlUBEDnmmnrZ 

Ddmcr {Dd) · • • 

Qwi~dirure 

Ori1 Ackrrinkmirioo 

Debt ScrYi,ca· 

, 

86· 61 

47•3.5 

39•2.6 

1""49 

mr7' 

343•49 

w,•37 

136•12, 

• TI■ .... 1Dtaa1 truwcncd 

----- -------
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.ElLPWiiukl 1937-JS TO 1946-47 

~ 
' 

eav. 

--t 
1, I 

lwlim., ,u,1 (1'JT-~- ton) :ihare in T,;I.J 
-~ I ~ <, ,, ,.,,,,,) 

•m-11 1?44·-t.i 174f;..,t7 1?37-3':i 1744-4:; 1946-47 

• • 4- , ... , J-r;, r, .;:J;-!1 100•,;, ,-=n-o 100·0 

I JH·O 32· -! 2•7'i· 7 49· Z I l • !) :z6·o 

l IIIO·O l!J7·7 .-.. ::-~ 2·1 11 · 4 1.2·6 

\ 160·0 113,;.o ,:3i; - ,; 16· 3 49 · I 36·! 

1•-0 41-Ja- .; Jo62·:Z 2 ·2 ~-9 2e~ I 

. I 1,,,., ~·J .JU·:! I .!.·6 ~ -2 rS ·o 
~ 

I 
. , llf·O 1ua-2 Jli · l 3·9 -z:=·6 J · I 

J,0-0 ! I_j!j. -I r9-,· G 3 • .! 9· 6 t ·6 

'." lft·O 17!}.;• i r--0-:--o c·, 3· 0 1· 5 

i , 
1D th,: Pw.iu.:.es. 

i 
I . 
" f 
I 

'C&f'!? I 

\\ .,. hda of E~"vd Sbrc in teal~~ ~ rurc 
IW...JS =- IOt1 (.C:ST <a.L) 

'lrB1-JS 194-.~5 19-&¼7 1-;.J--3$ l ~ HS 1946-.p 

.\ 
•. , oTJ•(J JSS·o JC-C, · 100·0 100·0 

" 
I 

> . 1· + • .\ •. , SJ;-~ -l t.1· 11 5,1 • :" ;9•7 E-0•4 
11 

Uf-1 ?~•.) JJt-1 45-3 !6· J 39 · 0 I· ., 11 

t (1 ·6 
I , __ , !J;:. t J.~1 t I :· l 4·S I 

.l ,., 1t-.:- ' ~11•'1 ;!_,4 · 3 5•1 13 · 1 

cor---,.. 
:tl!>-3 
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7. Cntrol Reuenues.-The indices of yield of individual revenue 

heads as well as their percentage shares of total revenue show that 
~ el~ticity of Central revenues under the impact of war was 
pnmarily due lo the phenomenal expansion of taxes-on income in­
cluding corporation tax and the war time excea profits tax, as well 
as the remarkable increase in receipts from oommercial departments 
-Railways and Posts and Telegraphs. There was also the compara­
tively more moderate, but·by itself considerable, increase in receipts 
from excise duties, which became much more broad-based during this 
period. Customs revenue declined during the war yt!ars owing to the 
fall in imports. In 1946-47 Central revenues were maintained at or 
around the high levels reached in 1944-45 and 1945-46, but t~eir 
composition underwent significant alterations. Customs revenue in 
1946-47 was more than double that in 1944-45; the yield from excise 
duties maintained its upward course; taxes on income and corpora­
tion tax declined with the removal of excess profits tax; and the :net 
contnl>ution of Railways and Posts and Telegraphs to Central reve- . 
nues fell steeply, particularly the receipts from railways. 

8. Important changes in the proportion of total revenues repre0 

-sented by the main heads of Central revenues, during the period, 
may be noted: customs lost its old position as the mainstay, except 
in times of war,. of C~ntral revenues, and its share dropped from 
about one-half of the total to a bare one-eighth by 1944-45 and re­
wvaed to a little above on~uarter in 1946-4'1 . . Central excise 
duties steadily gained .ground and by 1946-47 were half as high as 
♦1stc-ms Taxes on income took the pre-war place of customs in 
relation to the total Central revenues, becoming one-half of the total 
n urnUeS at the end of the war, and· still remained about two-fifths 
of the total in 1946-47. 

9. Centml E:rpendituTe.-The figures relating to expenditure show 
a greater relative increase than in revenue up to 1944-45 due to the 
war. which resulted in hea,ry defici1,s amounting ~ all to Rs. 481·5 
crores for the y.ears 1939-40 to 1944-45. ·The annual revenue deficit 
was the largest in 1943-44, al Rs. 189·9 crores; it was Rs. 160·6 crores 
in 1M4-45 and Rs. 123•4 crores in 1945-46. By 1946-4'1, with revenues 
remaining steady around the 1944-45 3nd 194.5-46 levels, a near balance 
llietwem revenue and expenditure was attained owing to the marked 
redr,d:ion in defencr expenditure, though expenditure on civil ad­
ministration and debt services rose. Even in 1.946-4'1, there would have 
been a deficit of Rs. 29·3 crores but for the transfer to revenue of 
Rs. 21·7 crores from the War Risks lnsura~ Fund. 

JO. Provincial Finances : Trans/ er of relOl&n:a to States.-While 
the Centre incurred heavy deftci ts in the war period, most of the . 
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P.-ovinces h.t surpluses and built up reserves. This comfortable posi­
tion was due JarweJy to the buoyancy of rev enues, with only mode­
rate h■ct.llRS in expenditure. Larger receipts through share of 
income-tax mnforced provincial revenues, total income-tax receipts • 
of the Paowinc.d from ibe Centre being Rs. 132·7 cr ores in the peri~ 
1937-38 to 1.Ml-47. }J against only Rs. 1-~ crores in 1937-38, the 
provincial abare of income-tax in 1946-47 amounted to nearly Rs. 30 
crores. Tbaugb income--tax receipts in 1946-47 were lea tJlan in 
1944-4.5 and l.M5-46, the provincial share itself was somewhat larger 
due to the amalgamation of Central surcharges with basic rates in 
1946-47. With the decline in the yield ·from the jute export duty in 
war Ye.aQ; the Provinces' share was reduced from Rs. 2-fi5 crores in 
1937-38 to Rs. 1·38 crores in 1943-44 but increased to Rs. 2·87 crores 
in 1~; total provincial receipts from this head for the period 
amounted to Rs. .20-2 crores. Subventions to certain P:to•inces under 
the Niemeyer award amoUDted to Rs. 25·8 crores. Thus, in this ten­
year period, through devolution of income-tax and jute duty and 
subventions under section 142 of the Government of India Act, the 
Provinces ieceived a total sum of Rs. 178·7 crores, which formed 
12·3 per cent of total provincial revenues for the period The 
percentage of receipts under these three heads to the tot.al revenu 
of e ach P-rovmce in the ten-year period as a whole was as follows :~ 

North-West Frontier Province 

Orissa 
Bengal 

Bibar 

Asam 

Smd 

Bombay 

United Provinces 

Central Provinces 

Madras 
Punjab 

Per cent 

48-0 

27-0 

18·9 

16-7 

15-6 

15-2 

11·7 

10·3 

9·2 

6-7 

This trander of revenues formed 5·4 
the Centre ca an aw.riaae d----- th8 •3 per cent of the -- f 

---o -u..g e 10-y . •~•cuUes 0 
11. Pn,o,i..W D~ ear Period. 

~ua.-The r,-11 • 
results for all Provinces uuowing table • · 
'and 194M7 sbotts at a ~~~n~ selected years g~::~~~:~!>,.~~~ 
revenue • wen as their sh growth of iJn "'-- ._.., .rrs-w 

are of the aggregat po. -ut heads o£ . 
e revenue. 

-
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TOTAL REvEN1Jrl (a) • 

Land Re,·enue . 

Provincial Excise 

Stamps 

Registration 

SaJes Tu: 

Forests 

Irrigation 

Devolution of Revenue and Grants 
from the Centre . 

I.ocomc-tax Share assigned 
to Provinces 

Shue of Jute Duty assigned 
to Provinces 

Grants-in-aid from Centre • 

. 36 

1937-38 

I·IS 

2.• Br 

7·02 

1944--4s 

213-7' 

31 -:is 

44·81 

15·62 

:i-45 

6· 60 

:x;-33 

13-89 

36·7'4 

I• 2,S 

2•65 

3•u 

(a) Exduding transfers from Revenue Reserve FIIDlk. 

2£·.ss 

1•49 . 

S·70(b) 

P'ROV11'ClAL 

1937-38 TO 

1946-.47 

2.46: 16 

30·96 

5::i ·oo 

l~•S6 

:;•o:7-
, . 

y•7I 

H•µ 

13·rs 

48•30 

25•87 

z ·S,, 

15• 5~(c} 

(b) lDdudiog Rs. 7 crorcs rcc:cived by Boop) • apc:cial grmt for famine relict: 
(c) Including subventions from the Ccntnl Go,wt for pest-war dcvdopnent of 

Rs. 1:;• 86 crore!. 
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1# 

100 

.DI 

I H 

.li>Q 

111J 
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Bl 

1M 

1941·4S 

a.JO 

119 

JlJ 

l,16 

%13 

'3!) 

lJ!} 

523 

21.11 

$6 

r16 

37·'" . 
::. 

194~47 1937-38 

2.57 IOQ-~ , 

lll 30•3 

JoZ I6·8 

JU u·s 
l6jl 1•3 

.#J-1 3•~ 

U l 10 • 9 

6SS 8·2 

~,,, 
108 

l9S 

•. . 

1944-45 1946--47 

J CI) • :) 100·0 . 

14 · 6 12·5 

lt•O ll • I 

7 · 3 1· 'J 

I · I I• l 

3-1 3•9 

5·8 4· 6 

6 .5 5-3 

I7• 2 19· 6 
I 

I • 5 · U · 4 u ·x 

3• I 0·7 1• l 

3•5 4- r 6•3 

f 
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12. Belween 1937--38 and 1946-47, while total prorincial revenue 
iar.re1•d from Rs. 85·7 crores to Rs. 246·3 crores. central assistance 
uada' income-tax, share of jute duty and subventiom went up from ~ 
Br.. T awes to Rs. 34 •• crores. In 1945-46, a polic:J of liberal assls- 1 

tam ID Provinces (or post-war development Khenes was initiated 
and cmtral assistant:e on this account actually bepn to Uow from 
JNM.T; in that ye~t", central grants for Grow More Food and post-
war cleR:opment schemes were Rs. 3-24 crores and Rs. 13-iJ cror~ 
xespectiftly; both were debited to the capital account of the Centre. 
lludl the largest part of these post-war developnent grants has, 
bulk.ca, been taken to revenue by the Provinces.. In addition, in 
the ,et.rs 19§-44, .19"--45 and 1945-46, special assistance of Rs. 3 
mes. Bs. 7 crores and Rs. 8 crores, respectively was given by the 
Cmtre to Bengal to meet part of the expenditure in connection with 
tbr mnine Thus, central assistance was an important contributory 
factor in the increase in provincial revenues. 

13. 'lbe elasticity of certain provincial· heads of revenµe, such ciS 

eniR., and the Provinces' action, in response to the Central Govern­
ment's advice, in imposing additional taxation also played their 
part in the improvement of .provincial finances. The rates of existing 
URS were raised and new sources of revenue, like the general sales 
tu. entertainments tax and agrjcul tural income-tu were tapped 
.tlll!ft they were not already in use. Of the main provincial heads, 
acise and forests showed the largest increase, while land revenue 
illld irrigation did not expand significantly; excise became the largest 
mp bead of provincial revenue, contributing over one-fiftli, while 
land R'ftm1e dropped during· the ten years from about one-third of 
tDlal prol'incial revenues in 1937-38 to only one-eighth in 1946-47. 

14.. At this stage we may take a summary g:ance at the relative 
Jesil-e of the principal heads of revenue of the Central and State 
Ga • w1eLii as part of the total revenues as well as the tax. 
1cuw of the Centre and States taken together. The 'table below, 
nidl gnes the figures for 1937-38, 1944-45 and l!HM7, shows the 
hasie changes in the pattern of total revenue as wen as tax revenue_ 
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TUQCIII~ 

...... Camm . 
C,cntraJ &:im . 

Prorincial &:::iltl 

Land .Rcwmc 

Stamps . 

Sales Tu. 

Farcsts 

Irriprian . 
,, 

39 
Pam AL ~ Of ~ 

(~ntral and ProvincW) 
A.-Tofal lut,mue 

,m-3' f~4J 

... r,, e. ... Ra. ,., ,,,, 
a.a aora 

1'4• JI JC() 537·03 
,,. 

15·13 ,., 192· 21 J.:· I 

45·76 21-, .Cl •:z6 7·7 

7·66 1-'1 38 • 4 ;· 7 

t.t·sl 8-~ 45-55 l-; 

:z6·56 g .z 31-57 .i·J 

U·oS C· i r6· .;.! ~-1 

S·:-4 J·i 

2-gS I ·S ?Z · ,40 '!-J 

9·n ~-j 13·90 '!·S 

.!ll ~ an fiJr U!?il ,·ided !Ddia. 
• Incladm Agric,aaural !occm,,.:ai. 

1946-47 

1.6- , .. ,..., 
aCllt:I 

~ -ft'; JH 

16a·c5 111 

,i-09 IC ·Z 

.o·CJ j · ~ 
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Jl · :?j ~- . 
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TGlal Tu Revenue 

Ta,;:, o:i Tn:J:n: 

Cmto:ns . 
_ccnuat'ExciS'!S 

Pr.ninc:ial Excises 

Land RCftDUC . 
S1mip; 

Sales T~. 

. • 
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P RINCIPAL Huns OF REvEMUZ-(contd.) 

B.-Ta.x Revenue 

1937-3S IM,4-4.5 

Rs. Ra. 

1946-47 

RI. 
aorcs Pere-a~ aara P•reelllaores P•r,,.,_., 

--
134·05 100 ~-64 1,0 443·41 100 

15•83 11•8 192·21 41·0 162·05 a,-a 
45•76 31•1 41·36 10•! 92•09 !0•8 

I• r66 ~-7 3S·14 9·5 43·03 9·1 

14·58 10·9 4s·ss Il·I s2·9s 11·9 

26 •ss 19·8 31·57 1-, 31·25 1•0 

n·os 8·2 16·41 1·1 20·61 4·6 

8·74 2·! 13·31 3·0 

All figures arc for undivided lndiL 
• Includes Agricultural Jnmrne-tu. 

"T 

~ 

.. 
.. 
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15. Taxes on income, by far the most elastic of the principal hea<ls 

during the period, advanced from one-ninth of total lax revenue in 
193'1-38 to over one-third in · 1946-47; customs fell from its pre-war 
eminence, receding from 34 to 21 per cent. In 1937--18, apart from 
customs, land revenue was more important. than any other sing·~ 
tax head; by 1946-47 it had become relatively unimportant, its share 
in total tax reve-nue having fallen from 19·8 per cent to 7 per cent. 
Central excises continued to expand throughout the period, whHe 
the potentially important head of sales tax had, by the end c,f the 
war, entered the picture. With the g'rowlh of taxation of income, 
the tax structure became less regressive than it was l>efore the war. 

16. Provincial Expenditure.-The expenditure pattern of the 
Provinces during the period is brought out in lhc folJmving table. 

I 



PROVINCW. E:alNDlTURE 

Expenditure CR• . ..,.,) 

1937-38 1944•4S 1946-47 

TOIII llnmue Ezptnditurc (o) 83·11 180·36 - 234·82 

Dim:t Dnnmd1 OD Revaiue 8·s4 17•40 19·51 
Ddlc Services (b) 7·44 10·46 10·36 
Ioisw-e(c) 0•96 4·25 4•2.4 

Adaiaistnti ve Services 28·01 43·o6 63·60 

GcoeraJ Administnlion 10·32 13·27 2r-2r 

Police 10·83 19·12 30·14 

Sacw Scrvia:s . 19·55 34· 62 s2·87 

Medical and Public Health 5·18 9·69 1s·35 

Ediation n·67 16·42 24·59 

QrilWam 8·18 11·45 18·o8 · 

Milll'Olnenm (4) 8·96 27•29 · 30·83 

&rl•dinary charges (t) . 0·03 21· 88 22·49 

(c) F:ctadin1 rnnsfen to Revenue RtSCrVe Funds. 
, 

I 
(5) Iadudin1 int~t on capital in respect of irrigaticn, dearicitJ sdlemes, other 
W &dadiag intemt charges included under Debt Scrvica. 

(41) bldudcs Famine Relief, Superannuation Allowances and Pcmiom, Statioaciy 
c., ladadcs dm'£'S incuncd as a di~ct result of war, cstablisl:mmt a price conuoJ 

schemes of State Trading", etc. . 
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1937-311 m 1946-47 

r 

19JHII 1~4S 1946-47 1937-38 1944-45 1~6-47 

- 111 213 100·0 JOO•0 100· 0 

,. ZOI 219 10· 3 9·6 8·3 - Ul 139 9·0 s·-s 4·4 

1• ,UJ l.JJ 1·2 2 -4 1·8 

111 1$.J. H7 33·7 23· 9 27 · 1 

111 129 ZOI 12•4 7·4 9·0 ,,. 171 273 13· 0 10·6 12·& - 171 270 .23· 5 19 · 2 :?:? • 5 

IM 181 JOO 6 · 2 5·4 6-s 

1,0 1-il 210 14· 0 9· 1 10· 5 ,. 1;0 ·2!1 9·8 6· 3 1·1 

·• -10-i 3.;J 10·8 15·1 13·1 ... 
I :?.· 1 9·6 

Gow11■ 11 Oimmercial Departments and undertakings~ forests, nc.. 

and Pmlliac. Coatributions,. ~ on acxounr of War Risks (Goods) Jmwancc Sc~e, etc. 
and odlil:r macrol agencies, amount inmfcncd from .. 85-A-C.apilal oatJay on provincial 
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17. E:w:c".uding transfers lo r v nu reserw fu t ~ lncreue in 
_ pt'O\'iru~ial rxpendilure va nutlltt than t.M itt1w in nvenul!: 

between l93i --38 and 1944-45, while revenue 1ffllt • p by 150 per ent 
<!:~pN,diture rose by 117 per cent. Most of th~ Pre,,' ces had sur­
pht:cs , -hich were largely tramf rred lo reRl"ftS .r. pos -wa r~ 
ronstruchon ancl development. The ProviDC'll!II • 1D1f!U1er bad a sur­
plus of &. 33·4 .cr~rc in 1944-45 and of Ra. 11-t t:IWft in 10-48-4'i. 
The increase in expenditure wes, among other t.llinp. due to addi­
tional bunfons in respect of police measuns, operatiou•af food and 
ether ('Ontrols, payment of dearness end other aUowances, larger 
pro,;sion for reduction of debi, and increased 6penditnre on social 
services. There was a progressive strengtbfflin& of intnna: security 
meaSures during th<? war years; the expenditure met from provin­
cial revenues in respect of police increased from Ra. 10-8 crores in 
l93i-35 to Rs. 19·1 crores in 1944-45 and Rs. 30-1 c:nrres in 1946-47. 
Expenciihrre on administrative services as a whole was Rs. Z3 crores 
Rs.. 43·1 crores and Rs. 63-6 crores in the three Jnl'S. r~pecti'ttiy, 
their share of total expenditure, however, c.fedinmc from 3J-7 per 
cent in 1937-38 to 23-9 per cent in 19-M-fS aDd ming again u,. 
2i-l per cent in 1946-47. Expenditure on social Rltic:es also rose in 
th:s period and was Rs. 19·6 crores, Rs. M-6 acxea---- a:id Rs. 52·9 
crores in the three years, respectively, but its share ~ total expen­
diture de~ned from 23·5 per cent in 1937-38 to lJ-2 per cent in 
1944-45 and recovered to 22·5 per cent in lM&-41. Doring the war 
years, expenditure under "Miscellaneous" ud "Extraordinary 
Charges·• increased considerably from 10·8 per cat in 1937-38 to 
27-2 per cent in 1944-45 and formed :p-7 per cat of the total expen­
diture in 1946-47. 

18. The balances of the individual ProviDcel ia the post-war re­
constroclion or revenue reserve funds as at the mil of March 19'l7 
were:-

(hi crwa of rupee.,) 

Madras 28-57 

Bombay lt-80 

United Provinces 11·95 

Central Provinces 8·33 

Bihar 1·27 

Punjab 2-30 

Auam 1·03 

~pl 
Orili■ 

., 
SiDd 4.33 .. 
North-West Frontier Province 

.... 

.. , 

~ 



1 

~ , 
I 

! 

-., I • 
I 

I 

. I 
I 
' ~ l 

• I 
I 
I 

45 
Famine affected the finances . of Bengal considerably in this period 
and, in spite of special grants amounting to Rs. 18 crores from the 
Centre, at the end of 1946-47, Bengal had 2 minus baJance of P.s. 5 
crores.. Orissa. with its exiguous resources. had no accumula,ted 

TH.£ PARflTION, MncER A.ND l.NTWRATJOK OF STam 
1C47--48 TO 1949-50 

19. The three years that followed the adftllt of Independence 
witnessed a transformation in the political, economic and .financial 
background. 'The partilion divided three Provinces while large 
areas comprised in the former Indian Stales -.w;e.e merged with Pro­
vinces or formed into new political units as Part Band Part C Slat.es. 
The developments during these yellrs added appreciably to CentTal 
expenditure. After Independence, defence involved additional com­
mit:nents. Besides, Independence gave a rutunl stimulus to ex­
pansiou of social services and called for 'large additional outlays on 
nation-building activities. while the deficit position of the country 
in regard to food in an inflationary context rend~d necessary the 
continuance of subsidies on foodgrains. 

20. CentraL F"mances.-Central finances in this period bear the 
~ of all these events. Defence expenditure, lower than 
during war time, was still high and civil expenditure continued to 
increase. Revenue also re~ained high; rates of income-ta."'< were 
farther raised in 1947-48 before partition; the war time increases 
u:nde- Central excise were maintained and new excise dutie.o; were 
.levied; higher rates of certain export duties and the beneficial effects 
of devaluation on external trade helped w raise customs revenue. 
The accounts for 1947-48 (post-partition). 1948-49 and 1949-50 
showed surpluses of Rs. 44-5 crores, Rs. 50-8 crores and Rs. 33·3 
crores, respei:tively. 

21. Prooincial .Ffflance:,.-In several Provinces, particularly the 
div:ded Provinces, the pressure of events following partition was felt 
in respect of general administration and security services. The ex­
pansion of State_ activities following Ind~ndcnce, the increnscd 
outlay on social services. the revision of sc-Mes a( pay ~ allowan~es 
and th_e continuance of food controls and subsidies, largely con\n­
bated to the increase in provincial expenditure in this period. 

22.. The Central Government, impc]cd by fears of a post-war re­
as;ion as well as by the necessity for mnking up U1e large leewa}' in 
~mic· develo~ment bad, towards the end of the war, invited 

~ the Provincial Governments to formulate plans of post-war reccns­
buction and development. Toward financing llus development, the 
Centre extended liberal financial assistance.. A development pre>­
gramme of considernble dimensions was thus ueady under way 
when partition struck at the country's economy. Soon after the 
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attainment of Independence, many Provincial Goftmments em­
barked on projects to establish industrial, eledrieity, road trans­
port and other enterprises under public ownership.. Economic de­
rontrol came shortly after partition and the infta~ry upsurge 
of prices that foJJowed. in its wake Jed the Centre to reduce its 
assistance to the Provinces. Post-war development grants were 
stopped from 1950-51, except for "Grow More Food" and for certain 
special scheme.;. This imposed some strain on the finances of such 
Provinces as could not. contract their commitments in respect of 
development. The development grants received by the Provinces 
from the Centre between the 15th August 1947 and 31st March 19~ 
.amounted to Rs. 38·3 crores. 

I 

23. Provincial revenues maintained their buoyancy throughout 
the period and expanded steadily. A principal constituent of these 
revenues was the Provinces•· share in the divisible pool of income­
tax, which increased from about Rs. 29·9 crores in 1~7 to Rs. 41·8 
-crores in 1948-49 and Rs. 45·7 crores in !949-50. As regards provincial 
heads of revenue, the pol icy of prohibition resulted in loss of revenue 
1o some Governments, particularly Madras and Bombay, but this 
was more than made up by additional receipts from fresh tantion, 
chiefly from the general sales tax. • The increases in provincial 
taxation were particularly marked in the three years 1947-48 to 
1949-50. The rates of existing taxes like the entertainment and 
betting taxes, the tax on motor spirit, excise duties, electricity duties 
and the motor vehicles tax, were increased and new taxes such as the 
sales tax and the ag'ricul tural income-tax were introduced. 

24. During each of the three years under review, provincial 
revenue as a whole was in excess of expenditure; the «.-ombined sur­
plus in 1949-50 was Rs. 5·3 crores. Taking the Provinces individu­
ally, Bihar, Madhya Pradesh and West Bengal showed sizeab:e sur­
pluses; the budgets of ,l\ssam, Bombay, Madras and Punja}:; had 
either small surpluses or smaJI de6cits; Uttar Pradesh and Orissa 
showed fairly large deficits. To meet the difficulties created for 
Punjab after partition, special grants were made; Rs. 100 lakhs were 
paid in 1947-48 and Rs. 175 lakhs each in 1948-49 and 1949-50. Ad 
hoc grants of Rs. 40 lakhs in 1947-48 and Rs. 50 iakhs each in 1948--49 
a nd 1949-50 were also made to West Bengal 

THE CURRENT FINANCIAL Scllu 
25. With the completion of mergers and federal financial integ­

ra'Jon of the former Indian State~. it has become pmsible for the 
. fin t.time to form a picture of the finances of all the States of India. 
We can now take a view of Central and State finances together as 
well as in relation to each other so as to approach the specific 
p::-oYe:ns referred to us in the perspective of the cim'ent financial 
scene. 
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26. Ceatnal Finances.-Tbe following table brings together 
salient facts of Central revenue and expenditure since 1950-Sl. 

the 

TotalRC'IIICIIDC 

Taxes oa Inaimc (a) . 

Customs . 

CenMI Emsc Duties 

~ and Mint . 

ExPENl>lTURE OF THE CENTRAL GoVBRNMENT 
1950-51 TO 1952-53 

A-Revenue 

19s0-sr 1951-sz 1;s2-n 
(Revised ( udgcr 
EstimatcS) Estimatc,s) 

---
Rs. r.... co •11 Rs. Pu~ R,.- p,r Ctlll! 

cr.,rcs crores Cl'OttS 

. 410·66 ](J() 497 •67 JDD ◄04·98 100 

125·71 30•6 122·30 t.;- ts 104· 16 i 5 •7 

1s1· 1s 38·3 232•00 .Jli· G 16s·oo .JO·r 

67•54 J(j,.J 84 · 30 1(1·9 86· 00 21·2 

12·27 ,1·0 11 · 3 1 2 ·3 10· 39 :! · tJ 

Rail..,. (aer cxmribution) . 6·50 .1· G 7 · 34 1 • ,I 7'65 1 · 9 

Posts & T degnpha (nelj 

'; 

Total F■1• wdi1u1e 

DiJ'Cd llDa ... +ils 

DcbtSawicta(6) 

CirilAdWniftr#i,., . 

CiyjJ wad:a"' . 

.Dclc:ace &mas (per) 

Gnaa•Sla:sc,t). 

3•98 1 ·0 3·87 O·S 

B .-E.xpenditure 

1950-51 1951-52 
(Revised 

Estimnr~) 

Rs. P•r cant Rs. Per cent 
crorcs aorcs 

351 ·44 100 405·06 100 

.12· 50 :J•IJ 16·95 ,;-2 

4◄ " 22 12•0 46· 84 11· 6 

41· 8o 13•9 56· 66 , .. -o 
10· 38 3•() 13·2.s 3 - .J 

164· 13 ./IJ • 1 181·24 .;.;-7 

JS·s8 ,., 18· 07 I·~ 

1 · 16 O· J 

1952-53 
(Budget 

Esrim1ucs) 

Rs. P11r cent 
aorn 

,tOI • 25 100 

15· 76 J. !) 

48·24 12·0 

ss·98 i ;-o 

14· 96 J · 7 

197·95 49 · 3 

~ -27 S· l 

• ◄ 

I 
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27. The large surpluses in 1950-51 and 1151.-62 we.re due mainly lo 
the temporary rise of revenue under custams and parUy to in­
creases in taxation effected in 1951-52 with a view to securing a 
ttffnue surplus to finance part of the capital programme. The full 
impact on custom!; revenue of the post-Korean inflationary boom 
and of the increases efiected in import and e.c:port duties during th~ 
coune of 1950-51 was felt in 1951-52. Customs n!9ellue increased from 
Rs. 157 • 2 crores in 1950-51 to Rs. 232 crores in 1151-62. but, with the 
reduction or abolition of export duties on a number of items, is 
estimated at Rs. 165 crores for 1952-53: at this figure it forms 40-7 
per cent of total Central revenue compared to 49·8 per cent • in 
1937-38 and 38·3 per cent in 1950-51. The revenue from Central 
excise duties shows a steady increase each year, but ta;ces oo income 
are c:-cpected to decline in 1952-53 as compared wiU1 the two previous 
years. No addiUona~ taxation was propmecl in the budget for 
1952-5.l On the expenditure side, there is some rise in expenditure 
on defence. While small variations are anticipated under other 
heads of civil expenditure in 1952-53, the main decrease is in respect 
of food subsidies. 

28. St.ate Finances.-The following table gives the combined 
picture of the revenue of the sixteen Part A and Part B States. 
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PRINCIPAL Huns o F ST/ITE Rnlm1E 

·T.calRnc:nae 

I.audltnamc . . 

Sab'I'a:s(T,) . 
~lm:ise 

Saimpe 

~ 

Jmptian 

lu1z:r-&aJe T.rtmit Duties 

Dt..alldm at Revenue mid 
Glmll fi'CIIII the O:ntre 

~ share . 
Gram in lieu of Jute 

DatJ share 

OtlJer-Gnota_ 

1950-51 1952-53 
(.Dudg,:1 

Eatlmltel) 

Ra. P ,r Cffll Ra. p ,.,. _, Ra. P • e,m 

aorn croret croret 

• 38a·90 100 4o6•66 ,,, 
415·99 100 

. 49•59 13•0 50•74 JI•~ 60•90 (o) ,,., 

. 59•6.2 .15•(J 59'SS 14·1 59·10 U •2 

. .f7"34 JZ• ,1 48·93 11·1 47'$4 11·1 

22•17 5·3 22·36 S•,j ll•9J 6•5 

19·21 5·0 21•15 S•2 20·14 1·8 

7•38 I·P 8•40 f•J 8•17 2·0 

9·31 !•4 
8 · 8.s 

! •2 6·38 l·'I 

66·41 l'/·4 76•30 18•1 74:o6 17· '1 

-t7•68 12•6 s2·6o 11·9 50·80 12•i 

1· 85 0·5 1•8J 1•5 1·85 O· I 

16•88 ,., a1·IJ ,., :.11•41 S•l 

Jkmmc and Expenditure a cJudc 1,an1fcn from/to Raawe Rcscm: Punch. 
C•) Ioc:ludel J{a. s· u crorca u • result ol abolition of Z-1.odui In Utw Pndrth. 
(J) hdude General Sales Tu and Tax on aaJc of motGr 1plri1. 

0 

' ' 1 

. I 
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29. The total revenue of all the States, allowing for transfers 
from revenue reserves and including the addition to revenue anti-
cipated from lax proposals in lhe budgets for 1952-63, is Rs. 382·9 ... 
crores. Rs. 406•7 crores and Rs. 416 crores in 1950-61, 1951-52 and 
1952-53 respectively. Total expenditure in the respective year.;; is 
Rs. 380-6 crores, Rs. 401 ·7 crores and Rs. 435·3 crores, leaving sur-
plmes of Rs. 2·29 crores and Rs. 4·93 crores in 1950-51 and 1951-52 
and a deficit of Rs. 19·3 crores in 1952-53. 

30. Transfer of resources to States.-The Stat.es' share of income-­
tu, grants under Articles 273 and 275 and "revenue gap grants" 
amount to a total of Rs. 62·4 crores in 1950-51 and Rs. 70•8 crores -in 
1951-52, forming 16·3 per cent and 17•4 per cent respectively, of 
the tot.al State revenues in the two years. The share of Part B 
States at Rs. 11 ·6 crores, mostly in "revenue gap grants", forms 
11-4 per cent of their revenue, and of Part A States, at Rs. 59·2 
crores, is 19-4 per cent of their revenue for 1951-52. The total devo­
lution of revenue and grants-in-aid to States formed 13·6 per cent 
and 12·8 per cent of Central revenues in 1950-51 and 1951-ij2 respec­
tively. Details of resources transferred to the States are given in 
tables 9 and 10 of Appendix IX. 

3L State revenues.-In 1950-51 and 1951-52 the States did not 
resort to any important additional taxation. Ii1 the current year, 
however, several States have taken action with a view to increasing 
their resources through additional ·taxation. Some additional 
revenue from new taxes and increases in existing taxes is expected 
in Bombay, Madras, Uttar Pradesh, Punjab, Hyderabad and a few 
other States. Among the measures of additional taxation taken or 
tont.emplated are the adoption of multi-point general sales tax · in 
place of single point tax, enhancement of sales tax on motor spirit, 
increase in rates of motor vehicles taxation, levy of surcharges on 
land revenu~ and bus passenger fares, etC-

32. . ';raking all the ~tates together, on the basis of 1951-52 figures~ 
sales tues (including the tax on motor spirit) emerge as the most 
important single head of revenue for the States. followed as a close 
second by income-tax (i.e. the share of Central income-tax, and 
agricultural income-tax). Land revenue and exrise are of about 
equal importance, each somewhat less than sales tues and income­
tu- The percentage shares of sales tar. income-tu, land 
revmue and excise in the aggregate rnmue of all State 
revenues ar~ 14-6, 14, 12-5 and 12 respectively. Total 'WC revenue 
J2ised by the States forms 56•4 per cent of their total revenue~ income­
tax receipts from the Centre 12·9 per cent and Central subventions 
and grants of aJl kinds 5·8 per cent. 

33. Comparative Revenue Pattern of Pan A and B Statea.-The 
revenue pattern has important differences as between Part A and 
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Part B States. For Part A States, income-tax and the sales tax are 
the IDOlt important sources of revenue, followed by land revenue. 
and adle. For Bombay and Madras, the sales tu is the largest 
sing)e l'eftDUe item. On the other hand, land ttYeDUe and excise 
are the mainstay of the finances of Part B States. these together 
forming 35-8 per cent of their total revenue for 19151-& as against 
20·8 per cent for Part A States. Excise is the Jarpst ringle source 
of JefEiiii: for Hyderabad, Mysore and the Patiala and East 
Punjab States Union, sales tax lar Travanco~ while land 
revenue occupies a similar place in the revenue systems of the other 
three Pan B States. Inter~te transit duties, wmdl are to be re­
placed by sales tax and other measures, yield si?PabJe 'teftllUeS for 
Hycferabad. Rajasthan and Madhya Bhara't, am--odiog to Rs. 8-7 
crores :in 1950-51 and 8·5 Ctores in 1951-52. The total yield from the 
sales tax for all Part B Stat.es is Rs. 71 crores; this source is yet to 
be developed, particularly in Rajastban, Madhya Bharat and 
Sau:rasb.tra. Among Part B States, only Travancore-Cochin derives 
an apprec::iable ·revenue from agricultural income-tax !lhicll over a 
large part of the State is integrated with the land revenue system. 

M. State E:penditure.-We now turn to an examination o:f the 
pattern of apenditure in the States. The following'table shows the 
principal heads of State expenditure and their share of total ex­
pen~ in the three years 1950-51, 1951-52 and l~-53. 
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Ra.ama p,,,,., 

Tacal Rmsiue Elpmdimre 384·'1 lH 

Cost oCTax Collection µ ·_16 l ·S 

hrip6on •·n ,., 
Debt Scmm (o) 14·• J·I 

Admiailtrltive Scrvioes IOO•lo ,,., 
Polic:c si·Bo IJ-5 

GCDCnl Admlnittration 31·23 8· 1 

Soc:ill Semas lI2'07 19·1 

Edmrian 57·91 ts•l 

Medial md Public Health 26·10 1·6 

Qril Wom 4D"9f 10·1 

" Adm:iniatrativc Services" include GcnenJ Afhi-w,...., Adminiltmiaa of'Jurtia:, 
• Social Services " include Scientific Dg,utmclm. &\w •riw,· Mcdlc:aJ, Public Health, 
(a) Indodiog interest on aplral in rcspccl f6 irrpJa. f'Jcctricity ac:llc:mcs, other 
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JS·So 

12•::a, 

r,-i,-

106-09 

a6·l6 

4]"02 

53·7I 

33·84 

6o·18 

28·88 

,., 
J·l 

,., 
U·l 

29· (} 

10-1 

13·4 

8·1 

l .S·O 

7·2 

~3 

~ J!ltinlrlra) 

.R.. c:nm=: p,, UIII 

437· 8Q LIO 

39·31 , .o 

u·86 J•7 

2l .. i9 S·O 

104-~ !J·9 

sz-,o 

D."7I 

I28·92 23·1 

67-oz 

31-26 

56·29 !Z· I 

}Iii md Camr::t Srtrle1c ,:,, Po&:~ Pens and PiaaF-
AII" allmP • y ami ~ 
Gu-a u:milmC[lc:ial DeparclcntS md mi~ ilmD, cu:. 

IZ·O 

7·1 

IS· J 

i·I 
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35. The foregoing figures of exp en d it ure indicate that expenditure 

• IIOCial services is somewhat larger than on administrative services; 
education and police each accounts for about one--half of the expen­
ditun? in respect of these two categories of services ftSP!Ctively. A 
ftference to table 7 of Append.ix IX will indicate that while admi­
nistrative SttVices represent a somewhat larger sb8R of expenditure 
in Part A Stat.es than· in Part B States, the share of tax collection 
00Sls is more in Par t B States. The percentage share ot administra­
tive services in total expenditure is relatively high f.or Saurashtra, 
Punjab, Patiala and East Punjab States Union and Bajast.Jian, while 
in respect of social services, Mysore has the highest percentage 
share of all. 

36. General pictur e of Public Revenue.-The follawing table gives 
the composition of the combined Central and State revenue according 
to main heads. 

PRINCIPAL HEADS OF REvEN1JE -
(Central and State) 

A .-Total Revenue 

1950-51 19s1-s2 195~-53 

Rs. Per ecftl Ra. p.,aa, Rs. P• en, 
crores CICll'CS acres 

Taul Revenue 755·08 100 863·83 u, 781• 14 JOO 

&, 
Taca on Income• . 177· 31 23·5 179·39 --• 158·98 ,,., 
Oastaau . 157• 15 20 -& 2 32-00 ,.., 165•00 11·1 

Ceatnl Excise 67•54 8•4 8'·30 •·• 16·00 11·0 

Slale Exdse 49•40 O•S ,o·M S•J 47·61 6·1 

Laad Reftnuc sr·s9 6·& n·1• 
l • I 61·63 7·9 

s.....,. 23•94 J•! 2f•J9 ~-, 2.4•u J •J .... :n-54 a -1 33"'8 ~-, 21-17 2-, 

$ab Ta. ss·.P 7-J SZ-4S 1·1 52•72 6•1 

lalu Slate Trani.it Dutita . 9·31 J· Z •·•s 1-, 6·88 ,., 
hripdcia. 7•4o 1· 0 ·1•-41 J•l 1°28 J•I 

• Including Agrioultural Jr _, ... as. 
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B.-TAX REVEffl.JB ·~ 

'f 

19so-s1 1951-52 19s2-n 

p,, e,M R,. Pt, cim 
Rs. Pnoefll .RI. 

ao1ff aom crorc. 

730·61 
,,, 646·.Js JOO 

Total Ta Rnenue 629•48 JOO 

28· 2 179•39 
,,., 158·98 i,1 · 6 

Tacl m Income- . 177·31 

1S7"15 2S·O 232· 00 Jl•7 165·00 t 5· J 

Cmtnl&cilt 67·54 10· 7 84•30 ll·S 86·00 13 -J 

Sta1eb:i1e 49·40 7•S 50·94 1·0 47·61 7·4 

Lmlllaame . 51•59 S -2 53· 14 1-, 61-63 !)- ~ 

Stampa 23·94 3· 8 24• 19 J·J 14· 12 J-1 . -
Sales Ta . 55·42 S·S s2·4s 7·2 52-72 ~• 2 

Inter-State TDDlit Duties . 9 · 31 1·5 8·Ss 1·2 6·88 1· 1 

• Including Agricultwal lncomc--tu. 
37. The combined revenue of Central and State Governments 

increased from Rs. 755 crores in 1950-51 to Rs. 864 crores in 1951-52 . 
Customs, the yield of which after the end of U1e war bad been rapidly 
approaching that of taxes on income, shot up higher in 1951-52 and, 
though estimate\\ to decline in 1952-53,_ is still higher than income-tax; 
each of these heads exceeds one-fifth of the total of all revenues. 
Central excises come next, with 11 per cent. Much behind, State 
excise. land revenue and sales taxes sta:nd at 6 to 8 per cent. each. 

Of the total revenue of the Centre and States together, in the 
three-year period 1950-51 to 1952-53, State r evenues ue a little less 
than one-hall. Taking tax revenue separately, the total estimated tax 
revenue ~f the Central and State Governments in l ~ is Rs. 646 
crores, or 82·8 per cent. of the total 1·evenue from all sources. The 
tax revenue of the _Centre forms 88:6 per cent. of central reven 
while tbat of the States forms 69 per cent of total Sta'--' ue 

- ~ revenue. 
38. "l'be following table gives t?e co1n bined expenditure of Central 

and State Governments under main heads. 
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., PJUN<DALllP.ADS 

(<Au,aJ 

-19so-sr 

Ra. aores P•rceN 

Tow Expenditure • 704·s2 100 "' 

Dcfc:occ (net) 164· 13 23· 3 

AdmioistratiTC Services . 114·00 16·Z 

Geocral Administration 40•12 5·1 ~ 

. Social Services 124·3s 11· 1 

Education 61·14 8·1 

Medical and Public Health 28·10 4•0 

Debt Services• sS·64 8· 3 

B-,6 l·Z • 

• Adjusted for interest payment by the Sr.ates in n:spcct of borrowings fram the 

I ., 
l 



OI~ 

-,l SUIU) 

lta.awa 

111-24 

tn•oS 

44·20 

132-24 

64~68 

31·40 

6o·8o 

I2•S4 

Cmb'c ; a:d'usite 

1/JIJ 

23·7 

u-~ 

l7·J 

1·9 

1·6 

of lmacst 

.... 

100 

197~ 2l·8 

n9""29 1.S·O 

S·8 44-IS S·S 

1.45-44 18·3 

i-, 71·17 $•9 

l·I 32-a:2 -1· 2 

6::·7-4 i·9 

o.·04 I·S 

t:2m!an::c! ~ 

• 
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,)el '39. Of the total expenditure of Central alld State Govemment8 

ence accounts for less than one quarter. Sadat 1ervice1, together: 
~ !IDmewhat more important than administntiw 1rrvlces. 

40- ~~ Ca.pita State Reuenues.- Havlng 1ewh:w@d the changing 
composation and distribution of the revenue and expenditure of the 
Centre and the States, we may consider how far \he avaiJab]e data 
enable us to judge lhc relalive tax burden or tu effort of the different 
States_ in terms of tot.al taxation as welJ as individual tax heads and 
~ standards of expenditure on administrative and social servic;s as 
a whole and in terms of individual services. ' 

Such comparisons are often made on the buis of JJf?f' capita 
revenue and per ca.pita expenditure and we attempt below a study, 
sn!ill.arly based, of the relative position in the ftl'ious States. It is 
necess..ry, however, to appreciate the limitations of pn capita tax 
comparisons. With similar tax rates and eqUa)ly efficient tax admi-· 
rust.ration in any two States. the yield from a tax in one State may 
be smaller than in another, due to differences in-income levels and 
the degree of concentration of wealth, turnover of trade and taxable 
capacity in large cities. Differences in per capita taxation, therefore. 
should not be interpreted as necessarily reflec:ting differences in the 
tax effort of States. For the latter, reference should also be made to 
comparative rates of taxation in relation to the field of -taxation as a. 
whole. Extreme differences in per capita tu:ation, with reasonably 
efficient administration and broadly comparable rates, however, may 
be taken to reflect broad differences in taxable capacity. Also, over 
a period of time, comparisons of per capim revmue give a clue to 
the relative resources avai]ab]e to the States and may reveal some 
interesting trends. 

il. The following table gives the per capim teftllue_on an average 
for the ten-year period from 1937-38 to 1946-ff and m 1950-51 and 

1951-52. 
PER CAPITA REvENUE OF PART A ANDPMl'B STA11!S 

(Excluding transfers from Revenue Resene Funds) 

A~ 
1937"'31 19.51-.52 

10 l,SO-SI Provisiooal 
1M6-47 figures 

Rs. Rt. Rs. 

4"] 11·0 JZ•S 

1.-m 2.- s 7•2 7•0 -- . 10-7 J6•t 16•8 ...,., 
4'1 9•1 10•8 

,Madllya Pradesh 5•7 JO•J 10·, ,...... 
'J 
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f 
Averap 
1937.31 1951 - s.2 

to 1950-SI Provilio111l 
1946-47 tigwes • 

0... 3·0 7· 1 7· 9 
Pwljal, . 6·9• JJ•-t 14 · 1 

Un.Pr.sr.h 3•7 l · .z 8· 6 
YmBa,pJ . 3· 9• IJ·I 15·6 
Hpdeub,,d 14•0 15·6 
,....,.Bberlt 13·0 14 ·.2 

MJIOr'C . rs·• 15·6 
Pllilla IDd Eut Punjab Smta Union 16-1 17.0 

,-.s 10·2 

• 19"0 18·3 
Trawe-Cochin 1s·o 19•2 

• F"J&UICS relate to the i.mdivided Prtmna:s. 

42. In the period 1937-38 to 1946-47, the total revenae available 
to Bombay was the largest per capita at Rs. 10-7 a year, .and lowest 
for Bihar at Rs. 2·5 a year. Bombay including the merged areas 
still bas the highest per capita revenue among Put A States, but 
the disparities among these States have narrowed ~ In this 
period. the ratio of the highest per capita revenue (Bombay's) to the 
lowest (Bihars) was over four times: in 195l-5? it was less than 
two-and-a-half times. Some changes will also ~ 'rdiced in the 
~ tive position of different States. The most signifirant change has 
oc:wu ed. in the case of West Bengal, whose per capita revenue in 
1951--52 is four ti.mes that of undivided Bengal in tbe pre-partition 
decade On an average undivided Punjab's pa mpim revenue was 
75 per cent. higher than that of Bengal during 1937-31 to 1946-47; the 
per capita revenue of Punjab is now lower than West Bengal's. On 
the whole, over the years, there is a trend toward a. lessening of 
inequalities in the per- capita revenue of different States. 

43. Parl A and Pan B ~a compaTed.-Figu:res for the last two 
• years enable a comi,ari.son to be made of the positiall of Put A States 
with that of Part B States. (Statements 4 and I al Appendix IX). 
The per capita tax revenue collected by the States (i.e. ezduding the 
share of income-tu) in 1951-52 is Rs. 6·6 for all States, the average 
for Part B States is higher at Rs. 9 and no Part B Stale is below the 
•~ IDr all States together. Patiala and East Panjab States 
\Jnian ud Hyderabad among Part B States and Bpmbay and West 
J3en1a1 am,ong Put A States are well above the awnce, while ()Q~ 
and Bihar have the lowest peT capita tax revenue. 

< 
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44. Per capita revenue under important tax heacu.-AJthougb 
comparisons of peT capita total revenue are more relevant in consider­
ing the overall relative resources available to States, and different 
States may have tapped particular taxes in different aegrees, a com- • 
parative view of per capita revenue under important tax heads is of 
interest, if the figures are interpreted in the light of other information 
bearing on the scope and rates of a tax. Table 6(a) in Appendix IX 
shows the per capita revenue of States under the principal revenue 
heads. 

45. The per capita revenue of Part B States which, as already 
noted above, is de.finitely higher on the whole than of Part A States, 
is higher under the older . taxes like land revenue and excise, • parti­
cularly the latter. In respect of excise, the per capif4 revenue of 
Hyderabad is more than double that of the next highest State, w. 
West Bengal; on the other .hand. the per capita revenue of Part A 
States under new taxes like sales tu definitely exceeds that of Part 
B States. Broadly, the pattern of taxation in Part B States corres­
ponds more to the pre-war tax pattern of the Part A States than to 
their present tax structures, which include more new elements than 
the tax systems of the Part B States. Sales taxes, motor vehicles 
taxes, entertainment duties, property taxes and taxes on professions 
are among the taxes which remain to be developed adequately in 
several of the Part B States, whether directly for State purposes or 
for local bodies. 

46. In considering the resources anilable for such services among 
others as education, medical and public health, the finances of local 
bodies are a relevant element. Infonnation relating to the finances 
of local bodies even in Part A States is incomplete and it is not, there­
fore, possible to take a precise view of the total expenditure. in each 
State on these services. As for the Part B States, local self-govern­
ment is of recent origin in some of them and local finances are in­
adequately developed excepting in one or two States. 

47. 1'?r capita expendituTe patlenL-Per capita expenditure· on 
revenue account for Part A States and Part B States respectively is 
Rs. 10-4 and 13·5 in 1950-51, Rs. 11 and 13-9 in 1951-52 and Rs. 11·8 and 
15·5 in 1952-53, the per capita figures for all States together for the 
respective years being Rs. IJ, Rs. 11-6 and Rs. 12·6. The~ capita 
figures for Part B States are thus generally higher than for Part A 
States, only Rajasthan being below the average for all States. At 
this point, two factors peculiar to Part B States need to be mentioned. 
Firstly, costs of administration are relatively high for such Part B 
States as were·formed by the inte,ration of a large number of units. 
Secondly, the relatively high per capita figures of ezpenditure, eitHer 
total er under individual major lleads, obscure the great disparitiea 

' :n servic:e leve]s between the urban ud other areas within a State: 
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for instance, in respect of medical and public health services, com­
munications or education, the interior areas . are generally poorly 
served. Such regional disparities exist in Part A ~tates also_ but 
Ibey are generally greater in Part B St.ates. Pff capita expenditure 
is highest for Saurashtra among Part B States and for _Bom_bay 
among Part A States and considerably be)ow the average m B1har 
and Orissa. Madhya Pradesh and Uttar Pndesb also have relatively 
low pa capita expenditure though it is 9Dllle1tbat higher than in 
Orlssa and Bihar. 

48. Table 8 in Appendix IX shows the Jiff capita expenditure 
under main categories of expenditure in the different Stites. In 
Mysore, .Travancore-Cochin and Assam, apmditure on social services 
forms a much larger proportion of total expenditure than OD adminis­
trative •services; Per capita expendibm! on administrative 
services is the highest in Saurasb~ at Bs. 6·8 m· 1951-52. 
hpenditu.re on administrative services in this State also forms the 
highest proportion of total expenditure among all States. Bombay 
and the Patiala and East Punjab States Union ~ome· next in this 
respect. It is to be noted that Saurashtra and the Patiala and East 
Punjab States Union are the smallest Stales in population and 
revenue, and what constitutes their 'over~ expenditure, in a sense, 
is, therefore, high. As compared with the 1950-$1 and 1951-52 average 
of Re. 0·95 for all States, the expenditure of Saurashtra on general 
.administration is Rs. 2·15. 

49. Net expenditure on the administration of rationing and controls 
(exclusive of subsidies charged to revenue) is large in West Bengal, 
and sizeable in Uttar Pradesh and Assam· In Bombay, Punjab, 
Madhya Pradesh and certain other States, the bulk of the expenditure 
is recovered from consumers. ~ capita of rationed population, 1 

expenditure on administration of food controls was approximately 
Rs. 4·1 in ~m. &. 2·4 in West Bengal and Re. l in Uttar Pradesh 
for 1951-52 as com, ared 1•1.'ith onJy Rs. 0-06 in Bombay. 

50. Per capita expenditure on social senic:afor all States together 
was on an average Rs. 3·3 during 1950-51 and 1951-52. In these years, 
Mysore and Bombay bad the highest figures of Rs. 6·3 and Rs. 5.9 
respectively. Mysore also incuTred the largest proportion of its 
expenditure on social services. Among the Put B States, Rajasthan 
stands lowest in the scale of per capita PJCpenciiture on social services· 
though higher than for certain Part A States viz., Madhya Pradesh 
~ttar Pradesh, Bihar and Orissa. Bombay and Mysore have the 
highest Pff_ ca~ figures in regard to edac2tion, but West Bengal 
~ the b~t m respect of medical and ·public health expenditure; 
Oris.u and B1har stand last in regard tQ elucation, medical and public 

- -- . 
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beal\h as well as in respect of the total expenditure on social services. 
Uttar Pradesh and Madhya Pradesh also fall in the lowest group in 
respect of medical and health services. 

51. The large concentration of population, particularly of indus­
trial labour, in and around Bombay and Calcutta involves special 
commitments for t.he State Governments c:oncemed and the inftux 
of displaced persons has increased Calcutta's prnblems. • For instance, 
of the total expenditure on police, Bombay spends in Bombay city 
about 23 per cent. and West Bengal in "Calcutta city nearly 30 per 
cent: similarly in total medical expenditure of the two States, the 
shares of the two cities are 24 per cent. and 50 per c:enl (in 1950-51) 
respedively. Reference is invited to table 11 in Appendix IX which 
gives the collection of taxes, and expenditure on certain services in 
the cities of Bom~ay, • Calcutta and Madras separately from those in 
the rest of the respective States. A study of this table indicates that 
the bigger responsibilities of ·certain States towanl industrial areas 
are compensated for by the larger revenues contributed by these 
areas to the State exchequer. The excess of revenue over expenditure 
in respect of big metropolitan areas is no doubt a source of financial 
strength for the respective Statej. 

5!. General financial position of Cewtre ad Statu.-SOme idea 
of the capital outlay of the Centre and States and the overall budget­
ary position, taking revenue and capital attnonfs together, as also 
the means of financing the overall deficit. if any, should be useful 
for a proper appreciation of their general 6nanriaJ position. Since 
UM8--49, while the revenue budget of the Centre -has revealed subs­
tantial surpluses each year, the capital ·acmunt shows an appreciable 
gap between receipts and disbursements. pia-ar~ due to the inade­
qaaey of borrowings from the market. lloecuu, in 1950-51 and 
1951-52., the large revenue surpluses helped to meet the deficits in tlie 
capital account: there was an overall smplas al. Rs. 12·44 crores in 
1950-51 and a small deficit of Rs. 3•70 c:1ores in 1951-52. In 1952-53. 
the capital account is expected to show a cHrit of Rs. 102·4 c:rores. 
which will be met largely from the ace,11■■11Jated cash balances of 
GoRtliiilent. 

53. The capital expenditure of the Stam. DN:Jnding net teSUlts of 
schemes of state trading but excluding~ to contingency 
fund. was Rs. 84 crores in 1950-51 and is ediowt.d et Rs. 128 c:ro1es 
ia 195u.2 and at Rs. 158 crores in 1952-53. lfa1tipupose river valley 
projects, other irrigation works, electricity 54 hm4"S and civil works 
ate the main categories of capital outlay. 
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54.. As at the end of March 1950, six Part A States had outstan~: 
balances of Rs 91 crores in revenue reserve fun~ , which are expec 
to decline to Rs. 38 crores by the end of the current _ynr, thus: 

I" eroru of"',...,,,,. .,J. oJ March 

1913 I~ 3 
19so 1951 R.emed Bu get 

&data Estimates 

Madns 33· so 23·32 9·.p 0· s9 

BambeJ . 17· 29 13· .29 11•19 8·79 

Bi.bar 14· 50 14· 50 S·.so s·so 
.Madh:,aPmdcab n•49 u·34 le>-74 9•84 

UmrPncbla . 13· 00 12· 99 u ·st u.•ss 

Assam -. I •OI 1·01 0 ~99 0·97 

Total 90· 79 76·45 S3"S2 38·27 

The balances have been. utilised for meeting revenue deficits and 
financing capital expenditure. 

55. Comparable figures of reserves are not available for all Par t 
B States. It is only possible to state that at the time of federal 
financial integration, most of these States had substantial Teserves 
which have since gone d~wn. The claims of the Centre to a part' of 
th~ ::.rm.es arising out of the allocation of assets and liabilities on 
:financial integration have also still to be met by some States. It 
would appear that only a small part of the outstanding TeSerVes of 
Part B States wo~d be available to meet their revenue deficits or 
capital expmditme. 

-Panjll,, Wat Bengal and Orina l.ave no such funds. 
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CHAPTER IV 

0J~TRJllUTJON M flilmlCHn 

Cons;tif1Affo,iaJ prnvi.d oru.- Under Artkl• 170 of the ConltituUQTI 
li'e h11,-e 1-o ma~ recommendallona lo I.he f>rffld@nt In n_prd to 
thrtt rnatteB. They a.re: (1) the ~nta~ of the net prOCffdt nf 
inromC!'-tax which should be assign@d lo the States, (2) the manna 
in \\""hich the share so assigned shall be distributed among the Stat.es 
~nd (S) the percentage of the net pr~ of the tax which 1h1II be 
deemed to represent proceeds attributable to the Part C States. 

Z. Prue,it drran.gemcnts.-We bne given in Chapter Il an 
aC"COunt of the developments Jcadiat to the provision in Article 270 
anc the changes that have taken plate from time to time in the ail4> 
cation of income-tax between the Centre and the Stat.es. At present 
fifty per cent of the net proceeds of inmine-tax, exclusive of the 
proceeds attributable to Part C States and the proceeds of mes 
payable in respect of Union emoluments is as&igned to the States. 
& a transitional arrangement, out of the sums sq __ assigned each Part 
B State is entiiled to receive fifty per cent of the net proc:~ of 
the tax levied and collected in that State while each Part A State, 
m whose territory former Indian States have been-merged, is en­
titled to receive fifty per cent of tbe net proceeds of the tax levied 
sd collected in the merged temtories ~thin that State. The 
balance is distributed among the Part A States as follows:-

P.er cent 

Assam 3 

Bihar 12·5 

Bombay ~ 
Madhya Pradesh 6 

Madras 17·5 

Orissa 3 

Punjab .5·5 

Uttar Pradesh 18 

West Bengal 13·5 

For purposes of working out the divisible pool one per cent of the 
net pr~ is deemed to be the tu attributable to Put C States. 
'fl-<e5e arrangements wm be replaced with effect from the 1st April 
1952, by the President, after comldednc the reeommendatlOIIS of 
the Firumce Commission. We have now to take Into uccount the 
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Pwt A St.~ • l'l!f!OMtil1JtA!d after ~ Wi#=i of former Indian. 
~. 811d tr.@ P•rt 8 St.at'-1 uld to ~ • ICllane of distribution 
a....d on prlndpl~ unlforml7 appl ied to ~ of Umn. 

J. CWnu bv Saaw.t.-lt will be Cl)QftDimt le lift a t,,-ief ~t. 
.t GI@ d anns edY•Dl:1!d ~ or4! us b:, the Slale Gaftrmnen\c tepa­
nl-.fy i.n t tgu'd tn lb-! two point. affect.me U.. • .-bkb •e ar~ 
,..al,1icd to m~k@ aecotuaM!'ndation&, namely. 11111 pericmtl~ of the 
ad pr,QY'k of ir~t.ax to be .. iped lo Ille States and lM' 
6drthution of UW! St.ates' , hare a.moa-c them. All Ille Part A States. 
uoea,t 0nm. sua~ tl?d a.a menu-. ill a. s11are amped to the 
States from 50 per am n at pn:il?ll1 lo at Seat I) per maL The 
Ca.ezwwwut.. of Saurashtn, Rajasth.m and e,daabad made the 
... claim; the ~t of Rajutbu faaift paopose,d that the 
citisioi.! pool should include- the p111tO!!Se115 af CDIP,Xatioa tu as 
.._ ~ G:rlernmenb ,:;f Tta?ancon-Cet-□ wl Mysore urg!!d 
that the ~ ;hare sht.mld bl? raised to 11 per est while the 
Gomw~ of Oris- ~nd the Pa-tiaJa ad la& Pa.Diab States 
Uaiaa did not suggest my chan.ge in the p:;l!S!lll pace:ota~ Th~ 
GolEiDWtllL a! ~ E"mt exp.est:d :no Ti!1r" CJO this asp!!'Ct of 
the problem. 

i. In regard tD the ~ of th.I!! Sbtl!s" sbme we ~ a 
ftlidy of suggemoas from the State Gaa m Thi! Govern­
mat ~ • _. 25 tlw!Slat.s'sha~of 60 DeT 

aat ........,.......,. ~ti:Q 00 ~lZ'"t~ ~ :::t: - e,d All, ~ . • ~ basis 
el a,.f,astbt la_lv,,,u:- a== ~~ - •~ ~ f:11 'JG1in' tcms~ n tif.ms s.l:eh 
as Dl!el.. ~ t!tc- AI~ . Ille Slate Gcmmunent 
weR prepared to a£O!pt the !ornmla for 6ml 1:ar, recommended 
by Ule E::pe-t Cmunitt..-e on the F"mancw Pwci.iaaas ,al Ll!\e ~ 
!itwioa ne State Goveittttsent held that it ...... Mappn>priate­
• ;-, .. Jrir,. m tbe distributim of tans - • I ar .,, which would 
IIPPJ tu ~ • !bey were of tbe ._. l&at t!le bais of 
papdabnn W CIP&Kientific and sugated ._ die cantribatim Of 

am Stue should be tM main bcior ia Ille aCocwaion of mc:ome­
m. 11 ~ Id m accident. ~ Y ugmcl 1llllt Ille liuJt of the ml­
~ v.~ ~ ll1 ~ 1 ~ k ta v ~ ~-~;:;:;r ~ tes.. This pan­

~~ beffl oo.il·g u;, bv the> a ni tal and~ of the citizens 
,a. ~ S1c_.2 ro~...ed: ~ es. __ ..,-._,e~ ol bi,: mdustri~ a d 
th ~ (jf t !'?0 ~ - • ~ ~ .,.. :=itei~~da!lOll,- ! :. dusL • 1 - ~ 

~ ~ -""'3 <:_ • t orobte ! t~ Sb as for aample in. 
ftfPff) to law &lild order. t hey pointed out that time State5 bad to 
J;'.i'i' .. f.1;f/£tt i« ~.; ~<:i?t . r i! n,. ~ n.itl" of t:echstrial labour and 
~ d o.im • bt~ ~ha~ of th~ revenue from .. , .... tu 00 th~ 
~t-.ms. 

5.. 1- Wqt &:up! GQffrument clahned dllll. subjecl to adjust­
_. ill rq-ud t~ economic t1~ giance1 wludl dleY admitted would ....... 
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be nettss3r:y, each At shoulrl £et back out of thE> nr prO<' d!; 11l• 
tnoutabl to • 1h pcrcen1:lg shar~ s.~i~ to the Stoles os a 
'' oJr. t c attribul:tbility fr,, r 1 t tale Jw-in~ etc •min d for 
~ac-h Stat in the same mann,er a~ fn.r P:nt Stal !t Thfly ~nn­
tendcd that the! m ney rni~ffd in one Stat~ muld not he mad avajJ­
ab'e t . an <:-thcr Stat . lwv rt- lH.' rl on the J.tngu:iRe of Article 270 
fo1· l tr ' H.•w 1ha the shacing of income-hnr was r.onditioned bv 
lbt:' 1 \tiabilit~- of the tax an • they ar uP:d tha th manner .. of di~ 
tri ution rontcmplatt"d by the Article merely required the Pr'esident, 
af e-r etainini; the C rn ar . lo place the balance in the hands 
of th Governments in whose respect.iye territories the taxes had • 
been le_,·ied or to whom th~• were attributable as the case mi· t 
be. to be dis osed of under the control of ~ res~ctiv egisla­
tures. It was not a case of the Centre expending or disposing of the 
tnone)• on any principle of merit but simply the separation of a 
common pool of money so as to p:ace in the hands of each the share 
to which it was entitled. 

6. The Government of Assam suggested that 35 out of 60 per CeDt­

to be a$igned to the States should be distributed on the basis of 
population, adjusted for area or density, !!O on the basis of origin 
and 5 used for removing any hardships. The Government of Bihar 
proposed that 80 per cent of the States'" share should be distributed 
on the basis of population and the balance with :reference to other 
factors such as backwardness, the special respoDSIDiliti~ of a State 
and general financial management of different States. The 
-Government of Madhya Pradesh claimed that the distnoution should 
be on the basis of population with a weig1atage for the backward 
d asses, scheduled castes and scheduled tn'bes living in a State. 
The Government of Madras suggested population as the main cri­
terion, but expressed their willingness to accept any other equit­
able ormula based upon a consideration of the conflicting claims 
and points of ,riew. The Government of Punjab expressed the view 
th.at the needs of a State, not its population or collections in it, 
should be the determining . factor. The Government of Orissa pro­
posed that 50 per cent of the States' share sbou:ct be distributed on 
the basis of the inverse ratio of per capita income, 35 per cent on the 
basis of population and 15 per cent on the basis of area. The 
Government of Uttar Pradesh suggested that the States• share 
should be distributed on a population basis. 

7. Among the Part B States, Travancore-Cochin proposed that 00 
per cent of the States' share should be distributed on a population 
•is,:!<> per cent on a coJlection basis and 20 per cent with rt-ference 
to other relevant factors such as the progress achieved by a State 
and not merely a State's backwardness. Rajuthan and Saurashtra 
.both sugg·ested population as the basis; Rajuthan wos, however. 

0 
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;.~red for 10 per cent being distributed on the basil_ of ~ er fac-f 
d 

. . t t . __ _.i_ and maneness o 
tan mch •" hAckwardness, a m1ni11 ra 1 ~e 0 ~ Punjab States . 
population. Madhya Bharat and the P~trala anc:I ~ bath . di ted 
Union ~ d for distribution on the ba11~ of needs ~ ID;:: ted 
■ sum n _th~r minimum requ'rement; If _population 1ftl'e a S~ t 
as the basis of distribution, the Pattala and East P1mJab . es 
Union uked for a somewhat higher aaocation than its popu.Jabon 
ratio. Hydffabad and Mysore also suggested population but Mysore 
·•anted some weight to be given to area_ 

t . 1.1:pmence of other FedeTations.-Before mns:idering the 
problem of distribution of income-tax, we may scan the experience 
of other Federations in this field. though there are important differ­
ences in this regard between India and some of the olMr countries 
coneerned. The peculiarities of the Indian position from the point 
of ~ of the significance l>f foreign experience far qpr guidance 
.are: (a) the distnl>utio of income..tax has formed a significantly· 
layger J!l'Oportion of the total annua transference of fa:nds f:-om the 
Centre to the States :n th· country tha::1 in the other Federations 
like Australia an Canada; w_hHe in- ·tha U.S.A.. grants~ virtually 
-the only form of such uansference of resources; (b) af the total 
:income-tax co:Iections of the federal governmen!, a much smaller • 
proportion has been distn"buted to the tates in Aostralia (in the 
form m t.ax reimbursement grants) and in Canada (as tu rental 
_grants) than. m India, so that. on the whole whatever principles 
apply in regard to the distribution of grants in lieu af income-ta_~ 
-collection in these countries apply over a s=naller ~ af federal 
-financial relations than in this country; (c) in India. !he r. vfoces 
(Part A States) never possessed any right to tcL'C incomes (other than 
.agricultural income) wh1:e in Australia and Canada. the units have 
:ne91 sarrendered their constituuonal right to.levy such taxation, 
which has only been emporaril:, suspen cd; (d) ~l"e are. besides, 
significant diff~ces in the pattern oI collections-unlike in the 
other federauons me.nt1on above. Central income-tu in India is 
_paid by an extremely small proportion of th population; and (e) 
-divisible · i.Dcome--tax in India with w-hich we are dealing, includes 
.a portion of the tax paid by companies on their ~ tbe balance 
~orming ~tion Tax. A statement of the practices prevailing 
m other fedentions may. however. be useful in view of. the consider­
able pablic intettst displayed in the working of the fede..--ations as 
we~ as for suth light as. despite the differences, this mipt throw on 
the problem before us. 

l. In Australia and Canada. until 1942. the fedetal government 
.atst~ll thea th_ebstatte go~~rnments had under their respective consti-

u sons ng t o tax mcomes. In both countries +'-- --a ~ • 
tioD of. b I uac: uu.u.Orm tax-

.Jl IDCOmes Y the federal government was an outcome of the 
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,rar . . Jt wH an esse~Ual part of lh@ lchene th•t th@ 11lates houi,P 
be inducro temporan)y to vacate • ~Id of ~ utlon which th 

re already occupying ·n their own right It wn thought n•f'"~ 
• IY to a~re the ~=a11tes in Australia and th@ Provtnr.n In C.n1tda. 
that their share out of th proce ds of the uniform lur would not t>e-
1~ than wha they we.re recovering prior to th@ l.mp>sltioo tJf thP• 
eommonwesJth or the Dominion tu. While uniform lneome-ta:ll 
legi~lation . in C-anada wa based on prior agreement of th,. o­
rince$, in Australia it was enacted against the OJ!J)OSition of some• 
States. 

10. In Australia, under t.he States Grants (lncome-Tax Reimburse­
ment.) Act, 19'2, a State not imposing a tu on income was entitled,. 
by way of financial assistance, to grants, tbe amounts of which were­
fixed by reference to what each State was raising in eun:ise of its 
own constitutional right to tax incoml!. But, technically speaking.. 
there was nothing in the Commonwealth legislation to prevent a 
State from continuing to levy its own tu on ~e or reviving it,. 
if it refrained from levying it in any particular ·year. In that con­
tingency, the State would not qualify for any reimbursement grant. 
The St.ates were in practice completely ousted from the field ot: 
income-tax by reason of the priority given to the liability to pay the-

• Commonwealth tax. 

ll Though the uniform tax was to continue in operation until the­
end of one financial year to commence after the cesYtion of the­
m, the schem·e is continued till 1957 under an Act of 1946. Tb& 
Act provided for the payment of a higher aggregate grant, which: 
itself was liable to be increased in proportion to the increase in­
population and the increase in wages over tbe averag'e wages m 
J.MM7. After 1947-48, there was to be a ~ive shift in the 
distribution of the aggregate grant in the comse of ten years to an 
adjusted population basis, i.e., the basis of tbe respective populatioDS: 
of the States after adjustments which toot into account the relative­
sparsity of population and the number of school children. The­
arrangement is subject to review in 1953. and proposals are und~ 
examination at present with a view to restoring to the States the1c 
power to levy income-tax. 

12. In Canada, the scheme of uniform tuation was recomme.nded 
by the Rowell-Sirois Commission. Under. the post-war tax rental 
agreements si1ned in Canada between the l'ede.ral Government anct 
eight Provinces (i.e., including Newfouodlaocf and excludi.ag Quebec 
and Ontario), minimum payments were paranteed to the Provinces 
by the application of either of two 1e•nl formulae at the- option ot 

!. a Province. The ftnt formula took into aecount, in addition to fiscal 
need, the tax capacity or tax po~ntlal ol • Province. It aaured a 
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l'lwiaa: (1) $12. '15 J>ff capita 11:corduc • lM2 population, (2) a­
._ f!q'D,11 to one-half of the rl!Wnue des i Nd bJ the Province from 
•lhidu.t inenme-tax and corpora tion tax ID IMO and (3) the sta~ 
"1lr:J sab.idy payable to a Province in IM'J. 1"le other formula ft­

,mpiwd thcal need III the chief factor and ,-nnteea (1) $ 15 pe,, 
-a,lk on the 1942 population and (2) ~ statutory suhlidy payable 
:ia IM7. The paJments to ProvinCf!S from ,ear to year have been 
.adlllllJJ higher than the guaranteed m.iai&caa amounts, bavint 
"-- related to national growth as reflected by POI& national pro­
-.:tad provmdal growth as reflected ia pnmacia1 population.. 
la mum, the Pkoviuces agreed to suspad die imposition of indi­
"'nlaal income-tu for fiv~ ye.an and &o iwpw on&y a 5 per eent 
aifram corporation income-tax on the sarebalis II the DomiDioD 
1D. to be admimltsed by the Dominion. 5ew'D Pnr1iDcel which 
siped the agreement continued to lny a S_per cent cocJ)Ontion ta'L 

-omario and Quebec which did oot sign the ap-eemenl 1nied a 7 
~ cent cmpontion ~ bat refrained fraa imposing an individual 
.aame-tax. The ~ ar:rangements for Ule lift years begiml.ing 
11152 5.12re based on revised 6nancial t.enm w1uc:h propose an increase 
« •JIIKO:x:im.tely 50 per cent o--1er the g,armteed minimum pay­
.meats far the Ptuvinc:a I t appears that aiDe ProviDcial Govem­
:mmts incitlding the ~nt of On1ariD ru... all Provinces with 
'?he oception of Quebec) have reached ~ with the Dominion 
Qnamnent OD the basis oi the latten pillpAls 

U. In the United States. both the Fedaatiml .md the States enjoy 
wwwzent rigbt of tuation over income 1lo qaestioll cf the dis-
1UA1tm ~ the States of the p1oce!ds of u incmne-tax levied 
~ has. then!fo:re., arisen. But it a mRiatioi:; to note that the 
tecJenI ~ ~.., ~""~t eeun~ !S fa_ and away the mast important part 
d taes on in~ the State5' taus y-d,liag anly a small fraction 
.of the receio~ obhl'!ed from be federal tax There being no 
~ent bJ the distrib-.ltion of i~ in that country. the role 
-of. balancing bcto!' ~ to bring the functiws and resources of the 
-stat.es into better 3ft'Ord is plaved by gru~ 

H. To place ~ experience of these fedentiom in the sphere of 
fedenl fivnce iDduding shared taxes m peapecti.e. it is necessary 
-to t:ah note of certain outstanding treads in tlle patlem of distnl>u-
1iaa "total ~Dues of these federations. JinenciaJ poweis as well 
-as Ille Bow of public re\--enues and e-~ndibft through federal chan­
~ bawe tended to grow considerably in m:mt :,ears at the expense 
d &ltit Wlit go~ents. In all the tlarft Federations. U.SA. 
Otnada and Aus~ the percentage of the reftftue of the Federal 
G.trmnent to total public reven~ fell within a range of forty to 
'11\y JRr cent in the "thirties'. The proportion in all the th~ coun­
tries his gone up and is now between two-thirds and three-fourths. 
Oil ol tht federal rewn\reS a por tion Hows back again to the States 

-
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1~ ~ a,,~ilablc information relating to the financial arrange­

lben~ 1n Latin American federations is meagre. In Brazil, most • • 
the mtportant laxes are a~i.gned to th«? nation-customs revenues. ' 
lua on incomes, production and consumption, business transactions. 
and documents. These levies are the bulwark of the Brazilian tax 
system, therefore, the States are left without a sufficient number of' 
major sources of revenue. This situation is partially correc~ 
however, . by a constitutional provision requiring the federal govern-
ment to share certain r~venues with the States_ apportioning the-
money on the basis of population, area and a number of other fac-
tors.. In A.,rentina , the federal government aLco shares some of ·its 
tu receipts directly with the Provinces. The law of 1932 specified 
that 171 per cent of the amount collected each year by wav of inco~ 
tax shall be apportioned among the Provinces and the federal 
capital Thirty per cent of the Provinces' share is distributed • on 
the basis of the cost of government in each Pnwinc:e, as shown by its. 
budget; another 30 per cent is paid out on the basis of the revenue-
of each Province in the year immediately preceding the. apportion-
ment; still another 30 per cent is ba~ on population (relying - on 
the m, census figures, rather than more leeeal estimates); and ~ 
1 sa;ning 10 per cent is alloted in proportion to the amount oC 
incame-tax collected in each Province. The federal capital's share 
is bBed cm the first three factors only, pntsnmably on the ground 
that it would receive too large an amount if it were permitted to. 

• betel• directly from heavy income-tax mllections within its 
limits Also, 171 per cent on the sales taz is apportioned on the same­
faar-fold basis. In additio~ the Provinces in Argentina refrain from . 
•nine certain articles covered by federal law and are compensated· 
by tbt Centre with amounts fixed under a complicated formula which· 
in effeet transfers revenue from the wealthier to the poorer Provinces. 
daoaCb the gradual substitution of population for collection as the­
basis at allocation of these taxes. 

11. Share to be curigned to State•.-We now revert to a consider­
atiaa of the three points on which we have to make our recommen-
dations 

11 We shall first deal with the percentaae of the net proceeds or· 
• ...:e t.ax to be assigned to the States. We _coosid~r it_ undc5lrable 

concentrate on income-lax as a baa.nctnc factor m the adjust­!:ent of resources bt-LW£,!.e n th Centre and thr untts. We think that 
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an ,..., __ t St . • h r,. o hi~ ~"' -;hou not used ~ 

m• or , . c-1nv i _ ,J r>1 1 t ion of fo t h P.r re ~ ues to Sta es. O 
thf! ~ h n, . t @ ment a t! put Jannrd an ·almost . 
1lnltQj rlnn nr for """,.•~• j O j Cl) e-
~ will now be !rixtffn participantJ in the Sutl!:i share of 

the diTml>le pool against nine participants in 1M ?JML Be ides, 
owinc to the c.onauion givm -in r egar d to tM ~iieafion of th!! 
full nts of tncam~tax for ■ transition~) period in 9DIDe of the Part 
BS~ the rn'fflue from lncOme-tax may.,........,.. tban other­
._ wbile the cfutrib ti n tn AJI hP. • anicipatiJlc Sutes will have 
to be on unifnnn prinri J.-< Moreov~. the ioowww :n tJw number 
of Part C Stah bas resulted in our rtt01J'llDl!1ldi a somewhat 
larger pe:aceutage than at present of the net p1-c d ol mcome-ta.x 
as ~ to Part C States. The cost af coDN1- aDocable to 
inoome tax is a1ao Iibly to be s:.ightly more tbal at present ancl 
these f.actah would.. to some extent. JtO to reduce 6e amount. of the 
divisible pool On a consid--ration of all the ci1Gee4ar::e:es, •e have 
come to the caadusion that some increase in the sllare .assignable 
to the States is justified although it cannot be of tile ader mgges~ 
by the majority of State Governments. We accardingly recom­
mend that the percentage of the net proceeds of m-s+w--tax to be 
aUocated to the States be raised from fifty per c:mt ID &fty-five per 
cent. 

- 18. .Distrimaioa of Stmes' shtae..-Before dew~ with the distri-
lw,tia al~ States' share arnnng them. we shou.1d J1Ee ID mer to the 
poi'!'ls nised by the Government of West BfflpJ ~ the cons­
tractiait to be placed upon the language of Article %'II of the Cons­
titution. W~ do not think that the 1ntarpretaticm pieced upon this 
article by f:be. ~rnmrnt of West Bengal can lie Slllbtined. The 
phrue -..inthin which the tax is leviable" •PPMri• iD this article 
onl7 meem that a Sta~ in which the tax is not ktiable- has no right 
to a~ at all This phrase survives from .,..._ Gowea t -India . 1.11111:' mnen ot 

Ad. ~ ILDdff which there was uncertaiDty ~ 1be Indian 
Sta~ MNld•nc to the federation and the extent of t11im- accession.. 
~. J--,u and K•shrnir is DOW a State of the h :511. Union the· 
~ al tbe I~t•n Income-tax Act do not ..., 1D that State 
ndiaia ~ IS not leviable in that State •Wela ii. tberel • 

not entitled to any aha~ of this tax. Nor is there..• aar . ore, 
wunat for tbe conte-nUon o1 the W a_ veew. any 
~ of distributi . e-st uc-naal Gcnu.....,.t that the­
to --a.. Sta- ~ involves merely the proceaa of. returning 

s-.u - • proportion of the -v coll _ . that it r- -'- th - ·"" enue ected ID its am and .,. -, e manner 1n whi h th . 
ls to say, the mode of payment ~ t ~ ';'~ney 1s to be 1etmned, that 
the Commission. The West & ~ ~s e t to the determination of · 
tenablt- as th..- mannt- e d ·t -:gt~ ,ovemment's c:ontention is un• · 

n u wn about w nich we are -sked to -
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make reco~ alions is ~ifferent from the manner of making tne­
actua\ payments about wh1ch there is a -ift I • 1 A l - r~.... c prov s1on n rt cle 
.279(2). The fact that a prescribed pet"l'elltage of 8 tax does not form 
part of the. Conso~ldated Fund of India does not ip•o facto make u 
<'r any porbon of it part of the Consolidated Fund of any particular 
State. The share to which each State ls entitled would "itself. de­
pend upon the manner in which the divisible amount is distributed 
.among the States. It may be noted that. although the language of 
Article 270 closely follows that of section 138 of the. Government 
of India Act, 1935, the scheme for the allocation and distribution of 
iDcome-tax in the Government of India (Distribution of Revenues) 
.Order, 1936, was ~ever challeng~ on the ground that the manner 
of distribution laicl down by it did not c:omctiy carry out the in­
tention of section 138 of that Act. 

19. We do not think it proper to consider this problem on the 
assumption of what the Centre and each of the States could have 
raised by levying the tax CODCUITeDtly ud dividing the . proceeds of 
the Central tax on that basis, as suggested by the Government of 
West Bengal. The Constitution does not recognise that any State 
ltas a right to the income-tax collected or even arising in its area. A 
State acquires the right to a definite ailrount of the .divisible pool 
-0niy after the manner of distribution has been prescribed by the 
President. Until a State can be said to acquire a right to a particular 
portion ~f the proceeds not forming part of the Consolidate4 Fund 
of India, there is, speaking constitutionally, no question of . the • 
transfer to one State of what belongs to another. A right of con­
current taxation in the income-tax field was not enjoyed by • any 
Part A State. The former Indian States h~ an independent right 

- to tax incomes but even in their case this right was lost under the 
Constitution as Ute integration of these States proceeded . on the 
principle that what are now called Part B States should be in . the 
same position as the former Indian Provinces with res~ct to fun_c~ons 
as well as resomces. subject. however. to some transitory proV1s1ons. 

~ - In oUT view, there is no question of considering the ~istribu-
1fon of the tax on the basis of returning to a particular State the 
whole or part of the collections in its area or on the basis·. of the 
States having -a notional right to the concurrent levy of mcom~ 
1a~=- The units in Australia and Canada bad to be asmred a quid 
pro quo for forgoing the exercise of a right to which they were en­
titled to under the Constitution. Similar procedur-:. was follow~d 
when the Commonweal th entered the field of taxabon of entertain­
ments We do not think that it is right to proceed from the. Austra-: 
nan ~d C-anadian concepts of "compensation" or "reimbursement" to 
deduce any .,scientific principle" applicable to all federal systems 

• where there is a uniform income-tax levied centrally but a part. of 
·: ,rbich has to be distributed among the units. There is no question 

' 
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q •DY compeDAtion or reimbursement in India where the former 
.Prorinces. now Parl A StalM, at any nte, neftl' possessed any right 
to tu incomes: even in the case of Part B States the integration did 

..not countenance the theory of compensation· either in respect of 
_federal assets or federal revenues passing lo the Centre. Even if 
1be State, had been in a position to levy their own income-tax, it is 
.ctifflcult to forecast what the pattern of distn"butio_n of the collections 
-.ouJd ~ave been. With a multiplicity of tu jurisdictions all the 
income which is DOW assessed to tax in Bombay or Calcutta may not 
.llave been taxable . in th·ose places. 

21. Various ba...;es have been suggested for the distribution of 
-jncome-tax among the States, the more important of which are: 

. . 
(i) the collection of income-tax in the ftrious . States; . 

(ii) the amount of income-tax realised m respect of incomes,· 
whaev« ea.med, of individuals ,aidftt in the different 

• States; 

(iii) the co:Iection of income-tax in the ffrious.States adjusted· 
with merence to the origin orili. income; 

(iv) the relative population of each State; 

(v) the relative volume of .indlJStrial ~ in each State; 

(vi) the relative per capita income of the States; and 

(vii) the needs of the different States wwwdiug U> various cri­
teri~ e.g ... area or sparseness of ppalatinn, economic back­
wardness or the inverse relative Pf!" mpita income of each 
State. 

21. ~ first three factors primarlly seek ID relate the distrlbu­
ition to the respective contributions of the aerent States to the 
-JotaI proceeds, and are intended to p10tide i. mmt adequate or 

• -cmvenient measure of such cont:ribqtioa.. At tbe other end are fac-
1ors like the are-a of a state in relation to ib population, economic 
~ and inverse relative Pff capita income which are 
~ measures of needs. Between these categories fall sug­
-~ for the adoption of such factors as population, industrial 

. labour, etc.. which are supposed to reflect baUa the needs an~ to 
-.a.a extent. the contribution of the States. 

%1 The relevance of the factor of contnbution in the distribution 
-of a shared tu will be generally acknowledged. It is recognised. I 
Jx,wever, that collection is an ina<lequate index of contt'ibution. 
Some COQ.:i.laeration of the facts regarding collection will serve to ' 
lbri.ag this out dear;y. Between them. the two State of Bombay ' 
. Mid West Bengal account for nearly three-quarten of the rollections 
-al. income-tax in the country: of these collections again. about 
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mad within tht" r iti~ of mb:1y :rnti f' :iknUa:. 
l b. CPUe.c.lion of inromt--lA wHMn 1hf" limil,; of' 

~ tw cities ,,, 1c.h c\C'C-0 1 nl for th<' ~re:.trr p;1 f th collPrtiom 
1D lM t'OUntt)· . do not i t he- m~in ar i~ on Act•onnt nf ;irt1v1t1 s 
which arc e.c-nfinc-d to tho, i m i ls. Nor can the hi~h rn1Jr ctions be 
acrounte<l fer y economi ac:liv ity whirh ;~ ~rtf"ri lnrg,, 10 

the tales of w 11ch the .. v ar t h capiuls , J.ndttd. thou~h it is 
imposs1ble to inci cate in wha t d c~r e incomf! subjcrh>d to tax in. 
the.ce c1 1es sh u l be ascribed to other Sbtcs.. there is no doubt 
that a bs1.ant1a l pa • t • ax rece1pts in these big port cities in 
b ct a rue.. n -=-necl of incomes originaCing beyond the boundaries . 
of c- rc-c:. ~•1 • ~ tat,.s. The high collections ot income-tax in th~e 
all-India cities are due in a large measure to their bei-qg in a se~e · 
~ .s of the cou.rih . :s rmport and export trade and to the c:on-­
rentration wit .in their confines o • the head offices of companies and ' 
oiher ~ •=-• .::=, ns operatfng all over the country. A study o the in- ­
f-on.:J..4u,:,n co:.iected y s from some of the larger concerns indicates 
that ilie ases of i.."lcom e-<:reatio!" are f more di_versi.fied and widely 
sp.-uc oYer Cle cou...11try" than th facts of colltttion would seem to.. 
sugges-

24.. Apart from the impracticability of establishing the precise 
amtribution of different regions to a comman. tu, the doctrine ot· 
emi-orn\C allegiance on which the principle of c:ontribution is based . . 
is open to objection when applied to the sharing of the proceeds of a 
m among the units of a federation. 'Die bases of residence or 
eaigiD-in so far as origin can be identified----may be conveniently­
llR:d for providing relief from double taution as between two, . 
SH&.eign states. but may not give p1oper nmlts in the allocation. . 
el. the proceeds of a Central tax like illCDl.ne-tu among the Sta!es . 
fl. a country. The incomes which are e.amed in different States in . 
lama cannot be put in the same catecor, as incomes earned in 
differmt sovereign Stat~ Unlike the i.MMNMS earned in the • 
ditfttml units of a federation the incomes wbicb are uxable by a, 

mftftigD state are aot necessarily or ·diredl:, conditioned by the • 
policies punued by other States. In a federation the policies of the · 
federal government are mainly conceited in the national interest. 
ad these may confer unequal benefits aDd may impose unequal bur- -
._ 00 the different units. To illustrate the point, Central policies . 
~ the regulation of company operations. the deve!opment 
al nilway, ud ports, tariffs and su~ ~ rates, ~ sub­
sidies- c:ootrol, regulation and locailoll ~ industries ~ pnce con- • 
tnl are conceived and operated in the broad natloaal interest. These 
policirs have a bearing on the pattern Gt deftlopment of largHCale 
emerpnse in iDdust.ry and trade which are ~part.ant contributory 

of • come-tax. Since the benelts which mull ln the growlh :=rpr: flow from policies pursued OD the pound of nationat ~ 

I 
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. . c reason whY national considerations should: 
mtettSl, there 15 ~ f\ry ce the sharing of the proceeds of taxes on 

.. 
• 

I 

I 
\ in a large measure in uen . • l 

such ent.erprise• . . • 
1 

in favour of giving collection some import-
,s. Another arg~mb e: n of income-tax is based on tbe heavier 

. ance in the distri u o 11 f made 
nst"bilities of States where large co ec lODS ~ • to look 

RSPO probl f law and order and welfare m respect of the 
after the . emsf 'ndoustn·a1 labour in those States. The very con-
concentration o 1 • • lh 

tratio of industries and business enterpnses m ose Statc:s, 
c:en ° 

1 
__ .. _ to :- -ased receipts in the State sphere from such 

however, ~ .a..a-A.. rta· t du•: h' h d' beads as swnps, sa}es taxes and ente mmen .ues w ic ueeUy 

benefit the State finances. 

1 Taking all the consideration~ into ~t, we _believe that 
the basis of collections, either unadJu..~d or adjusted with reference 
to residence .of tu-payers, wµl J!Dt secure by itseH an equitable dis­
tribution among the various States. We think.~ lhat .even if 
it were pnctfcable to ascertain precisely the coatnlmtion cl ~ e 
.ari<:1Js units to the pool of income-tax, distribution based solely on 
this criterion might not be satisfactory. It might not substantially 
conform to the relative responsibility of the various States to pro­

vide guvemmental services to the people. Whatever the theoretical 
validity of alternative indexes of contributi~ a proper scheme of 
distribution-should not overlook the bro~d purpose of the devolution 
oi teftD11eS to the States. which is to make larger funds available 
to them to meet their expanding responsibilities in teped of -the 
welfare of their population. 

%'l. In so far as needs should. in our view. farm the main criteriiln. 
of distribution, we consider that only a broad meas,.;; e of need such 
as is gi,en by the respective populations of the SWes is suitable for 
applicatim in the distribution · of the proceeds al a shared tax. 
-Further refinements of the needs criterion or specia;ised and pllti-_ 
cular ~ of needs should be left for consideration ill relation 
to ~-aid. as such factors l~e area, or spa,seres of population 
"""nmuc backw-....a--- c----=a1 d:ile. • ' . 4U,~. ™DO uuculties. spria) burdens or 
~ts of a Sta~. etc. are more relevant to the determina­
tion of grants-in-aid. 

28.. There remain the bases of • d · ·a1 national . m ustri labour and Pff' capitn 
labour in=·~ has been argued that the volume of industrial 
yielcllna . ects both the contribution of• State to the tu­
nistnti1e ~lafnd the State's needs in the way of ~r admi-

e&llll we are ~rvi- lt • h • • 
.i partial indn of . "'~ 15, owever, Ill our~ only 
~ .... . either rontnbution or needs. In regard to the 

m-.;non o{ per ca • t . 
individual Statts d P1 a income, there are no figures fo~ 

an we are unable, in the circumstaaces.. to form 

I 
I 

~ 
. ~ 
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I 
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-any i~ea regarding the possible use of. sacla data for the purpose of 
distribution of income-tax. We wish to emphasise here that we 

• • attach the utmost importance to the selection of facton which can· be 
.related to definite, unambiguous aDcl authoritative data. 

29. The elements which, in our opinion, should enter into the 
_appropriate scheme of distribution of income-~ ~us are: (I) a . 
general measure of needs f urnisbed by population, and (il) conhibu­

-tion. It will be perfectly justifiable, In our.view, to give a moderate 
. weight in the scheme of distribution to tbe factor ·of contribution. 
· It is pertinent to bear in mind the fact that there is all over the 
: cour.try a core of incomes-particularly in the range of personal ~d 
sm·au business incomes-which could be treated as of local origin. 

: Having regard to the essential postulate of definiteness in the factors 
: chosen, the figures of collections furnish the only index available in 
. respect of contribution, though, as the preceding paragraphs indica~ 
. they are .an inadequate and partial measure. On a broad view of the 
posit.ion, we propose that twenty per cent. of the States' share of the 

. divisible pool should be distributed among the States on the basis 
• . of the relative collections of States and eighty per cent. on the basis 

. of their relative population according to the census of 1951. 

) .. , · 

30. As reg;mis the actual dis~bution of the S~tes' share in each 
vear. we consider that it will be convenient, both to the States and to A 

the Centre, if as at present, the shares are expressed as fixed ·per, 
: centages instead of our formula being left to be applied each year. 
We accordingly propose that the shares of each of the States should 
be expressed as a percentage of the total States' share. We have 

. applied the formula for distribution which we propose to the actual 
figures of collections f oi- the three years ending 1950-51 with suitable 
adjustments in the case of the Part B States; figures of population 
taker: by us relate to the 1951 census. We accordingly recommend 
that the percentage share of the net proceeds of income-tax assigned 
to the States should be distributed a~ them in the following • 
manner :-

State • Pe-r cent. 

Assam 2·25 

Bihar 9.75 

Bombay 17·50 

Hyderabad 4·50 

Madhya Bharat 1•75 
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s~ Per cent 

Madhya Pradesh 5 ·25 

Madras 1s·-2s 

Mysore 2·25 

Orissa 3·50 

Patia.la and East Punjab States 
Union 0·75 

Punjab 3·25 

Rajastban 3·50 

Saurashtra 1·00 

Travancore-Cochin 2·50 

Uttar Pradesh 15·75 

West Bengal 11·25 

3L.Share attributable to Par..t. C States.-As re)ards the percentage-­
to be fixed under sub-clause (3) of Article 270 in regard to the Part c • 
States we recommend that this should be prescribed as two and three­
quarters per cent. of the net proceeds of the tax instead of at one per 
cent. as at present. We have arrived at this figure by allocating to 
all the Part C States taken together the share which would have 
accrued to them collectively had they been entitled to a share of · 
iP-H1e-tu on the same basis as that adopted· by us for the Part A. 
and Pm B States. • 

32. Cort of co11ection.-We should like to draw attention to an· 
iRcidental point in.connection with the calculation of the net proceeds . 
el mmine-tax. We understand that the practice bas been to apportion 
tbe CIDlt of. collection Jlf'O rota between income-tu and corporation tax 
on tbe basis of the net revenue under· these beads. This method of • 
apportionment was originally suggested by Sir Otto N"iemeyer. We 

• 'lrl!n! informed by the Central Bo~rd of Revenue that recent expe­
rienc:e indicated that this method did not secure an equitable appor- -
tionment of the cost between C9rporation tu· an4 income-tax, and 
the:, suggested an alternative formula for our consideration. This, 
howewb', seems to us to be a matter for the Comptroller and Auditor- . 
Ceneral to decide, as under Article 279(1) of the Constitution the -
~ proceeds" in relation to any tax or duty have to be ascertained 
_. certified by him and, in the process, the cost of collection has to 
lie taken into accounL In such computations • we have bad to make -
af tbe net proceeds of income-tax we have, however, allowed for the -
fact that a somewhat larger share of the cost of collection may be­
ePocahle to in@me-tax than under the present formula. 



7R 
33. "Revenue r,ap grant" nj Paf't A States.-In making our recom~, 

mendations in regard to the percentage of the net proceeds of income: 
tn to be assigned to th Sta es and the distnlrution of the States 
shat't' among th m we have taken into att00.nt the population and 
the oo1leclions of lhe "me· ·ged areas" incl~ in the various Part A 
St.ates. As these St.al<>s wilJ be receiving tht-ir share of divisible ta-xes 
on a common basis with all the other States, the "revenue gap grants" 
whicl1 the St.ates of Bihar, Bomb .. y, Madhya Pradesh and West Bengal 
ar-e now receiving in respect of the "me,-ged areas" should be dis. 
rontinued with effect from the )st April 1952 and any payments made 
in the current year should be adjusted against their respec,·ve shares 

-of the divisible taxes for the year . 

• 
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Dx\·,s10N r Ur-ctoM ' 

. . , proci~;0 ~ - The dl ri i • t.w .n the U I J 
Constttuttotl(H d ~ · • I • •h - ·..a. d 

of U 
. a·t,t=~s l'( c-s ,st' . ot e , an l'IA:u ut fl on m. 1 • 

·:the States mon • - . f k- !12 •• 
nal and toilet preparation ' i g verned by r IC .. l • Cons11·.~ 

.tion which runs as follows : 
. d t·es or ex else other than such &s ot i -

' 
' 

"Umon u 1 • • ""' 
medicinal and toilet prepnl'nbons s Ill cnenU !d Jl '.hf 
Union List shall be \l'v ied nd colll'cted by the Gcr'W't>rl). 

ment of India, but, if Parliament by law 90 provid , I'! 

~all be paid out of the Consolid:.ted Fund oi ladi t'l 

States to which the law .imposing the duly f!Jtend:i 3.._11™ 

equivalent to the whole or any part of ~he net p~ .::t 
that duty, :md U1osc sums shall be dist.nb11led mong ~ 
Slates in accordance w ith such principl~ of dist bu ion a, 
mny be formulated by ,;uch lnw.'' 

2. In Chapter 1 we have bricOy indlc~trd \he ttllSun which h:ivt 
'Jed us to suggest thol ll pnrt of th additional resoums to be m it 

.available to the Slates should take- the form of 11 share of the reven 11~ 

from Union excises. We hod 11ml to consider whether, having regilrd 
to the provisions or A1·llclc 272 of the Constitution which leave! It to 
Parliament to provide by lnw for the dlstr lbutlon of Union cxrut"!I 
bctwt"Cn the Union and the Stah.•B, the Commmion were com •t nt 
to make rceommendallons In thin behalf to the President. Article 
280(3) (a) which nst. ·upon the Commlu lon the duty of muking r n:­
fflt'ndalio11s In regard to the dlr.1lrlbutlon betwttn the Union and the 
Statt-s of the net procecda of dlvldcd t.m,et doea oot Umit 1he Com 
million' s funcUona to such taxes 01 "re already dtwdble but r t r r,i 

allo to tans which " may be" dlvld~d between the Uni<Jn an<l -
.Stat.a.. w~, therefore, consider that It. ia within the com~tt nrr of 
tM Commil&ion to recommend to the Pr~ 14rnt the divisioi\ of Un.ion 

,esdlel, allhou1h our recmnmrmdollon1 In thl1 behalf eannot be 1mµ l,· 
mented without a law of ParHoment. 

~- Historical retrospect. Pnor to the bl Apnl 1921 the,~ .JIL I" 

aose duties on tnt.o_:ticating spir its and drup, saJt, cotton dotn nti 
peuoleum. The excise duty on snit cotton cloth __ ..1 ~ l ntai.ned wboll • - .... ~.o cum w i 
. . y by the Centre. Tl1e excl1e on iALm:icatinc ,pin~ .,nJ 
clrup was wholly provincial in some of the Prr--- __ _. d' t.1Ad 

head m ot~n The G ~-- - a I Vruc •. overnrrumt of India Act l919 lilt; ltd 
·excise duty on intoxicating 11 ' • • ,a :and 1-11 ,L.- . th _. qu(Jt !l and dru&s wholly to tht Preivin,.n 

u:i I.I~ o er ex.c,se d t . u l t:$ to t he r mre. Tue duty on (ot!'"n 
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cloth was subsequently rem~ bnt duties on matches, sugar; steer. 
ingo\s and ke~ were levied from time to time. By 1937-38 the-· 
total revenue from these four n:dlll!I and the excise on petrol amount­
ed to Rs. 7 ·66 crores, against Rs. 2·71 Cl'Oft:S realised from the excise . 
duties on cotton clolh and petrol in 1921-22. With the outbreak of the· 
war, the need to meet the rising cost of defence expenditure led to 
increases in the rates of duty on these mmmodities and to the levy or 
excise duties on other articles. A duty on pneumatic tyres and tubes; 
was imposed in 19tl-42 while in 1M2-43 ·the flnt step was taken in· 
lhe levy of an excise duty on tobacco, which hu since developed into­
the most fruitful single source of excise tapped so far. An excise . 
duly on "vegetable produc~" was levied in 19'l3-44 and duties on.­
be~uts, tea and coffee were imposed in the following ye~. An. 
excise duty on cloth was imposed in lM?-48 while the duty on betelnut · 
was withdrawn in 1948-49. At present twelve important commodities.. 
are subject to Union excises and the revenue from them in 1951-..52: 
amounted to Rs. 84 crores. 

4. The Taxation Enquiry Committee recommended that excise-­
duties levied for revenue purposes, which in many cases may have to· 
be regulated with reference to customs duties and where consumption_ 
of the _commodities may also be difficult to trace, should be Central 
During the discussions preceding the enactment of the Government 
o! India Act, 1935, the question of utilising Union ·excises for making· 
more resources available to the units was first considered by the­
Statutory Commission. The Commission proposed that a Provincial~ 
Fund should be established from the proceeds of certain new exci.c;es­
and possibly of the salt duty. The amount in the fund was to be 
automatically distributed to the Provinces on a per capita basis. The 
Percy Committee (1932) recommended that the Federal Legislature. 
should be empowered to assign to the units the whole or any part: 
of the proceeds of federal excises. This was ~orsed by the Joint. 
Committee of Parliament on Indian Constitutional Reforms and em­
bodied in section 140 (1) of the Gavamnent of India Act, 1935. Th~ 
provision in this section was, however, not av~ed of for transferring. 
a part of any Central excise to the Provinces. 

-5. ~e Expert Committee DD the l'inancial Pro~o~ of the U~on.: 
• Constitution· recommended no change in the Ce>nstitutional position. 

as embodied in the Government of India Act, 1935, but suggested that 
one-half of the net proceeds of the duty on tobacco should be assigned. 
to the Provinces and distributed on the basis of estimated consump­
tion. The Constitution made no speci&c provision for the sharing o! • 
an7 excise duty and left the matter to be regulated, u in the past;. 
by an Act of the Union ParliamenL • 

• 6. While as mentioned earlier, Union excises were not shared 
- ' • th were arrangements for between the Centre and the Provmees. ere 

' 

0 

• I 

I 

~I 
I 
I 

• 

A 



1 
I , .. 
i . 
1. 
I 
I 

I 

81 

the sharing of some of the exc:ges like those on matches, sugar, 
tobacco and vegetable products with some of the l.ormer Indian States 
before their integration. These sharing arrangements, the basis of 
which sometimes varied from Stale lo Stale. lapsed wilh the financial 
integration of these States and no State is now in receipt of a share 
of any Central excise duty. 

7. Claim, adoanced by State,.-During our earlier di~ons with 
the State Governments. the possibility o( crastri!,uting Union excises 
was not prominently before us. although this had bcc?n raised by a few 
of the State Governments nor had we specific:alJy asked for the views 
of the State Governments on th!s questioD. But as our disJ:ussioDs 
with the State Governments progressed we fell that we should f~mal­
ly obtain their views. We accordingly add1Bied them on the 19th 
September 1952 and we reproduce the commGmeation In Appendix 
IV. We received the views of all the. State Gavernments, and have 
taken them into account in making our RW1@W1-iations. 

8. All the States except Bombay, Madhya Pradesh. Assam and 
Bajasthan, suggested the distribution of aD the escL~ duties. The 
Bombay Government suggested the distribution of the duties on 
tobacco, matches. cloth, sugar and tyres. the Madhya Pradesh Gov­
emment the duty on tobacco. the Assam Gaverm:nent the duties on 
sugar, cotton cloth. tobacco. matches, petrol and tea and the Rajasthan 
Government the duties on cloth, sugar, ma:cbes and tDbacco. 1~ the 
States except Assam, Myso~ Travancore-Cocllin. Saurashtra, Punjab 
and Rajasthan-proposed that the dutie. sugested by them should be 

·.divided equally between the Centre and the States. The Government 
of Assam· suggested that a fund of & 30 c:rores should be created 
aonuaUy for the benefit of the States from the prcceeds of the duties 
on sugar, cotton cloth. tobacco and matcbes. while the e.-,:cise duty on 
tea should be divided equally between the Centre and the States. 
In iegard to pe~ the State asked for a s;,ecial allccation of '15 per 
cent of the duty to Assam on the basis oi prou!JCUOll.. The Govern­
ments of M~re and Travancore-Cochin propmed that 70 per cent of 
the net proceeds of zll excise duties sboul be allocated to the States 
while the Government of Sau..Yc1Shtra sugested that 60 per cent 
should be the States' share. The Punjab and Rajzwo Gcvemments 
expressed no view on this aspect of the questioll & regards the dis­
tribution of the States' share a::nong them Madras. West Bengal, 
Punjab and Bihar suggested comumption as the basis. Uttar Pradesh, 
Madhya Pradesh, Assam. Madhya Bharat. TravanCDe-Cochin and the 
Patiala and East Punjab States Union propoRd population. Orissa 
suggested that half the States' share should be distributed on the 
bais of population and the balance on the basis o( ll'ta of the State, 
and Saurashtra that 80 per cent should be distn'"bated on a populat'.011 
basis and the balance on a consumption basis. The Government of 
Bombay sugg5ted the distribution o{ the States' share a«ording to 

311-1 



82 
their relative contribution to th receipts. The Government of Mysore 
sugg~sl~ that 45 per cent lo GO per cent of \he St.Ates' share might 
be distnbu_ted on lhe basis of collection, 35 per cent to 50 per cent 
on lhe baslS of population or consumption and 5 per cent with refer­
~nce to special circumstances. 

9. S£lccfion of eJ."cises to be divided and Stafa' share.-We had first 
to consider whet.her• the Stales should be given a share in all the 
Un·on e-~cises or in only one or more selected excises. We consider 
tha~ it is inad is~ble, at any rate to begin with. to divide ·too many 
excises, particularly as the yield from some of them is relatively 
small, and that it is desirable to restrict the division to a few selected 
excises. The selected excises should be such as are levied on com­
modities which are of common and widespread consumption and 
which yield a sizeable sum of revenue for distribution. There should 
als~ be reasonable s tability of yield and comparative immunity of the 
·utie.s: selected from fluctuations related to changes in the customs 

ta.riff.. Ta.king all these factors into account we have come to the 
conclusion that duties on tobacco (including cigarettes, cigars, etc.), 
matches and vegetable products are the most suitable for distribution. 
We recommend that 40 per cent of the net proceeds of these duties_ be 
ailocated _to the States. Vie have fixed the States-share with reference 
t o the amount which, in our scheme as a whole, we consider it appro­
priate should be transferred to the States by the division of excise 
duties. 

O. Dinributicm. of States' share.-Tbe question of determining the 
mode of distribution remains. The reS<>Un:l!S of the States require to 
be strengthened. At the same time. the scberoe of distribution needs 
to be balanced and equitable as a whole. For the period with which 
we are concerned, we believe these objectives ~ be achieved by 
recommending the distribution of tl:te excise duties on • a peT capita 
basis. We, therefore, recommend that the State:' share of the excise 
duties be <iistributed among them on the basis of population. 

11. As we have mentioned earlier, some States have suggested 
consumption as the basis of distribution. That basis cannot at present 
be considered, as there are no reliable data regarding the consump- . 
tion of each o! the commodities in the various States. We recommend 
that steps .should be taken to coll~~t and maintain stat~tics of ~e 
consumption of all major commod1t1e;. that may be subJect to Umon 

• from time to t ime, so that the data may be available to the . 
exC'lSe - • bat t· I ~:nmission in future. We recognize, however. t • me 1cu ous accu-
ra~y in regard to these figures may not be possible. 

I2. Even if the requisite data become availabl~ ~uring the pel"i~d 
CO'\•ered by our recommendations, we are of the opuuon that t!1e basis 

d . · 1.. t ·on wh•ch we have !:Uggested should not be disturbed for 1str 11.u 1 • 



~3 
St te should h.ave the least un-

h r of Seco dly, it is 
hat adj\dtm~ts w rnu.1to be called fot" • 

durln, tllls period. Firs ly, th 
~nty wilh ttg nl to th ir 
not pcaible at this daR~ to say 
l - -1.. ..... af di ·butfon of r ven 
~~r~~~ . d~ 
• an inteR!'•ted one, 11 the x ff 

• to be treated 
"buted on the 

mail of co111UD1ption. . 
. n this subject C2D. bl!! giv n ffec to 

u . ()or recornmend~t•o;nt 
0
and w e suggest that action to p omote 

oalJ by an Act 0 ~ P.U:h0 ":na be taken at the earliest •jble da1e. 
the nuem•~ legi•l=~nthat ~his legisl ation sbou1d be ~ e~ eff~ct to 
We further ~ Th Act may provide for the distu but1on of 
from the 1st April 1952. e f the three e,rdvs 11111ested by us for 
the share of the net proceed:h o following basis, which npTesents the 
alloation tt? the Statesulonti. e of the different States in accordance 
percentage.I of the pop a on 
with the Census of 1951. 

:State 

.Assam 

'Bihar 
~mbay 
::Hyderabad 
Madhya Bharat 

:Madhya Pradesh 
Madras 
~ysore 
Orissa 
Patiala and East Punjab States Union 

Punjab 
Raja.sthan 

Saurashtra 
Travancore-Cochin 
Uttar Pradesh 

Per cent 
2·61 

11·60 
10·37 

S-39 

2-29 

6·13 
16-4-l 

! ·S-2 
4·22 

1·00 

3·66 

4•41 

1·19 
2·68 

18-23 

West Bengal 1·16 

.. 
f 

14.. When the excise d'uty on tobacco ,vas first levied in 1943-41, the 
Central Government considered it desil'able to avoid the taxation of 
this camrnoclity both by the Cenu·e and by the Provinces. They 
accantinllJ invited the four Provinces that were taxing tobacco, in 

,one flDlm or another. namely, Bombay, Madras. Central Provinces and 
Punjab, to suspend their measures of taxation and refrain fTom taxing 
tobacco They agreed to pay a compensation on this account of. 
lb. 29 lakhs a year to Bombay, Rs. 22 lakhs a year to Madras, 
.Rs. 1·5 lakbs a year to the Central Provinces and Rs. 6,000 a year to 
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Punjab for a period of five years, when th@ paaition wu to be further 
, • revi~wed. The compensation paid to Punjab was withdrawn after 

the partition while the payment to Madhya Pradesh has. remained 
unchanged. With effect from the 1st April ttll the amount of com­
pensation payable to Madras was raised to Rs. 58 lakhs and that to 
Bombay to Rs. 54 lakhs. We see no reason why, when the remaining 

' J 

" 

States are left free to tax tobacco (and some of them actually do so), 
only these three States should be called up,n to refrain from doing 
$O and receive a compensation on this ac:counl As we are recommend­
ing that a part of the excise duty on this cornrncvtity should be distri­
buted to the States, we feel that it would be anomalous to continue 
the compensation payments to these· States. We accordingly recom­
mend that the existing arrangements with these States should be 
tHmh"1ated with effect from the 1st April 1953, leaving them free to 
levy such taxes as they may like. • 
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CHAPI'ER VI 

G1W1TS-m-un m LIEU ar J~ EXPORT Duff 

Cmutitution41 provi.rion.-One of the forms of grants-in-aid pro­
vided for by the Constitution is to the four States of West Bengal, 
Bihar, Assam and Orissa in lieu of their are of the nport duty 
• jute and jute products. We have been di:m:1ed by the President to 
make recommll:!Ddations to him regarding tbe sums lo 1H! prescribed as 
4'X'ants-in-aid payable to these States under Article 273. 

2.. Hutorica1 mroapect.-Tbe jute- expwt duty was flrst levied in 
1916 and became divisible with the ~ Provillces only 
under the Government of India Act. 1935. TIie question of giving the 
jute-growing Provinces a share of ti.: apart duty on jute and jute 
moducts was considered during the comdih•t;,raJ discussinm p~­
.ing the ena- ~•ED• of the Govemmmt of lndia·Act, 1935. The Gov­
miment of India Act, 1935, in Section 140(2) provided that "one half 
ar such greater proportion as His Majesty in OJn::,r:il may determine 
of the net proc:eecb. in each year of any ezpart duty on jute or jute pro­
ducts shall not form part of the revenues of the federation, but shall be 
assigned to tbe Provinces or federated Sims in which jute is grown 
in proportion· to the respective amounts of jute grown therein." Sir 
Otto Niemeyer who was asked to make 'l'fflR!Jmendations regarding 
1he proportion of the export duty to be "pad to the Provinces 
wc:ornrnenn.ed that the -provincial shale he- maeased to 62i per cent 
cf the net proceeds and this recommendation was ernbodi~ in the 
Government of India (Distribution of Bet&iii!:5) Order, 1936. 

'3. The division of Bengal and Asam on the partition of the 
aun.try, which resulted in roughly 11 per mat of the jute growing 
area of undivided India being included in Pakistan, necessitated the 
ncomideratiaa of the allocation of the dat7 made in the Govern­
ment of India Act, 1935, particularly • the basis of distribution 
between the . Provine-es was the amount of jute grown • in them. 
Accordingly, when the Government of India Act. 1935, was adapted 
at the time of the transfer of ~wer. ~ prvrision in Sectjon 140 about 
the proportion of the jute export duty lllomble to the Provinces was 
amended and the provincial share was left to be prescribed by Order 
af the Governor General. In the altered dmnmtances the Govern­
ment of India decided that the share of the Jute export duty allocable 
to the ProviDca should be reduced from 121 per cent of the net 
proceeds to 20 per cent, the buis of allocation amoag the Provinces 
c:oatinuin& to be the amount of jute crown in them. the necessary 
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Order was made by the Governor General from year t& year prescrib­
ing this percentage. This reduction in the share of the Jute export. 
duty led to protests from cer tain jute-growing State. The difficulty 
cnated for the Government of West Bengal by the Joa of reve~ue 
from this source was r@l'Ognis~ by the Ooftmment of India who 
sanctioned ad hoe grants of Rs. 40 Jakhl in 11N7-48 and Rs. 50 Jakha, 

in each of the years 1948--49 imd 1949-50. 

4. the Expert Committee on the Financial Provisions of the Union 
Constitution held that export dutie, were unsuitable for sharing with 
the Provinces and recommended that these should be entirely Central. 
They, however, proposed that the Provinces which were receiving a 
sr.:u-e of the export duty on jute and jute products should be compen­
sated for the loss of this item of revenue. They suggested a grant of 
Rs. 100 lakhs to WeEt Bengal, Rs. 15 lakhs to Assam, Rs. 17 lakhs .to 
Bihar and Rs. 3 Jakhs to Orissa. 

5. The Constitution has made no provision for the sharing of export 
duties. The principle of compensation. for a transitional period, to 
the four jute-growing States was incorporated in Article 273: The 
sums to be paid were not, however, specified bu~ were left to be 
prescribed by the· Order of the President. Mter a Finance Commis­
sion have been constituted, the President is required to make the 
Order after considering the recommendations of the Commission. 

6. In November 1949 the Government of India requested Shri C. D. 
Desbmukh to determine the grants-in-aid payable to the four States 
mentioned above: Shri Deshmukh held that the grants-in-aid pay­
able to these States must necessarily be related to the sums actually 
received in the past by the States concerned, viewed as part of their 
revenue, and could not be related to any estimates of the net proceeds 
in future years of the export duty. He decided that, until the Fina.J:ice 
C-ommission proposed any revision, the following annual grants-in-aid 
shoald be paid to these States: - • • 

West Bengal 
Assam 
Bihar 
Orissa 

(1,. lakhs _of rupees). 
105 
40 
35 

5 
These gran~in-aid were paid in 1950-51 and 1951-52. 

1. Claiffl8 by State.r.-In their representations to the Commission 
the Government of West Bengal stated that the reduction of the pro­
vincial share of the jute export duty by the Government of India in 
1947 without consulting the Provinces was unjustified and did not take 
into account the fact that because of the l<>Qtion of the jute industry 
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. . . . . from the expo,·~ ,., 
m Calcutta there wa.c; no dlmmut1on 1n the rnenue th duction " 
duty as a result of the partition. They contended tb~t ~re volume 
m the provincial share and its distribution on the basiS ~ ~ost the 
of jute grown adversely affected West Bengal ~1 • e th other 
whole of the manufacturing capacity was located, -: ~~ e f Sbri 
jute-growing Provinces. They aJso stated that tbie CJ~on o West 
C. D. Deshmukh about the amount of the grant,.DMid pay~ble to 
Bengal, which related it to the sums actually received m the past, 
was not correct as the basis of the previous allocation itself was o~en 
to question. They submitted that the Commimion bad first to d~~i~e, 
having regard to the language of Article 273 (1), whether the g, a..its 
should vary from year to year in relation to the net proc~eds of each 
year and, if the Commission came to the conclusion that the grants 
should be fixed once for all, they suggested that the grants should 
be med in relation to the revenue of 1951-52.. Incidentally, we may 
mention that the Government of West Bengal in their comments en 
the Deshmukh award (a copy of which was submitted 'by them to us) 
agreed "tha\ the grants or the compensation payments must b_e relat-
ed to the sums received in the past and not what may be received in 

• the future". 

The Government of Assam urged that the Commission shou)d 
restore the States• 5hare of the duty to the original 62} per cent. 

The Government of Orissa were of the view that if the grant-in-aid 
_was to be in the nature of a compensation the aJD011Dt should be fixed 
en the basis of what the States had actually received in the past. 

The Government of Bihar suggested that the share of the jute­
growing Provinces sh~uld be fi.,ced at a suitable percentage, above 20 
_per cent of the net proceeds of the duty, and distributed on the basis 
of the amount of jute grown in each Province. 

8. !'":plication.s of Constitutional p-Totri.sions.:-ln view of the point 
-raised---__. by some of the _States regarding the constmdion of Article 273 
we bad first to consider whether the language of this Article req • d 
the gran~ to be related to the net proceeds of the duty in w r e h 
year. After a careful examination of the question _ bav eac 
the _. · that th Articl _,._ e come to 

coruUSion e e cannot bear such an int ta -
Fintly, d the intention of the Constitution bad been to ~pre_ tion. 
the limited period mentioned in Article 273 the right of th ~tam, for 
mentioned in that Article to a grant equivaient to a shar et our States 
duty OD jute and jute produtts, the Constitution woul;: the export 
specific provision to that effect. Secondly in t a~e made a 
requifts the President to presci-ibe sums of mone ~~ this Article 
not shares of revenue. Thirdly as jute is gr ~ .or e3 ~h State arid 
States also it could not have been the int 

0
ti~ 1n some of tlie other 

t limi·t lb en on of the C • • 
o e payment of the grants-in-aid to these f onstJ tution 

our States, excep,( 
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on the basts of c:ompensation for~ lea of 1n item of ttftDUe whtch 
had .11rtrued to them in th pasl We t.'l'.lmlde.· that the ~ In 
this Arlit"le ID Uw pAyment befnr in JiN of a shire of the a:port duty 
should ~ construed not as continuinc a riabt to• shire of n!ftllue but 
as inciical!ng the re:ason for which t h@ 1111nts~in-aid ll'f! to be made. 
~imiJarl y . the ttference in sub-c.laUII! (2) of that ArUcle to the conti­
nuance of the export duty on jute u a coaditJon to the makint of the 
grant should be construed not as establishing any dlreet eonneclion 
between the amounts of the grants-m-akl and the revenue colleded 
in u ch year, but as limi ting the payment of the grant to the period 
during which th~ duty itself- in n!prd ta which the temporuy right 
to re<-eive a grant arose-----continues. We :!ff, ther~ore, of the view 
that 1.he granLi;..in-aid under this Article should not be related to he 
~mount of the revenue in each year sulfRquent to the commencement 
of the Constitution. For the same reason, we are unable to accept the 
contention of West Bengal that the grants-in-aid should be related 
to the revenue of 1951-52. 

9. A suggestion was made before us by a Chamber of Commerce 
that the grants-in-aid to these four States should be determined with 
reference to the proportion which the revenue from this source bore in 
the past to the total revenue of the State. 1n· the allocation of the 
States' share of the export duty in the past trus· bad never been a 
consideration and we see no reason "•hy it should now be imported 
into this question. The suggestion also seems to ignore the fact that 
under the Constitution ~ms have lo be prescribed wfiic:b, once pres­
cribed. will continue to be~; it would be im,POSSl"ble to do this 
if the grants-in-aid were to be related to the total revenue· of the 
State in subsequent years, which cannot be foreseen. 

10. Determination of gnmts-ia«.--On the .view of the constitu­
tional provision taken by us the grantHn-aid payable to these States 
have to be of fixed sums. Considering, however, the objection raised 
by the Govemmen ts of these States that the alteration in the provin­
cial share of the export duty by the Government of India in 1947 was 
made ·without consulting the~ we feel that it would not be proper 
to fix the grants-in-aid with refermce to the actual sums received by 
the four States under the revised allocation. In our opinion it would 

_ be reasonable if the shares of these States in l~the last year 
in which . the States were entitled to a share of the jute export duty­
were worked out on the basis of alloaltion before its modification by 
lhe Government of India in l.M7, and grants were determined accord­
ingly. 

11. The Government of India Act. 1935, read with the Govel"llJl!ent 
• of India (Diitribu tion of Reve1111e11) Order, 1936, provided for the dis­
tribution of 62i per cent of the ad proceeds of the export duty on 
jute and Jute producta amonc tw Jute-trowing Provinces in propor­
tion to the volume of jute grown &herein. In 1949-50 the net proceeds 

( 
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of the export duly were Rs. 968 lakhs and the divisible pool for that 
1ear at 621 per cent would amount to Rs. 805 lakhs. The total 
quantity of raw jute exported in 1949-50 .,.. 2-ol lath tons and the 
raw Jute Uled in the manufactured goods opor1ed in .that year (on 
the assumption• that the manufactun! ol 1 too of jute goods requires 
29 maunds of raw jute) was 8 ·38 lakb tom. Daring that year the 
production of raw jute in these four States was: 

West Bengal 

Bihar 
Assam 
Orissa 

(la Wc1L1 o/ tom) 

2-51 
1·29 

1·"8 
0·26 

As the .basis of distribution, which bas remained unchanged ever 
since the jute duty began to be shared, is the amount of jute grown, 
these four States cannot, in equity, lay claim to the whole of the 
divisible pool as a much larger quantity al ,itR than grown in these 
States went into the total exports for that year, lai:illg raw jute and 
.manufactured goods together. Even on the assumption that the entire 
production of _these States went into exports in that year and that the 
demand for local consumption was met entirely from other sources, 
the pro rata share of these States in the divisible pool for that year 
would, in round figures, amount to: 

West Bengal 
Bihar 

Orissa 

(Ia lalcJ&s of rupees) 

JSO 
'l5 
75 
lS 

t· We recommPnd that these sums be pnsuibed as grants-in-aid 
payable.annually to these States under Article %13 o! the Constitution, 
with effect from 1952--53. • 

• Mootht., Summary of Jute and Gunny Starisrin. 
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CHAPrERVII 

PRINCIPLES OF GRAJn"S-111-AJD 

Con.stituticoot provisions.- The Finance Commission have beem 
charged under Article 280 (1) {b) of the Constitution, with the duty of 
making recommendations to the President as to the principles which 
should govern the grants-in-aid of the revenues of the States out of the­
Consolidated Fund of India. Article 275 provides for the payment of 
such sums as Parliament may by law provide as grant.in-aid of the­
revenues of such States as Parliament may determine to be in need of 
assistance. The first proviso to Article 215 requires grants to be made 
to a State to enable it to meet the cost of scheines of development 
undertaken with the approval of the Central Government for the 
purpose of promoting the weJfare of the Scheduled Tribes or to raise 
the level of administration of the Scheduled Areas in the State to that 
of the rest of the areas of that State. In regard to Assam, the second 
proviso requires the payment of a grant-in-aid equivalent to the 
average excess of expenditure over the revenues of the State during 
the two years preceding the commencement of the Constitution in 
respect of the administration of the tribal areas specified in Part A of 
the table in paragraph 20 of the Sixth Schedule, and the cost of such 
schemes of development 2s may be undertaken by that State, with the 
approval of the Government of India, f(?r raising the level of adminis­
tration of these areas to that of the :est of the areas of that State. 
Provision is made in Article 273 for grants-in-aid of the revenues of 
the States of Assam, Bihar, Orissa and West Bengal in lieu of their 
share of the net proceeds of the jute export duty. 

2. We have dealt with the grants-in-aid in lieu of the share of jute 
export duty in an earlier chapter. In regard to the grants-in-aid under 
the provisos to Article 275, the principles of these grants are contained 
in the provisos themselves. The principles which we enunciate in this 
chapter would, therefore, concern the grant.in-aid of the revenues of 
States, under the substantive portion of cla~ (1) of Article 275. 

3. Scope of grants-in-aid of -revenues., The term· .. grants-in-aid of 
the revenues" has not been defined in the Q;nstitution. Both the Gov­
ernment of India Act, 1935, and the Constitution contain provisions 
under which assistance may be given to the States by way of grants. 
Section 142 of the Government of India Act provided for the payment 
of such sums as might be prescribed by Bis Majesty in Council as 
grants-in-aid of the revenues of such Provinces as His Majesty might 
determine to be in need of assistance, while Section 150 gave the 
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Centre or a Province p,wfr to make grants foD any ~ -~tw•the 
standing that the purpose 'Nas not one with respect to which. ht 
Federal or the Provincial Legislature, u the case mig}lt be, mig 
make laws provided· the burden on the revenues was for the pu~o_se • 
af India or some part of India. Arti(;le 275(1) cl. the Constitution, in its 

IWlltantive part, b worded similarly to Sec:tioD 142 of -the Go~er~ent 
of India Act_ 1935, while Article 282, except ~ the substitut,1on of 
'any public p~ for 'any purpose' also follows the wor~1ng of 
Semon 150 of the Government of India Ad, 1935. Thus Article 28Z 
permits the Unioq or a State to make grants for any public purp~e: 
notwithstanding that the purpose is not one with respect to which 
Parliament or the Legislature of a State, as the ease may be, may 
make Jaws. 

The grants made to the Provinces umh?t Section 142 of the 
Government of India Act, 1935, the grants made to Assam, Punjab 
and~ so ~ar under Article 2.75 of the Constitutlon and the grants 
made to the four jute-growing Provinces ~der Article 273, have been 
~f the nature of unconditional assistance to the revenues of tltese 
States.( All the grants have been made by formal orders issued in 
accordance with the provisions of the Constitution. The "revenue 
gap grants" made to Part B States under Article 218(1)(b) of the­
Constitution and similar grants to the P.art A States in respect of 
"'merged areas" . have likewise been unconditional grants. Under the 
powers given to the Centre by Article 282 (and previously by Section. 
15Ct of the Government of India- Act, 1~35) large sums have in the 
past been made available to the· States by-way of specific grants and 
sach grants still continue to be -mad·e. A reference to some of these 
grants is made later in the chapter. • 

5. It is possible .to argue that the term '"grants-in-aid of the 
revenues" should be construed as confining it to such grants as are 
mtended for the augmentation of the revenues of the receiving State 
without any limitation as to how the money so made available-should 
be spent. We consider that the problem has to tie viewed in the larger 
perspective of securing an equitable allocation of resources among the 
units. _We are, therefore, of the view that the scope of Article 275 
or _Article 280(3)(b) should not be limited solely to srants-in-aJd 
which are completely unconditional; grants directed to broad but well­
cle&oed purposes could reasonably be considered as falling ·th· 
their I • ti h w1 m 
. .dsa;~ n enunCJa 

01
ng t e principles which should govern grants-

m-aibo ... o e
1 
reven~ the States we accordingly propose to cover 

"'genera grants and grants for broad pU'IJJOSes. 

6. Before we proceed to a consideration of lb · · I . 
should ts-·· ·d e pnnc1p es which 

. govern gran m-a1 of the revenues of the Stat ~ es, we rezer 
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'briefly to the grants-in-aid giftn In the put by the Cenln.l Govern­
mept to lhe Stale Governments in India as well III the experience of 
other countries. 

7. General granu. -The system of gnnts in India has had a fairly ) 
long history, some re •rence lo which ha been made Jn Chapter JI. 
The system of Provincial asstpments, which was in operation before 
1919, v,as the earliest experiment in the field. The ftnt statutory 
pro\.;sion for grants-in-aid, bowe,er, came wi the Governu1ent of 
India Act, 1935, under which pant.ln-a1d were given to Provinces 
in need of assistance. These wez-e ,.._.ibed on the basis of Sir Otto 
Njemeyer's Report. Sir Otto Niemeyer made hi nquiry preparatory 
to the coming into effect of a new constitution. He proceeded Jrom 
the premise that each Provinc:e should be so 'pped as to be able 
to enjoy a reasonable prospect of maintaining financial equilibrium, 
and in particular that the chronic state of deficit into which some of 
the ProvincC's h i1d Ia11cn should be brought lo an end, consistently 
with the condition of not jeopardising the solvency of the Centre. 
He stated that in any country of the size of India there mast inevitably 
be substantial differences in standards of administrative needs and 
possibilit_ies just as there wen! in other areas of the ·same size else­
where in the world, or for that matter even in much smaller units. 
He recognised that "some Provinces are intrinsically better off than 
others and at the moment lea urgently in need of additional 
resources; and il is both fair and inevitable that a certain measure of 
corrective should be applied. even if it means that Provinces which 
have been able to attain higher standards of administration should 
now to some slight extent~ to progress more slowly". Though 
he recognised the responsaoility of the Provinces to look after their 
own budgets, he examined the budgetary position of the different 
Provinces and hence the needs al. each Ptovince, making necessary 
2djustments in the budget to make it reflect as far·as possible the 
prospective position of a Prurime. Be accordingly determined the 
measure of assistance which shauld be given to the various Provinces. 
This assistance, he recommended. lhauld be afforded in ftl'iQus forms 
such as debt cancellation. iDcrme in the share of the net proceeds 
of the jute export duty to be giftn to jute growing Provinces and 
grants-in-aid, either fixed or tapering. in the case of some Provinces. 
Grants-in-aid were thus bamd OD an assesm,P.nt of the final measure 
of need. being the amounts which were estimated to be sufficien~ to 

. place the finances of the Pnmnca on an even keel, after taking into 
account aJJ other forms of rsisttece Including devolution of reven 
and adjustment of debts. J · 

\

. s f Gran~in-aid whicH:: recommended by Sir Otto Niemeyer 
were unconditional grants. . 'Die amounts were charged on the 

!. :.revenues of the Central mmaent and accrued as revenues to the 
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Gov~m@nts of the units, and lh~re was no question of the llelp 
Govttnmffl·ls conf rming to any conditions. Later, gran~ipl 
•mounting to Rs. 100 Jakhs in 19474 . Ra. 150 la.khs each in '.e 
following two year . and Rs. 75 Jakhs in 1158-61 wen made to Punj.,. 
und~r ~ctim, 142 of he Gove1n'ffl,j!nt of India Act . 

I>. OtJfln grrmt.t.- Bnide t ~ ~ or anconditional grants I 
thtt! wtte also otheT fonn of ,uarna &iftn by the Centn. mainly of 
~ speciftc type. The more important of~-, be noticed briefly. 

During the thrtt yean mding 1945-41 die Cen1ft gaff the Govern­
ment of &nga) a total gn t of Re. 18 uv1a to lllllist tb!m in meeting 
a part of tHe npeoditure on famine and Uae mblequent rehabilitation 
measures. 

From 1~ onwar ds. the Central Govenmaat haft bttn givmg 
~ States substantial assistance for -<;row~ roocr schemes. The 
grants are given on the bas-is of schema of adllwanal food production 
prepared by State Governments. Allocatians al f1IDds are not made 
to each State as su~ but care is taken to ~ that .. "ery S~te gets 
a fair share of the total block allocatioa, pc0tided that the State bas· 

_ useful and productive schemes to execute". 9l'be underlying princi­
ple is to produa! the maximum quantity of foodgrains at minimum 
cost irrespective of regional considerations"". Between the 15th 
August 1947 and 31st Marcil 1952. thei! puts a~gated to 
Bs. 13·71 aores. 

Another important category of grants was the past-war develo~ 
ment grant. They were related to specific schetRs of ~lopment in 
respect of which the State Govenunents wa-e expected to contribute 
a proportion of the cost-usually ~ but lowft- or nil in the­
case of ct!?'taiD Provinces like Orissa, Assma and Punjab. Between 
15th A~~ l!M.7 and 31st M:1rc.h 1950. wlml Ole cn,nts were generally 
stopped, the total o! these grants amounted to Rs.. 38·32 cro:res. 

Mention may also be made ol the Special Dnu,pment Grant of 
&. 3 crottS to the four Stat~ of Saunsbtn. Madhya Bharat~ Raja.s­
lhall and Patiala and East Punjab States UaiaB over the two years 
1951-52 and 1952,.SJ for the purptJSe of fivnnnc ~c development 
scbem~ to remedy their speci.il baekwanlmss.. which is d1stributed 
l&rJely Ol'1 a popu.lia uon basis. 

U• r sub-clause (a) of th~ second pnwiso to Alticle 2'75, which· 
reqwra a p-ant-.iA-aid t be paid to Asam, ~inwot to the average 
e•ces.s o1 expmc:titu~ over tbe r~venue clurinc lM two years imme­
cli&~ly prtt'ediDc the commence-men\ of the Conatitutioo in respect of 
~ administration of ~rtain tribal anas. a put of Rs. 40 lakhs per 
Ullum is paid to the State. In addition. _... sub-clause (b~ a . 
1rant•i1Mid of Ra. 36 lak.hs in 19 l-S2 and Rs. » lakhs in 1952•53 is· 
r.rovided for pAymenl to Assam for meeting the ex~nditure on-
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~cbernes of development. ·under provi,o (1) which prescril,es grants 
~ the development of scheduled tribes and areas, Rs. 24 Jakhs and 
. • 124·8 lakhs were given in th~ years 1950-51 and 1951-52 respec­

tively; the provision for 1952-53 ·is Rs. 135·5 lakhs. 

A new category of grants is that relating to the community pro­
jects which involve recurring and non-recurring expenditure by State 
and Central Governments ana sizeable grants by the Centre. Broadly, 
the scheme postulates a progressively diminishing contribution by the 
Central Government supplemented by an increasing contribution by 
the State Governments themselves. 

10. Experience of other countrie..- Both general or unconditional 
and specific or conditional grants have been used with comparative 
success in different countries and the debate on their relative merits 
continues. Unconditional grants have been trioo and are in operation 
more prominently in Canada and Australia. Of these a type of grants 
,vhicb is of particular interest to us is that of 'special' grants in 
Australia. In that country where special grants are given to three 
States, called the claimant States, the principles of general grants-in­
.aid have been elabor:C! and refined to a greater degree than perhaps 
in any other country The concept of the budgetary standard under­
lies the whole proce 1re of such grants. This is basically founded 
.on the criterion of need, modified to ensure that a State receiving 
aid is not extravagant in its expenditure and does its best to tap itsu 
wn sources of revenu~ The modifications are applied by taking into 
ccount in the grants Lgiven any scope that may exist far reducing 
he expenditure or enlarging the receipts from taxation. Subject to 

these adjustments, the objective of grants is to enable the States 
obtaining them to function at a shndanl not al eciably below that 
·of the States which do not claim any assi$tance. A margin is main­

ained on the ground that a State should not e ct to be brought ·to 
a level of equality with other States which rely on their own re­
murces and that a ~tate,s incentive to exert itself to better its position 
·should be left. unimpaired . . ·But the system depends for its efficient 
functioning on an annual enquiry into and determination by the 
Commonwealth Grants Commission of the record of performance and 
·.needs of the States. 

11. In other countries; specific grants are also given for the deve­
lopment o! particular services and activities which are felt to be of 
national concern. Usually such grants are made subject to condi-
1ions of 'matching' the !cderal grants with equal or varying degrees 
·of contribution by the States. While in Canada and Australia, the 
conditional grants exist side by side with the unconditional, in the 
U.S.A. they constitute virtually the only method of assistance to the 
States, the federal aid being channelled to the support of particular 
.activities. 
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95 be main case 
12.. Wherever speci.flc grants have be~n devel=~ resources ~n . 

in fnour of them rests on (1) the de.fictenCY' of rat governm ent i n 
relation to functions; (2) the concern o_f ~-~~ tc.) and develop­
seeing that welfare services (e.g., education, pr;ao. ~ mi,nimurn 
mental activities (e.g., roads) are maintai~ • ~ of the federal 
standard throughout the country; ~3~ _the ID~ State Goverrunep~S, 
government in developing some activ1 ties wbie t inSUrance, social 
left to themselves, might neglect (e.g.: unem~lo~ quality of perfor ­
aecuri~, etc.); _( 4) the ~bility ?f imp~ the superior technical 
mance m the sphere of soaal services, owing to . and (5) the desir­
advicie available to the higher level of govemJDe~t, be achieved 
ability of some co-ordination of standards which can 
thereby. • • 

tha his1oricallY such grant 
13. It should be noted, however, t . d-c: . t resources 

'beamie important owing to the first factor, 171%-:, t:Uoen . 
f •dly eba.nging econorruc of States, at a time when the impact o a rapi • t 1 situation created large and insistent demands far new gove~~1: a 

MS'Vices, ~ugh the interest of the federal government in ~amtairung 
certain minimum standards was responsible for the earllest excur-
sions_ into _the field.~ 

,__. 4.. The most important factors that appear to have. influenced 
cy in the field of ~ditional grants are the increasing adaptation 

of these grants on the one hand to the ability or fiscal capacity of the 
units and on the other to their relative need for the specific services 
coneemed.. The former factor leads to the varying of the require­
!Dl!!Dt to 'match' the federal grant with a State contnl>ution so as to 
~ th~ State contribution in the case of financially weaker States. 
~ principle of need is. of course, innate in the purpose of a grant> 
and implies that States with a deficiency of the particular service 
which is assisted, e.g., education or roads, would receive a proportion­
ately greater measure of assistance than those which are relatively 
better served. -

15. As regards the relative role of unconditional and conditi al 
lf.Ults in the scheme of financial assistance by the federal th 

0
~ 

•L- • cle lead • th - au . or1ty un:n: JS no ar in e experience of othtt fede t · - ' 
being no single system of universal applicability in t: ~;;s,. ther_e 
sector of federal financial relations. It appears that chg to this 
tried to find for _itself !~e sy.:;tem or combination of ea country has 

t the facts of its pohtical, econoniic and adrninistn~ms that best 
ti:ve Conditions 

J6. We believe that both the methods of condi . • 
tional grants should have their part to play in the tional and uncondi-
by the Centre. Unconditional grants sho ld ~e of assistance 1 

resources of the State Governments. whi~ t;e1nfone the general 
ey Would be free t o 
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alJocate amor,g competing purpoa!9 ICt'Of'ding to their belt Judgment, 
subj~cl to lhe usual adminislralhl! and parliamentary checJu,. Ounl.lJ 
for broad purposes may be givm to stJmuJale the expAmlon of parti­
cular categoJifs of services rather than specified sch@mft under those 
categories. In the following pmqnph1 we ~sider the principles 
which should govern grants-in-aid to Stales.~ j 

PRINCJPUSumlOIEJfflll> 

1 i . Budget.arll ?i~ecls.-As bud~tary needs are an important 
criterion for determining the eligibility of a State for a grant-in-aid 
as well as for the assessment of the 1mount of the grant-in-aid, the 
budget has necessarily to be the startinJ point of an examination of 
fiscal need. In using the budget u a basis for this purpose, several 
adjustments are, howe\Ter, Decll!llill5alY in the State budgets. These 
adjustments should, in the first place, reduce all budgets to a com­
parable basis. Adjustments are caDed for in respect of any abnormal 
or unusual and non-recurrent items of receipts or expenditure which 
may ";tiate comparisons unless these are excluded. Besides such 
adjustments, which should be made for the purpose of arriving at 
what might be broadly termed a normal budget, certain other allow­
ances mentioned below have also to be made. 

1B. Ta.:r effort.-The extent ol. self-help of a State should determine 
the eligjbility for, as well as the amount of, help from the Centre. 
This requires an assessment of the general scope for additional taxa­
tion in the States and of their tu effort The point may be made 
that differences in relative tu:ation from State to State are of no 
relevance for the purpose ol deliermining the degree of, Central 
assistance to various States.• sadl assistance should be based 
primarily on the comparative powerty or affluence of the States, as 
judged by indices of their relative per capita incomes. This argument 
seems to miss the rationale of taking the relative tu effort of St~tes 
into consideration. A State which is pttpared to raise the maximum 
amount of revenue through ta:Dtioa is better entitled to Central 
assistance than a State which does not itself act sufficiently in the 
same direction. In respect of a State in the latter class, there is no 
guarantee that the benefit ol at«nal assistance wiJl, in fact, accrue 
to the weaker sections of the community for whom it would be 
intended. Assistance to -such a State may have the effect of postponing 
action by the State to iDclale its own taxation. Such assistance 
from outside may thus eo to reline those who are comparatively well 
off from the ne<:e55ity of amtribatiPI more to State revenues rather 
than help to indeue public apmditure for the benefit of the general 
mas& of the people. It ma, lie ulleened that It is only in clear case5 
o!'ln.adequate taxation that t1i1 ibould affect the quantum of auiBt­
::irano a State would othawile be qualifted to get 
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Jg_ konomv m ~ itur l! .-- An allowa~ IIMJuld be made for 
~ibtlitin of ttant.m1y In ~penditutt. ~ prbldple of self-help 
•l.tn tmJ)llt!~ tha t ,. Su ~ ~hnuld utll'9e ita f'XillMC ttlOUrces to good 
1110C011n t h@fOTe it mak~ 11 cl11 im for ~ fn,m the Centre. We 
lhould Ilk@ to ftnpha11i~ h r T-" that it is not Ute pllrpoR of any syst@m 
al ,r•ni.in-1id tt> d im1 ni~h lh~ re.,;ponsibi)it7 of °" Su~ Govem­
n..nta ti> t.Janr~ l>M!i r own budl(el,. 1'llie BldhDd of n-tending 
hncial u.tistancl! sh,,uld b<? ~uch • to na6cl any suggestion that 
the ~tnl Gavttnm~-nt have taken UpGII u.m.J"' the responsi­
bility for helping the Si.at.es \o balancl! dleir badpta from year to 
~ - J.f the 1mount o! ,vanL,;...in-aid ~lobe naeni-J in proportion 
to the ftnandal pUght or ~ State. a dm!ct p.wwwiai might be placed 
on impecunious polici~ ~nd a penalt7 itnpaed .- lnane al pruden~. 
On lM other hand. if a State is eh gible for a g:rmt on othet' grounds. 
it should not be precluded frl')ffl this bmeftt. merely because its 
budget is in order as ;i result of i ts ~ finaaeial managemenL 

20. Standa:rd of~ :eroicu .-An ~ purp0Sf! of grants-
i .. id is to help in equalising standards~ basic social sP..rvices. The 
stamw'ds of social servi~ in a St.ate 111i1J bl? a mlerian foT grant-in­
md.. Thus, of two States whose budgets. with the ~djustmfflts 
already indicated. poin~ to the need for a equal amoant of assistance. 
tbe one with a significantly low~r t~ of social :.1Bv:ias should, in 
our view, qualify for a h.igher amount ol +si-4.w:a- than the other 
with a relatively high ievel of such se:uica Alternatively. in 
marginal cases. a State with a high ~ al sadl sa-rices may become 
!Deligll>le, while another State with a law ie.e1 ol. sierrices is eligible 
foe a grant. Factors like the area of a State iD relatien .to its popula­
tion, economic backwL-dness. etc~ W'OIIJd ~ relected in the level of 
mcial services and the standard of de+eli4 mt a(~ Slate. md would 
be taken into account accordingty undn- dais pl'illicpR. 

21. Special obliglltio:ru.-Grants--in-aid may • given to help a 
·State to meet special burdens or Mtiptims al national concern. 
though within the State sphere, if they i&whe •~strain on 
its finances. Certain St.ates may haft sperW abliptiom or burdens 
litely to continue for a period ol years. ie... ~ts arising out of 
abnormal conditions. These would justil? __.?nee by way of 
gran.ts-in~id to tbe States concerned. 11-e ~ necessitat­
ine assistance may. for exllfflple, include the~ of parti­
tian. such as the disruplion al the lnstitntiooal frwwork of a State, 
tbe strain on the eccaomy and administPliGa ol a State, and its 
intteasrd ttSpOosibility in respe~t. o1 9"CU?'ity. 

22. Broad pe&-rposes o/ 114&\onal impot~.-lndrpendently of the 
budaettry c-rit~rion. grants may be giftll lo !urtbtt any beneftcient 
ae.rvitt of prunuy irnpor ta n~ in n..~ to which it is in 
llt-1 
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the national interest to assist the less advanced States to 
go forward. It is, in our view, desirable to provide grants-in-aid 
for 8 broad p~rpose, selected with reference both to the importance 
o_f the sei:vtce assisted and to the practicability of measuring, from· 
time to time, the standard of the lll!ffice on the basis of reliable 
indices. 

23. We have ourselves applied the above principles, as far as 
possible, in the determination of the Slates in need of assistance as 
well as of the amounts of grants-in-aid which we recommend for 
the various Slates. As information regarding the financ;es of State 
Governments and other relevant matters comes to be better organised, 
i t may be possible to make a more precise application of the 
principles. 

I 

f 
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CHAPTER VIll 

GRANTS-IN-AID TO STAflS 

. Con,litutional provisiofls,-We ha,re been di,ecied by th_• Presi• 
clmt to make recommendations in regard to the States wlueh ,nay 
be in need of &SSistaDC" and the sums to be paid to sU<h States as 
gnnt,-in-aid of their revenues, under the substantive portion of 

clause (1) of Article 275 of the Const.itution. 
· 2. Some broad conMerations.-In asses-1\ng the needs of th~ States 

and formulating our recominendations in regard to the sums to be 
paid as grants-bi-mci we have considered the badgetUY position of 
the Stat.es and the probable am9-unt which would accrue to them 
under OW' plan for the devolution of revenue from income-tax and 
Union excises, which we have explained in the earlier chapters of 
the Report. ~e have taken into account the additional burdens 
arising out of the partition of the country which have been placed 
upan-some of the States. We have also kept before us the need for 
aaisting to so1!1e extent, the less developed States by the provision 
of special grants which would enable them to raise the standards 
of one of the imporlan't social services. While it bas not been possible 
for us to meet all the demands placed before us by the State Gov­
ernments for ~tance by way of grants, as a result of our scheme 
mast States will receive, by the devolution of revenue and Central 
grants, more resources than they received in the past. 

3. Claim.a bv ~-We received frOJn the State Go ~ of the revenue and expenditure for the &ve ,v:~~~• 
with 195~ These were based on the elCisting ie::" f gmn. g 
and expenditure and were of co...,..;·d b, • o taxation . f •-1 era ,,e assistance to u • t kin 
a view o their ~ncial position. In .addition. to r s m a • g 
tance on the basm of budgetary needs . ~uests fol' ass1s-
a JIUll)Nl.r of specific claim f . moSt St.ates also preferred 
wide ..._u s or assistance. These latt 

"":"' and among the more important er ~overed a 
far assistance for financing the F1· y we would mention claims 
schemes t included ve- ear Plan and ...;;;;..,.:, in it; meeting the burde . carrying out 

of sec:mity as a result of the ~ m regard to the 
~~tr, covering the recurring rrtition and ~e subse­
of mmor ports; meeting expenditure oos on the nwntenance 
me; ~f In certain States as a resultonf thethe ~rganisation 

ormer Indian St te 
O 

mtegratio 
tion in the ''merged areas,, a s, and levelling up of a·d • _n or · • m1n1stra-
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, 4. So far H the claims relate to lnance required for echemea of 
capital ouUay, these are barcllJ libly to be met by grants from 
revenue with which we are primarily concerned. Nor are we con­
cerned with the provision of ftnance for the various individual 
schemes included in the Five-Year Plan laken by themselves. In 
so far as they involve expen11lture on revenue account this will have 
to be met from the revenues, • augmented by the States' efforts 
or by our scheme. 

5. As regards the other requests for grants which relate 
to expenditure normally met out of the revenue budget, we have 
given them our careful consideration and taken them into 
account in assessing the needs of the individual States. Some of 
the factors, such as the elfeds of -mergers", given aa the ground 
for the claims are already rellected· in the expenditure budgets of 
the States which we have taken jnto account. For the rest, th~ 
demands will have to be financed from the future bydgets ~f these 
States to the extent to which their firaances permit. LJn our view, 
so long as the claim relates to a subject which is constitutionally 
the responsibility of a State Government, it can arise ordinarily 
onl;:_ ~ part of the total financial commitments of the State as a 
who.!.=J LasUy, for reasons explained in an earlier cbapter we have 
not gone into the complaints made by some of the Part B States 
against the fixation of the "revenue gap grantsn. 

6. The Government of Tmva:ncore-Cocbin asked for the continu­
ance of the grant of Rs. 3 dUli!:S pramjsed to them in ·the current 
year to meet the expenditure on subsi~ng food · in the State. This 
grant is now presumably being made under Article 282 of the 
Constitution with which •~ are not required to deal. In any case. 
the question of giving a subsidy in the future will have to be con­
sidered from time to time with refemice to changes in policy in 
regard to imports and internal procmem~nt, the then ruliag prices 
and the price level which the State ~ent may be required 
by the Centre to maintain. It is not. therefore, possible to take 
any view on this problematic matter but we merely mention it . 
because of the irnporta.nce attached to this point by the State Gov­
ernment. We should not, tbeleby, be considered as having expressed 
any opinion on the merits of the c:laim. 

7. Revenue and e-q,endit1&tt of Statu.-Appendix VDI swnmarises 
for each State its revenue and e11.enmlure In the last three years 
and the estimated position in the cmffnt year. excluding from its 
revenue the share of in~ and lR statutory grants from the 
Centre. 

8. Claims e:ramined.-Under our scheme for the devolution of 
,. revenue all the States exmpl Bamba.y, Punjab, Mysore, Travancore­
•• Cochin and Saurashtra ue lll:ely to receive a larger measure of , 

' 
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assistance than at present. Mysore. Tnvancore-Coc:hin and Sau­
rashtra will continue to receive the "lffeftue gap grants" guaranteed 
to them as their share of revenue Wider our scheme would be less 
than these grants. They are not theftfore affected by our scheme. 
The cases of Bombay and Punjab are dml~ wilh separately later. 

9. We now deal with the questiall of determining, after t.aking 
into accowit the devolution oI revemae aDd the grants.-in-aid iD lieu 
of esport.. duty on jute to some of tbe Slates sugges1ed by us, which 
States would be in need of assisbmce by way of grants-in-aid. In 
considering Um problem we have had .in mind two or Uiree broad 
considerations. Ur.e is that the assistance suggested by us 
should meet what could convenimtly be called the normal 
budgetary needs of these States and shou.Jd allow a reasonable margin 
for expansion. Another consideraijaa is that the special problems 
created far soine of the States by the partition of the cOJllltry which 
have caused a significant addition 1D tbeir apenditure should be 
adequately met.. It is not. possible. partimlarly in present circums­
tances, when the country is jn the pzucess of carrying through a 
large development programme covering both the revenue and capital 
sections of the budget, to take a piecise view of the requirements 
of individual States. There are also unforeseeable factors like famine 
and other natural raJamit:ies or uphenals ill the nature of abnormal 
movements of population in regard lo which it is difficult to make 

, ,. a forecast for the purpose of determilliDC ia advance the assistance 
that may be required. We have not tall:m theie factors into account, 
but have based our assessment .1.argiely oa the financial position of 
the States as disclosed by their ac:tual rnmue and expenditure in 
recent years, corrected where necessary, with reference to their 
budget estimates for the year 1952-5.1 and sum subsequent informa­
tion affecting these estimates as became anilable to us. 

r 
r 

10. Gnmt.Hn~id recommended..-On the criteria explained above, 
we have ~ to the conclusion that H:r!::!,c, Uttar Pradesh, Bihar, 
Madhya rndem, Hyderabad , Rajasthan, Madhya Bharat and the 
Patiala and~ Punjab States Union caanot be considered as being 
in need of &.Sri:rtance: we deal with it,sore and Travancore-Cochin 
lata'. &mky. West Bengal , Orissa aad Saurashtra may be said 
to b2 margimu case~ while Punjab and Asum would be definitely 
in need o,f ~ce.. 

So far as &mbay is concern~ the propo54d withdrawal of the 
orese.ri§ reetrlction on ta."'Cing tobacco will 1ea'ie the State free to 
raise ~dditftmal revenue from this wte. Considering, moreover, 
the well developed econ om y of the Statie.. the size of its budget and 
the resilience of ifs resour ces, we do not recommend any grant-in-aid 
fo it. • 
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West Bengal has special problems to face! a~ a reAuJl or the 
partition and lhe continuing movement of displaced penoM from 
East Pakistan, leading to additional llrain on the 1dmfohltralion 
and the finances of the Stat~. Its N!qUiftfflenll would not b@ adP.­
quately met by its share of U1e di•illWe tan• ind th@ ,ranUn-11ld 
in Heu of the jute export duty reromllN!lldl!d bJ u1 and w@ l'ftOfflmend 
a 'grant.in--aid of Rs. 80 Jakhs a year to this Stale. 

We are satisfied that. the devolution of revenue and the grant 
in lieu of the jute export duty will not leave Oriasa a snargin for 
further development.. Orissa has in remit years been unable to 
make an advance in the field of social mvices owing to want of 
adequa.te finance. It has had a large ac0eSlioo of relatively backward 
territory in its "merged areas". It has a substantial element of 
Scheduled Tribes and other backward classes and in certain direc­
tions like communications the State is very poorly seived. Taking 
these various considerations into account we recommend that the 
present grant-in-.a.id of Rs. 40 Jakhs be raised to 75 lakhs. 

In the case of Saurashtra, there appears to be some. scope for 
the State to improve its revenue position. Considering, however, 
the size of the State and of its budget we think that a measure of 
assistance is necessary and we reCflrnmend !l grant-in-aid of Rs. 40 
lakhs to th2.t State. 

For Punjab the allocation of revenue recommended· by us will 
not mttt its budgetary needs, much Im leave any margin for 
development. The .State has additiGml ft:SPODSibilities such as in 
the sphere of law and order arising oat ol the partiti~ over and 
~ the problem of coping with the disabilities created by it, 
which have affected its budgetary posi~ We recommend a grant­
m-ai.d of Rs. 125 lak:bs a year to that State. 

Assam is another State for whicb t. suggested allocation of 
revmue will. in our view, be inadequate.. It is also a State with 
special diffleulties resulting frort]. partition and it is necesury to allow 
1t some margin · for cievelopment. A pant-in-aid of Rs. 1 c:rore a 
year to that State would meet its requirements and we reeammend 
that the present grantrin-aid of Rs. 30 lakbs be nised to Rs. 1 crore. 

In the case of Assam, West Bengal and Punjab we are assuming 
that the expenditure on relief and rehabilitation of displaced persons 
will continue to be borne mt.inly by the Cenlff and that no appreciable 
additior.laJ burden will be placed upon tbea States on this account. 

11. Mysore and Travancore-Cochin are States with re?atively 
limited resources and we considc•r it desirablr, taking all the circum­
stmces into account, that both these States should be given a 
measure of assistance to help them to maintain their progress. We 
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-«G1dlntl1 ~ commend grnnLt.;- fn-ald of Rs. 40 lakhs tor Mysore 
and Ra. 4-'; lakhs for T.r11vancore..CochJn. 

Jl. OffiftU--ffl-afd fM prfmar11 er.lucatfmt.--Sorne of the State 
Gooeanm@nl.tl have lmprea@d upon us th@ need for taking large 
ctridel In the AeJd of primary educa lion .. We find that quJte a 
kw "Slltez h11•e to mab A considerable :advance from the present 
podtion ii they an to attain the 11verage position in _lhe countr:y. 
We. thettfor!1 consider that it is in the nation.aJ inf.ettSt to allocate 
• put of such Uliltma! a& the Ccntte may be able fo give to the 
adftncement of such an important social Kifie! as primal';/ edu­
cation. 

13. J'or pwposes of gauging the need for deve)opment we took 
as the buis the extent of the spread o·f pt iarnJ education in the 
States. A good measure of this is afforded by the _proportion of the 

·chiJdren between the ages of 6 and 11 who aduaDy attend school 
'Dae table below summarises the present posi:tion in regard to primary 
etl•tealien in the variom States:-

No.of ! Orilrfm1 Pctdltaise 
Orildlml --· o.f (4) to 

Sme PopuJat.ioa intbe• -Ea 
(3) 

cm ~6-a 
thous:ulds) dzt .... 

WCI I h) {m 
de ¥fs} 

(I) (.z) (3) (4) [SJ 

"Jj C«frin • • . 92Jlo 1'1»'79 n.64 9S·S 
B I !J . • . • 3,.59~ ~ 2Si%4 -~ · o 

.IIJ -. • . • • 90.,,75 ll»$3 s.s, 57·0 
11 I . . . S:,"AJ6 ~ -JS.r, s::· , -- . • • 90,44 u..e Si11 49·7 
I ) ti . . . • 41,37 ~'""S ~ .µ-~ ....... . . • 2,.a~o 31~ DJ7 .co·s 

. . 6a32,t16 ~ ~ 34·0 -- . • . . 4~;:6 ~•.ct i.c.,s . :t9•3 

Pi' 7 11 . • • • •JkS..ss • ~ s.n. ::6·: 
II ,, . • ,~. 10..0:S MZ 2.f •,4 a... . . . 1..a~6 la,&) M' . 11·0 "n ,. ..... . . . 79.SI IC.JO ~ M•J If I a P@f h . . ~l"J.,al ».91 sat 
~&le-~~ 

19•9 

J.faN bU a ro·6 .. , p . . ·~-91 19.42 ~ 10·6 

(2) ~ to Iba 1gs1 Ccmu:a. 
b) At l~·t pee 0C4L ol population. a ban •I• l.:d 1,,- die Al=ni,try Bducation. of 
(4) ~ fumishcd b)' the Stll re G.w-cnuncnts. 
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w~ ron.c.id~r that. • mcldell t..«lnnlng should b@ mid@ tn the direc• 

'hon of hr-lping those St.ta wh.ff • large leeway hH to be mad@ up 
• • and we propo~e that the @Apt State, which llr@ lowest In th@ tabf@ 

gh>cn al'l(\ve ~h(lutd l.M! aiftn thh H11i1llmce. We have tak@n In @• ch 
of the next four yean aums rislftl from Ra. 150 lakh1 n@xl y@1r to 

, " lb. JOO lakh~ in 1956-5'7 and WI: propme I.hat thete sum• shou!d bf!' 
distributed amo11g lhe et,ftt State. in proportion to the number of 
childrtn of Fiichool-goh11 -,e DOI attending 1ehoo) at pretent. We 
ha,"e provided a gradually risinc figure for these granta •• f n our 
,·iew this will assist the States in planning for the prOJM!1' utilisation 
of the grants. On the basil of dislributfon suggested by us the 
grants-in-aid of the rewnues of these States for this pu~ during 
th~ next four years will be u Rt out below:-

(J,. WM oJ "'Jl"U·> 

19S3·S-4 r9S4-SS 

I :Sibar 41 ss 69 83 t 
11 Madhya Pradesh 2s 33 42 So 

I 

i ' 11 • 

' . 

l 

• 
j 

I .. 
~ 

t' 
l ,. 
f. 

I • 
J, ... 

l 
' 

H)'dcnbad • 20 27 33 40 
iujuthan . 20 26 33 40 
Orissa 16 u 27 32 
Punjab 14 19 23 28 

?\~Bharat . 9 12 IS 18 
Patiala and East Punjab States . 

Uaioa. s 6 · 8 9 

Total ISO 200 2so 300 

We recommend that the._ grants-in-aid ·cf the revenues be 
made to these States in eada year for the purpose of expanding 
primary education. These grants-in-aid are not for itemised schemes 
of expenditure in any State. The State Governments would have 
full discretion in utilisi"I them for the-purpose for which they are 
intended. The extent to which the purpose of the . grant-in-aid is 
achieved may be left to be assessed by our successors when the 
fi r.ances of the Stales eoncerned for this period come up for review. 
The actual progress aebiewd during this period will have to be 
judged on such criteria as the i.ncre~ in the number of primary 
schools and children attencfing school, the conversion oI ordinary 
primary schools into basic w:honJs, the improvement of facilities for 
the training of primary mm teachers and measures adopted for 
the reduction of wastqe ill regard to primary education. Annual 
reports about the prope:11 acla.ined by these States in the expansion 
of primary education should be obtained and made availab:e to the 
next Commission . 
, 



CHAPTER IX 

SUMMARY 0, lbacuouJn,Anons 

Our recommendations may now be summarised. 

l. Unde-r Article 270 of t.he Comtit:ation--

(a) the percent.age of lhe net p::ooe.eds in any financial year 
of taxes on income. other than agricultunl income, except 
in so far as lhese pcoce:.ck ,ep:E.RDt proceeds attributable 
to Sta1es specified in Put C of th4! Fint Schedule to the 
Comtitution OT to tu.es p:1r1ble in ~ of Union 
emolument&, to be a c&il)W!d to the States, should be fifty­
ftve ·, 

(b) the percentage of Uae Did p1c-..eeds of taxes on income 
which shall be deeiiMM to cepa aex1t proceeds attributable 
to States specified: m Part C of the First Schedule to the 
Comtitution should be 2·'i5; and 

(c) the percent.age share af Uae ~ proceeds oi taxes O!l 

income assi.gned to ~ Stales sboo!d be distributed among 
the States as Collows:-

Assam 

Bibar 
Bombay 

HJderabad 
Madhya Bbaral 
Madhya P1&J .it 

Madras 
14,sore 
Ortm 
Pauala and East Punjab 

Slates UninD 

Punjab 

~ 
Saurashtra 
'rn.~ 
Uttar Pt ad sh 

West Beagal 

115 

Per cent 
__ Z·ZS 

·- 9.;5 
... 17-50 

4.50 

... 1·75 

--- 5.25 

- . 15-25 
2·25 

- - 3.50 

0-75 

3-25 
J -50 

1·00 
?-SO 

·- - 15--75 
··- 11·:.'S 

•1 

1 
"1 

' . 
! 
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11. Under Article 272 of the Constitution forty per cent of the 

net proceeds of the Union dutie-s of excise on tobacco (including 
cigars, cigarett.es t etc.) , matches and vegtlable products should be 
distributed among the States in Part A and Part B of the First 
Schedule, except the State of Jammu and Kashmir, in proportion to 
their popula tion according to the 1951 census. The shares of the 
States will on this basis be: 

State Per cent 
Assam ... 2·61 

Billar . .. 11·60 

Bombay ... 10•37 

Hyderabad 5·3!'l 

l\iadhya Bharat 2·29 

Madhya P r adesh .. . 6-13 

Madras .. . 16·44 

Mysore 2·62 

Orissa 4·22 

Patiala anaEastPtinjab 
States Union- · ·· 1·00 

Punjab 3-66 

Rajasthan- 4·41 

Saurasbtrft l ·19 

Travancore-Cochin 2·68 

Uttar Pradesh 18·23 

West Bengal 7·16 

m The following sums should be prescnl>ed under Article 2•.-3 
of the Constitution as grants-in-aid of the revenues each year of the 
St.ates of Assam, Bihar,-Orissa and West Bengal in lieu of assignment 
of any share of the export duty on jute and jute products:- _ 

Assam 
Bihar 

Orissa 
West Bengal 

(la lcdcha of rupees) 

75 

75 

15 

150 

·~ 
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IV. The following sums should be paid ~&eh year as grants-in-~id 
of lhe revenues of the Sta tes mentioned below under the sub5tanhve 
portion of Art icle 275(1) of the Constitution:-

Amm 
- M:,,ore 

Ori• 
Pan;ab 
s.r.lltra. 

Trnmcore-Cochi D ' 
WotBcnp] 

(Ira WM of rv,,-) 

JOO 

40 

75 
125 

40 

45 
80 

V. The following further sums should be paid as grants-in-aid. of 
the revenues of the States ment ioned below under the substantive 
portion of Article 275(1) of the Constitution for the pmpose of expand­
ing primary education in the States: -

SCltCS I953-54 

Bihar .p: 
20 

ss 59 83 2,lrS. 

BJdmbad 
MldllJaBbarat. 
ludb,-Pad:sh 

7'J 33 40 \ • 20, 
9 u lj 18 5 ~' 

0ma-: . . . . 
.25 

16 
33 
Z2 

~ so l50, 
Pam1a md East Punjab Slat.CS 

r, 32 0 .y,. 

Union S 6 8 9 
ftmj1b 14 lit - :13 •. ZS' 
... tbm . . ~ J 20 • 2' - n. . ; 40 

VI. The gr.mts now being paid to the States af Bombay, Madhya 
Pradesh and Madras for refraining from ihe taxation of tobacco 
should be discontinued with effect from the 1st April 1953. 

• vn. The "revenue gap grants" now being paidto"tlie Stales of 
Bihar, Bombay, Madhya Pradesh and West BmgaI in respect of the 
-merged areas" sho~ be disc:Qntinued with dfect from the 1st April 
1951 . . 

2.. The table below compares what each State migh~ on an 
averag~, expect to receive under all our recommendations taken 
togl!th~r with the corresponding sums 1- Part A States received 
during the three~ en~g 1951-52 and the Part B States during 
the two•yean ending 1951-S- 'nle actual sams atft\ling by way of 
.anolution of reftllue will vary from ye,ar to year Uld the av~rage 
sums given are only by way of indication ~ the order of tne sums 
likdy to be received ~~d~~ our scheme oa the present estimah..~ of 
the yi~ld from the d1v1S1b.e la."<es. We haft assumed that 

d • ·1 • t'( our ft'CQIW1len ations. 1 given e ect to, would be operative for a -
06 of tive year.; ending with the 31st Marc.h 1961 .•. -· pen 

-i c, ~. 
-



A..~. 

Bibar 

Bornblr 
~ 

Madhya Bharat 

MacihJaPradcsh 
Madin. 

Mrso:,e. 

Orissa . 

• 

Patiala and Eut Punjab States 
Union . . . . 

Punjab -

Rajanhan 

Saanshua 

Tu,mc Cocbin 

Uttar~ 

WestBcnpJ . 

TorAL 

IO 
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Aft11An11 ron p 
TIIR l!JUOO 1949·S0 TO 1951.52 

◄6 

39 

6 

30 

44 

3,4S 

II 

2,75 

3,22 

8 

2 6,ss 
.JJ,6o 

r,25 

6 

3,35 

8,56 

3,45 

J6 

3,43 

IO 

2,1s 

3,22 • 

8,88 

• Ju the abaie or divisible taa cf dae Smca i1 cxp«trd to be Jess tbn ~ &'\'&ran 
aftcraBOllringfor lhe shuc of dimiWe .... isabawnin mis column. 

Non: r. Assam and theodla-S...widlSrhrd,•Jrd Areasaad ScbcdnlcdTribcs wilJ 
Assam will also iu:rive Rs. -10 Wk .-.kl' 1Dfu:111rse (a) of lhc Seconcf• proviso to 

z. Ia addition «> the dmr • ,u " mxkr I.be Ccrmnini'Jaa• M:brmc the 
DCriod bcfol'c the Id April ~ TIie budaa for 19S>-5] ISRID)Q that lhac 
its. a-, 111:m, BambeJ Ra. JOS..._ Yat 8cnpJ RI. 61- laths, Unar Pndah 
Rs. JS Jam and Oriua Rs. IS ....... 

••Disnrmrimacd Crom 19'1-SZ. '1k paltHD-«id to Punjab wac al --. 

• 

f 
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s&lle of Gdnb-lrt. 
..... aldlllldo 

Tallld Ardde = 273 

1.:JO 

u.,25 

ldS 

I.JS 

380 

n,ro 

1,70 

7$ . 

15 

.... 

0enena, 
Gmu,-. ·=-m&rtan-
tJ~ 

PGfflCn 
ol 

Article 
27S(J) 

~ 
Ca a111,. 

].&ii 

l.S5 

Primary 
Eduarion 

Grants 

50 

n 

19 

f7 

24 

3,59 

J,46 

U.,]'0 

9,6o 

.. ________ _ 

j 
I 

i 
I 

I 

I 

I 
I 



CHAPTER X 

MtSCIU.AIIIIOUS 

Our experien~e as th e first Commission has impressed us with the 
nee-d fo~ a small organisat ion being set up, preferably as part of the 
sttretanat or lhe President, to make a continuous study of the 
finances of the St.le Governments so that whenever the Corr.mission 
are constituted in- th<? fu ture, they will have sufficient material 
available to them at the very commencement of their enquiry. This 
organisation should wor k in clOR liaison with the Finance Ministry 
and should make a study of the budgets of the State Governments, 
the changes in their finances from time to time, the rates of taxes in 
operation, the effects of the further measures of taxation undertaken 
by them, the workfog of their commercial enterprises and their effect 
on the State finances and cognate matters. A study should be made 
of the various reports on the administr?tion of State Governments, 
the reports of the proceedings of the State Legislatures and the 
reports of their Public Accounts and Estimates. Committees, and 
points of interest affecting the State finances noted. The organisa­
tion should also obtain direct from the State Governments periodical 
information in regard to the progress of various social services such 
as education, medical and public health. Current data about the 
number of schools, the number of children attending schools, the 
number of hospitals and dispensaries_ the number of beds provided, 
the number of patients treated and the dispersal of facilities, both 
medical and educational, in rural as distinct from urban areas, 

. should be obtained periodically and tabulated. Information should 
be collected regarding the progress of local self-government in each 
State, the resources raised by local ·bodies. their dependence on the 
State Government for their finance and the extent to which the 
local bodies· provide services in the field of education, public health 
and other social services. Information about the facilities provided 
by non-government agencies_ in these fields should also be obtained. 
Data about the development and maintenance of communications 
should be obtained periodically from the State Governments. Annual 
re1ums may be prescribed so that there is a continuous flow of infor­
mation for tabulation and study. The results of these studies 
should be embodied in periodical papers, copies of which should be 
made available to the Commission. We suggest that the question of 
Eetting up this organisation be taken up immediately and the details 
worked out in consultation with the appropriate Ministries. 

2. We would also like to draw attallion·to the need for improving 
the available statistics in regard to incame:-tax. At present, apart 
from the collection figures ava_llable in the accounts by broad cate­
gories, the~e are no other statistics except those relating to assess­
ments published by the Central Board of Revenue. The latter 

110 
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contain a volume of useful information but these relate only to assess­
ments and not to actual collections. W@ su,gest that the question of 
compiling statistics with s imilar details but related to the actu al 
rollections should be consider ed. [nfonnatioo should also be readily 
available State-wise in rega rd to lb4! rollections of personnel • 
income-tax. In respect of assessees having an income ol over 
Rs. 25,000 a year , we suggest, moreovet', tba.l in!orma.tion under the 
beads suggested in the statement gi'\feD ia Appendix X should be 
rollected and be kept for reference. 

3. A doubt was expressed to us whether, in view of Section 54(2) 
of the Indian Income-tax Act, Commissioners of Income-tax can 
supply us with particulars relating to the income of assessees and 
the tax assessed thereon. It is necessa.zy that the Finance Commis­
sion should have whatever information they may consider necessary 
for the proper discharge of their duties and we suggest _that this 
doubt be removed by amending the Ji"inance Commission (Miscella­
neous Provisions) Act, 1951, so as to include a provision similar in 
terms to that in Section 6(1) of the Taxation on Income (Investiga­
tion Commission) Act, 1947. 
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1 am in agreement with the 11!il'Ornmendationa of the Comml11lon 
~- howe,rer, deem it necl!S'SU'y to deal with some ••pect. of th~ 
in~e-lax question which in my Yiew are importanl On previous 
occasions Che decision on this question was in the nature of an 
award. But on this occasion the question h11 been ducuued at 
length. We have chosen a l'Ollltitutional system Influenced by the 
three leading federal system: America, Canada and Australia. 
There is need for appreciatinn of ~ issues raised in the light of the 
experience of those federal ~ 

2. The fundamental fact about the distribution of income-tax 
among the States is that .about '14..f per cent of the divisible income­
tax is collected in only two of the States: Bombay 45•8 per cent and 
\Vest Bengal 28·6 per cent 'Dlese States have a population of about 
17-5 per cent of the total ~lion in Part A and B States (Bombay 
10·37 per cent and West Benp1 '1·16 per cent). 

3. No doubt, each State is putting forward a scheme of distribu­
tion which is most advantageous to il But, broadly, • the main con­
troversy in the country is between two schools of thought. One is 
that the tax should be distn"bu.ted on the basis of contribution, if 
not. collection, and the other on the basis of needs of the States 
measured by the population within their jurisdiction. 

4. The experience of the three leading federal systems offers no 
ready-:made solution to the specific: "problem with which we are 
concerned. But that experience bas a lesson. It conveys a warning 
that in a federal system mm.arm. disbibution of powers between 
the Federation and the States does not necessarily mean the equal 
allocation of resources to. fu1&I the functions assigned under the 
Constitution. 

5. The division of powers in ~ federal system is a matter • of 
ideals or convenience, political and economic. and has no reference 
to any criterion of economic or much less social justice. But the 
Constitution is designed to secure economic and social justice in all 
the States of the Union. The yield from the State heads of revenues 
varies in each State according to its conditions and resources. But 
·the extent of financial respoma1,illty of a State would rrim~ril!, 
though not necessarily, depend upon the number of peop.e w1thm 
its charge. Inequalities bet,(Mllif apparent after the costs ·of the 
b~ic administration are rnel 

t j • ty of ID'!i- ve not directly interested in in-6 '111e vu ma ora th 
I!. • t f lncludria ls part of a plan to raise e ~ustry. Developmen o 
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standards of living in the caunb:J. The growth of . economic in­
equaUties has been an inevitable attmapaniment of industrialisation 
in the Wesl It i1 that problem willl which most governments are 
now grappling. Thal general paol:lma ii apt to be ·further compli­
cated in a federation by ~ disparities. The compromise 
between economic integration and pilltical autonomy wb!ch is 
involved ln fedenlism ma}', in tbe ~ of a corrective, result in 
the accentuation of economic inequalities in the different States 
in a Federation. ThAt ha3 been~ anmoa experience of the three 
leading fede-ral systems, United Slat& of America, Australia and 
Canada. The inequaJities were DD«ml and discussed in Australia 
in the 3rd Report of the Commoawalth Grams Commission (1936), 
in Can.aca in the Rowell-Sirois Bepart (1940) and in America in the 
Report presented to the Senate iD l!M3('). Each federation is trying 
to solve the problem under the limitations set by its own Constitu­
tion a.nd history. 

7. In America a tax on income c:aid not at one time be levied 
without apportiomnent(2). Dired '1ua•it-• by the Federal Govern­
ment was originally robject to the nde of apportionment That rule 
meant that once the Feaeral GowcA1wot. decided on a sum to be 
raised by direct taxation th.at sum had to be divided up among the 
States according ta their respec ti.ie p,palations. The purpose of the 
apporticmment clause was to p:coc:at my State being called upon 
to contn"bute mo..'"e than its dDe mare ol the burden of the Federal 
Government. '!'hat seemed an e • 11tly just procedure in an age of 
pre,«cupation with state "riglak wit1azt appreciation of all the im­
plications of economic integratiall. In 1913, the 16th Ame:idment 
dispensed with the necessity,. appattie■owmt ~ the case of taxes 
OD income(~ The Federal Go-s d was thus enabled to raise a 
tax an the principle of ability to J111J iuapec:tive of state lines. The 
grants to the State by the Fedenl Gova!llbb!t were at first made 
to rtimulate speci.6c State SEIV'ims rather than from the necessity 
of f'Mb1ing ~ States to piutide • minimum ol essential services(•). 
But the recourse to the Welian, a.. by the Federal Government 
and ~ i.n:reasing number of paals made to the States have resulted 
in some divttSi n o! fin.an~ tt5DIIIU5 from the States where they 
an raised to the Sta~ wheff they ue needed. It is not that this 

(1) U.S. Senale Documen, No.-. ,.._., Slaa acl Loc•l Goftnmeol Fi.~•I 
JWatima.1"1. 

r> ua u.a. eo1. 
r, 1,0 u.a. 1. 

(') U.S. S..&4- ~~11, No. .. ~ State AAJ Loc·.J Co~ Yaxal 
1'Na'-oae u .. s. p. 180. • 
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process has gone without lhe criticism faml111r In federations or 
that the criticism has not been met('). 

. 8. Ip Canada the c.xigenci~s of th.! last War favoured the adop­
!1on of the scheme of uniform taxation. But the movement towards 
i t was reeom::nt?nded by the Rowel:-Sirois Commission on their study 
of the inequities in the income-taI strueture as a whole as well as 
"the gn!at inequity as between ProYinces in the revenues available 
!or provincial services; the impassibility at times for some Provinces 
of providing ~rvices of average Canadian standards."(1). Tbe Com­
mmion also fa,roured Dominion administration of unemployment 
relief and national adjustments grants with a view to enabling the 
Provinces to meet the co.;ts of major subjects of public welfare 

·ithin the provincial sphere. 

9. Though under the options given to the Provinces which subs­
cribe to the uniform tax proposa:S the amount receivable by one of 
the Provinces like OntaFio is _in absolute terms higher than the 
.;mount of the estimated collections in that State prior to the uniform 
tax, its relative share in the total payments is reducede). 

10. I:i Australia the intention under the Act of 1946 to make by 
1957 population the dominant criterion ism the direction of equalisa­
tion('). Financial assistance to the States under section 96 which was 
originally intended to have but a temporuy operation now seems 
to have become a permanent feature witb the· establishment of the 
Grants C<,imrnissil')n. Assistance was l"!imsirferied necessary to corre.ct 
the inequality of financial resources of the members of the federa­
tion. 

lL A significant fact both in Australia and Canada is that the 
prospero-.JS States are the popu:ous States as well Thus New South 
Wales and Victoria account for about 66 per cent of the population 

(') •·It. bM b.- ucued by »omo oft.ha ....i&1u .. ...,. &a nl\UIO euch aid that it 
ia n«- L.ir 1.o a.mm fur &ho fedwal ...,._ . 2 to take. for~ help ot. ~tl:er 
_.... mooe7 raiaed from 0otl&&e lasa ... -• tuea paid b7 &M citiaeu 
ot t.S.O.• ..,_t ... It. iai probably iaftl&aW. •• ell&&&• &u.• __ d Laecmac ~cs 
.. peeia.lly iC hi$bly IP'•duat.ed will b. l'w ~ _., ,-rl paid by ~ ~p1e 
of_,.,. of oar &arg-=-t. clt.iN. ba•-did• .... Uao people pa71DC t.bw 
lci,a.;:la or La:a:ea largl!-ly reaide. Bill U.. tal:ils of tax money raiaad in this 
••7 f o,r LM purp...- or ■laS. aid ia ..,._ ...... ii Do$ uaf'air u I& 1kll& --.ua. 
For ooa Lh.iu,. th• p...,y,l• in t.._ ~ •• ol»jec& to haviq highway. ~uilt. 
by t.lae C.daral gov.rnwoot. in o&lia ..,.._ _ ja.' u likely to UH ~ b1gb. 
••Y• in tho..- atac.e~ - t).e peopa. I'll..,_. ...... uac:l for anot.har thing. the 
peop&,e ia all I.be., .. ,. or a.he u ..... ._..,....1o conloribut.e &o &be making 
o( 1M lortwau of the people ID - lup ciay eDDire.a.11

• 

( I He) Willa : Oosut.h.utional 1-r. p. CU. 

(-) Repott. ol the Ro7AI 0Jmmia,m - Donieha 0 ProY[Qcial Rel•--• IHO, 
Book IJ. p. 111. • 

(•) rroaerdiw.s I of &:ae Coo(t1rooco of F.-.1 ead Proriaolal Oowv.2me11ta, 
OUa•a. JHO. pp.146-148. 

(") Beet.An 1. 8&at.4.,tt Cr&~t• (Tax P..eimlNair_..J Ad, JOU (NCI. I oC IHGJ. 

• 
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of Auslnlia. Or1,tario an<t Quebec •~~t for about 60 per cent of 
the population of Canada. In neither caa:atary the well-being of two 
~ h States b ~ it.self rega rded as a~ tat of nat ional 
~If.are. 

12. Th~ origin.al theory upon which t.lenl systems wtte based 
in re,arding indirect taxation u the ..._ ••.,port of the federal 
gove1 nment and direct taxation as w:Ulda Ille legitimate province 
of the.units has, iQ no small measure. a.- raponsible for the ma;. 
a_djustments between the resources and the fmactiom of the wub 
in a federation. These maladjustments are being corrected either 
by recourse to the levy of a uniform paucnsshe tu like the tax on 
incomes and the equitable distribution ol it •DUD& the rm.its or by 
the federal government making grants to tbe anits or itself assuming 
responsibilities in a wider field('). 

13. The limited conception about tbe foadions of the federal 
government and about the .ale of a ta% an inonie has changed or 
is changing. In. the three federations the a-qdwris is shifting from 
the ·units to the people in whichever amt they may be. In federal 
finance the theory of contribution is yie"off1B ground to the theo..ry 
of equalisation. The federal government is r.risi!Jg taxes from t e.--ri­
tories where there is ability to pay and is appa014l.ting the p roceeds 
more and more to uses in territories whae they are needed. 

14.. Further, there is a noticeable cbanee in the old ideas about 
the oontribu tion. made by a community ar an area to national eCt>n<r 

my. Even in America there is awareness al the bet that under the 
prevailing eco~mic conditions ~ p&oducti,.z af important raw 
materials does not insure a hig~ place in the income scale', (~) -

15. There .are certain special features abaat the position of the 
States in the Indian Union which require to be noticed. Unlike in 

. A-ustralia o~ ~ca. the States in India baw not the same signifi­
cance so far ·as territorial integrity is cun.; ernedel- The creation 
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of autonomous Provinces was not a concession to economic indepen­
dence: it was in recognition of the need to admlnlatet' certain func­
tions and services in closer contact with the people than the Central. 
Government. Aspirations for self-government were ftrat mel by­
affording scope for autonomous administration in matter, of provin--
cial concern. • 

16. The development of the ports .~d the railways are not Jn­
~ariably a federal respnnsibility. In Australia, each one of the· 
States had its own access to the sea, its own railway feeding its: 
capital city and its own debt representing the costs of its develo~ 
ment('). Even after the establishment of the Commonwealth a State­
is free to favour its manufacturers by determining the scale of: 
freights on its railways f). In Canada, the Provinces are authorized·. 
to construct railways within the Provincee) and two of them own-. 
1·ailways. 

17. The establishment of the ports and their development in India. 
was determined by geograplucal and national rather • than provinciaI:. 
considerations. During the lust Great War extensions and improve­
ments to the port of Bombay costing some Rs. 10 crores were effect,: 
ed by 1919 ( .. ). An expenditure of Rs. 8 crores is ~ow recommended• 
by the_ Planning Cornmis,;i,m, for the creation of port facilities for the' 
oil refineries proposed t.o he set up at Bombay. Loans t.o the extent:. 
of Rs. 12 crores by the Centle are recommended for the development 
of the five major po~ iDduding Calcutia and Bombay. Apa.ct from­
benefitting the national ecnnnmy, the 'development of the ports can­
not but result in iJnpruvfag tbe economic activity at the .port cenb'esr 
in raising the Jncomes and in further concentrating tax collections: 
there. Of the total sea-bame ~ade valued at Rs. 1166 crores in. 
1950-51, imports and uparts af the value..of Rs. 1147 rmres passed_­
througb the ports in the three State&-West Bengal, Bombay and. 
Madras. The distribution trade which la largely centred at Bombay­
and Calcutta is assessed to over 18 and 9 crores (including super-tax)· 
respectively in 1949-50. · 

18. It is not a universal feature of federal systems that a­
company incorporated in cme State can tr.aJ;lsact business as· of right 
in another State. In the United States though there h~ been a ten­
dency towards uniformity of treatment of corporations, th~ right 
of a State to exclude a ec,mpany incorporated in anotb~l" State of th~ 
Union from doing businrss within the tenitory of the former or­
subject it to discriminatory tuation as a condition t.o its _doing b~­
ness has been recognized and affirmed (•). The States VJewed with 

(') n,. Aut l.r~an Co___... by Nlohor.._pep 67. 
(1) p.ge 2•1J ,l)id. soct.ioD 1ft °' &Jae Au&ralaaa Connl&uiioa. 
(•) Lefroy. Canada'•,.....,,,.._., P..•~J. ·149 

' (•) "'l"be Econ ,mio l)evalopu•I o< Ind•• bT v .... Anart.ey. p. • 
(I) 126 U .S. J BI a& p. IN A U.8. Jteporu '8 L.Bcl. HD. 
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.ai>JJrehenaon the expansion of l-a;i;;µ • by companies incorporated 
1n other States of the Union('). 

In Australia, It would appear that the guarantee given to the 
·su~jects resident In one State apbwt disability or d1scrimJnation is 
l:10t available ~ a company incorpw-ab!d under the law of one State 
'but carrying ou business in another (->. A' nDn-resident co:rpoJ"ation· 
may be taxed at a hlgher rate than that applicable to a resident 
-COrporatfon('). 

. ~ Canada, the Provinces have the ri8ht to ~ revenue for pro­
vtnaal _ pwposes by taxing ea:lh-p;u,i.:.cid corporations ~uding 
Domin1on co1porations under the p;was of licensing and of direct 
taxation (•). Por ex.ample, a Piovhace cm impose a tax on a bank 
inoJ1po1ated in another Piovblce, pn,partioned to. the paid-up capital 
-of the bank and the number of ollice opeeied by the bank in the taxing 
Pxovince ( ~-

. 
19. Tbe S~tes in India can taz prafessions, trades, callings and 

employments. But the J,Ower is fi111iled by Article 276 of the Consti­
tution. The total amount payable by a,q one person to the State or 
.to any JocaJ authority etc.. cannot e1t ewl Rs. 2.50. 

20. The magnitude of the corpuafe mtel:prise located in the two 
-collection States is evident from ~ fact that out of about Rs. 567 
Cl.OteS af paid-up capital of companies tegistered in Part A and Part C 
States, Bs.. 203 crores is accounted far by companies registered in 
·Bombay and Bs. 225 CIWES by • rnopaeies w;egistered in West Bengal C-). 
ne companies are as ed annually to about Rs. 53 crores. The 
-as SFN+e,Jt in Bombay is over & 25 W&eS and in West Bengal over 
-Rs.18 crores (T). The presence or C!Glpaate enterprise of such magni-
-tude i:nfh,ences_ even the level of 1as+aJ incomes.. 

21. Even in the working of D:vcJuUon Rule 15 some ad hoc 
..arrangements had to be made with~ to the allocation of income­
tu of COIF'pauies carrying on prodbeti--+ in one Province but assessed 

p) ~pea iting..uitade._. wellwp. l~Mr.JmtieeField ~ Paul v. Vir9'inia 
(SW.U.118)= .,,h is~ kX> macb to -.y ~ U. ~ a.ad bovneas of the ~un­

lly me lo a ~ axtent. ..aatr T I i.J ~ And if, when compo!ed of e1tncn 
cd w &a&. their eorpomie po•=-.- fDDchiaet could be nerciaed in other 
9P t• ~ ~ is• ~ lo IC ..... rib the adTallbgee _lhus J>O:'· 
-•J.cr. the mad important ti ,ei caf lliaat Stata wourd eoor.. pass mto their 
MDcls. n. priacipaJ bum w ~ wey Slallt would. in fad, bo controlled by 
«.irpOI" tiou eniac.ed by o&tc:r St■- • 

-(') Qwldr: & 0erraa. pa NI. 
i') n. 1a11t pa)llble by a IIQ.D.tcsidenl - 14 J • bty-n,o pence in a pound while 
• tbc ralllt p.pblc ~ a ..,iJnu J ii•~ Sec Sixlb Schedule to the 

lac Cl mt Tas Ac:t. N'.S..W. Act -AT ol ,L 
-~ LcfmyJ. Oneda'I Federal System. p.. JD. 
-(') Baakol~ .._ J,e,nbc (11S1) lSA..C.SD .. 

-fl -◄rfed, •I .&baract. India. ING. p. U1. 
<? ... IDdSit- IN:<i K·IN &vauac Stec&ct:r. , .... 
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to tax in an~ther. _The Provinee i!I which the production WH carried· 
on ~as credited with 70 to 85 per cent of the tax and the rest was 
credited. to the Province in which the tax was paid (I). The question; 
w~ then regard~ as one concerning only these two Provinces. But 
this is only a superficial view. Far example the leading steel co~ 
pany which is now paying about a crore ~ tax has its ·production 
~orks in Bihar, but the sources of its mineral ores are in Orissa, Bihar 
and Madhya Pradesh. Though its ftgistered office is in Bombay, ·the 
head sales office is in Calcutta with branches in different States of the 
country. 

V r 

22. The Commission have rejected collection as the sole or even a 
major factor in the distribution of the tax. That uniform· tax has a 
tt>ndency to concentrate collections is evident from the shift in col­
lections from some of the territories now comprised in Part B States: 
as a result of integration. The non-residents who. used to pay tax in. f 
those States need no longer pay them there. ' 

. 
23. But the question is whether the contribution of a State should" 

not enter into any scheme of distribution. The surplus which is taxed. 
is the result of the efforts of individuals, the States and the nation as 
a whole. It is not that each State.is a self-sufficient .economic unit•. 
free to pursue its own economic policies joined in the Union only for 

, the limited purposes of defence. external affairs and free commerce .. • 
With respect to the development and regulation of the national eca-· 
oomy as a whole and particularly the mdustrial sector, the power of 
lhe Centre is either exclusive or dominant when concurrent. Central 
policies to augment production, though justifiable in the national' 
.interest, may have different results in different States. The extent of 
benefit or burden need not be the same in all the States. Under the 
..:onstitution the Centre when authorised by the Parliament can even 
pursue a policy of preference or discrimination for the purposes of· 
dealing with a situation arising fna scarcity of goods in any part of: 
the territory of India (2). 

. 24. The two collection States are among the Stater deficit in food· .. 
The deficit is made good by proc:uring food at controlled prices from: 
the surplus States and by the import af foodgrains. The Central Gov­
ernment hes borne a part of the cost of the food subsidy in these two 
States. During the last six years fram tM6-4'1 to 1951-52 the subsidis-­
ing of imported foodgrains cost the Cmtral Government about Rs. llZ 
crores. Of the above expenditure, over Rs. 40· c:rores was in Bombay 

<•) R. J>ia. File No. 2S-J.T./H, Ccalnl ._. Clf~ Iucome:-:tu,_ 
M C1aosc f2) of Ar ticle 303. • :, . 

i 
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, Procurement and subsidy ~re ·; 

Rs l O crores in Bengal \!i necessitJ like food irrespective 
and n~arly • u itable supp_ly of a VJ t can, .ho-wever, be viewed i_n 
~nsunn~ ::i ~ onsiderations. The~ the resident in· the collection 
of provincts,--either as a direct be'!_-=!_ to the industrie concentrated 
two sspe n indirect SUDl!iau, 
States or partly as 8 

there. ·zes food control to be executed as an 
The Five Year Plan ~ec~gni. v.ieW is to secure from each surplus 

all-India policy. Th~ 0 ! !:~::e
1
:vailable and to organize t he procure­

State the maxifflU~ it c f ains in each deftcit State. 
ment and distribution ° gr t aw materials like cotton, coal and 

. f i·mportan r ind t • B b • 25 The pnces o 11 d The textile us ry in om ay 1s 

rub~ are also being contro ~ cludiDI super-tu). The rubber gc.ods 
assessed to over Rs. ~1 crores (in and West Bengal to over Rs. 180 lakhs 
industry is assessed 10 Bon:b:iject of price -con~ol may be either to 
(including super-tax). Th that the prices do not go beyond the 

fl • or to ensure ensure oar pnces t begin analysing what has been the 
ceiling. It !s not to i~~::~he: it bas benefited the producer of the 
effect of p~ce contr~anufacturer. • The level of the price of coal may 
raw ~aterial or:: industrial profits in Bombay .or the profits of the 
have influenced d to tax in Bengal The point is the 
collieries in Bihar but assesse . • • . 

. - si'tion either to initiate or co-ordinate pobc1es m 
Centre is 1n a po . . -:.&L~ d • • 

d to 
· the result of which may eu.,ic, . epress incomes m 

regar pnces, . 
certain State£ or raise them m others. 

26. The right of the States to tax mineral ~ghts with?1 _their juri;­
diction is subject to regulation by the Centre m the ~ub~1c mterest (·). 
States like Bibar, Orissa an_d Madhya ~esh have mVJted our att~n­
tion to the loss resulting from the regulation of the rates of royallles 
under the rules recently made by the Centre (3). 

Zl. An Act of Parliament (•) now governs the _development and 
regulation of 37 industries engaged in the :mamdacture or production . 
of textiles, cement, vanaspati, batteries. bicycles, machine• tools, 
pharmace!Jtical drugs,· rubber goods, leather goods, small and hand 
tools, etc. No person can start an industry unless he gets a licence 
from the Central Government. The permission may impose conditions 
as to the l~tion _of the industry and the minimum standards in res­
~ of. th_e size to be provide~ therein. The main object of this legis­
lation 1s to conserve the national resources. Competition is reduced 
by eliminating _ill-thought-out ventures. In the long run the law may 
also be conducive to the further expansion of some of the industries 
already well . established in the collection States.. 

(
1

) "Bulletin OD JCood Stariacics• Jrnu· rJ ltd, 21 (die • · 
lkT-41 ~tcs io tbe undivided prori,,iccp.of Bcqi&) l llbSJdJ an 1~46-, 7 and 

(') Kines and Minerals (Regulation and ~ rw ).. . e> Kincral Conccs,iol'Rulcs. 1949 • _v .. al) Act, lll-4S . fNQ.~lII of IJ)4S). 

t•) The ·Induatrin (Dcvclopma,t a~d ~~~)--Aa U ~l ( ... ~- ', • • • • 
• ••-O. LXV CJ( 1!:51). 
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28. The Commission are not coocaned with the merits of any 

partfcular policy which is in the sole discretion of the Central Gov-
• • emment. I t i not suggested that the policies are pursued with an 

in tention to · discriminate betwem Ille States. But the question here 
is about t.he resul ts and not t.he intmion. 

• 

,. 
... 

29. Some States are~ fnomably endowed with natural ·re­
sources thaa others. But thl:- e-1■NMDJ of the States is interdependent. 
As the economy of the country is being planned, it is coming to be 
regulated more according to natianal or social objectives than by the 
frceplay of individual or ftlicmal interests. It Is not possible to 
n e;isure by the quantum of the taus paid the relative contributions 
made by the States which are producing food and raw materials, 
supplying them at controlled prices and providing a market for 
finished goods and those which are increasing wealth by manufacture 
and saJe of finished goods-also at times at controlled prices. 

Nor is it possible to measure by reference to collections the contri­
bution made by the consumer all over the country in respect of the 
tax paid by industries helped by ta.riffs. To illustrate, the match 
industry developed as a result of an almost prohibitive tariff amount­
m g to 100 to 200 per cent ad ualorem. One of the leading match com­
panies pays tax between 16 to 31 lakhs a year at Bombay. It bas i ts 
m anufacturing units in three other States and also in the Andamans. 

30. It was, however, urged that a per capita distribution of tbe tax 
may be unfair as it ignores the additional burdens imposed on the 
States in which the industries att concentrated. The point has some 
force and requires careful consideration. The b.igh level of prices and 
wages in such a State results in increasing the carts of provincial 
.idministration. The cost of maintenance of law and order and general 
administration is comparatively bigb in Bombay and West Bengal. 

But all the burdens of 1111 industrial economy a.re not on the States 
concerned. The Central Goftmmeat is subsidising industrial housing 
schemes and has been advanciDg loans. The provision in the current 
year's budget for industrial baasi111 is Rs. 9 crores. Out of this 
.Jmount the · alloca lion bet.ween subsidies and loans is Rs. 324 and 
392 lakhs respeclively. 

31. An industrial and commercial eco~my confers benefits as well 
which are apt to be reflected aadl!r the State heads of revenue. Thus 
Bombay and Bengal which together have 21 ·8 per cent of the ~pula­
tion in Par t A States are. Jarwe}y because of the concentration· of 
;ndustry and commerce within their States, in ·a position to tax for 
State purposes about 52 (Hand ?a) per l'eDt of the motor vehicles (1), 
42 (25 and 17) per cent of motor' spirit consumed (~ and subject to 

( 1 ) Sta~i.u«-1 A~ 1--: ;:at. ~-JliDial,rJ- ot Dwpon [lief. lheir D.O. 
(•) Fi&urea relat,e to 1951-1,1,. vi 

!lfo. 61-TAG (15)/62.,.... lt-11.J. 
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&~. 287--288, 67 ( 1 nd 26) per cent of tM ~l« tr· ity • o\d ( 
1 

tn 

1.be Part A S • tes. 

32.. The wages nd . larJes paid in h tes b ,.. 
tmBDufac:turinl industries alone indiealit the re g1h f 
'their economic p05i.Uon. In 1948 aul of. al!out Rs. 132 roP .~ l~e 
1otal wages p id to worken and about 1k. • CTO tt f ~ l r ,,..- P ad 
in the Part A States, the work@n in BomhaJ TK~iv~ 0111!r R., . ~ 
·crores and the workers in Bengal reti!fHd Oftl R..'-- 33 cro " · Th4!! 
.-Iaries paid &re over Rs. 8 crons la 1111111,ay a.nd onr RI. 7 CTOr~, 
in Bengal (•). BecaUR of this )up pad I ffll powu , rel•tl~e O the 
population. \he receipts under the tuel on ule5, lwruriM. 1mtlff• 

mentl and entertainments are Jlkely to be h_igher. Again lbe yit!I 
.under the head of 'general stamps' must necessarily M higher in lhe 
States in which the commercial and businns act ivities o{ t.h~ nation 
.are centered. 

It is not suggHted that in an industrial St.le every head of late 
nvenue can be taken to the highest pit.c:h. But the sources ot revenu 
.available to such a State are rnott varied and lucrative than in other 
States. 

33. In the industrial States in urban area the local authorities ar 
i.n a position to relieve the State Government from the responsibility 
()f providing certain social services. The budgets of the corporations 
~f the two collection cities are ol nearl7 the same dimensions u of 
some of the smaller States !ll the UniolL The scope for the taxes on 
profeasions, trades and callings in the very nature of things i5 com­
paratively large in States where industry and commerce are most 
conceQtrated. 

M. Even if some allowance has to be made because of the higher 
costs of administration to be maintalmd ID an ind~trial State. it is 
worthwhile to·conalder whether the factor of industrial labour in each 
State, suggested by Bombay. is not a more aatisfactory factor to enter 
dnto the formula for diatribution than the concept of collection. 

35. The relevance of industrial labour u a factor 1n the distribu­
tion of the tax is not on the ground that labour alone produces the 

• incomes which are taxed or that Jabou.r bas any particular right to 
share in the tax. We are concerned with the dlatribution of a tax on 
oon-agricultural incomes. The prenmce of industrial labour may 
furnilb a much truer index than collection of the degree of industriali­
zation and the burdens thrown upou a State by the nature of the 

fl llatWiNI Ab.••~. lodia, JNe. p . ... -tL 

C-) ........... Alatlact, ................. ... 
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economy For exam J Di.ha 
colle-ctio~ d ~ e, r bas large industrial Jabour. But its; 

s O n~t br ,ng out ~ hmefl~ of indu~trfAlization to the· 
same extent as in other States • a mbruntial nart f th · accruin., • th t S r- o C! mcomes . 

. e in 8 late is •11 !.d to tu elsewhere. So the State is 
le~t Wlt.'t the burden of h•vinc to deal 11rilh •n industriaUzed economy 
",thout lhe corresponding ldnntaa n!ilttt@d in tM collection!; in 
that 5 (,ate._ The diff eren~ in the strength of the Industrial labour, 
e~ployed i_n Bomba~ and BrnpJ,, is not of the sam@ degree as the 
di~erence tn coUect1ons. The statistics ·available from the Part B. 
Stat~ are, however, not all maintained on the same basis as in the 
Part .'1 States. Until proper statistics are available, this factor, thou.gh 
probably very useful , has to be excluded from consideration. 

36. For the very reason another basis of allocation cannot be con­
sidered on this occasion. As bas hem suggested before it is possible· 
to allocate the divisible pool by permitting, for example, each State to 
retain the taxes on incomes below the super-tax limit and distributing 
:.he rest of the pool on a per capita basis. If .the tax on incomes of" 
local origin were to be permitted to be retained by the States, this may· 
be a more satisfactory basis than giving weight to collection. 

37. Either of the above factors can, if at all, be taken into account . 
n substitution of the factor of collection and not in addition to it. 

38. It is not necessary to pwsae the discussion. The CornJNSSion. 
are called upon to deal with the pmb1em not in the abstract but as it: 
ha.s developed in the country. The funnula of Sir Otto Niemeyer was 
based partly on residence and partly GD population. There is nothing: 
to indicate in what proportioas the two factors were taken into ac­
count. Nor is there anything to show whether collection figures based 
on residence were separately nai1ahle to him. It is also not clear how 
the f.aetor of residence was used with reference to corporations. The­
result of the formula was that itp'ft lo ~Y with '1·1 per cent of 
the population 20 per cent al the ta and the same percentage to 
BeogaJ also with a population al U-1 per tent ( 1). • The. adjus~ents 
made by Shri Demmukh were largely based on population. It 1s at 
that point that the Commissian ue called upon to deal with the· 
problem. 

39. It ii true that the right al the States to share in the tu had its. 
origin in the claim put forwanl by tbe industrial Provioc:es. But the 
claim was advanced on the balia al cmtribution u well u the special 
needl of the industrial States ('). 

40. A claim on the bui1 of ClllllrilRltion or special neect. cannot be 
divorced from it.I context. The iaali9e position of land reftDUe and 
jnc:ome-tax in the total revenues ol die country ii today not the aam~ 
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• at lft~ l'Jeg{nnlng of the century or in tie twenties. The divisibl~ ;:. 
pool of. Income-tu fn the ftn t year of itl distribution wa Its. 1 cror~ ~ 
25 ltkhs (193'1-38). It bu passed RI. 45 aons in 19f9.50. The States 
have now the right to tax !.ales and the othrr ~ of revenue are 
much more developed in ~rt A States than ill the' twenties. 

41. The principal data available ID tie C-1111:.don are the popula­
tion 8gures, the collection &guns and the MPw:-mt figures. The 
adjustmmt which bas been made in,the formula is in the right direc­
tiOll It ii in the circ:umsta:ncel equitable IDll all that can be done. 
'?be m.spmitie. in the retOUrca of the Stata whidl arose as a result 
of the distt:J1>1rtion of only the tax on. incomer and the omissian. to give 
effect to the recomlileDdation of Sir Walter ta,ton to distribute some 
of the duties on excise on a population. basis are t.o some ~ CtJr­
tected. by the scheme of distribution DOW remmmended. 

R. KAUSHALE'.MDRA RAO.. 



,. 

... 

... 

.. 



hf!DD,:CES 

I 

r 

• 

I 



, 

• • 

r 

•• 

.. 



' ' 

-,. 

APPUDIXI 

Pllovrsroa or nn CoNSTITUTTOW asAllaG OIi THE WORJt OF THE Fl!CA.'f<:E 

Cow- • 
Article 270-

(1) Taxes on income other than acricaltaral iDcome shall be levied 
.nd coUected by the Gov~rnmat of India and dislributed between 
the Union and the States in the r'lmllft prorided in clause (2). 

(2) Such percentage, as may be~ of the net proceeds m 
.any financial year of ~~ such tax. acept in so far as those proceeds 
~epresent proceeds attributable to States specified in Part C of the 
First Schedule or to taxes pa-yable in 1ES§,eCt of Onion emoluments, 
shall not form part of the Consolidated hnd of ~ but shall be 
assigned to the States within whii;h that tax is leviabie in that yea:-, 
and shall be distnoutcd among these States in such manner and from 
such time as may be prescribed. 

(3) For the purposes oi clause {%t iD each finaLc-'--al year such per­
centage as may be prescnced of SD madl GI the net proceeds of ta."tes 
on income as does not· represent die aet pcoceeds en taxes payable in 
respect of Union emoluments shafl he di! med to r~esent ~ 
attribu table to States specified m Pat C of the rL"'St Schedule. 

( 4) In this article-
-

(a) "tax.es on income". does aat mdHrle ~ CCipoution tax;. 

. (b) 8prescribed~ meam-
(i) until a Fina~ Commission bas bee!l ronstitut~ prescrib­

ed by the President by onler,. ad 

(il) after a Finance Commisri •• Jim bttn cunstituted. prescrib­
ed by the Preside11t by are after considi!.ring the recom­
men<btio.ns of the FS5:sc~ Omrnissicn; 

(c) .. Union emolum~nts• indllda all mialuments and pensions 
pay-3ble out oI ~ Orsvhl tEd Fund of India in respect 
of which inrome-t:n: is ~e. 

Artie&. Z13- • 

(H The.re sbll be charged on die Comoi;.~ted Fund of India in 
each y.,ar as grant!rin-a.ld of tk ~ of the States of Assam. 
Bihar, Oriasa and Weist Beuaal. ia wu ol assignment of any share of 
lhe net p.roettd$ in ~acb ~u ol export cla&ty on jute and jute products 
to tb~e States, such sum.:s as mQ ~ pre.so ibed. 



~ 

(2) The sums so prescri~ shall continue to be charged on the 
Consolidated Fund of India so loog as any export duty on jute or jute­
products continues to be levil!d by the Government of India or until 
the expiration of ten years from the commencement of this Com1litu-­
tion, whichever is earlier. 

(3) In this article, the expression "'prescribed" has the same mean-· 
ing as in article 270. 

Article 275--

( 1) Such sums as Parliament may by law provide shall be charged1 
on the Consolidated Fund of India in each year as grants-in-aid of the­
revenues of such States as Parliament may determine to be in need 0£ 
assistance, and different sums may be fb:ed for different States: 

Provided that there shall be paid out of the Consolidated Fund of 
India as grants-in-aid of the ~ues of a State such capital anc:t 
recurring sums as may be necessary to eDable that State to meet the­
costs of such schemes of development as may be undertaken by the 
State with the approval of tl1e Government of India for the purpose­
of promoting the welfare of the Scheduled Tribes in that State or rais­
ing the level of administration ol. the Scheduled Areas therein to that. 
of the administration of the rest of the areas of that State: 

Provided further that there shall be paid out of the Consolidated 
Fund o! India as grants-.in-aid of the lffenues of the State of AssAID 
sums, capital and recurring, eqainlent to-

(a) the average excess of a:penditure over the revenues during 
the two years immediately prrecec:fu1g the commencement of 
this Constitution in 1espect of the administration of the­
tribal areas specified in Part A of the table appended to­
paragraph 20 of the Sizth Schedule; and 

(b) the cost of such schemes aLdevelopment as may be under­
taken by that State with the approval of pie Government 
of India for the purpose of raising the level of administra­
tion of the sajd areas 1.o ·that of the administration of the­
rest of the areas of that State. • 

(2) Until provision is made by Parliament under clause (1~. the 
ers conferred on Parliament under that clause shall be exercisable 

bpowth President by order and :my order made by the President under 
Y e • • d by P 1· this clause shall effect subject to any proYJSIOD so ma e ar 1a..-

ment: 

Pr • ded that after a Finan~ Commission has been constituted no 
order 

0
s';:all be made under this clause by the Presiden~ ~cept after 

considering the recommendations of the Ym~ Comm1SS1on. 

I -

' I 
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A~~ ff~ . 
di thing in this Constitution, the Government 

(1) _Notwlths~ - ~ g~nihe provisions of clause (2), enter into an 
of lndan may, SU Je • t f State specifted in Part B of the 
agreement with the Govemmen ° a 
Plrst Schedule with respect to-

(a) the levy and collection of -"1Y ta ar duty leviable ~Y !he 
Government of India in such S~ and far the distribution... 
of the proceeds thereof otbent'ise than iD accordance with 
the provisions of this chapter; • 

(b) the grant of any ftnancial assistaDCe by the Government of 
India to such State in c~ of the loss of any 
revenue which that State used to derive from any tax or 
duty Ieviable under this Constitulion ~ the Government of 
India or fmm any other sources; 

• (c) ·the contribution by such State in 1espect of any payment 
made by the Government of India under clause (1) of 
Article 291, 

and, when an agr~ment is so entered into, the provisions of this 
Chapter shall in relation to such State have effect subject to the terms 
of such agreement. 

(2) An agreement enteTed into under danse (1) shall continue in 
force for a period not exceeding ten years from the commencement 
of this Constitution: 

Provided that the President may at any time after the expiration 
of &.ve years frem such cammencement tn:roinale or modify any such 
agreement if after consideration of the: xepoct of the Finance Com­
~on he t~ it necessary to do so. 

Article 280-
(1) The President shall, within two yens from the commencement 

of this Constitution and thereafter at the expiration of every fifth 
year or at such earlier time as the "President considers necessary, by 
order constitute a Finance Commission which shall consist of a Chair­
man and four other ·members to be appointed by the President. 

(2) Parliament may by law determine the qualific~tions which 
shall be requisite for appointment as membet"S of the Commission and 
the manner in which they shall be selected. 

(3) It shall be the duty of the Comrni:s:skm to make recommenda­
tions to the President as to-

319-9 

(a) the distributign hetween the Union and the States of the • 
net proceeds of taxes which are to be, or may be, divided 

.'. 11 , .. 
• 

j 
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between them under this Chapter •net the 
betwttn the Stalt-s o( the respective Rh.Ira of 
~; 

allocation 
1uch pro--

(l,) lbe principles which should govern .the lfn1a-in-Aid of th 
re~nues of \h~ Stat~s out of the Con.,lidated rund o~ 
India · • 

(c) the conlinuance .or modiflcallon of the t.enns of any agree­
men.t entered into by the Government of India with the 
Goftrnment of any State specified in Part B of the First 
Schedule under clause (1) of article 278· or under article 
306; and 

(d) any other n1alter referred to the Commission by the Presi­
dent in the interests o{ sound finance. 

( 4') The Commission shall determine their procedure and shall have 
suds po WEI$ in the performance of their functions as Parliament mav 
by law maier on them. • 

Article 306-

Notwithstanding anything in the foregoing provisions of this Part 
or in any other provisions of this Constitution, any State specified in 
Part B of the First Schedule which before the commencement of this 
Constitution was levying any tax or duty on the import of goods into 
the State from other States or on the export of goods from the State 
to other- States may~ if an agreement in that behalf has been ·entered 
into between the Government of India and. the- Go9'::• mneat of that 
State, cantinue to levy and collect such tax or duty ~jec:t to the 
terms of such agreement and for ~uch peri~ not exc;eedinl ten years 
from the c::ommencement of this Co~titution as may be_specified in 
the~t-

Pru.ided that the President may at any time after the expiration of 
five ye.an from such commencement terminate· or modify any such 
agret!IW'Jal if, after consi_deration of the r~po~ of the Finance Com­
m issioa ocn;titutPd under article 280, he thmks 1t necessary to do so. 

- r 
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APPENDIX II 
s) Acr. 1951 

Tm: J'twAM:Z ~.ss;(j" ('Misoa.u.MT.Du~ Pnav1si01f 

,.. ACf 

to~ t1-~ tiNlaauiU for a~~t as ~ 
of the Pin a ca~ and lhc mann«r in whtch they 

~leet.ecl, ... fo ~ elMil' J>01D«"· 

BE it enacted by Parlqunent as follows: -

1. Short ti&.-111is Act may be called the Ymance Commission 
CM1SCetlaneous PNt~) A.ct., 1.961 (.Act mlll of 1951). 

2.. .Delaiaiow.--la tms At'-... "the Commission"'· means the Finance 
Commission c-1Jib¥ttd by the· Plesident pursuant to clause (1) of 
article 2,80 of ~ ~ 

3. Qunfilo,t· Ma for ~ -~ !Z1'.d the mmtner aj selection. 
of, memba-s· of tie Coamm:ioa..-Tbe Chairman of the Commission 
sbaU be selected frrm an11¥Etg pasasns who have bad experience in 
public affairs, and the four other members shall be selected from 
among pelYP·IS wllo 

(a} aie. ar IDft been. or are qualified to be appointed as 
~,:fees af a "!'figb Ccart; or 

(b) bate special bowtedge of the finances and accounts of the 
Goo w•t. 

(c) ~ 111111 wide- aperfenc:r in 6:cancia1 matters and in admi­
nist, at• •r or • 

(d) have special tnowJedge of econcmics.. 

4. Petsc al ill!-• ao disq• •&&_ ~-_Before appointing a 
person to be a , ah!!' of ~ CommtSSJtm .. tbe President shall satisfy 
himself that dial pa:IOll ~ ~~ ~ such financial or other interest 
as is ~~ to ,s,ct ~ his functions as a member of the 
c.omm:sssoa; wl die PtCilGrtilt shall also satisfy himself !rom ~ 
to time witla 1 15iert II> eway member of the Commission that he ,,; 
no such !.,_ !II aaal MtJ pttsan who is. or whom the President 
pcMMS to ·lspf 1'7\ ID ... a ntmt>.r of the Commission sbaU pro-
requil'ed by tM P.eiele!t so to do_ fumisb to him such kd . · 
• the Pre.Went a idNs nee , ry far the - '-~tion 
his duties •1Nkr dais section. u~ him of 
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5. ~tions for being a member ·of the COffltllliaicm.-A 
pel"SOD shall be disqualified for being appointed as, or for being, a 
member ol. the Commission-

(a) if he is of unsound mind; 

(b) if be is an undischarged insolvent; 

(e) if~ has been convicted of an offence involving moral turpi­
tude; and 

(d) if he bas such financial or other interest as is libly to effect 
prejudicially his functions as a member of the Commmion. 

6. Term of of/ice of members and eligibility for re-a:ppointment­
Every IJIPlftber of the Commission shall hold office for such period as 
may be prcmded for in the order of the President appointing him, 
but shall ~ eligible for reappointment: 

Provided that he may, by letter addressed to the President, resign 
his office. • 

7. Conditions of seroice and salaries and allowancu of memben.­
The members of the Commission shall render wholetime or part time 
senice to the Commission as the President may in eac:11 eae specify 
and there shall be paid to the members of the Cornnrissioa iucb fees 
or salaries and such allowances as the C-entral Government.may, by 
rules made in this behalf. determine. 

8. Prombn and powe,-s of the Commission.-(!) Tm a,mmission 
shall detmnine their procedme and in the performance of tbeir func-
tions shall haft all the powers of a civil court under the Code of Civil 
Procedure. ta (Act V of 1908) while trying a suit in 1espeet of the 
followmc matt.en, namely:-

(a) summoning and ·enforcing the attendance of witnesses; 

(b) requiring the production of any document; and 

(c) requisitioning any public record from any COUit or office. · 

(2) Tbe Commission shall have power to requite aDJJ»mOD to 
furnish information on such points or matters as in the opinion of the 
Cornrnissim may be useful for, or relevant to, any matter under the 
consideration of the Commission. 

(3) The Cm,rnission shall be deemed to be a civil court"for.the pur­
poses of l!diom 480 and 482 of the Code of Criminal Proeedure, 1898 
( Act V of 1898). 

E.rplanatioll.- For the purposes of enforcing the attendance of 
wi tnesses the local limits of the Commission's jurisdiction shall be . . 
the limits of the territory of India. . . 

' 
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APPENDIX Ill 

FIRST RIPoRT or TH& Fnwfcg CoMMlSSIOH 

We have been ~luted u the Finance Commission under Arti­
cle 280 of tbe Constitution and we assumed office on the afternoon 

. of the 30th lfOft'lllber, 1951. 

As the work of the Commission has only just begun and is 
likely to tab some time to complete we have considered the question of 
making certain pnmsional recommendations to the President in 
respect of the matten in which, after the appointment of the Tmance 
Commission, the Constitution requires him to take into account their 
recommendatiom before making an Order. 

The Commission understand that the allocation of income-tax 
between the Union and the States and the distnl>ution of the Slates' 
share among them, the payment c4 grants to certain States in lieu 
of assignment of any share of the net proceeds in each year of 
export duty on jute and jute products and the payment of general 
grants-in-aid to certain States are now regulated by an Order made 
by the President from year to year and that the Order now regulat­
ing these matters is current upto the 31st March 1952. Pending 
their final recommendations the Comrnissfon consider that some pro­
visional urangements should be made so as to avoid dislocation to 

.the finances of the States which are now receiving a share of income-
tax or grants Ullder one or other of the provisions of the Constitu­
tion. We feel that the most appropriate course would be for the 
existing position to be maintained for the year 1952-53, subject to 
the condition. that my decision, taken on our final recommendations 
should be given effect from the year 1952-53. The Commission 
accordingly recommend that subject to the aforesaid condition the 
President may be pleased to make an Order applying the provision 
of paragraphs 3 and 4 of the Constitution (Distribution of Revenues) 
Order 1950, in relation to the year ending on the 31st day of March 
1953, as they apply in relation to the year ending on the 31st day 
of March 1952. 

We also understand that some of the States specified in Part A 
qf the First Schedule to the Constitution in which certain terri­
tories of former Indian ~tales hav~ been merged are now receiving 
grants on the same basis as certam States specified in Part B of 

• the First $cbedule !-0 the Constitution receiving grants under sub­
clause (l)(b) of Article 278 of the Constitution. The Commission 
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ecommend thRt such pant.I, if any, payable to the States cor.cerued 

0ay also be 'amtinmd during the year ending on the 31st day of 
(arch 1953, subject to the condition that they are treated II pnm­
ional and readjusted in the light of any decisions that may be 
aken on their final recommendations in regard to financial mist,. 
,nee to thest States. 

K. C. NEOGY 
V. P. MENON 
R. KAUSHALENDRA RAO 

N~ Dtua;--- .. B.-K. MADAN 
fhe '15th Decfflber, 1952. ) M. V.. RANGACHARJ _,,. 
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APPENDIX IV 
. . 

CoMMUffrcAnons AD--!PMe ,o STATZ GovDJOUNTS AND PA.ES.S NOTE 
UIUD ff TRI CollMJssIOR 

(1) D.O. letter No. D. 1■5 Bl1/51, dated the 22nd September, 1951, 
from. Shri M. V. ~ Jofr,.t s_ecretmy, Minvt,y of 
Finance, Gm,e,:nwwwt of I,ulia, to flu! rmance Srcretariu of all 
Part A Statu. 

As you may have am from the papers and from answers to 
questions in Parliament, the 1'iDaDce Commission is- likely to be 
constituted _ about the midcDe of next month and may be expected 
to commence its work abnnst immediately. In anticipation of the 
formal constitution al die Omrnissinn, I thoaght it might be an 
advantage if I gave ,- We wally some idea of the kind of mate­
rial -which should be: Jiii!jiWM by you for presentation to the 
Commission,, so that :,au mipt take the collection of the material 
in hand. This is pwely an informal letter which I have shown to 
the Chairman-designate and which I shall place before the Co~ 
sion as soon as it is owistituk'd. If the Com:missinn, or any of its 
members require addileeal mf.ormation. I shall write to you further. 

+ To begin with, GR Ctnm,isswi will be concerned with three 
problems. The fiist is Ille allocation of the States' share ol income­
tax among the Part A Slates, which is DOW regulated by the 
.Deshmukh Award. flle ••mis tlie determination of grants pay­
able to the States al A • Bihar, Orissa and West Bengal iQ lieu 
of the export duty• jllle ander Article 273 ol the Constitution. 
The third is the def& • t'J1 of the g&aal grants payable - to 
Orissa and Assam (and sadl atber States as may now ask for grants) 
under Article 275 of the c-ti1ution. 

·3. In regard to tbe 111ms· of income-tax and the grant payable 
in lieu of the jute apwt Juty the repra!ntations ~de by the 
State Governments 1D lfr. Desbm1lkh when he was enquiring into 
this subjed and tbe oiti, • • of the State Governments of the 
Award made by him will be placed before the members of the 
Commission. In ·any .fwtller representation which the State Govern­
ment may wish to lllllre ii this matter, it is unneces.ury to repeat 
what has been wpd lly tlaem in the earlier representations. It will 
be sufficient if a cODCile Statement of the State's case is now pre­
pared for the use of the Cammission and sent so as to reach it by 
the 15th November at &Jae latest. It will be convenient if six copies 

135 



136 

are Rnt ~ lber with s.ix copies of the rep?Qentation made to M 
~-.kh_ 1n ~949. It is unnecessaty, at this sta&e, to lD into afi 

PBl historical arguments for or against a partlmJar tbod f 
.:allocatian and il will suffice if the State's case is ~ -~ 
referl!Dce to ~ existin,t circumstances and the needs of the ~te 
rather than with reference to historical &J"RUmenls of ri«bts and 
wuacs or abstract principles of social justice. • 

~ As ~ards general grants-in-aid to the States. at preaeut only 
~m and Orim are in receipt of them. These two States may 
wish to press for a modification of the sums now paid to them and 
other States may conceivabl)'· wish to ask for grant.in-aid in addi­
tion _ to their share of income-tax and the speci6c pants, if any, 
reeeiftd by them under Article 273 of the Constitution. Here again, 
it would asist the Commission if each State sent a self-aatained 
st:atement. of ~ts case for assistance supported by a forecast of its 
rew!Due and expenditure for the next 5 years. This foreeast should 
be by major heads of account and should be prepared m the basis 
of the existing level of taxation and expenditure. l"or the pmposes 
of this forecast the State's share of income-tax and grant-in-aid 
whether for general purposes or in lieu of the jute esport duty, 
may be taken as 'Nil'. In these States in which any of the former 
Indian States have been merged, the forecast should include the 
revenue and expenditure under the State heads m ·the merged States. 
The fcncut should also provide for the bringing up of the level 
of administration in these areas to the level of the rest of the 
State- Subject to this, the forecast of 1-evenue and spenditure 
sbaald not provide for any further developmental or other espendi­
blft. In determining the amount of Central revenue to be diverted 
to the State either by way of a share of income-tax or by way of 
grants, tbe Commission would doubtless take into aecount tbe needs 
of the Stat.e for development. I. suggest, therefore, that the case for 
any inaeae in the existing grant or for fresh grant.in-aid should 
be prepared on the basis of the dislocatio~ in the reftllU-: positi~ 
of the Stale al the existing level of taxation and expead•uire. If 
the State bases its claim for a further grant on its additional require­
ments for developmental and other purposes, this should be set out 
in a -,.rate memorandum and the expenditure involved should n?t 
be included m the forecast just mentioned. I endme a form m 

hic:b this forecast may be prepared and have a~cled a few e~Iana­
;:,ry footnotes which may assist in its p~epa_ration. If on th~, or 
any other' point, you require further el uc1dation~ would JOU kindly 

drop me a line? 

. ..I 
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P~cmt of ,Re-t,mue afld Expend'ture 

---- Sta e. 

(In lakhs ol r pees 

Heads 
1951-52 -1952-53 1953-6-i 
Budget 

954-55 1955--56 1956-67 

REVENUE 

TOTAL REVENUE 

EXPENDITURE MET 
FROM . REVENUE 

TOTAL EXPENDITURE 
--- - ----------------- - -- - ------

Surplus 
NET 

Deficit 

NOTES 

1. Figures should be given by Major Heads of account_ 

2. In the sect.ion dealing with revenue-. . . 
(a) The State share of income-tax and any grant received 

under Article 273 or 275 of the Constitution should be 
shown a nil. 

(b) J"uJJ details should be given of any other grant from the 
Ce;atre included in the estimate e.g. ~rant to make good 
the revenue-gap following federal financial integration, 
~ta for rehabilitation of displaced pei-sons, etc. 

(c) Any amount included fo:r expected improvement in revenue 
or any allowance made for the abandonment of any exist­
ing sources of State revenue or the reduction in their 
yield should be explained in detail in supplementary notes, 
indicating the amounts involved each year. 

.... 
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l. h ~ !IN.'f ton dt,11tng with e•pendltu~ -

(I) Jfo 1tlow1nre "hould ht' m111d, fnr '"""' tt,►-ndlt,~ on 
dt'vrlopmenl.Rl pu~r,: 

(b) If lite 8 tim1ta In 1ny ye1r inclu~ any ~I ftffll of 
a-pendltu"' t.hts 1hould be lndic.tp,J in ~ ~ 

(c) The ~ tim11.('s Rho11ld include provts·lon f« - brinctftf up 
o( lhe level of adminirit.nlion In t.~ •'"' formfng lM 
mei gt.J Slat.er;. The 11mounf.8 so lndudet thould b! indJ.. 
cated in the f'.!Xplanatory not.cs. 

4.. All important va1iation1 in revenue or cxpendilu:r! f:rom Yf!U 

lo ?'(!ar should be briefly exphlined in suit.able footnotes. 
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Fo~t'CUt of Revenur- and. E:1:pcndil1tN! 

- - --8tate. 

(In Jakhl of rupees) 

Heads 1951-52 1952-53 1953-54 
_Budget 

1954-55 U55-51 1956-57 

----- - - --- -------- - - ------~ 
........ ... ... ... .. .. .. 

TOTAL REVENUE 

EXPmlDITUREMET 
FROM REVENUE 

TOTAL EXPENDITURE 

Smpms 

Nft 
Deficit; 

NO'rES 

(1) -Figures should be by Major Heads of accounts. 
(2) In the section dealing with revenue-

(a) the State's share of income-tax received from .the Centre 
should be shown separately. 

(b) Full details should be given of other grant from the 
Centre included in the estimate such as the grant to cover 
the revenue gap following federal finaDriaJ integration, 
grants for rehabilitation of displaced persons. Grow More 
Food, etc. 

{c) Any amount included for anticipated improvement in 
revenue or any allowance made for the a.bl!indonment of 
any- existing sources of State revenue or the reduction in 
their yield should be explained in supplementary notes 
indicating the amount involved each year. In those States 
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In wbtc:h lnlf!m11J c atoms duties h ave to be replaced gra­
d1M11ly II:, S.16 taxes, the revenue from teach of the 
IIOUrtts lhoutd be shown separately for each year, 

(3) In the aeetion cte.Ung with expenditure-

(a) No aDowlliiCe should be made for fresh expenditure on 
dewelapment..l pul'J)Ole9. 

(b) If the ellimatea rn any year include any spedal item of 
~ this should be indicated in explanatory no-tes. 

( c) The esti:mata should include provision for any additional 
expd)l.iibne that may have to be incurred on the reoTga­
nisatioa,. of administration in those Unions formed by the 
IIM!tlU al a large number of Indian Stat.P..s, 1riz_ Rajasthan, 
Sawashb-a. Madhya Bharat and PEPSU, The amount so . 
induded should be indicated in a separate note. 

-
(4) All important variations in rev·enue or expenditure from year 

to year should be briefly explained in suit.able foot .... notes.. 

I 
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(J)-0.O. ltttff No. F.C. ll/(17)/52~ do.ted tlur JJUa Sqtflnber 1952, 
t,,,m Sh7' M. V. Rongacluiri, Memb~ecretmv. to Che Finance. 
~tarie, of clll Pa.n A and Part B S,._ a:cept J"ammu 
ad Kuhtn.ir. 

'l"be question was raised by more than one State during the Com­
mission's recent ·visits to the States that one or ·more of the Union 
ExJ .. u should also be divided between the Centre. and the States 
so • to increase the resources available to the latter. The Com­
million would be grateful if you would kindly ll!Dd them a memo­
nodtnn setting out the views of your Government on this subject. 
In partirular the Commission would like to have the views of the 
Stale Government as to whether all the excises or. only one or more 
of them should be divided, the relative share of the Centre and 
the States and the basis· on which the States' share of any excise • 
which your Government may wish to have divided should be allo-
cated am~ng the States. • • 

The State's memorand~ may be sent as soon as possible wi~ 6 
spare copies and in any· case by the 10th October ·1952. 

' 
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(4) Prr.a lfok ~d tM ffUa February 1952 i.11ued by the Fmance 
Commiuion 

Arnone the questions on which the Finance Commission will 
haft to mab· rec:ommendatJons are:-

(f) the distributf on of the net proceeds of income--tax between 
tbe Umon and the States and the allocation of the States' 
lhare among the States [vide Articles 27.0 and 1.80(3) (a) 
of the Constitution] and 

(il") the principles which should govern the grants--in-aid of 
the revenues of the States out of the Consolidated Fund 
of India [vide Article 280(3) (b) read with Article 275 of 
Constitution J. 

At pimt, 50 per cent of the divisible net proceeds of income­
tu (other than Corporation Tax) is assigned to the States and dis-
1:ribat.ed among them ill the following percentage ratios: Assam--3; 
Bihar-12-5; Bambay-21; Madhya Prades~; Madras-17·5; 
Ori&st-3; Panjab-5•5; UUar Pradesh-18; and West Bengal-.13·5. ~ 

Seven out of the eight Part B States are also now entitled to share 
in the pz<deds of the income-tax along with the nine Part A States. 

Various bases have been suggested for allocating iilcome-tax:­

(i) tbe c:olkction of income-tax in the various States; 

(ii) the amount of inoane-tu: realised in respect of incomes, 
whetevei-eamed, of individuals rmdent in the different 
Slates; • 

(iii) the mllection of income-tax in the various States adjusted 
with reference to the origin of the income; 

(iv) the relative population of each State; 

(v) the relative volume of industrial labour in each State; 

(vi1 the wds of the di1fmnt States according t_o .various criteria; 
.and 

(vii) differmt combinations of the above factors. 

C,wan are adnnced for grants-in-aid on the basis of needs for 
b•l•Drinl the budget, for bringing up the level of. administration and 
raising the standard of social services in certain States and backward 
regions. for implementing some of the Directive Principles of the 
Constitution. for economic development. for bearing special additional 
buidemardeatingwith disabilities consequent upon partition, etc., etc . 

.... 
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~ points whi 1 arise with respect to ,rmll-hHid are 
~ the grants hould be ~ene or specift cmditiolwl or un.. 
madititmaL 

Before making their recommendations, th@ .FiDetP Commission 
would welcome the views of all who may have made I study of 
U.. questiom. The views may be set forth in a wtittm memoran­
dum 10.d em to the Secretary, Finance Commiaioa, r.ridtot House, 
L-rtmo Rold, New Delhi, on or before April 15 J.m.. 



l 

> 

APPENDIX V 

Su_p~ POINTS ON WHICH STATE GovE.RNMnrtS ·WERE i\SKl2> 

FOR INFORMATION 

1 Ch • • . • anges m rates of the principal heads of revenue {agricultural 
:c;me-tax, stamps, motor vehicles, entertainment tax, electricity 

1951.:S~ sales tax and other taxes and duties) from 1946-47 to 

2. Changes in land revenue and excise revenue. · 

3. Incidence of food subsidies on States revenues. 

4. Changes ill the balances in the Famine Relief Fund and Road 
Fund.· 

5. Burden on the State Revenue on account of the relief and 
rehabilitation of displaced persons. · 

6. Revenue of local bodies and expenditure incurred by them on 
education and health services. 

7. Mileage of national highways and (A), (B) and (C) Class Roads. 

8. St rength of establishment under Police and general administra­
tion during l!M6-4'l and 1951-52. 

9. Number of primary schools, attendance at schools and number 
of teachers in them. 

10. Number of hospitals and dispensaries, rural and urban. 

11. '[axes levied by the State on professions, callings and employ­
ment. 

12. Economy campaign carried out by State Govc1·nments in the 
three years ending 1951-52. 

13. Programmes of agrarian reforms in the States. 

14. Expenditure incurred in 1950-51 and 1951-52 on the adminis­
tration of controls and rationing. 

15. Expenditure incurred on development schemes. 

16. Working of commercial undertakings of the States like road 
transport, electricity schemes, etc. 

17. Assets and. liabilities of the States in recent years. 
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18- Regional distribution of population . 

19. ~h and securities taken over from merJ(l!d States. 

Z,. Results of Grow More Food Schemes. 

2L Pmition of taccavi loans in recent years. 

%2. Revenue from royalties on minerals. 

NOTE..-The information in regard to items 2 to 6 inclusive was 
asted for the five years ending 1951-52 from Part A States and the 
two years ending 1951-52 from Part B States. 
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APPENDIX VI 

DAns or DISCUSSIOJIS WITH STATE Gov.F.IIJfl,fP'Jff 

Gow, iiflMlt 

Madhya Pndesh 

West Ben.,al 
Orisu 
Assam 
Madhya Bharat 
Bombay" 

Travancore-Cochin 
Mysore 

Madr• 
Hydexabad 

Saurash:tra 

Punjab 
Patwa and East Punjab States Union 
Rajasthm 
Uttar Pralesh 

Datu 

7th to 10th April 1952 
17th to 31st April 1952 

23rd to 25th April 1952 
3rd to 7th .May 1952 

27th to 30th May 1952 
2nd to 5th June 1952 

10th to 12th -June 1952 
2nd to 5th J'uly 1952 

9th to 12th July 1952 
16th to 18th Joly 1952 

1st to 3rd August 1952 

9th to 13th August 1952 
16th to 18th August 1952 • 

22nd to '-5th August 1952 
27th to 30th ADg'IUt 1952 

Bihar 6th to 8th September 1962 and 22nd September 1952. 
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APPENDIX vn . .. 

LEnnl ntOII THI CHD7 MINISTER OF SAU)lAS111'M D&'IID TIIK ]ST 

Atm\TST, 1952, ro THE CHAIRMAN, FINAHC& Colonssrow 
. -~ . . .. 

This morning we discussed the question about the powers of 
the Finance· Commission ui~•<M,is clause (I) of the Federal Jinancial 
AgreeJ;Dent entered into between the Government of India ancl ~e: 
Government of Saurashtra. As we had anticipated the provisions. 
of Artide 280 will not cover an inquiry under clause (I) of the:said 
~t We appreciate the difficulty of the J'inanee' 'CommiS-: 
sion. The Constitution gives them certain powers and it is just and 
proper that the investigations by the Finance CQ~o~ should 
be confined t:O the provisions and the tetms of the Constitution~ 
On our side, however, you will appreciate the difficulty that for the· 
period for which the Commission is to report there is also another 
body contemplated by the provisions of the F ..Fl.. Agreement to­
report p~cally on the same matter, although the backgro'UJ)d an9-
the approach will be dif'!erent. • • • 

~ We have carefully considered whether we should proceed; 
fmtber with an inquiry -under Article 280 or should insist upon an. 
inquily under the provisions of the F.F .I .. Agreement. "After ·careful· 
o·-tsideratiori, we have come to the conclusion that in the light of 
what has happened it would be against the interests of the State 
to enter into a discussion of the question unless the cliscumon covers 
an inquiry contemplated by the aforesaid Agreement. 

1 Apart from the question that we feel that an inquiry limited 
to the terms of Article 280 will prejudice an inquiry under clause­
(!) ca the Agreement, we feel that ~o Inquiry Bodies inquiring 
into the needs of Saurashtra for the same ·period will lead to all 
mrts of complications all of which cannot be appreciated at the 
pzumt moment. At least there will be much over-lapping and 
duplication. . 

4.. Under the circumstances, we have decided to move the Gov­
e +wornt of India to institute an inquiry under clause (ij of F ;Fl . 
.AgreemenL I may explain that this is not in a spirit of huff or non­
c»-apenti.on. We will be glad if this Ccunrnission itself is vested 
with the power to undertake an inquiry suggested above. 

148 
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149 , 
' 5. Subject ta what I have said above, we_ shall have no objection ··; 

to discua otheT aspects of the problem, namely, Article 280(3) (a) 
~-e., the dmsibUity of taxes. We shall similarly have no objection 
to gi~~ ,ma a i!Jlm"il idei of ottt backwardness and needs from our 
angle under~ (I) of the Agreement, should it prove useful to 
the Commilllion for the examination of the case of Part B States. - • 
I may once again statP. that I am very sorry that I did not get this 
point clari&ed from the proper quarters earlier. 

Thanking you. 

• 

- i 
I 
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• ' APPENDIX Vill 
SVJowly OF THE BUDGETARY POSITION or PAJff A MD PARr B STATD 

(/1' loA.lu of ,up,u) 

.,~ 
~

P.-$3 
1949-50 IJJO-SJ (Plot 

~) Pfpra) 

ASSAM 

TOTAL Rnenuc 1030 1129 JOOS 
Drea-

(1) 8batt of CCDtraJ Income 
Tu • .139 Lf.Z 154 ISi 

(ii) Grants-in-aid 88 70 70 70 
NlrRmNm! 803 7lo 905 784 nmr. .lixPINDJTmm . 994 gll 1090 126G 

Smplus(+)or 
Daficit(-). -191 -141 -185 -.f7C> 

BIHAR 

Tow.RnENtm. ·2595 2b3 2829 

.D.llta-
(r) Share of Central Income 

Ta:r . 595 59Z 654 63x 

(ii) Grants-in-aid 46 3' 39 37 

NErREmruE . 195.f 2d 2130 ll6I 

TorAL EIPJ!NJ>m,e 2375 .1foS 3273 298o 

Surplus ( +) or 
-819 Detic:it (-) . -421 -m -1143 

BOMBAY 
Tow. luvENDE 6153 . 6oJJ 6045 6503 

Dtdua-

(,) Share of ~tral Income 
Tax . 961 995 1099 Io6o 

(a) Grants-in-aid 135 145 1.fS IJC> 

NnREviNuE . 5057 . 4191 48o1 5327 

TorAL EIPENDrrvRE . 6150 6oJ1(a) 6.z74 6501(b) 

=los ( + )or · 
"t(-J . -1093 -n,46 -J.f73 ~Il7.f 

(a) Rs. 400 Jakhs tnnJfcrrcd lo mccr apiral 4 ..,..,, mmspooding to tramfa 
to Rttcnue of an equivalent amount 61a die Rcftnue Rcxrvc Faad, ex­
cluded. 

(b) Rs. 250 Jakhs tranrferred lo meet capiDI cap:~ corrapondiq to transfer 
ro Revenue of an ~uivaleul amomt &cm die .Revenue RCIClft Fund-> 
txdudcd. 
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9ulaaaT or THI BUDCETARY Pos1noN or PAR? A AlfD PART B 
STAns-contd. 

(In WAI of n,p,u) 

19◄9-SO 
l 9SJ-5,2 ~Sr53 

{ProvirionaJ (Eudga 
Piprea) Estimata) 

MADHYA PRADE3H 

nto 2JC.O 

(I) Slae "' Ccnu:aJ Incxxnc:: 
Ta . 2.74 2~ 3-14 303 

58 J9 55 J2 

MDRa-.. i628 1613 I9ll 178-i 

TODL 2u1&4J DIE • l i73 1674 1817 208.z 
I =(+) or 

(-). • • -!50 -56 -f 94 -297 

~.DP.AS 

TODLRnailE 5589 5816 596:S 6446 

DI 1w 

• (i) SlaerL Qnml !name 
8=3 829 r"" . Ta . . . . 915 883 

• (a) Gaam-io-aid . 

Nnlbs • . 4766 -i9S7 .5050 5563 

TODLEli EIUIE • 5554 59.45 63r- 6534 

. Surplm (+)er 
Ddat(-) . • -788 -95S -13,ll --971 

ORJSSA 

Tor&Sauwww 108.:1 JO]l 1160 1178 

D I ...... 
(,) s.i. "' Caitta.l fo~c 

Ta - 137 l.p I,S-1 151 
l. 

'. (i) Gnm~aid 47 6 t 61 6J 

Nm.Rama . 89' s~s . 945 966 

~Eu mm.a ll.f7 r :01 JC'.15 1168 

=(+)or 
'. (-). -l,19 -373 -140 -20 2 
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SuiaoRY or THE B UDGETAI\Y POSITION 01' PAM A ARD PAJIT B 
STATES-contd. 

(In hllw of ru,,•1) 

1949-so 
19.s1-p 1is2-S3 

19so-.s1 (Provllloull ( ud1ct 
F.-a) E,timates) 

., 

--
PUNJAB 

T ot"AL Rn1Noi 1695 1687 17fo 1705 

zw.t-
(aj Share of Ccntnl Income 

Tu . 229 261 288 278 

(a) Ganrs-in-aid 175 75 \. 

NErREmcuE 1291 1351 1492 1427 

TODl.ElnNDmJJtE • 1612 I6oo 1649 1748 -: 
Smplus ( +) or 
Ddicit(-) . -321 • -249 -IS7 -321 

• I 
J 

UTTAR PRADESH 

Tar&LltDDlm S39T sitiJ 5461 
.. ... 

q-a-
• (i) Sime of Central Income 

:ra . 869 853 942 909 

(i) Ganis-in-aid 

NalmBIO! 4528 4336 4519 5190 

T ODL EsftHDmJn 5626 sr&t ~ 652,4 

=(+)or -1098 ~I -923 -1334 
(- ). . 

WEST BENGAL 

T OW. kffNOB 
3401 3430 38sl 3637 

(i) Sime of C.Cnual Income 706 682 
T a . . 549 640 

(i) (jaaU-in-aid . 132 117 117 117 

• 
)laa..-w . . • 2.720 2673 3035 z838 

TODI- EJl'DIDITOU • 
3138 3734 37Y'J 4204 

=+) or - 418 -1o61 -704 - 1366 
(-). 
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J 

StTMMAll-Y or ms BUDGr:TARY Po •• ION or PA.RT A on Pu-r B 
. . STnT.s--contd.. 

(,la '4Alu of r VJ)(11) 

1949-so 19so-s 
1~:,, 

(Pwv-...,.1 

Tor.u.Rrvame 

D.tlaet-
(i) Share c{ Caltt11l Income 

Tax • - • • 

(ia') Gnnb--in-«id 

NET Rrn:Noz • 

TOTAL EntiWltiJU 

Smpha(+)or 
Defacit (--) . • 

HYDERABAD 

-

P"tpra) 

t ] l H a 

2487 :279I 

2755 2'7'0t 

-268 + 90 

MADHYA BHARAT 

TOTAl.KtiiHUE 

Dt:tlacl-

(i) Sime of C,mtnl IDa>me 
Ta:. . 

(isl GmaD-ilHid 

NETREffKDE -

TOTAL Exrilwuo& . 

Sarp1m C + > or 
Ddicit (-) -

TorALJinamt 

..lWla-

(i) Sime ~ Central Income 
Ta. 

Cu)· ~ 

TOTAL &riwiuua 

Smplm (+)or 
Ddiat(-). 

0 

MYSORE 

6 

10µ 

un 

345 

l09S 

I3S2 

-257 

6 

II]O 

Il,42 

-u 

34S 

nrn 

1337 

701 

n 6 

258:i 

2736 

- 151 

1188 

ll8o 

131S 

345 

U54 

16ot 

I 
l 

- \ 

I 

i 
I 

-
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, SUIDl!Rr oF nm BUDGETARY PosmoR "' PAlt'f A A.lfD PART B 

STATES-contd. 

(111 '4JAt o/ rrt,W) 

l 1951-52 ~~ 1949-50 l9J0-SI (PmfdomJ 
.Plpm) Ettfmata) 

-· 
PATU Ltf ct EAST PUN:,dll .STA'l'BS UNION 

TOTAL REvENol! s6J s96 ,S22 

Dtoa-
(1) Share of Quin} Income 

Tu . 16 IS II 

(i,) Gnnts-in-aid 

NETREmM S47 581 ~II 

TOTAL UP.ElfDITUR! 46J 464 sis 

I. 
SWplus ( +) or 
Deficit (-) . +ss . +n7 -'14 

J 

RAJASTHAN 

TOLU. RmNuE r461 ' 156o 1632 

DttlllCI- .: 

(1) Share of Central Income 
Tu . I 12 13 

(it) Grants-in-aid 

NETRfflNtl! . l.fS3 1548 1619 

Tor.AL Ezma>JTUKE . • JJJI 15.sa 1726 

. { Surplus ( +) or 
+62 Deficit(-). • -4 -107 I I 

I 
I I SAURASHTRA • ► 

I 

' 873 i -TOTAL RMNUE m 752 
' DtJ,,a..:... 

r (r) Share of Central Income I Tu . 

l (it) G~ts-in-aid 2So 300 275 
I Na Rm:NuE . sr, ◄.sa 598 I 

TOTAL ElftNDITUJIE 7.CZ 884 872 

I 
~ Surplus ( +) or ... 

Deficit(-) . -JJS --432 · -274 . . . . 
' 

a 
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SmowlT or Tlll BUIICETARY PosmON or PART A Am> PaJ\T B 

STA~oncld. 

(/JI ldlu of rvp 11) 

___ .;__ _____________________ _ 
Tom.llw:Nut . 

T RAY ANCORJ!-COCHIN 

1399 

(I) a.e of Cmtm1 Jn,:an,c 
Ta . 

(i)O.....iIHid 210 

Nmllwww . lU9 

TO'III. J!Lau1012 1274 

=
. (+)ar 

(-) 
-lSS 

363 3oS 

LP7 1379' 

13µ 1693, 

+15 -314 

Taal &p:odinue csrmda DWP" to POGt-war Devdupoc.Jt or &mme Rescnc 
Fmft. 

C'"fflllHIHi.\ m: the grmlS baJiai o!ju,e aport duty., lCl'alllC pp pmtJ» 11:1bmlticm 
IDll apa:W pms to West Bcnpland Plmjlb . 

• ~fiDaudditicmal 1HEMi-, ~ Madras., Bombay and B,dcnbld for 1952-53 are 
il,1p .,, Jll IDll1 mame. 

Speml Dc,dopmmt Gnna to mcnud B States., air- m:b:kd 

la lditiDg .t the net to1al J'C9C1mC, the share of in~ tD md SWDk)rJ grants [i.t .,, 
~ -.kt Adicla ~ 275 lad 371(1) (b) of lbc O:mstiDUII or the: a:msponding ~ 
liliaacifllleGutewmwtaflndia&t.,193s] bncbccndmicadfrom IOal ~ -

"lk maa md apcudiDR d. the GovcmmcDt of MJD"C for 1gsi-si and 1952-53 
bk a ar:mmt CIDly ntt fi&wa under "lndusaics and 5app&s••. 

"be iwbmeticm that the Govcmmtnt or Orissa arc not ms-ok for any icdml tnffluc 
pp - - iecci,cd by lhtm afta- finalisiog their budgu b 1951-n. Funhcr, as tl!c 
S..- upe..1fld thtir lbarc of Ccntnl inccmc taX 10 go up, tllcy decided DOt 10 alkr the 
ffliP◄ I llladJ adopted. 

Fipla for 19SI-si uc proflliimal. 
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160 L Statem • 
ent showing Population and Arn of fwC A and Par1 8 Stok, 

°" the bnru of 1951 Cn.1111 

s--
~l■rion 

r--. ~ ~lty 

T~ 
911. mllH Pfflq. 

mlle 

All.• !ilO,.q,707 HI ~ 1'7•J ..... 4cu,25,9,47 11·# 70,,]C) m·o 
8-liay 359,56,150 ,,.,, 

111,434 w·1 
~Pxmh 2l2,.47.S33 NJ 130,272 1'3·1 

Mldm 570,16,002 11-11 127,790 446·2 
0nm 146,45,9,46 ,-a 60,136 243' S 
1-;d, 126,41,205 HI 37,378 331·2 
lhla-Pndcsh 632,15,742 ll·U I13t409 5s,·4 

W'c:si~ 248,10,308 'NI 30,ns. 806·2 

HJdaabad 186,55,108 .h1J 82,161 2.27•0 

MdJi Bhmt . 79,54,154 !-ft 46,47& 171•1 

.MJWft 90,74,97.2 %·'1 29,489 3f1'/"7 

Paiab & &st Punjab Stares Union 3-4,93,685 l·H 10,078 3-46•7 

R.;,nh■n , 152,90,797 1•11 ·130,207 n7·4 

Saabm 41,37,359 1·11 2I,4SI 192·9 

Tllallellt-Ox:hin 92,So,425 2·• 91144 1014•9 

Total 3466,89,040 , ... 1064,6z3 p5·6 

~Jim'! for Assam do nor include figures for tri baJ arc1upecikd in Put B of the Table 
i• ,-20 <i mt Sirth Schedule 10 the Constitution of India.~ 

z. 
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2. ~- mad E.rpendit,lr~ of Cl!nt,al and Stau GooernTMnts 
f 

1931-.'J to /!J52-S.1 - I 

I 

"~ ~ itun: Surpl.,(+) or Dmcir(-) . -:- , 

. I 
Yar • [ 

Oo.ntnl Sta Cnlml State Cmrnil Stne 

J93?-JII • 16,6T im M,61 &3,1' + 2,.16 I 
193'-39 • '4,µ ~ as.;s is.16 64 - b \ 

~ , rz 
I 

193~ • 94,.57 91.,23 94.$7 + 1.11 

1940-,4]. ltrlM 98,39 u4,I& 94,69 6.53 + 3,70 

1941-42. 13,,4,.57 lc&,31 147-.,I, iOZP"J - U;f,J. + 5,69. 

1942-43 • 177,12 125~ 233,90 115,04 -lll,;t +iC,30 

1943-44 • 249:95 167.,J7 439,85 .r-0,69 -•19.90 +~ 

J~S· · 33S,72 213,79 ,4!,6,.26 18o,35 -t50.s.S ~ 33,,43 

1945-46 • 361.,11 233,9'2 ~2 .t88,i"2 -03,43 ~45,%0 

1946-47 . 342.89 246,,z6 343,49 Z34.,82 - 6o ~U,.4,4 

19$-49 • m .?d.a.) ::S6,4.s )m,86Cai) ?.44,C? +SD,14 +13,60 

,. 194!HO • 3S0uS(e1) 239,c,c ]Ij,I:Z(a.} 2!3,74 +33,.2'7 + 5,JO 

!~- 4J0,,,66{ Cl) 3b,90 351..w(c:} _3So,5I +~ + lo-~ 

I9$i=S2 • ,rm~) ~•) -eos.,c«;) 401,73(11) +9%,6l + ,4..93 

I9S~(e) . ~ ,41Si99 ,.OI~S -05:t..llO + l.13 -19,31 

~ ~~ tr<lmf1.u ~/to Reft:me ResaTC Fum!s . 

.. ~~~iK¾rli~c 19-ft>-47 rcu to undiridai India ; lala-ic,D'CS relit: to 
Ubtlj ... -Mr!!& ik!i:.lr Stai: .liprcs tram 195~51 arc inclusi vc of these of Part B Swes (c::Kq.11 
~ . ). . 
{•)t~~ 
,~>...._=ams. 

f' <e>-.~ 

319- 11 
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3. Composition of HnnU and Eqnditur• 

1937-38 . , 1931--39 194-t'4S 194S·◄6 

h 

' 

RfflNUI- 'l'J,T/ 73,61 
Qlstoml 43,11 40,SI 

Central mdse 7,66 "" 31,14 46,36 ' 
Tucsonincc,mc . 15,83 •17,28 ;.1,91,30 L1,77,6'J 

ofa,lii~ 

(1) Coq,ontion Tax 8 l2P4 83,65 75,33 
l . . 
r (1) Tues on Income other 
I. than Cmpor•tion Tix 13.95 15,24 I/Y1,6S J.PJ,30 

/ • Railways (a) . 2,76 11,37 32,00 32,00 

I Posts and Tdcgxapbs (a) . 51 19 J~S II,3I 

i; Cumnc:y and Mint 7S s• 12,46 16,75 

r! • 32,28 Other Heads . 17,JS 7.43 38,41 

I . Dtilud States' share of Income I Tax . -1,2s -l>So -26,56 -28,75 

I. 
I; 

Tow 86,61 &c.sz 3,3SJ°/2 3,61,19 

I . EIPENJ>mJIE-I; Defence Scmccs (Net) . 47,3S ~· 3,95,49 3~3 
I 
I 

Direct Demands on Revenue . 3,73 4,24 Ba31 9,67 

Debt Semccs (Net) (b) IS,00 14,D 21,70 33,62 

Cml Adm.iniltration IOA4 1080 Z4,m 29,4s 

Cvil Worb (c) 2,50 z,p - 1,75 1,38 

Contributions & Miscellaneous 
~ Adjustments between Central 

and State GovemmcntJ 3,16 3.o6 8,76 9,74 

Mno:Yaocnus 3,91 3,63 6,49 
' 

11A1 

o/fDmch 

Sllblid:, on food-gninl. 

Ezpendilure on diaplaced 

i 
pel10DI • 

I 
Exuaordinary lttma i 3 I 31,03 21,37 

I OdmHcada . 49 49 JaJO 1,70 

' ,, 
·~- Total 86,61 IS,IS 4.96,36 4,'4,6J 

' Smplm ( +) ot Deficit(-) -'4 -1,6o,55 - 1,23.43 

"' -•- •ft--........ "\ lacludlni appropria~ !or· rcduc 
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i Wld frr,m .Rewnue of tM Gooernment of India 

[ l,Sl~Z 

~rl~~ 1948-49 1?4?-1() 19'<)-SI 
~) dmata) 

fr IJ,Z3 1,26,16 1,2-4,71 1,57,15 2Jl,IJO I»6SIX' 

43PJ S¥3 &J~s 67,54 &LJo 86,oo 

I ~ J,fom r,Br,~ J,61~2 J,73,22 1,75P' 1,ss,00 

a.as 62,26 39,.53 4~9- 31,SS 30,S3 

91,74 I,19,9) 1,2,1,59 I ,~73 l,3'7,4S I,24,47 

• ,S,,fD 7,3"' 7,00 6,.50 7,34 1,65 

s.i6 2,36 2.38 3,98 3.17 1,16 

J5S1 u,63 II,22 12.,%7 IT.JI 10,39 

53,79 32,61 ZI/A7 37,.52 36.ss 30,62 

-~7 -41,79 -45,76 -47,52 --Sl,10 -so.84 

3,,42,.19 3,rr,7O 3J0.39 4,to,66 481~ 4,04,98 

• 
' 

2P'IJ1 1,46J)s 1,48,,16 I-64,l) 1,11-24 1.97,95 

[~ 8,62 l]a) 1~0 168s 15,76 

~ 42..sl 3M3 37.36 n~ 36,16 

3't,A 3Sa56 ~ ~ ~ SS,98 
~ 

w 6,61 ~ 10,38 IJ.2S 14,96 l 2,g6 :s96 ..... ' 
1,7.2 ISaS9 20,ll ,I 

~ 
~ 3%-1' s6-S9 52.rU 52.13 "'44 ◄0.93 . 
~ /; ' • r . 

' 
~ 

31,6.f ~7,~~ 14,48 ,31,66 rs,oo 

MS u.,:S 8,7-4 13,83 10,()9 

2-f7 IMS IIM 7,03 ~ IS,,86 

1.,IJ ~, J,.16 2,77 'lP1 3,31 
l,,&e ~6 3.17.12 3, Sl,44 ~ 4s01,,2s 

-4o +~ + 33.27 +s,.n +fa.61 +3,73 

daa • ...+hooe 9' dcbL (c) lm:hldiq Blodt grant far h hr to c.cncru Road Fund· 
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4. Reuenue and J:.q,nditure of Part A and 

Per Capita figures (in rupet!s) aN 1ift11 fn it.Illes along-9fde 

tffD-jl (Aa:uunt•) .... Expenditure 

A-. . 9,92 • 9,28 -- ll·I 10-.a . 28,97 26,os .,., 1·6 
6o,31(c) 6o,37Cd) 

MO 
ll•I UJ·B ,_ Pradesh 19,20(.r) 16,74 

lladnas. 
1·1 , . . 9 

58,16 S9AS 

Oma 
IO•! 10-~ . 10,31 12,01 
i·l l·Z ,___ 

16,S7 16,00 
11·4 1!·1 

Unar Praclie$h 51,89 51,84 
~-i 8· Z 

WCSlBcapl 34,30 37,34 
ll•I l6·I 

ffJ'dcrabed 2.6,18 27,SS 
11·0 U•T 

Mdya:Bbarat 10,38 JI,77 
11•0 U•T 

Mysar-c. 14,40 13,52 
I~•• U·fl 

Pllilll ad E:tst Punjab Sutcs Union s,63 4,62 
lf·l 13•Z 

.- risJD 14,61 13,91 0 -,-s 9•I 
s Mb=a ;,77 7:42 

11•1 18·1 
T~in 13,99 12,74 ,,_, la·1 

TOTAL 3,82,90 3,Bo,61 
" 11· 1 :ll-0-

(c) &cfadcs Rs. 6oo lakhs transferred from Revcnur Ratnc Fund. 
~) &dudes Rs. 300 lakhs transferred from the ..._ 1taaft Fund (Post-war 
(t) Es,.ludes Rs. 400 lat.hi transfcm:d from ReYallle ltaerff Fund. 
00 &dudes Rs. 400 lDkhs uansfcned 10 Capital, (.Uh 4...U.S to tnnsfrr to Rrvmue 
(~ Iadudn a2 cstimalcd Rs. 450 lakhs from ac!di!icwl ...... , cxduda Ra. 250 lakha 
en &d,tdea Ra. 2,0 lakha tranafcncd to Capital, CDFUf ..... to uanafcr to Rncuuc 
(n &docks Ra. ,44 lakm transferred f1t'.)m the Rcww ~ Fund (Dttclopncn~ 
(6) fpdndra RI. lo lakhl tran:sfcrred from Revenue lteanc·Plmd. 
fl) E,de•dc:I lb. , Jakhs on account of transfer to Re-=- ltcterft FuQd. 

(j) &dt1dc:t Rs. 90 lakhs rransfcncd from Rcvcw llaeswc Fund (Development 
('> ladudes R.evcnw from add.itwnal taxation or Ra. 270 ...._ 
u, &dudes adcliricw ao Land Rrvmuc or Ra. SJ .J ...._ ,_ 7.wiad•ri Abolition in 
C-) ~ additional laUtwn_ of Ra. 146 Jakh■• 
ca, Esdncks Ra. 11, Jakh, wi1bdrawn from Fundl • ...W ror Dcvclopmm1 
C-) OalJ oer fip,n ol .. Jndu11r~ and Suppljn" ..._ i.lo acmmtl; chat 111 Revenue 

G me fadDMrial and Comme-rc:ial u.ndcnaklnp , cq •~ acmrdlnaly ndudea 
c,) Jadeda Rs. 2 • 63 lakhs on account of •mount •• •+ ~- the C.Cotrc, 1101 
Nod,,-it=pb from additional IIHtfon included ia Rwmuc fi&urn for 19jJ-5~ 

lila fa v..- Pndala uc .noc iodudcd in 1hc bud1c1 e1dma1a of 1nc111UC. 

.. 

l 
1 
I 
I 

! 
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P art B S&a~ 19S0-51 to 1952-53 
the ftCU1'@s for Total Rev~ue/Expenditure 

'9S•-Sl~•kw .. 1 P'tptn) ... a E 'lpmdi\me 

11,at 10,90 
16·$ 12·1 

10,0S 

~<•> µ,73 23,.29 (h) 7·0 ~- 1 "'°AS 1S~ 1., 65.o-3 (4) II · .« l ,· .J 22.lo(A) 1&.,7 ( i ) 2 1 ,.GO (I) , •. , 
P. • 6 

.'9w6s 63,72 
111·5 ll · Z 

~ 6 ( .-.) 

21~ 10,&5 
7•i 1 r.,a 

1· 1 
;r7~ 16,49 n . .os 11·1 13·1 
54,,61 $4.42 60,99 (!) ,., l•6 
.3lasl 37~9 36,.37 

. u·6 l.i· l 
29.,09 2 7 ,01 27,0i ( m ) 

l~·C l l· 4 
:u,.)6 II~2. l I,.83 ( 11) u-z 1 -1 • .J 
%4,22 (o) "13,37 (o) I4->99 ( c ) 

1;-6 u -; 
s-96 -4.E4 5,.22 

11-, 1~-3 
x~ 15.52 16-,3:: 

B•: 1.0· ! 
7.s:,. 8>84 ~ 73 

l:»•3 t l •!i 
r,ao 

H-! 
13,52 n -.; 

I~ (p 

4 p6»66 11~ 40,1.73 4,lS,99 
l l· fS 

:Rrc+ww• ..._. .and Devclopmcn~ Flmd). 

-ol • ~ !f'MlPl\l from RCYaWC Racrvc Fund. 
11•1 s5 1-d &am Rcftnuc Racnc Fund. 
of an cqainlml amount from Rcvcnuc RCSCJVC Fund. 
Fund). 

., . ·.,:., .. 
2-imara) 

~,are 

~ 
11 · ~ 11·0 

1IJ,lo 
1 · 0 1 · J 

6s,oJ {/) 
18· 1 ll•l 

2IO,i2 
9·!J , .a 

65,34 
ll · J ll ·~ 

n ,.63 
S· l S • O 

TTA--~ 
1 -3 · .5 l3· 9 

65..24 (!) 
9 · 7 10·3 

I • - 42.c4 -.. I i· ~ 
%7,36 

11· l 1J·6 
1"],.IS 

l -J· !J .z~-5 

r • • 
"':., -.;, 

:r6,o I ( c,) 
I,· 5 

S,55 
Z:- !J 18· 1 

17::,2.6 
10· 1 ll· S 

1,i2 
21-~ 2-!·l 

i~9l 
.! t.;.- 1 lS- 2 

~ 
l ~-• U ·6 

~9s>-s3 ; up 5, ... .., iodudcs additional C~NX'C in r~pcct of Z .ndari Abolition. 

l?::1 C t:. 

lDi t Q • C:... ltccripa unJcr .. lndusuics and Suppli6" n,inra worting apcnses of 
WOlltilic pFWMS 

1udDded ..., llCftllUC oahcrwise. 
AR •..,_la die blid&'et cstimDtcs for 1952-S3. Ykld from mewcs of additwnal'tua-

- t 
7 ... 

·1 
I 
j 
I 
I 
\ 
\ 

\ 
I 
I 

I 
I 

_1 

' 

.. 
' 

\ 
l 
I 

I 
I ., 

......... 
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•i 

5(a). ComJ)Olitioa of .Reoenue of Pcm A cmd ~ • ~ 
Percentages of collections to the total Revenue of the "" I 

~ A,ricultunt Land s.. 
Income RCTenUe 1!11:ne S11mp1 Rqilfndon 
TIX 

~ .,, r , 1 &,am 79 190 93 24 3 l·O • 11·1 ,., •·• 0 -1 
~ . " • I 

Billlr 69 159 s2' J4I 67 , .. S·I 11·1 , ,s !•~ 

~ ! Bombay 631 UT/ .po 32 I 10·$ , .. 6•1 ·o•S 

• 1l Madhya Pradesh 37S 231 100 23 
I J!J·S 11· 0 S•f l•f• 

I .Madras. 694 ss 4-8 xoS 
11· 9 l·I 8•4 1-g 

• Orissa . 10 103 213 6s 8 
1·0 10·0 IO·T 6·3 O·S 

' 
I Punjab . 184 208 65 10 

J 10·9 12·3 3·9 0·6 
A .. 

- Uttar Pradesh 138 772 6sI 244 24 ; 2-7 14·9 l!•S l.·1 0·5 i. 
'WC5t Bengal . 63 ~13 62o 2'11 -45 t l·B 6•1 1'·1 l · l 1·3 ~- .. 

• Hyderabad 447 
11·1 

'69 
17·1 

49 
l ·9 

7 
0•3 

Madhya Bharat 247 1" 36 3 
0•1-p U•I 11•1 3·1 

I 

I M,-ore~ 1_2.9 a1D 49 9 • ,., 14·1 3•• o-~ 
t Palilla & East Punjab l Suta Union 99 190 IS 3 I 
I 

11·1 u-, f•1 O•fi. 

Rsjuthan ,421 
u -, 1C9 

17·1 
43 

3·0 
3 

O•f 

Saonshtra .22s JS u 9 ~ 

t I 29·0 ,., z., 1'2 I . 

.I' T ranncorc-Cochin so 69 211 81 28 ,. 3·6 4·9 U·I ~-, f •O 
I 

I- 383 ' , -409 49.S~ 4734 2217 
TOTAL 1·1 11·1 1'·4 ,., I: O 

' '~ .. • (a) Excludes Income Tax share. \ .. 
~ 

·,· · (/1) Excludes trmafcn from Rcvcnuc RtlC.lft nail. 

l ' 
a , 



167 I 

' Part B Sfate, uncfe,,, Matn Headr-1950-51 
\ l resp«tive States are given against each head in Italics ! 
' • 5-.Taa Otbtt 

' 
Onc:Wma Total 

Othu T--. la,t Income GnDII ltcmao( Total -- and Rnaauc Tu from 1he Rncnue Rcftnue 
MalDr • Dutica • 
$pida) (111) Share CCDlre (b) (b) r 

l 
r • 

73 4S SO'/ Lf2 JJ6 · 227 ~ . ' 7•f 4•6 11•1 J.J•J 11·1 z,., 
440 63 1573 592 230 s02 2897 Ii•! !•Z s,-a 2/J·Y l·O 11-a 

JSII 891 3SS9 995 14s 1302 6031 U•J 14., S9·6 JG•t; 2-1 ,,., 
261 82 1072 284 32 533 1921 ll•B 4·3 56·8 1'·8 1·7 21-1 ;. 

1675 569 3589 829 20 1378 5816 a-, 9•'/ 61·'1 1,/•3 0-3 23-7 
93 17 509 142 IJ6 264 1031 l ·O 1·6 49· 4 lJ· S n-a 25·8 

193 6s 724 261 75 627 1687 11· 4 3·9 43·0 IS•,; 4· 4 31·1 ~-
523 350 2702, 853 1634 5189 11·1 6·7 Sl·J 16·4 3J·J 
615 333 2166 640 ll7 So'] 3430 • h ·I 9•7 63·2 18·7 3· 1 14•1 
74 . 368 1914 131 573 2618 -1•8 14·1 13•1 S·O ZJ·9 

4Z 161 678 6 16 338 1038 ,-o 1S·5 65 · 3 0•6 l·S JZ· 6 

141 6I 590 34.S 
13-9 

SoS 1440 .. , f• 2 11·0 J.S · l 

41 20 373 16 174 563 l •J 3•6 66·3 !-8 30·9 
393· :no8 8 34S 1461 !tr•9 75•9 0·6 !J·S 

I . . 15 3S4 
iS· fi 

250 
31-! 

173 
tz.J m • 1·0 · .9· 7 

2" 53 1s8 310 361 1399 ll·S 3· 8 54·Z ta-o 16-1 

• 
~ 

'961 3546 22206 4768 1873 9443 
fl · S 

38190 . i 11•1 1·3 ~8-0 JZ•S ,., 
i , 

-, 

r 
" I .J 

i 
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5. (b ).-Composition of R~ of Part A and Pan B 
Percentages of collections to the total revenue of 

AsricuJ tu ral Land s.. Smap1 Re~atra-
Income: Revenue: l!lme tion 
Tu 

A... . 94 J8J w 29 s 
l · J 1&·0 11·1 ,., O•I 

Bi1llr . 56 145 414 a23 63 
2• (1 S·l ,,,., 1•9 ,., .. 

Bombay 62.2 92 414 31 
10· 3 l·S 11-8 O·S 

Madbya Pradesh 439 2s(i 108 24 
J!J·J 11·! 4·1 1·1 

MldJa . 921 38 455 IIO 
15· 4 0·6 '1· 6 l · B 

Orim . 16 107 200 69 u 
1· .J !l- 2 l'!•t "6·0 1·0 

Ptmjab . 198 278 S9 9 
11· 1 1s:6 J,J O• S 

Uuar Ptadcsh 100 757 632 233 27 
1· 8 1i•9 11·6 ,.: O·S -4 . 

West~ . 64 :no &71 293 ·4s 
1·1 5·i 11·4 7·6 1•! 

e,.knbad 10 482 946 83 8 
0·3 1G·G 3!•S ! •B 0•3 . 

MadbJ'a Bbant 253 179 4J 2 
22· 3 n -1 J· t: O•! 

M,-e J3I ~II SI 10 
!>•2 J.l-1 J· I O•T 

Pamla& Easr Pun-
jab Swa Unian 90 23S 19 4 

15·1 3-1 3•1 O•'/ 

JtajMrbm 315 
~0 -2 

293 
. 11·1 

47 
J•O 

4 
0·3 

Se--wcY- 152 17 :13 9 
20·2 !•J J·1 1·1 

T~in 99 11 240 89 30 
S•S ,J•0 13·4 S·O l·'i' 

TorAL 439 5074 4193 n36 393 
} · ] 12-!i J!-1 S·$ 1•0 

(•) In rbt fiama cf Pnwiaional Accounts for 1~p-1" ohuiinrd from die Aa:ouotanu 
,q,e,_,.. TIie fisura for .. Oahcr Taxes and Duties' Mft bcaa maioed u shown in lhc 
S-lllillltJ liact dttails of "Granu and Subventions" (ma the Cadre ba, c not been givm, 
Jte,iM &inwra. • ~i E:sdncb •iramkra Crom Revenue Reserve Funds. 

CC'. Er:hdc:s r.llCODIC Tu Share. 
(I) On1J 11d rcuipes under "Industries and Supplies .. ildudcd. 
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169 , 
.Stata _,,. Main Heab-1951-52 (Provisional Ylfll'U) 
the respective St.ates are given against each head in italics. 

:SaaT ... Olher 
(in ... I Other Total Income Gr.ants Jl!IDI Total ...... Tam Ta Ta f'rom oC Revenue 

,.,_Spbit Rcvame Share the Jkwnue (b) 
C.) (c) Caatff (I,) 

IOI 47 s78 IS4 161 23' 1129 •·• f•2 Sl•! JJ•a ll·J !(}•9 

.po (q - 14S3 6S4 .147 ."4 2823 
14•1 %•4 Sl·6 13·2 S•f 2(}·0 

·n13 
II•J _- 924 

1J·3 
3366 

S&·'I 
1099 

18·2 
145 

Z·J 
LOS 

!!J-1 
6045 

26s 19 1181 314 72 713 z28o 
11·1 J-9 ~1-1 13· 8 l·! JJ· J 

7687 622 3813 9IS I<:r,- II.IO 5;55 fl·J 10·4 64·3 j.=j-J i-~ 18·6 

I~ 17 548 154 173 21s nco 
11·9 1·5 47-! 1,hl lNI 2J·6 

1:93 73 810 238 6h 1780 10•8 4·1 J5·S 16· 2 JS-3 

-441 S34 2731 942 S4 xr-4 
31· ! 

5461 ,., 9·8 :.O·O 17·3 1-S 

m 363 2329 706 156 667 3858 
11-1 9--l 10·!1 18-3 ,., 17· 3 

"J:93 330 205! 188 "9 29()9 ,., Jl·J 70·S 6·S U -o 

68 1'5 6 19 4""3 1136 ,., 1&•5 G2·J o-:, 1· 1 J.5· 5 

s&J 19 646 403 m 
26-~ 

14n(d) 
JJ•S S·6 1-5· .J ~ -J 

ff 34 429 IS 15 137 596 
1· • S·7 72·0. 2·5 ! - i i 3-0 

445 1104 n 37 .p; 15So 
U ·S i0•$ 0· 8 2--4 26 ·0 

'Z1 63 291 300 161 7S2 , .. ~-.t J&·T 39•9 tl •-l 

249 9Z 870 363 SS7 1790 11·9 S·J 41•6 i0-3 ll~l 

ms 3944 12934 S26o 2370 llfflU 40666 14· 1 9-7 S&· -1 1! •9 .S·I 2,J·S 

~-~collections from ••Sates Tu and Tues on M.-,tor Spuit" -.s-c not mdicucd 
Rnilcd l!lbDIIICS for lhc ,.:ar and the residue abown as ~~-ts 1alcl .. Sales Tues·•. 
lhc ficma '1r "'Granis and Subvenlions" have been calculAtcd a camparisoo with the 

> • 

• 

7 1 

• I 

_. 
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f 5 (c).-Comporition of RnnM ol Pan A and D Stau~ 
, Percentages of collections to the totaJ reveoue of the , 

Aark ultur.l.., I.And· Seate Stampt Rtaittraoon 
Income Ra,enue Bae 

9 Tax 

J , AJ$1l'll · 71 165 76 26 4 
'I· 1 1,., 'I., ,., 0·4 , 

J 
Bibar ◄O 159 slo 257 70 

1·4 ,., to·6 , . J I' 6 

Bombay 761 I~ 436 32 
0·5 J 11· '1 1·1 6· 'I 

M1dhya Pradesh . 456 223 107 25 

J 21· 7 10'6 s.1 1 .z-

.Mldras 913 49 41S 120 

1 ll·I 0·8 .,., l . 9" , Orissa • 15 107 167 11 13 
1·3 s-1 "·' 6,5 z ·o-

) 
Punjab . 195 247 67 IO 

u·, 11•6 3•9 O·fr , , Uam- Pradesh .7 98 1247 612 240 26 
1·6 • . , 10•0 3.9 o-~ , West Bengal • 64 207 592 :89 43 • 
1•8 S·1 16•& . 1•9 J •Z-, Hyderabad . JO s96 '90 .f8 8 
0· 4 n-1 16.1 1•8 0·3 

• Madhya Bharat 344 193 ,41 2 
1,-, 11., 3•5 O•Z 

I 
Mysore 134 1,S . 47 1I 

,-s ll·9 3•1 O·T 
• 

' Patiala and East Pun-
jab Sms Union 107 16' U · s 

• 10•$ 31·4 4·1 l·O 

Jlajasrban 15 376 290 so 4 , 0·9 Jl•I J1•8 a·t O·I 

Sau:rasbttl 2.5,2 . 16 u IO 

' 
,,., 1·8 l•S l · I 

Tranncore.-Cocbin 85 71 26J J1 30 

' 
6·1 ,., u., ,., 1·8 

TorAL 398 6090 ffl4 2391 ◄l3 - 1· 0 ll•I 11•• l •S I· q 

I 
.I (a) Fxdudc:I Income T ax share . 

" " n _-1 •• ..1_ "r--•'•.,. <rr."' 'D,-v,-n,u-~ Fland. , 
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...,_ Main Heacb--19SZ-53 (Budget .Estunatu) 
~e States are given against each bead in italics . ... 

Tau 
Qada.die,c 

Tow . ... Ow:r To,al Income: Grants Other - Tua Tu Tn Cram the Jcam of Revenue 
f) 

,...,.. 
RC"P-mJ-: Share C.c:ntrc Rncnuc 

~ ; 
I s,irir) (a) .(b) (b) 

7S .43 46o 1$1 JS, 236 IOOS 

C 7• $ 4·3 ,.;-8 JJ·O 1-i·1 U•6 

l3S &'J J~o!J 631 1C7 413 2829. 
11·1 2·1 5-J•J ZZ·J i·J Ii· l. 

C Z472 931 37'13 I'='60 LU 1555 6503. 
12·6 11·1 t;7.r; IG·J z.z jJ•9 

1,a ~3 10')'2 303 61) 636 2100 

' 
,., l · O .;z-o H·4 J·J 30·3 

Jffl ill 32~3 aa3 So 1650 6446 
U·1 lJ•fJ 59· 9 1;-7 0·8 2.;-c 

~ JOI I7 4~6 IjI 249 282 1178 1·6 ! ·4 #2.j 12· l 21·1 ZJ·9 

d1 7,,4. 773 278 653 170.5 18· 6 l ·:J / .j .:z 15-J JS·J 

'°" -468 3:95 S09 p. 1923 6og9 ~ G·3 ~-7 .SZ·i H·t 7 - ., 31 -~ - -
. "° '397 ~52 681 n7 586 3637· U·I 11·~ IJJ ·g !J-6 l·! IG·1 C zsa 187 ~ n6 488 2701 9·S ,., ii·i l·J 1s·1 

,a 13' 8c9 l S4 317 II88 1· 1 U·6 53 · ! O·i 4 • .; 26.7 

14D Tl 587 37'9 SJ: 1-499(c)· l · J s.:z J3•:! !S· J ~--S 

~ 16 356 II I.S 1,40 SU 7•! J ..J1 o:r .2 :!· ! ! -!} !6 · 8 

.4Q:: 1137 13 60 ~ 16µ 
'- Z-4-6 &S•o ,.J J-7 25·9 

D S3 • 3:"-4 )DI 191 873 i-s , .• 12· j JS ., 
21 · !1 ·-

~ a.i 863 32'7 492 1682 14.J 5·11 ,U.J lS•I 29·2 

9D nsi :J6c6 5079 ~ 10516 41599 J.l• J f•O S6•7 1~-r S·G ZS•$ .. 



r~r \-apna npres \;n rupees) are given 

Ta Rnmue udwlitw 

19jl>-jl 19~1-.51 
(Provia ooa1 Pipua) 

, ....... SfT1 s7' ' ,., G·4 -- . Iffl 1458 , .. 3·G ...,. 
35'9 3356 

10•0 9•4 

.Madbya Pradesh 1072 1181 ~-• 5•6 

.Maims 3st9 3833 
C•3 G· '/ 

I 
I 

-Oma . S09 
3·5 

548 
3·8 

\ 
.Plmjlb 724 810 

5·1 6·1 
I 

\ Umrlnd,sh 2702 2731 • 
l•J 4•3 

-,Pest Jlmpl . 2166 2329 
1•7 9·4 

Hycla.-d 1914 20s1 . 
10•! 11·0 

.M 7 2 Bbmt 671 ,-s 
708 • 

8-8 

_1ttylls S90 646 
6•5 7·1 , J 

Paiala al East Punjab States Utiien 
.·, 

373 429 
J!-3 

I 
. 10•1 . 

It • \we noS 1104 0 7•! 7•2 

• 'S e4c,, . 3S4 291 ., 
•·• 1.1 

.~in 75' ,., 870 
9·1 • 

TOf/J.. 22206 12934 
1·4 1•6 

,<.) k:tlirs c:apu from additional wcatlon csdmared ar rapca 4So Juhl . 
. ,(I,} hct f uec:apldrom additional taXtltloo es1im1tcd at npca 2JO luhl. 

,(c) Jal e me anticipated iDaalt of rut:' sr2 lair.ha la lad a:ftDIIC c::omequcnt on 
..(d) Ji ; ; sudpu &am additioaal tuat Oil estimated~ npca 14' lakha. 



Stata, 1950-51 to 1952-53 
in italics along-side the figure of Total Revenue. 

ma1111eTa Ta Rcvame idllfinr Income Tu 

-· 
~v....s) 

l9St-52 19S213 • 
(Provi1iona1 Fisma) (Bad&tt Estunates) 

I 4'° 
S•J 

l,Sol ,., 
I 

7·2 
732 

2112 

6n ,.z 6•8 

2139 
~-3 5•1 

3743 (a) 
10·4 12·1 

4803 (1) 
I'!·l 13•3-

~ 
5·2 

1356 1495 I:393' • 
1· 1 ~•j 

3163 (b) 
6·8 g.J 

41-46_ ('o) 
8•1' 

496 
1·4 

047 
.;-3 ,i• I 

m 
B·l 

105=-
8· 3· S•7 

3195 (c) 
$•1 

3555 
5·6 

3773 ..\•0:4 (c) 
6·5 !i·& 

22S2 
9·1 • 11·3 

Z933 
ll·S .r--t 

29IJl{d) 
·n·! 10·2 

~ (d) 
11·? TZ-0 

log 
10·1 

684 714 
&·G 

S17 
10·2 .1·9 

r. 
sl'7 

l·S 

3s6 
11·% 

590 

11·1 

sS7 6.5 
1- 1 

3S7 JO·J 
J!·f 

1137 
1·• 

1116 1116 1150 7-5· 

7 ·l 

374 
t·J 

3S4 n4 
9·1 7·1 

163 
9·3 S·I 

S63 
9·l ,., 

28193 

•·• 
il6SS 

8-.J &·J 

. . • 

7.amlndui abolidffi 

-
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" 6. (a)-Per Capita Rfteipts o/ P11rt A and Part B ~ 
(Figures in rupees) 

t T otal Tax Revenue Laadllcftnue Stau:Bsci,c r • 
(a) ' .._ 

1950-51 1951- 52 ' • l~I 19'l•S2 l9So-S.l :1951~ I 

Aslam s·6 • 6·4 2•1 :a·o J•o 1 • 3 • 
Bihar 3•9 3·6 0-4 0•4 1•3 1•2, 

Bombay 10•0 9•4 J•I 1•7 0•3 0•3 

Madhya Pradesh . S•I s · 6 I·B 2 • :1 I • I 1 •2 

Madras 6•3 6·7 1 · 2 1·6 O•I O•I 

:· Orissa 3·5 3·8 0·7 0·7 x·s 1·4 
, , 

,. 
Punjab S•1 6·4 I·S 1.-6 1 · 7 ::Z.·2 

!t UtW"Pradesh 4·3 ·4·3 1-2 1•2 1·0 1 · 0 , 
West Bengal 8·7 o· I 

ij ! 
9·4 0·9 2·5 2•7 

.:. 
i) Hyderabad 10·_2 11·0 2•4 2·6 s•:a 5·1 ' \,-. 

' 

Ii 
Madhya Bharat 8·,S 8•8 3•1 3•2 2 • 4 2·2 

) Mysore 6•5 7•1 1•4 1•4 2·2 2.·3 
? .... 

~> H 
Patiala & East Punjab 

2~1 2•6 6•7 Scates Union . 10•7 12•3 s·4 ., L Rajasthan 7•2 7·2 2-1 ·2•1 -r·6 1·9 .. 
I . Sauruhtra 8·6 7·1 s-s 3·7 0·4 0·4 ·., 
I 

TraYmCX>rc-Cocbin 8•2 9•.c. 0·7 o·S 2·3 2·6 \ 
"-;! :, TOTAL 6•4 6·6 1-4 t·S x-4 1 · 4 Ji 

' I i 
(a) Excludes States' 1barc of Incxwc Ta. , .. 

t ' ! I (b) Jncludc1 Taxes on Motor Spirit. ( . ' 
'I (c) Grants under Articles 273, 275. 11111271 of the Constitution.. 

>' 
' I 

f i 
'r 

I 
. . 

! i ' . ... 
' : ,. 

t

i.Ii 
: ! 

• ;.i 

:r . , . , 
·i 
( ) 

ti . ., ... 
~ 

• t • . { . , 
11 . I 

~ 

• 
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175 
.8tuCea under Main Heatb, 1950-51 and 1951-62 

S~ps Salea Tu ForcstJ 
(b) 

I~ 19s1-s~ 1950-.51 1951-52 19.50-.51 J9Sl-j1 

0 ·3 0 •3 o·lf I• I o · 6 0·1 

,o-6 o•6 1 · 1 0·9 o·z o--2 

..J:•I 1·2 4 ·2 -3· 6 1 ·0 0-9 

-0•5 o·s 1·2 l · .2. 1 •4 3• 1 

0-9 o· 8 .2.·9 3 · 0 0 -3 o·-4 

.o•s 0·5 o·6 0 · 9 0•7 0-7 

~ -s o·s x·s 1·5 0 • 4 0 •5 

~-4 0 ·4 o· 8 0 ·7 o·s 0 · 5 

l •I 1.·2 2·5 2· 8 0·2 0 · 2. 

-0"'3 0·4 0 •4 r ·o 0 ·5 0-5 

-0·,4 o·s o·s o-8 0·7 o·I 

o-s o·6 l · S 1· 8 o-6 o-6 

.0·4 o·s 1•4 1 •3 0 · 2. ~2 

0·3 0 -3 0 • 3 0-3 

o·-s o·6 0·2 0 ·7 0·2 0-1 

0-9 I •O 2· 8 2· 7 1-7 z·o 

o-6 o:6 1•7 1·7 o·6 o-6 

0 

Income Ta and 
Gnot1 (c) 

19so-.s1 19.51-52 

2·9 3· 5 

2 · 0 2·0 

3•2. 3·S 

x·s x ·8 

1 · s 1· 8 ... 
1· 8 2·2 

2 · 7 2 · 3 

1· 3 1·6 

3 ·1 3· 5 

0·1 J •O 

0 · 3 0·3 

3·8 4·4 

o·s 0 - 9 

O• I 0·3 

6· l 7 ·3 

3·0 3 · 9 

1· 9 ,. . :1 
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1. (a).-Composjiion of E.rptnditure trU?t from Revenu~ 
The? percentage of the expenditure in each category 

Colt Ct( 

Debt Tax JrriptJon 
Collection Scnica 

Aaan 
• 8i 7 IO ,:, O•I 1·1 Bl11ar 
16.4 201 s 6·3 1·'/ 0-1· bhay 
SS9 21J IS7 1·1 ,., ,., 

MadbnPnidesh • 
200 23 3S 

z-1· 11·11 1-, 
MadBS 

524 289 ~ ,., 
4•9 (-): Orim 

87 94 2 1·2 7·1 0-2· 
Panjal, 

137 91 --3 ,f•G 6·1 (-} 
498 --~ 

Uttar Pndcsh 
227 71 9-6 4·4 1•< TcstBenpl 

180 104 20 l•I l•I O·S- tt·, . &,dl:nbad 
297 146 257 

9-~ 11-I 5.3 
Jiidiyallhant 

92 33 
7·1 2•& 

MJl(ft 
Bo 19 91 S·I l •I 6•8 

Palilla & East Punjab States Union 
40 

l · 'T 
• laiasdmi 

163 J1 2) 
11·7 ,., 

1•5 
41 u 3 S•: ,., 

0•4 • T~n 
112 3 IQS ,., 

0·2 l ·Z 
Tort.I. 

• . 32SS 1,a, 708 I•; ,., 
1•1 

·I 
(a) Rs. 400 Jakhs trana(trrtd to meet caphal txJ:c:ndiav,~ <arraJ)Cllldin1 ro ftlDl!cr to l 

I 

I 
I 



.. . 

- '-

,0 

I 

l 
t 
I 
I 

171 
J 

of Part~ -.d Pan B Stau, 1950--51 
to total eq.e..di_ture Is giftn In italics along-tide the flcmet. 

A1," he 
Sa,iaea 

Jh 

71a 

29S 

943 

4D 

2'7 

S9S 
11-J 

ao-, 

JoalD ID07 .... 

alt-JS 

10 
J•J 

IDI 

33 

u 

S·O 

11 

19]1 
ll•J 

22S 
14·1 

Z'fl 
11.1 

1--f 
u6s 

JJ5 

ll9 

70 

193 

1·1 

JS·J 

r,o 

117 

d6 

uor 

5114 
ll·I 

27S5 

llT7 

1391 
J.1·4 

Jl•t 

U14 ,.,., 

◄ 

. ' 
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171 
'I. (b).-Compo,ition of I:~ Pt■n ffWt J,am JlnnM "1 
Tbe petftnlage of the ~ fn ••C!h eatepry to 

,.,... 
BiJIW 

:BclDbl1 

~Pradc:lb 

,Madras 

Oris:11 

Jlmliab 

umrPradcsh . 

WestBc:apl 

B:,dr:iabad 

Ma:D,ya .Bbuat 

MJICft . 
Pstiala& East Pmrjab States Union 

Samasbtta • 

TarAL • 

0-411 n. ltrffldon 
01 ilet 

,. ,, ,., l•I 

• 177 227 ,., ,., 
• .SU ,., 1'2 ,., 

~ l •I Il•I 

,., 299 • , -1 

JOO ,., g.z 

147 67 
1•9 4·1 

• S4S 261 
11•0 4•8 

.. 188 9S 
S-0 2•S 

106 
:U•I • J•P 

6•1 
4I 

t -6 

• '° .., 76 
S•'/ 

47 
B-1 

• 201 
16•1 

So 
l•I 

• S1 3Z 
6•4 -8•1 

12.S 6z ,., ,;, 

,., 1636 ,-r 

9 

--9 
(-) 

.306 

4% 

34 
3 ·1 

IIO 

IoS 
1·9 

18 
0·5 

2.13 

DX 

18 
l•Z 

II 
J•J 

89 ,~, 
846 

l •l 

. w lndadrs Ra. 5 lu.ba on 11000Wlt or traa11a ID~ Racne Fund • 
~ Eq,eaditure under •Induelriea and SupplW + w h+■ ...tiQ1 ~ oL Govern 

' 

f , 

, 
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171 
Pllt A ad Part B Btrat..,_1151-SZ (Pro•·1·xz1 -,.gufff) 

Illa lota1 npmrlltare la &lt"en in HaJlc:s t-tLc • aide the ft,ures. 

AC I It.•" ._.....,_ Jul aid A 
....... Sodal 9eukzc Ml• • - a.a.... ()t)lerl- Tow 

212 DD 

JD4 

rm . 

:no 

D; 7 

II 

a 

so 

XJ0 

$9 

6x 

3.! 

rr 

I'79 
4 · IJ 

S·l 

_. J.r,hwaiill IIDd O HM • ..w aadcrtal:lll&'I 

~ • 11•1 

ffl 3273 
• • 11•1 

61: 

Jl•.S .. , 

U•I 

10-s 

14·7 

3739 
22-, 

:u..p . 

3DS 1352 

sno 
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I 
i 

180 
7. _(c).:-Comporifion of ezpendif:llft tnet from revenue-
The percentage of the expendi~ in ·_each;. ca~gory 

l 

I 
Cost of Tax In ... •-+ Debt'Smica 

Collection · . -

! A.... . 102 ., IO 
8 · 1 l•I O•I --- . .189 :rG ---4 
6 •3 •-• (-) 

Pml:aJ 
276 167 

J 
. 

701 
10•4 , .z a-6 

M ... Pndesh 246 78 84 ,I 

11·8 ,_, 4-t> 

586 34S -166 
9·0 .. , (-~ 

Oma . . 110 96 2B 
9•4 •-~ 2-~ 

hniab x70 74 -4 
(-) 9·7 ,.z 

:.. 
UmrPndr:sb . . S43 29S 194 

3•t> 8•3 4•S. 

WatBCllpl :191 1C6 30 
O•'T 4•S l•S 

Dydc hi 334 b 363 
12•2 ,., g-lf 

Madll)allm:al. J:12 ... 3 
8•S ,., . tl·S? 

Myw 94 
.., . no · . 

6•9 . 6•1 1•S 

Jlalil+IIA: Eat-Jllmjab States Union 72 X 
12•3 O•~ 

p. ,_,. 242 t>X 29 
1•'1' ). D . 

14•0 S•& 

k I 91 - 7 
0•8 

111 
ll•l l•l 

' f A 
1'42 70 -49 ~ 

T~ ec,-Coc:hio 8·4 l·l 1•9 
~ 

~ 19,-
:r,aa In k TorAL 2931' 

9 • 0 ,., t•• "· • t 

' i ; . 
tnmSfi ed to med Capital ~ ONO ,u,rlinl to transfer to • .. 

..... ., 
~ lb. 

2
So lakhaundc ~Indualric:a and SuppUca• c:vh+:s ~ apawcs of Go a 

-~ 
(5) •11.eP'fibJre r 

~-~ ... . . ., 

' I · 



18_1 
> 

' 

of hr1 A t1JtdPt1n B StaUs--1952-~~ .(Budget E,tjmam) 
.. 
• 

to the -~expenditure is given in i talj.cs along-cide the figures. 
• I 

Al I I 11•ift 
Sc,c:IAI Jn.dattrle9 and CiTil Worb 

7 . , 

Stulml SefflCCS Ml9ce&n ua Odritr I11ems Total 
~ti 

t· 

.210 3~6 
16 372 17' ll6o 

Jl•f 
,,., 1· 3 11•$ 14·1 

. , ... 
ffl 141 72 639 3d 2'8o 

,.., ••-~ %•4 '1•4 10·'1 

\ 
1637 :H,SI 412 - 749 6jl 6'7.51(•) 

,,., JI·• 6·1 ll•l J •7 

a ... ,, 623 15 31-4 142 208~ 

Jl•J 
. ., .• , . 'I l&· J 11·7 

%6fj 2193 470 1033 - 653-4 

u .. 33., 1•2 14·& 5•1 
~ 

181 
3f¥1 299 62 13 • 116& 

,,., ,i-• 5.3 1.S·S 1·1 I 

~3 400 38 2 18 310 17-48 ~ \ ., %1•9 i•B 12•S 1'•9 

.1'°5 1705 461 412 J]OI 6524 

U•I U•l 7•l 6•3 Jl·l 

.. .1073 1156 157 -480 971 '4204 

U•S !1•S 3•1 U·4 23·1 

sn p8 70 197 j16 ~736 

•·• 11•5 2•6 1-i 13·8 

304 422 33 147 2,0 1318 

U-1 31•0 B•S ll•B lt·O 

.2n 618 s6(1')' 264 140 16ol(l>) 

U•l 
,.., 3·S l6•J &·1 

.16f 177_ 20 79 72 585 ,., .. ao-a 3•4 13· 5 Jl•J 

. 
.,491 463 51. 169 lb 1716 

U·I 2,-, J•J 9•0 11•5 

'· 
✓ %70 238 33 92 91 872 

ll .n-• 17•3 
t 

a-, l0•6 11•1 

.· l'3 S20 
JI: 

ll•I 
23 283 41r 1691 

,~ 
30·8 1•4 16·1 14·3 " I 

,, :aa,u11 131j,. JI 1995 5629 6JSS 43780 

i 
U·I 111·1 ,., Ja•9 U·l 

1 l\ 
aewcw '1f • aplifflent amount Luu the Re a 

. •iii 
'ft"ll@iCrl Jedt• • 

1 
d venue Rcacrvc Fund» DOI CJduded • 

• •IL NI CommcrciaJ undcrtakin • 
I 

~. 

p. --
I 

t ' 

i,t' ~I 
• 
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\ ,, 

.lipQdjture i11 S.14ta on 
s. (e1}.-Amoum llnd Per Ciqia 

Per Capita figures .(in rupees) an! liftn µi Italics along-side .. -

Mel I Lathe Gaea: s.nm .A.hi i i b■doa 

NJUA • . • • • . Jb , . 
l•O 0•1 

~-Biblr . • • • 711 ~ 
. 

J•f ·: ; . $ 

BclDba, . • • ~ ~ •·• • l ~Z 
I; 

Mldlo'IPadclh . 413 16o ,., . - , .. 
Mldlal ~ ,., 6Ss 

• 1.·I 
. . 

I I , 

~ 118 OriSSI .. • . • • • . 
.1•0 . 

O·& I ! 

I Punjab . . . • • • e, . IS4 
l•O l•~ l 

r UttarPndcsh • • 1472 413 
O•~ _J•J 

WestBenpl • • • • M3 DQ 
3•1 0 .. IJ; :: 

Hydczabad . . . • · .,ii 1$2 
0· tf. ,., 

Madb,aBharat 214 18-
3•8 ·1-r 

MJsore. . l7S -1•9 O· 1-· 

P1tiala and East Punjab States Union 132 4I 
l ·Z-J•8 

f I Rajastban 412 14S 
0•9> !·7 

~ Saurashtn zs6 17 
~-I 6•J 

T.manc:orc-O>cbin 153 4B o-s· 1•1 I' 
i II 

3123 ·u TOT.il 
fl .T 1•9 . , 

I , 

~1 

J 
,. 
• > •·· 
' 

' 
I 



I 1.8;) 

•Je,cjcclHnrica-1950-51 
the flgurea for Total Expenditure. -

Palce SoclslSeffica E►•·• 
Medksl .».d Public . Health • 

·, 
16 27' lj2 63 

• •T 
l·O a-1 J -7 

,. 
' 

"° 7o:l 319 16' 
O•~ 

l·O l • 'T .... 
91Z 21sa l2.i9 446 

J · t" 
I•$ ,., a., 

a,z 453 . 2.s:a 69 •·~ • l•I ,.z J•J 

"' 1172 • • JQO 419 . , 
l• I a-a J., fl• 'T 

13' 299 -i3I 70 
O•I 1 · 0 .. , 0 • $ 

26S 387 11s ,s 
r 1•1 3 •1 I•S o-~ 

r .. 
741 :1536 710 300 

t: 1-~ 2·4 l•l 0 •$ 

S30 192 3CS1 372 
~ ~ , l •Z 3•5 i -z 1 •5 

l -114 S9S 393 u::i 

~ 

\ 
, .. J•Z %•! O• T 

151 3I3 LU 10$ 
r \ 

Z•9 J•9 1•1 1-:r 

t IS 626 %7-l l.~ 

1· 0·9 6•9 ~ 1· :t 

&'/ us 61 44 
◄ z-

r 
1•9 J•4 1.1 l • ~ 

nl 370 202 - . 109 
.9, 1·4 2· l l•J 0• 7 

103 215 - 104 57 
•r ,; t •5 G· t f•S 1•4 

61 390 257 S9 
. 5· 0-1 4-2 ,-~ l•O 

~ J 

SIio 11~ 5791 26 10 ,t !I 1·5 J • ! 1•1 0·3 
\ 

1 ~ i -. ' 

\ ~ 

✓ ·, 
4 l 



, 

I 

t 

f I 
I 

I I 
I 

Oriaa . 

Punjab . 

.Umr Pradesh • 
I 

; Yest Barpl . 
I 
; 

_Mld!JraBbant 

.M,-.-e 

18t 
8. (b).-Amount and Per a.p1m .!%pmdltutt in. 

Per Capita figures _(in rupees) a.re given in italics 

~ Genenl 
Sinka Admiail1ndoo 

222 91 
l · I •·• 

l'4 
l ·l 

259 
0 • 5 

1672 -433 z., ,., 
504 113 

0•9 J•I 

I TT/ 7S4 
l · J 1•1 

303 123 
1· 8 t •J 

S04 J~ 
l•I l· Z 

~ 417 
0•8 J•I 

1031 ~, 
l ·O i•I 

?03 104 
0·6 ,., 

3Qf 96 
1· ! ,., 

200 12 
J•I 0•9 

Pa1iaJa and Eut Punjab States Union · J,O 47 
4•J J•J 

llajaldaall •. 462 174 ,., l·1 

~ - . • 271 92 ,., i•J 

Tuw1DC10re--Cochia 166 S6 
l · I 0·6 

• 
TOT.U 10609 3384 

l · I l ·O 

0 

-
! 

. ,. ..... 
I 

I 
-t 

• 
: 
I 
i 
! 

'• I 
. I 

.. 
-

..,.. 

.... ~ 

• 

J .. ~ s ,. . 
' 

' • ~ .., 
). ~-
' 



185 
> 

~ on Selected Snvice~ 1951-52 (ProvuionaZ r '91'ret) 
' • ~e the figures for. Total Expenditure. 1 

Police Social Services Bchatirm ---- . ' 
~ iCIJ llld Pubij 

Hea.tt)a C • I ---" 330 172 
71 l •l 3·1 l·I 

0,9 
409 . 796 3s8 lOI 1•1 R•O ,., 

O,s 
m 2063 UIO 

◄30 #•I S•1 J•I 
l ·Z 

2,f7 '°'· 293 s, l•I ,., 
1·4 o,, 

717. . ·20,SC> 1096 jOO J•3 3•6 l·I o,, 
131 274 us . 68 1•9 l •I ,., 

l•S 
.a68 374 188 85 Z•l a•• l·S 0·1 
pg ·ISJO 145 ,30j 11 .. 

1•! ,., 1•2 O·S 

sJ6 IOZS 336 430 !•J ,-1 l•I l ·T 

519 
.... 6-p. 403 149 ! •8 3·6 1·1 . o-a 

.I.S, 33-1 Ij9 JO) 
Z·O 1•2 %·I l ·J 

19 SIS - 284 108 
1•0 6•1 J•J 1·J 

7' 114 6o 3: 
f•! J •J 1•1 0·9 

23,f .PS 229 . 137 
l•S 2·8 l •S 0·9 

117 210 U] 6J 
Z•I 5•1 l•I I ·S 

6s 4o6 247 115 • 0•1 ,~, ,.1 1·2 
~ 

IJ~ 6o18 1888 
0·8 1•6 3•1 l •'I 

, 



; I 

I 

, 
: ,_ 

'.. 

I 

~ If 
J' 
• ~ 

• •• , . 
' 

,.,,_ . 
Blblr • 

Boolblf 

~,,.... 
Madma . • 

Ori.- • .. • 

Pajlb • • 

umrl'ndcsb • 

WcstBaipl =- • • 

HJdmbld . • • 

MadhJaBhmt • 

My,ote . • 

188 
8. _(c).-Amount ad Per Capim ExJ>enditure in 
Per Capita ftg&ua Dal rupees) .Rn! given in 

Adaililllnidft 
~ 

Gaiaal 
Admhd1tntJon 

uo '9 2°1 O•I 
ffl 301 

J•I 0·6 
1'37 ... , 4D 

l•Z 

479 ... , 172 ,,., 
. . J'7J _ 712 .. ·,., 

1 -B 

.. 'J07 .. 
2•1 

II) 

o-~ .. 
'23 16s . , . ., 

1•3 

• I'°' 637 
J•S I•O 

• ,.. . 1073 2ss 
4·3 l•fJ 

• . • Sff ..-95 
o·s :,.9 

• .. • JIii . 100 a-, l•J 

• 2ZI 19 • 
1•4 0•9 

Patiala and Eut Punjab States Union • .. 52 
4•'1 1•6 

RJjdhm .. • • . • fP 
3•1 

ISJ 
l •O 

Saumhtn -. . . • :• • 21G 8o 
6·6 Z•O 

Tavmcorc-Coc:h in • • 1'J sS 
0•6 %·I 

TOTAL JOfjl 3371 
I •O 3•0 

' 

-

,. l '· 

., 
' + 

Stata 
italics -

JC 

2 



i 81 
Sf.ala on Sele~d Seroicet-1952-53 
italics along-side the figures for Total Eq,erad.iture. 

Polee 8odal B f • Medical !Ind 
Semces hllllc Health 

! 

10:J 3.56 .dj 91 

1·1 ,-o l •l o-~ -- • 
'· 

Jb ... 4D .am 
I·O l•l l ·O 0· $ 

'24 21$1 1290 -t's 
1·8 ,., ,., ,., 

23' 6%3 J4S JD6 
1·1 f •I l·I 0·6" -

"' 2193 nlo 413 
1·8 a-, l · l 1•r: 

144 299 139 'fl, 
I·I l•O I·O 0•5 

274 400 1" 'l'1 
O!tf f •I 3·Z 1·1 

+ 7ll 1705 lio 344 
1·1 1 ·1 l•J 0•$' 

6os~ . 
II56 4DD ,491 . .36,9 I•~ 4·7 l•I l·O-. -
pf, ,tip 162 

• i-, 3•9 1-, o:r, 

156. ~ 177 121 ,., 5•J ! ·! l·& 

109 618 331 138 
1·1 6-J J-7 1·5 

83 177 71 37 ,., 5•1 f · ! l·T 

28o 463 2So JjZ 
1•1 • 3·0 l·I 1·0 

II9 238 In 56 ., !•J 5·8 J·O 1 ·-1 

85 S20 33S 119 
0·9 5·6 J·& 1·J 

~ SJSO ll88S 3116 r· 1-~ J .7 J .J 0 ·9 
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188 
9.-Rerources tran.,fffred from the Centre to the 

(As shown in the 

Share<,( Share of ,., Gnpdlandcr 
Inmme jute uwdca 

tax Tu: --· Nimql:r Arlide ArtkJe Artie.le 
A__. 2'7J Z,J 271 

1'37-31 1.,25 2,65 J,D . .,.. . 
I.,SO _2,SI 3PJ 

2,19 2,56 3PJ -
~ 4,16 1~5 3PJ -
~..p . 7~ 1,95 JP.I -
'lMl-43 • 10,,t, 1,40 2,75 

~ - 1~ JJll 2»7J -·-: . ~, 2'1. J,49 1,70 

"l9CH6 . 21,,S 1,57 1,70 - -
~ 29,t, 2,87 1,70 

~-
.'•. 

JJ41,,c9 .-1,n I,43 70 

,,e-,o .-s.,c(b) I,94 70 - - 1,16 

~ 47,si(&) 1.-s 1,11 u~ 

~fSl-52 52,,c(e) ~s ~, 13,,71 

~ . so..&t(f) J.Jj 2aSO 11,92 

~) 1tdlabilimiaD Grmu •. Grow More Food Gmlll ad Dcudopnmt Gnn1a !rem 
CJ) Jl=pts 1llldl:r this head as •hmm in ~ s~ -.r add apco Rs. <tS.7' Ja1bs 
Cl!) Indmive al lb. 2·5 crores arrean. ~-__..la die Slawa• baclacla add 
(') GanlS to Madhya Bharat, Patiala and Em Pmiab Slala Uniml. Rljatban and 
~ Iadlllive oC pmu to Pan C Statca, 
CJ) IJIICJusiveoCR&. s aora mean. 
Sllbwwtirm fmthe Centn1 Road Fund and pajWIIII b Naal ~ baft not 

-z~ far c:apiDl cwuuetion bu a1lo bcCl' cxdudc:4 • 11111 daaill ilr indMdual ,an 
nc adiaDt ol wistaDClc to Stata by wsy of pcllt-w D::s :Ls mt Gnnra baa bua 
-lldill>ilitalioa pa1U prior to 1950-51 do not iDCIDlk p-. lo lama Indian Sra&a. 

,-... Dndn1 !CO' and o~ .. ~~-=~~ G.-~~ tbc Opital 
~ BadF!; ft'.a uplO l9So-SJ, UK uvn.1..- wac llqdJ - ~--- DncJop 

~ 
f. 

·'· 

t 

I 
"II 

I 



189 > 

Sfld.t• thn,uqh d,!11olution nf R~muP. and GTmds 

Catra1 Budget) • ==--=----~~-=------­
~ =-

2 

2 

3,24 13,93 

"12,Il 3,03 n273 

M4 %,13 ~,s 

982 I ,42 

'11 S.JI 1~4') : 

5/iO 6Jl)S(,) IM(.~ 

19>-sr - P1al UDdcr Arlidr: 212.. 
la l,e-,D ad RI. 47,A Ja1m iJa J,so.st. 
11p1D-,Rs.52,6o Juba. 

to Benpl 
tnd 

Punjab 

7S 

::-i I ·• 1IDdcr dlUIC J of Fcdaa1 Financial Integ:ruicm Aas ◄ e 

114 

7.,04 

~ 

~ 

llJ7 

rs;,s 

26,63 

• .. 
t 

=-=·i~~~~li~lb. 1µ bkhs to Oma bccwa Ilic ,an 194NI and 

N-i . tledwlthdl'ea fnlm lMO-SJ. 

:::'.: ~ ~~ ~~•• upeo ~950-51. Si.occ J9Sl-Sl. .a pa are &am the 
.._ __.l1 to mcu rn'CnUCI. 

• ' 

. . 
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·10.-Re,1014rce.s tro.n.sferred from the Centre to the Sta.te th'l'ough. dcuotu.t\on of l\~1J•nu• a.1\d. 0-,.a.-n.b '. 

" 

Deta.il.$-195~-5 I to 195~-53 
(As shown in the Central Budget) 

1950-51 

Share of Granu under Reh1blli-
lncome . tation 
Tax Article Article :i.75 Article Grants 

Aslam • 
Bibar 
Bombay. 
Madhya Pradc1h 
Madru 
Orina 
P~l•b 
Uttar Pradcab , ~ 
WcatBcapl 
Hyderabad 
Madhya Bharat 

.. 

. 
' . 

Myaorc , , , , . 
Patiala & Eat PWl)ab Statea Union· 
RaJaathan 
S1uruhtra 
Travancorc-C-oc:hia. 

• 1,42 

S,92 
9,9S 
a,84 
a,a9 
Z,41 
:a,61 
8,53 
6,40 

6 . 
16 
8 

. TOTAL .:· • ·(c)47,6B, 

/ 

273 -------- 278 
, General Grants 

40 

3S 

s 

z,os . 

--
1,85 

Grants• under 
in-aid P.rovisos 

30 

--
40 
15 

·IAS 

41 

-,. 

-

-

41 

4 
1,45 

19 -
16 •. 

12 

x,16 

3>4S 

2,50 

2,80 

11,87 

22 

34 
1,20 

12 
I 

49 
·1,33 

29 
·S,38 

3a 
20 

(a)9,92 

Grow 
Mon 
Food 

Granta 

I 

1,15 

-51 _,. 
-14 

53 

10 

(h)IA2 

O\huOnnta 

Spedal Alllltance 
Develop- Cor 

mcnt Natunl 
Gnnu to Calamltica 
backward 
B States 

- 2 

- -- -

- -- -
2 

Total 

a,78 
7,lo 

Ia.o9 
J,U 
l,1d 
l,Oj 
~,di, 
a,aa 

13,0, 

z,16 
CS' 

MS 
:us 

'° 2,70 
~.ao 

(66)7~.u 

II 

- ~1 -~ 

ACC-\; --- Q!J~-·~·~•u ' wa;a. A3£4lb!t..l . $_. l@(6! r ◄-~- - --~-. .... . . "-..,.. ..... , , I .... 
• I ~ ~ : • •· • ,-...: I 

.& J.. ¥1 

1 t\ ... 

-, 

... 
a 



., 

• •1 : --- ', 
/ . 

' · .& J.t,i .}f =-~ u:e~-•,- •~·"% ,¥4 4 !~l:.Wi¢U.$_,,&44.3 1. -◄-.... _ ........... •' , •• ,.. ....... • • f •• • 
, • 'r· · ' .,. -~· • 

10.-Re1ourc11 tn1naf1n-ed from the Cant,., to th• State, throt1,gh devot~tion oJ Revenue aml Grant. : 
Dataili-1960-51 to 1952-53--c:ontd. 

ISISl•Sa (Provfllonal Pfaurca) 

Share or Grmtl undor RebJ~W-
Inc:omc • tatlon 
Tax Arc.Lele Ardclc a75 Article Gmta 

:173 ------ :178 
General Grants 
Grantl• under 
in-aid Provil01 

Auam . : • • 1,54 40 30 99 - ... 
Blhu 

~ . . 6,54 3S - 15 I 4 .:.. 
Bombay . I0,99 I I,45 I . ~ • - - ... 
Madhya Pradcab : • 3,14 - - 12 ss ... 

I t . 
Madru 9,IS - -I 

4 -. I •. . ... 
Ori111 . . • • 1,54 ' 40 , CJ) 30 - ... 
Punjab . ' I • :a,88 - - I - ... 
Uuar Prad11h . I I • , ,42 - - - - ... 
W•r B,npJ I I I • 7,olS 1,os - I 49 ••• 
H,anbad • I I I - - - :a z,1d , .. 
Madhya Bharat • . I 6 - - 4 - ... 
My1oro • . • . f - - - - 3t4S . .. 
Padala & But Punjab Statct Uolou I S - - - -
RaJuthan • I • 13 - - s - . .. 
S1un1htr1 • . - - - - 3,00 ... 
TraYAncore-Cochin • • . - - - - 3,63 .. . , ________ _,__ 

TOTAL (c)s2,6o •I,8S 10 1,75' I3,77 (d)S,78 

" 
' ' 

Grow 
Mozc 
Food 

Grm11 

--... ... -.. . . .. ... ... 
• •• 
••• ... ... ... 
••• ... 

(d)5,31 

Other Onota 

Special ANIIIIDCI 
Dc'llk,p- !or · 

mat Natural 
Grcita Calimidcs 

toblckwud 
B Stata 

- 19 

- 23 - -- -- -- -- -- -- -- -
30 -- -
IS -
45 -
IS -- -

1.os· , ~ 

" ~( __ ._@.i!!ffi! f'.itl-S=Zi!:!7]' i ~ ; .. & : •• I ; I ~ - f #JI I - t!!9 -
;; I ! •eiiii1ii II ii = 

--
• 

Total 

3,4:1 
(,r,,-,o 

12,4j 

3,11 
g,19 
~ 
a.a, ,~ .. 
1.11 

40 

3a4S 
· 30 

63 
3,1s • 
3,63 

(1) 16,b 

... 
C) 
~ 



t,~ .. ~ ., ti V ~ " 4.t - " ~ WI 
/ 

l0,-Re1ourc11 transferred from the Centre tc, tile State, t11.rou.gh devolution of Reuen,u and G1'ant,: 
DetaU,-1960-51 to 1952-53-contd. 

" 
19,a-s3 (Budact E1tJm1tc1) 

Shmor Grant• under Rch■blH- Grow Other Gr.nt1 
Income t1don More 
T1>1 Article Article z7s ArtJcle Grant• Food Special Aaiarance 

273 
General • Grant, 

278 Qranta Develop- (or 
mcnt Natural T otal 

Grants- under Grant1 Calamitic, 
In-aid Provf101 to backward 

·(11) B. Statea 

Anam . 1,36 40 30 77 - ... ... - 2,B3 • • 
Bihar • s,69 3S - 18 I ... - ... 6,33 • • • • , .,.. 

7'S 1,16 . - 10,79 Bornbaf • 9,SS - -, ... ... . .. ro • • • . 
N 

MadhJIPndab a,73 - - 17 Ia ... - - ... 3,oa • . . 
Madru • 1,P' - - 7•S - ... - - ... l.o, 

• . • 
OriN1 1,40 s 40 u - ... ... - ... ¥1 • • . . . 
PuAJab a.so - - s · - ... ... - ... :a,,s 

~ . • • . . 
1,19 

'Uaar Pndaah , 1,rp - - - - ... ... - ... . . . 
WatBenpl 6,1,4 1,os - ' a:a ... ... - . ... 7.A1 . . . . 
H:,derabad - 3 1,16 ... ... - , .. 1,19 . . . . - ... 
Madh,a Bharat 8 - •. , - ... ... ., ... ,, . . . ... 

M6 - I S.45 ... ... - ... 
Myaore • - .. . . . . . • 3,4 
Patiala & But Punjab State1 Union n - - l.:. ... ... u•.s · ... ... 

J,25 
13 - - 7 - .... ... 1.,0.S ... 

RajutbaD • . . ... J,91 
o•s '1._,7S ,I, , .. u•.s ... 

Sauruhtra . . - ... - 3'°' . . -3,os ... ... 
~- - - - ... . • ... 

1,BS (1)1.&o n,92 Ctl>s,&> (A)CS,35 1,9.S (d)l,OO (a')b.oI 
Tar.u. ·, cnso,84 70 

--- • ---- - --·- ---- ·-- - ······------ - - ----·-\·----..... ----· .(fl • ◄ 
• • 

~ubvendooe from~ Central ROid Pund 1ad payment, (or N1tlon1I H11hway1 havo not been lnclud1d1 th• total annt of R1. i,:sa lallha to Orilla - .. ___ , __ _. _~ ' 



l 

--------';,~ . -.~----- ~ -.◄ 
.. . 

SubwadoDI Crom the Caltral aoad P\lnd and payment• tor National Hl1hw1Y1 have 11ot been Included I th• tot•I annt ot 11.1. 1,3s 11'111 a> Ort.. 
Cor Caphal Coaatruc:don hu •tao been excJud•d. • 

(a) Includes Ra. :a lakh1 for Part C • Scare1. 
(b) Includa RI, Ja l1kb1 on account or Onnu to Part C State1, 
(bl,) Induda RI, 34 1-kh• on account of 1r1nt1 to Part C Statea. 

• (e?o!iaaurca for lnC01De taX for 19so-s1 for the State, have been taken from the r«pectlve State• Budaeu. The flsure■ for 1951-52 are based oa 
. pl'O\'U I fii\U'CI ■u_ppllcd by the reapectJvc Ac:cou0t.ant1 General. The total figure, ehown In the Central Budget for these tWQ ycan ue, howc'ftl", 
Ra. 47,52 1.altM and Ra. 52,70 la.kha _respectively. . • 

(ti') Distribution amonpt Staies not available. 
(•) Includes Ra. 3.9 1aklu on account 0( arrear■ of Poat-war Development Grant, lo reepeci of Blhar and Ra. 14109 lakha on)ccount .of a.hablliia-

cion and Grow More Pood Granu. . 
(/) ladudCI Rs, S,00 Jakhl ~ ICCOWlt of 1rrc1ra, ltltC•WIIO broakdown for which l• not 1v1ll1ble, 
(I) Includes I lump-wm provillon of Rt. 4 lakh• not 1peclftc::ally anlaned to any State/Stam yet. 
(u) Ccilinp. 
(h) Includes cranu to Part C St1tc1, St1tc.wl1c breakdown not available, 
(1) Include5 Rs, 17199 l.akhl, 1t1tc-wise breakdown for which l1 not 1v1llablc, 
(j) For 19so-s1 and 19s1-s2. 

.. 

.. ---ry :S:::::-- ·- _-==:::,r~ .~" i r z_==z-::.- --- ~·-~ --- -

.. .. 
~ ..... -

i 

• 

j 
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I 
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I 

I, 
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lL-Collection and E:cpe,ulilare 1l1tder certa.i11 majOT heads in 
F"Jllll"S in brackets indicate collection / 

Bombay CitJ 

~ 1949-So 19SO-SI 

Rmnue 

State &me . . . I l l loS 52 
(617) (409) (107) 

Sta,mps 210 204 ~µ . . 
00) (358) (410) 

Registration s 7 7 
(211) (29) (32) 

Receipts under Motor Vehicles Act • 7 
(u1) 

7 
(128) 

7 
(14s) 

Electricity Duty . 6i 108 131 
{Is) (151) (187) 

Entertainment T3x• 7' 87 86 
(134) • (163) (173) 

Sales Tu (General) •n 796 852 
(622) (1265) (1456) 

Other Taxes 240 332 234 
C36s) (509) (448) 

&pmditure-

Polie& • 204 225 ' 2 II 
tlo4) (8,.-3) (9u) 

Medical , 4 88 81 
(171) (248) (238) 

Public Health 3 3 I 
(IS'l) (219) (208) 

Educatioo . 16 ll2 134 
(la:z) (1125) (1249) 

Genenl Administration . 7' ; 97 95 
(z,o) (408) (446) 

•Jn the case of Modras figures for .. Entatainmcnt Tu O include figu1cs for taxes on 
case of Bombay :md Calcut1:1 the figures.: b tuu cm entertainments only. 

I 
j 

I 

i 

I 



I 
I 

195 
ci&ie1 o/ Bombay, Madras and Calcutta, lMl-ff to 1950-51. 
ezpendilure for the enlire Slates ------ - ----

.Ca)C.'Utll Qty Mad.ms City 

19-49-50 

31~ 304 306 
,. u JO 

(611 (614) (620) I C367) (s9) Css) ,,. 
' 67 136 147 147 64 6o 

(240) ' (266) (278) (406) (433) (488) 

6 8 1t 4 4 4 
(3o) (37) (45) C37) (95) (108) 

29 28 28 JI 39 42 
(.u) (46) (47) (15t7) (301) '349) 

6" 78 82 2 2 2 

(7,4) (82) (86) (lj) (17) (t 8) 

... 69 72 44 44 43 
(61)· (93) (105) (132) (142) (147) 

348 372 4 19 333 353 357 
(432) (464) !,20) (1303) (1524) (1587) 

(~~ 187 155 22 18 ·20 
(21s) (188) (82) (126) (167) . • . 

. 
147 ISS 186 70 70 7 2 

(418) (447) (530) (6j2) .• (690) (699) 

85 138 153 92 . CJ1 96 
(130) (272) (306) (277) (296) (315) 

• 21 22 19 17 20 15 
(40) (66) (66) {91) (114) (104) 

7r 19 93 71 82 83 
(J97) (269) (307) (886) (958) (1043) 

Tl 83 90 71 70 75 (183) (206) (210) <sRz> (626) (655) 

hmnics including taxes on cnlcrtoi nmc:nts, omuscmrnas, lcuinf u.d ~rn-t-lir f . ln lhc-

" 



1 

I ~ 
Y . 

' I 196 ,._, 
12.--Statemen.t o/ R~ue from CentTal 

~ -I 
~ 

I 
·! &::ise Duties on 1937-38 1938-39 1939-,40 1940-41 1941-42 1942-43 1943--44 

1 ~ 
l 

l 
Molar- Spirit 12.a 120 ICTI JIJ 171 257 ,co ' 1. 

J 
Kaw 76 67 64 70 S3 

f I . . 32 7T t -: 
l ~ 

Sbaar . 333 ,423 249 391 673 ,487 724 
Matdld • 200 218 32.f zrJ 290 332 ·~ 

r 
Iron and Steel 3S 37 40 49~ S2 so S9 

~ ; Q:.lande.okc 2s 23 
,. . 1 30 32 

Med,,anicaJ Lighter !I 

~ -:-

l Tyres . 3S 56 83 
J T omica, 2 947 ~ 

. 
VegeQbk Produe..s 94 

' Betd Nnu 

-~ Tes 
, I ' ... ,,,. Ca&.e . • • - - 0-- -- .,.., ., .. ;,. -

Caaan Ooth • • Mt..,..n-,.-om • - -1 :, 
Detb/ct:Rdunds 

:a TOTl,L REcEIPTs 766 865 653 949 1315 ·1279 2494 

• Fisa,es relate only to 1he period 15th August. J'47 IO !JSI March, 1948. Figures 

;~ 

> 

I 
, 
~ 

~ 
. , 

~ 

~ ~ -
I 



, .... . - ' .a · 

, 
107 ' .. 

1 

1952-53 Ezriff Dutie1, 1937-38 to 
d l I 

1911-12 
~

?-S3 -~4 

r9ff-4S 1945-46 1946-47 1947-,411• 1948-49 I949-S0 I9,0-5J~) 1dgct 
Rttimattsj ., ' 

f4 

JI »7 179 74 142 178 2D1 rls 200 

41 27 16 2.C- 23 :z8 :as :as 
35 

n6 s84 6'Tl 286 646 732 641 1100 8oo 

S37 6.U 442 322 730 757 So7 15() 850 

52 - 52 49 30 46 52 S4 (io 6o 

132 347 357 74 102 132 162 no IIO 

.. ·.-
2 

~ 114 1.24 68 62 198 357 404 625 6oo 
' 

- ~~ 1157 2546 2823 3201 3.SOO 3600 
...,_!~ .. < I7ll 2072 2031 

"' I'll 133 127 74 . 197 228 219 240 240 

130 180 76 21 

1'.SO 190 211 209 36f 254 33S 4ZS 425 .. 
' . ., 16 33 23 . 102 49 so IT] ,._ 70 70 ' . ~. 

89 1232 926 I~ 1700 
~ 

2.1 15 16 15 35 --34 244 lD 30 

- J6 IOI 62 396 190 uo 

3814 4636 4303 2426 5o65 6790 ~754 '430 86oo 

prior to 1947-48 ttlatc ro undivided India . 

• I 

J 

·' 
~· 
• 

. 
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Kam, ol ~be 11■••~ 

lvldualt and 
,du undivl. 
lamlllea 

I 

--

I 

J 

Unregl1ttored I Qom~nlea 
Srm• and I iin.d ofJlor 0011• 
ot.hor 0110• oero1 u1e11. 
olatlon• of able at com. 
per10111 pany rate 

g 8 

D-18-ND llot Fln.~•i-5S-J,000 . 

~.all"-. ....... 
- ~ I 

sWP a 

.. 

APPENDIX X 

PABTIOULI.BS OJ' KA.JOB AsallSSllllS . 

PIM• ot J\al• 
denoe or oth· 
er r11giatered 
oftloo or ~1'e 
company, 
partnenhlp 
or aasoolatlon 
of .person, . 

' 

.. 
• 

Amounl of 
tax· oxalud• 
Jrg oorporu­
,1on tu paid 
during tbe 
Jut five 
)'eal'I 

a 

I .,,,,,.1'.~¥• 

Skto ln whlob/ St1N or- BeaO• • OOhtr S~tfl I N .. ut, of 
MX wu paid es where pro• In "hlob tll•• e.he l,u,/1111, 

duotion units re are bran• (produoelon, 
or sources of ~hes, sub-offl• / dlitrlbutlon 
income are al• oes, ag•z:olea or aervic:e) 
tuated ~d sub•BBeD• 

c1es, or dep-
l ota and the 
, number of 1 

1 eaoh J 
: -----,-----:-----· 

6 7 8 8 

i 

..:...."'-

. 
~)-=- I­

·' I <-~-•t"-=:,-- -~-....:./ _,..--
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