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1. Introductory

This Finsnce Commission, the second o oo sel ap Under article
780 nf the Cotuibution, was constituted by at Ordac ot the President
(No. 8RO, 128: dated 1st June 1956) which 18 reprodticen telow -

“In putsusnce of the provisions o article 280 of the Longtine
tior: of India and of the Finwnce Comumissiot (Miscellane-
ous Provisions) Aet, 1951 (33 of 451 the Pragsident i
piensed to constitute a Finance Corutmission corsisting of
Shrr K. Santhanam, lately Lt Governor of the State of
Vindhya Pradesh, as the Chairman and the following
four other members, viz., o
1. Shri Ujjal Singh, former Finunce Minwter, FPunjab
9. Hhrr 1. 8. Misra, retired Chief Justhiee, Hyderabad.

3. Shri WML V. Rangachari, for some iime Finance Secre-
tary, Government of India.

4 In. B, N. Ganguli, Professer, Delhi  Sehonl o
Leonomics.

2. The wmembers of the Comndssion shall hold office for a
period of fifteen months from the date on which they res-
pectively assume office.

3. The membhers of the Commission except Dr. B. N. Ganguli,
shall render whole-time service to the Commission; and
Dr. Ganguli shall render, up to the thirtieth day of Sep-
tember, 1956, part-time service, and thereafter whole-
time service, to the Commission.

4. T}{xe Commission: shall, in addition to making recommen-
dalions as to the matters specified in sub-clauses (a} to
(¢} of clause (3) of article 280, make recommendations
as to the following matters, namely:—

(a} the surns which may be preseribed under arlic’s 273
as grants-in-aid of the revenues of the States of
Assam, B’har, Orissa and West Bengal, in lieu of as-
signment of any share of the net proceeds in each
year of export duty on jute and jute products to
those States;



S
(b) the States wiich are ia need of assistance by way
/ of grants-in-aid of the revenues of thosze States under
article 275, and the sumws to be paid to those States,

having regard, among other considerations, to: —

(i) the requirements of the Second Five Year Plan,
and

{ii} the efforts made by those States to raise addi-
tioral revenue from the sources available f{o
them:;

(c) the principles which should govern the distribution
under article 269 of the net proceeds in any financial
year of estate duty in respect of property other than
agricultural land, levied by the Government of India
in the States within which such duty is leviable; and

(d) the modifications, if any, in the rates of interest and
the terms of repayment of the loans made to the
various States by ihe Governmenf of India between
the 15th day of August 1947 and the 3ist day of March
1956."

D 22nd May 1957, we received two additiona] referenceg from
the President. The communication from the Principal Secretary to
the Government of India, Ministry of Finance, containing these
relerences is reproduced below:

“The Government of India, in consultation with the State
Governments, have decided that an additional duty of
excise should be levied on mill-made iexiijies, sigar and
iobacco, including manufactured tobacco, in  replacement
of the sales taxes now levied by the State Governments,
the net proceeds being distributed uamong the States,
subject to the present income derived by =ach of the States
being assured to it. Necessary legislation will be promoted
shortly for the levy, by the Centre, of this sdaitipnat duty.
In this connection the President has been pieased to decide
that the Finance Comnmission should be reguested i make
recommeniationg o him as to the principles whick should
govern the distribution of the net proceeds of this addi-
tional duty among the States and the amounts which should
be assured tc the States as the income now derived by

R themn frem the levy of sales taxes on these commodities.
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3. We received from the Unicn and State Governments the fore-
casts and information required by us as well as detailed memoranda
setting out their views on the varicus issues. They also readily sup-
plied all supplementary information we required.

4. Under article 230 of the Constitution, the qualifications requisite
-for eppointment as members of the Commission and the manner of
their selection have to be de‘ermined by Parliament by law. This
article also lays down that the Commission shall have such powers
in th2 performance of their functions as Parliament may by law con-
fer on them. The Finance Commission (Miscellaneous Prolvisions)
Act, 1951, enacted in pursuance of those provisions and as amended
by the Finance Commission (Miscellaneous Provigions) Amendment
Act, 1955, is reproduced in Appendix .Il.

5 The Constitution and the Act referred to in the last paragraph
authorise the Commission to prescribe their cwn rules of procedure.
We accordingly made our rules, based more or less on the rules fram-
ed by the first Commission. These rules, which are reproduced in
Appendix III, provide, among other things, for the manner in which
our discussions with the State Governments and members of the
public should be conducted. Following the practice of the first Com-
mission, we held our discussions with 3tate Governments and their
officers in private session. The Chief Ministers of the State Govern-
ments, to whom we invariably explained the procedure we proposed
to adopt, concurred in it. We had discussions in public session only
with private individuals and representatives of Chambers of Com-
merce and other institu:.ons, who had submitted memoranda on the
problems before us, The names of those who submitted memoranda
and of those who appeared before us are shown in Appendix IV. We
wish to record our appreciation of the public spirit shown by them.

6. Neither the Constitution nor the Finance Commuission (Mi.scel-
laneous Provisions) Act, 1951, makes any reference to the staff to
be employed by the Commission. The staff has, therefore, to be
recruifed in accordance with the general rules of recruitment to the
public services. As the Commission’s work is of a temporary nature,
we found some difficulty in recruiting suitable staff speedily. Quali-
fled persons appeared reluctant to serve the Commission without
additional remuneration. There was also the general rule that even
temporary appo.ntments to certain categories of posts tenable for
anore than one year should be made through or with the consent of
the Union Public Service Commission. While we realise that the scale



of remuneration for the staff and the method of their recruitment

should follow the general pattern adopted by the Gevernment, we

suggest that the question of making suitable relaxations in order to
expedite the work may be considered before the appoiniment of the

next Commission.

7. In one direction, we made a departure from the procedure
adopted by the last Commission. We fell that it would be useful to
meet the representatives of the press and keep them informed of the
progress of our work. We held a press conference at Delhi shortly
after assuming office and we made it a practice to hold a press con-
ference on the conclusion of our discussions with each State. These
conferences were generally well attended and the representatives of
the press showed a lively intersst in our work and in the financial
problems of the States. We should like to place on record our appre-
ciation of the interest taken by the press in all the States in our
work and their courtesy in responding to our invitation. The dates
of the press conferenccs held by s are given in Appendix V.

8. At an early stage of our work, there was a doubt about the exact
scope of the reference made to the Commission under artick 275 of
the Constitution. The majorily of the Commission felt that clause (2)
of article 275 covered not onlv the substantive portion of clause (1)
but also the two provisos appended to it. We accordingly wrote to
the Secretary to the President suggesting that if this interpretation
was acceptable’to the President, he might be pleaszd to issue neces-
sary ordtrs to enable the Commission to make rccommendations re-
garding grants under the provisos. Wc were informed in reply that
the President had been advised that as the duty of the Commission to
make recommendations was only in respect of grants-in-aid as to
which Parliament could make a law under c¢lausz (1) of article 275
and as the provisos constituted exceptions to the main provision and
there was no mention in them of Parliament making any law, the
power of the Commission to make recornmendations under clausz (2)
of article 275 did not extend to the grants under the two provisos.

. The Presidert accordingly decided thai no order need issue asking

for the Commission’s recommendations regarding ihe grants under
the provisos to article 275. The correspondence is reproduced in
Appendix VL

9. The recommendations of the first Finance Commission were
given effect to for the five years ending 31st March 1957. Once a
Finance Commission is appointed under article 280 of the Constitu-
tion, the President cannot. without considering the recommendations
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of the Comm:ssion, issue any ordrers under articles 270, 273 and 275
for transier of resources to the 3tates. There was also the further
diiculty that, owing to the reorganisation of States, the Union Duties
of Excise (Distribution) Act became inapplicable from 1st April 1957,
It was not possiblz for us to make our final recommendations in time
for steps to be taken for the necessary devolution for 1957-38. It
would have caused serious difficulties to the States if they had to
present budgets without taking into account such devolution and to
manage without it. We dzcided, therefore, to submit an interim re-
port so that temporary provision might be made for these purposes.
In framing that report, we wished to maintiain the then existing posi-
tion with the minimum readjustments necessitated by new develop-
ments. The States Reorganisation Act and the Bihar and West Ben-
gal (Transfer of Territories) Act had already readjusted for the re-
organised States the devolution based on the first Finance Commis-
sion’s recommendations. We had, however, to take into account the
financial integration of Jammu and Kashmir with India which had
come into effect in 1954. Certain readjustments relating to the
merged Part C States were also nzcessary. The interim report is
reproduced in Appendix VII.

10, During the period October 1956 o June 1957, we visited all the
States and had discussions with their Governments and officers. In
all of them we met the Chief Minister and the Finance Minister; in
some States we also met either the entire Cabinet or other Ministers
who chose to attend the meetings. We had detailed discussions with '
the Chief Secretary the Finance Secretary and other Secretaries who
were assisted by senior departmental officers. These discussions were
largely on the basis of the memoranda submitted by the State Govern-
ments, Somz of us also visited the border and tribal areas in certain
States and several institutions connected with development and wel-
fare work. During our visits the State Governments and their officers
gave us every assistance and readily met all our requests for infor-
mation. The arrangements made by the State Governments for our
discussions and visits left nothing to be desired and we are very grate-
ful to them and their officers for their assistance and co-operation. We
met the representatives of State Governments again in New Delhi
from 22nd July to lst August 1957 to hear their views on the two
additional references. We also held discussions with the representa-
tives of certain Central Ministries on raatters relating to their depart-
ments and for clarification of points that had arisen in the course of
our discussions with the State Governments. The dates of our






Commission. Their report has clarified the main issues and has set
- the general pattern on which reports are likely to be made under the
present provisions of the Constitution regulating the financial rela-
tions between the Union and the States. The rules of procedure, as
laid down by them, have been the model on which we framed our
own rules. We have made full use of the historical and statistical
data contained in their report.

13. While our task has thus been made simpler in some ways, it
has been somewhat complicated by the constitutional and other deve-
lopments subsequent to the last Commission’s report. Since 1932, far-
reaching changes have been made in the structure and organisation
of the component States of the Indian Union. With effect from 1st
October 1953, the new State of Andhra was carved out of the former
State of Madras. This was a prelude to the more extensive reorgan-
isation of States. The States Reorganisation Commission was appoint-
ed in December 1953 and submitted their report to the Government
of India on 30th September 1955. The decisions of the Government-

_on the report were embodied in three Acts passed by Parliament in

August and Septermber 1956, namely, the States Reorganisation Act,
the Bihar and West Bengal (Transfer of Territories) Act and the
Constitution (Seventh Amendment) Act.

14. The reorganisation has affected all the States except Assam,
Orissa, Uttar Pradesh and Jammu and Kashmir. All the Part B
States and Part C States have disappeared. Punjab has been enlarged
by the merger in it of the Patiala and East Punjab States Union and
Rajasthan by the merger of the former Part C State of Ajmer.
Saurashtra and Kutch along with the Marathi-speaking areas of the
former States of Hvderabad and Madhya Pradesh have been merged
in Bombay. Mysore has been enlarged by the inclusion 'of Coorg and
the Kannada-speaking areas of Bombay, Hyderabad and Madras.
Travancore-Cochin has been converted into the new State of Kerala
by the transfer to it from Madras of the Malabar district and the
Kasaragod taluk of the South Kanara district, while five Tainil—speak-
ing taluks have been transferred from Travancore-Cochin to Madras.
The Telugu-speaking districts of Hyderabad have been added to
Andhra to form the new State of Andhra Pradesh. The Hindi-speak-
ing districts of Madhya Pradesh have been added to Madhya Bharat
along with Vindhya Pradesh and Bhopal to form the new State of
Madhya Pradesh. An area of roughly 3,000 square miles has been
transferred from Bihar to West Bengal These changes came into
effert em 1st November 1955,
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on property other than agricultural land and the tax on railway
fares. Similarly, we have been asked to make recommendations re-
garding the principles of distribution of the additional duties of
excise proposed to be levied by the Union in replacement of the
States’ sales taxes on mill-made textiles, sugar and tobacco and the
amounts to be guaranteed tp the Slates as their present income from
saies taxes on these commodities. We have further to advise the Pre.
sident on modifications which may be necessary or desirable in the
rates of interest and the terms of repayment of the loans made to
the State Governments by the Government of India between 15th
August 1947 and 31st March 1956,

19. Qur terms of reference emnjoin that, in recommending the
grants-in-aid of the revenues of the States, we should, dmong other
matters, have regard to the requirements of the second five year
plan, We have, therefore, sought to make provision in our scheme of
devolution for its implementation. The first five _year plan was in
operation when the last Commission conszdered the problem of the
States' finances. They tadeé no Spemﬁc recommiendation regarding
the implementation of the plan and left it to be financed partly by the
additional revenue to_be raised by 5% the blates partly by the devolu-
tion proposed by them and pattly by-granis from the Union under
article 282 of the Constitution—hr-the Fesult, out of the estimated
revenue expenditure of Rs. 333 crores in the last four years of the
first plan, the States met Rs. 7'}' crores from the proceeds of additiongl
taxation, Rs. 133 crores from grants under article 282 of the Constitu-
tion and Rs. 66 crores from the devolution made on the recommenda-
tions of the last Commission, and were left with an overall deficit of
Rs. 57 crores, The five year plan has now become an integral part
of the budgets of the Union and the States and the basic needs of the
States cannot be considered in isolation from the needs for develep-
ment as embodied in the plan, The swns involved in the second plan
are much larger than in the first plan and we feel that it will be
inappropriate to leave them outside our scheme of devolution. In our
assessment of the needs of the Sfafes, we have, therefore, taken into
account their basic as well as developmental needs.

20. This immediately posed the question of how the development:fl
needs, to the extent to which they have to be met from the revenue
budgets of the States, should be determined. In the memoranda sub-
mitted to us by some of the State Gavernments and in our discussicns
with them, they made the point that in rertain spheres the plan was
insufficient and claimed assistance from us for enlarging it. The
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by it for meeting such expenditure. As regards the revenue expen-
diture on the plan and the resources which, it had been assumed,
would be raised by the States by additional taxation, we have

generally taken the figures given to us by the Planning Commission._

25. In regard to the estimates of existing resources and committed
expenditure, we obtained forecasts fromi the States. We had to do so
for a variety of reasons. First, the forecasts of the Planning Commis-
sion were prepared in 1955 on the basis of the revised estimates cf
1954-35, and allowance had to be made for subsequent changes.

Secondly, the five year period with which we are concerned coincides.

with the period of the second plan only for four years. Thirdly, the
forecasts of the Planning Commission had, in any case, to be recast
for the reorganised States. Having got these fresh forecasts, we
fortified ourselves by obtaining the comments of the Planning Com-
mission on them and in our discussions with the State Governments,
we made it a point to investigate into any substantial variation be-

tween the fgures adopted by the Planning Commission and those given.

to us by the States. In the forecasts agreed to between the Planning
Commission and the State Governments, many States had over-esti-

mated the yield from existing sources of revenue and underesiimated °

the committed expenditure. There was also a misunderstanding
about the exact scope of the term “committed expenditure” as used in
the correspondence between the States and the Planning Commission.
We discussed the forecasts of the State Governments with their
officers. After consideration of the comments of the Planning Com-
mission and the explanations given to us by State Governmenis for
variations, we attempted to take a realistic view of the revenue and
expenditure during the period to be covered by our recommendations.
Our scrutiny of the States’ forecasts disclosed that not only were the
contributions from existing revenues, which were assumed for financ-
ing the plan, not available, but also that, in some States, the committed
expenditure would absorb part of the resources which they were ex-
pected to raise for the plan through additional taxation.

26. We had a further difficulty in making a reasonable forecast of
expenditure for the next five years. Apart from the burden of recur-
ring expenditure thrown on the States’ budgets by schemes comnleted
under the first five year plan, there were many schemes for which
Central assistance was on a matching basis, sometimes tapering off
over a short period. This inevitably left a recurring burden on the
States, of which no adequate indication could be had from figures of

past actuals. In another part of our report, we deal more fully with.

-






corporation tax and any surcharge which may be levied for Uniom
purposes. To the extent that the net proceeds of taxes on income’
represent proceeds attributable to Union territories or to taxes
payable in respect of Union emoluments, they are retained by the
Union. The Constitution also contains in article 272 an enabling
provision under which, if Parliament so prescribes by law, Union
duties of excise other than duties of excise on medicinal and toilet
preparations may be divided.

32. In the case of income tax, the Commission are charged with
the duty of making the following recommendations:—

(i) the percentage of the net proceeds of taxes on income,
excluding the taxes payable in respect of Union emolu-
ments, which shall be deemed 1o represent proceeds
attributable to Union territories;

(ii} the percentage of the net proceeds in any financial year
of taxes on income other than agricultural income, except
in so far as those proceeds represent proceeds attributable:
to Union territories or to taxes payable in respect of
Union emoluments, which shall not form part of the Con-
solidated Fund of India but shall be assigned to the States.
within which that tax is leviable in that year and the man-
ner in which, and the time from which, such percentage
shall be distributed among the States,

33. The President, after considering the recommendations of the
Finance Commissicn, has to prescribe by order the percentages and
the manner of distribution. Parliament is not directly concerned
with the assignment and distribution of income tax.

34. The position is different in respect of the distribution under
article 272 of Union duties of excise. This article does not refer to
the Finance Commission. The Commission’s jurisdiction to deal with
this distribution is derived from the provisions of article 280(3) (a).
It is also open to the President te make a specific reference in this
matter to the Commission. There is no obligation on_the part of ..
the Union to share the excise duties with the States. When it decides
to do so, this has to be done by a law of Parliament, which has to
prescribe which of the excise duties, and whether the whele or any
part of such duties, should be paid out of the Consolidated Fund of
India to the States. The principles of disiribution among the States
have also to be prescribed by law. In the case of excise duties, the
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"of the constitutional development of the United States, conditional
grants represent a basically sound technique despite their piemal
d;;aopment and hotch-potch appearance. They emphasise that
grants should be made only for clearly indicated and important
national objectives, that they should be given for broad purposes
like public health or welfare rather than for highly specialised
schemes, that allocations should be flexible in relation to specific

" schemes or activities covered by those broad purposes and that

matching requirements should take into account the economic condi-

tions in the units and their fiscal capacity. ¢

47 In Canada, the pattern of financial relations between the
Dominion and the Provinces has been the subject of criticism in
recent years. As the periods for which individual and corporate
income taxes and the succession duties were rented from the
Provinces by the Dominion were due to expire early in 1957, re-
examination of the position became necessary. Meanwhile, a Royal
Commission of Enquiry on Constitutional Problems (the Tremblay
Commission) is understood to have suggested the transfer back from
the Federation to the Provinces of the right to levy taxes in the fields
whieh are now rented. It is also reported to have suggested that
responsibility for welfare functions like unemployment insurance,
old-age security, and family allowances should remain with the
Provinces. ‘

48, The Federal-Provineial Tax Sharing Arrangements Act, 1956
has modified to some extent the former scheme of .compensation for
the surrender by the Provinces of individual income taxes, corpora-
tion income taxes and succession duties, as provided in the Tax
Rental Agreements Act of 1952, Each Provincial government has
been given the option to choose the most favourable of three alterna-
tives. These are: -

(1) a Province will be entitled to compensation at not less than
the amount due under the 1952 agreement suitably adjust-
ed for population growth;

(2) it may get 95 per cent of the payments actually mnade fo
it in certain preceding periods:

(3) it will be entitled to get compensation according to a new
formula by which a Province will obtain the sum of three
rental payments, that is to say, (a}) 9 per cent on corpora-
tionl incomes in the Province, (b) 10 per cent on individual
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Provision has consequently .zen made in the Basic Law by which
the Federation may, by * Lisiation which requires the consent of the
Bundesrat, claim part of the income and corporation taxes to cover
federal deficits and subsi lies which are to be granted to State govern-
ments to meet expend’ture in the fields of education, public health
and welfare.

52. In order to assist the States with lower tax revenues and to
equalise the burden of expenditure, the Federation has also been
empowered to grant subsidies, obtaining the funds, if necessary, from
specific taxes accruing to the States.. Federal legislation, which
requires the consent of the Bundesrat, determines which taxes will
be utilised for this purpcse, and in what amounts, and according to
what scale the subsidies will be distributed among the States for
equalisation.

53. For the purpose of ecualisation, the tax capacity index and
the equalisation index of every State are fixed according to prescribed
formulae. The former is fixed according to the total tax revenue of
the State after some adiustments, while the equealisation index is
found by multiplying the federal average tax capacity index per
inhabitant by the population figure of the respective State, subject
to certain adjustments. The States with a tax capacity index greater
than the equalisation index have to pay to the Federation a sum
determined in accordance with a prescribed formula and the amounts
so collected are distributed to the States whose tax capacity index
is less than the equalisation index. :

54. The tendency towards centralization has 'been viewed with
increasing disfavour in Switzerland, where the proposals to transfer
from the Cantons to the Federation, by means of formal constitutional
amendment, the purchase tax, certain stamp duties and the direct
taxes on income were vetoed in a referendum in December 1953.
These proposals envisaged that in the distribution of the centralised
taxes, the poorer Cantons should benefit; and those Cantons did in
fact support the proposals. The opposition to the formal transfer of
taxing powers from the units to the centre was, however, widespread
and it prevuailed,

55, In the Nigerian Federation, the distribution of revenues has
been bhased on the principle of origin or derivation. Out of the cen-
tral taxes mentioned in the constitution of Nigeria as revised in 1954,
the import duty on motor spirit in its entirety, half the import and
excise duties on tobacco, one half of all the other import duties, half
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Fiscal vear Fiscal year
I951-52 . 1955-57
AUSTRALIA (in £A millions)
., Taxr reimbursements, special financial assistance, special

grants and payments under the financial agreement . . I62'30 ° 204-82

‘Commonwealth aid for roads, grants to universities, and
grants for long-service leave in the coal-mining industry,
encouragement of meat production, Western Australia
water works, mental institutions and imported houses,
price contral reimbursement and tubercuiosis benefits . 20°59 38+g3%**

*Excludes grants from the federal highway trust {ind, estimated at § 1,137 millions
in fiscal year 15%7.

#tExcludes 8 77-2 millions on account of old-age pehsions as they have since been
federalised.

**+%Excludes £A 1477 millions paid to the States from the National Welfare Fund.
LA 1-36 millions paid on account of agricultural and other services and. £A 14-23
millions paid for assistance to primary producers.

Nore.---Figures for Australia under column 2 are for 1952-53.

VL Principles of Grants-in-uid

-59. Article 280(3) (b) of the Constitution casts on us the duty of

recornmending the principles which should govern the grants-in-aid
of the revenues of the States.

60. It would be interesting to recall the scope of grants-in-aid in

the scheme of devolution under the Government of India Act, 1935,
which set the pattern for such devolution. Sir Otto Niemeyer, on
whose award the scheme was based, treated granis-in-aid as a form

. of residuary assistance for certain Provinces after taking into account
the sharing of taxes and the adjustment of debt. While estimating

" the overall fiscal need of a Province, he took note of the differences
in administrative needs which, he thought, could not be obliterated
by Central assistance on a basis common to -all the Provinces. He
recognised the responsibility of each Provinﬁcfe to ensure budgetary
equilibrium and was anxicus to set those Provinces, which were
suffering {rom chronic budgetary deficits, on an even financial keel,
without- endangering the solvency of the Central Governmeni. He
took an intecrated view of the finances of the Centre and tne
Provinees and recognised that any scheme of devolution, which






24

provided for. Lasfly, grants may be made to certain States for the
furtherance of broad purposes of national importance, such as primary
education, in respeet of which they may be specially backward.

63. We see no reason for departing from this hasic approach to the
problem of grants-in-aid, although our emphasis on the various
principles laid down by our predecessors has been influenced by
subsequent developments. We endorse the principle of fiscal need
and interpret fiscal need c.omprehenswe[y by taking into account the
impact of the completion of the first five year plan and the needs of .
the second. We bave, as in the past, taken an integrated view of the
finances of the Uinion and the States and the financial capacity of the
Union to ausist the States, affer meeling its own essential commit-
ments. We have scught io formulate a scheme of grants-in-aid
which should, urder normal conditions, enable the States to balance
their budgets after meeting their normal revenue expenditure as well
as the revenue expenditure in¢idental to the execution of the second.
five year plan. We have, as far as possible, reduced the State budgets
to a corpparable basis. We have also made allowance for the various
factors by which ihe computation of budgetary needs has to be
adjusted and have ireated grants-in-aid as residuary assisiance to the
States after taking inic account devehuion of revenue in other forms.

64. Our predecessors thought that, while considering the eligibi-
lity of a State for a granf-im-sid and the amount of such aid, due
weight should be given t¢ tax effort, so that the States, which raise
adeguaie resources through ‘axation, are nof penalised and no
premium 15 put upon Jack of self-help. The principle of tax effort
is unegcepiionable, but, as they themselves admitted, “it is only in
clear cases of inadequate taxaiion” that it should affect the quantum
nf assistance which the States may be otherwise gualified to get.
“Clear cases” of inadequale faxation are d’'fficult to determine. Low
per capile  taxation :n puor States may simply be evidence of low
taxable capacity. An agricultural State with a Jow level of purchas-
ing power has to maintain a comparatively high leve! of per capita
expenditure to sustain a reasonable standard of public services. An
industrial State can raise = much larger per capita reverme than an
agricultural State, even though the kinds and rates of taxes are the
same in both. It is, therefore, difficult to decide whether a State is
taxing its people adeguately in relation tc their income and taxable
capacity. Some kind of empirical judgment is inevitable. In our
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VII. Review of Staile Finances

67.'We shall now review briefly the trends in the revenue and
°xpenditure of the State Governments during the period following
the report of the last Commission. We propose to confine this review
to the four years ending 1955-56, although the recommendations of
the last Commission covered the year 1956-57 as well. This is
because the financial picture was altered in November 1956 by the
reorganisation of States. The four-year period is also convenient as
it covers the last four years of the first plan and the actuals of these
years reflect the impact of the plan on the State revenues.

68. Before dealing with individual States it will be interesting to
view the picture for all the States taken together. In the four years
covered by our review, the States excluding Jammu and Kashm'r.
which was not included in the last Finance Commission’s scheme, had
a cumulative revenue deficit of Rs. 57 crores. In this period, the
revenue expenditure on schemes included in the first five year plan
amounted roughly to Rs. 333 crores. The States received from the
Union, under article 282 of the Constitution, grants amounting to
Rs. 133 crores while they raised additional revenue of Rs. 77 crores.
For the remaining plan expenditure amounting to Rs. 123 crores, they
were able to utilise Rs. 66 crores which they had as surplus from their
ordinary revenues and devolution under the scheme of the first
Finance Commission, leaving an uncovered deficit of Rs. 57 crores.
The scheme of devolution recommended by the last Commission did
not make any direct provision for implementation of the first five
. year plan; it, however, turned out-to be quite liberal in relation to

the normal expenditure of the States and for most of them left a
substantial margin which helped them in implementing the plan.
Because of this liberal devolution, the States did not find it necessary,
-during the period of the first five year plan, to hold up anyv scheme
for lack of funds, although some of them ran into sizeable deficits.
The States did not also find it necessary to draw to any substantial
-extent upon their accumulated reserves for augmenting their
revenues. For all Part A and Part B States together, excluding
-Jammu and Kashmir, the total withdrawals from reserves during the
last four years of the first five year plan amounted onlv to Rs. 22
-crores. Bihar withdrew in this period Rs. 8 5 crores, Bombayv Rs. 3-5
crores, Madhya Pradesh Rs. 7-02 crores and Uttar Pradesh Rs. 2982

<rores.

69. We may now turn to a consideration of the position of indivi-
-dual States. Bombay, Madhya Pradesh, Punjab, Rajasthan, Travan-
-core-Cochin and Utitar Pradesh ended this four-vear period with

i
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75, A disturbing feature in the revenue position of most States
was the deterioration in the net receipts from irrigation and electri-
city undertakings. An analysis of the net return in respect of irriga-
tion works other than multi-purpose projects is given below:—

-

Net receipts from irrigation works (commercial) after deduction
of interest charges

(Rupees in lakhs)

State 1951~-52 1952-53 1953-54 1954-55 1955-56
Andhra . . . .. (+)40°60 (—)221-74 (—)230-00
Assam .. . .. .. ..
Bihar . < (=)28:32 (—)3'04 (=)29'84 (—)46:67 (—)a7-0C
Bombay . . {—)28-02 (—J17:62 (—J)28-78 (—J)48-05% (—)64-co
Madhya Pradesh .. o .. . : .
Madras . . (~=)97'90 (~—)180°31 (~—)251'96 (—)106'68 (—)z01:00
Orissa . . (~—}10'67 (—)12-32 (—-)19-39 {(—)23-69 (—)40-00
Punjab . - (+Is7-89  (+)131-19 (+4)185-85 (<)138-97  (+)63-ce
Uttar Pradesh . (+)136:31 (+)96-21  (+)192-87 (~)2c8-41 (+)47co
West Bengal . (~—)21-13 (—)22-69 (=—311-7%5 (—)29-1% (—)19-CC
Hyderabad - (—)8-04 (—)1i-oG (—g-25 (—)9-25 (~—=J)11-o0
Madhya Bharat . .. . .. .. (+)12-00
Myscre . . (+)3-14 (~+J9-30 (+3)2-43 (+)4-38 (+)7°cc
Pepsu . - (3697 (+)35:03  (4)40°28  (4)34°47 (4100
Rajasthan . . (+)9:24 (—)5-77 (—)16-95 (-+)4-41 .
Saurashtra . . (—35-09 (—8-86 (—)13-41 (—)18- 39 (—)2s5-00
Travancore-Cochin (—)o-47 (—)1-07 (—0-96 (—)3-84 (—Y7-00

ToTaL (+)43-90 (+)9-05  (4)79-74 (—I116-84 (—)514'Co

Note ;—~Interest not debited to the major head ““r7—Irrigation, ﬁavigation, Embank-
ment and Drainage Works (Commercial}’” in Hyderabad, Madhya Bharat, Mysore and °
Pepsu.

It will be seen that at the end of the first five year plan only two
States, namely, Punjab and Uttar Pradesh, were able to obtain a net
return from productive irrigation works after meeting interest and
other charges.

76. There has been noticeable delay in the utilization of major
irrigation works and tubewells. For all Part A and Part B States,
excluding Jammu and Kashmir, it was anticipated in the first five
vear plan that an additional 8.3 millicn acres or so would be brought
under irrigation in the area commanded by major projects. Recent
estimates put this figure at less than 4 million acres.

77. The delayv in the utilisation of cosily works naturally imposes
a heavy finaneial burden. The full extent of this burdern on the
revenue budgets is not yet apparent. because in respect of a number
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80. Concern was expressed by the States deriving appreciable
net revenue from electrieal undertakings about the adverse effect
on their revenues of the transfer of the State undertakings to the
Electricity Boards. The payments by these Boards of interest on
account of the capital loaned to them by the States has not been
accorded sufficient priority in the Electricity (Supply) Act, 1948
and there is reasonbale ground for apprehension that the States
may not be able to collect regularly even the interest from the
Boards. Further, the Boards being subject to income tax,- the
States, which have been getting a net revenue from electricity
undertakings, are now likely to lose part of it.

81. In more than one State, there has been accumulation of losses
in the working of transport, industrial and commercial undertak-
"~ ings. There seems to be inadequate appreciation of the need to
run such undertakings on a commercial basis and with a view to
bringing a met return to the State exchequer.

* 82. In a number of States, there has been a steady increase in

recent years in the accumulated arrears of revenue. To some extent,.
particularly in the case of arrears of land revenue and irrigation
rates, this might have been due to failure of crops. We were,
nevertheless, left with the impression that sufficient attention was
not always paid to the recovery of these arrears. The position
appears to be the same in the case of loans also. It is hardly neces-
lary to emphasise the need for reducing the overdue arrears, as this
will materially assist the States in implementing their develop-
ment plans.

83. The total expenditure met from revenue, excluding transfers
to revenue reserve funds, rose from Rs. 409-57 crores in 1951-52 to
Rs. 609:-08 crores in 1955-56. Expenditure:on tax collection showed
a significant increase of 57 per cent, rising from Rs, 35:59 crores in
1951-52 to Rs. 55-94 crores in 1955-56. Land revenue accounted for
nearly 60 per cent of the increase; in certain States large sums
were set apart for payment of compensation on the abolition of
zamindari, while in many others increased expenditure was incur-~
red on survey and settlernent. Interest charges rose by nearly 200
per cent, reflecting a steadv increase in the States’ debt, mostly for
financing the execution of capital schemes in the plan. During this
period the public debt of the States rose from Rs. 390 crores at the
end of 1851-52 to Rs. 1163 croves at the end of 1855-56. Expenditure
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(e) Exjgenditure has been steadily rising as a result of deve-
lopment; non-developmental expenditure has risen at a
pace somewhat in excess of that envisaged by the plan,

VIII. Assessment of'Needs of States

85. In examining the claims put forward by the States, our main
objective has been to ensure that the States should have sufficient
revenues to meet normal expenditdre and their commitments in
respect of the plan expenditure on revenue account,

86. For érriving at what may be regarded as a reasonable level of
normal or.committed expenditure, certain adjustments have been
made by us to secure uniformity in classification.

87. We have omitted from our estimates all items of a capital
nature. Most of the Stateg had already removed from the revenue

budgets many such items as a result of the suggestions made to the

State Governments by the Government of India: in October 1955.
The object was to transfer from the revenue budget to the capital
budget all items of expenditure which created tangible assets. This

change is not unreasonable in a period of expansion though, under -

ordinarity ciréumstances, there may be justification for meeting un-
productive capital expenditure from revenue.. It may also be sup~
ported by the argument that the State. Governments, which now

derive about 30 per cent of their budgeted revenues from payments -

made in some form or other by the Union, are not justified in pre-
senting to the& Union Governmen* an exaggerated picture of their
needs on revenue account, by including within that account expen-
diture which can be reasonably treated as of a capital nature.

83. No pro?ﬁsion has been made by us for payments from revenue
towards the capital cost of the abolition of zamindari, The total
amcunt of compensation cannot yet be closely estimated, as in some
States like Bihar the detailed information, which is necessary for

this purpose, is still being collected.. On: a rough estimate, however, .
the capital payments for the extinction of all proprietary and inter- . -
medjary rights in land (excluding rehabilitation grants}: has. been .
estimated at Rs. 380 crores. THe bulk of this liability has accrued in:
two States, namely, Bikar and Uttar Pradesh., The sums involved

in the case of some ather Siates, namely, Rajasthan, West Bengal,

Madhya Pradesh and Andhra. Pradesh, are appreciable though not
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94. As regards plan expeaditure and the reverue expecied to be
raized for it from new tazation, the point arose ~whathar =2 should
confine our recommendations to the four years . 07-i0—1520-61, the
remaining period of the secound plan, #n1d we decided that our recoms-
mendations should cover a five year period. For jur estimates, we
have taken the revenue expendiiure of the second plan as agreed to
between the Planning Commission and the States as the develop-
ment expenditure for the five years ending 1961 62. The amounts
involved for the States are as follows:—

(Rupees in crores)

Tatal Revenue ex-

expenditure  pendiiure in-

Staze on the second  cluded in the
five ycar total 2lan

plan outlay shown

n the pre-

ceding column

Andhra Pradesh . . 175 34
Assamn . . . 38 36 A
Bihar . . . 94 77
Bombay . . . 3150 102
Kerala . . . 87 28
Madhya Przdesh . 191 70
Madras . . . 152 45
Mysore . . . 146 35
Orissa . . . 100 27
Punjab . . . 163 44
Rajasthan . . . 105 a1
Uttar Pradesh . . . 253 03
West Bengal . . . 1354 . §3
Jarmmu and Kashmir . .. 33 Gl
Total . . . 2162 yieDy]

We have also assumed that the revenues to be raised by the States
and the specific grants to be made to them by the Unlon during our
five year period will be of the same order and on the same pattern
as in the second five year plan.

95. No provision has been made in the second five year plan for
the interest charges on the capital to be borrowed by the State
Governments during the plan period; it has been assumed that these
charges would be met from the income accru’'ng from the schemes
financed from such borrowing. Many States contended that this
assumption was unrealistic and that, as the additional burden invol-
ved was likely to be large, it should be included in any estirnate of
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L]
inclusion of corporation tax in the div:sible pool; Andhra Pradesh,
in addition, suggested the inclusion in the gool of the Central sur-
charge and Kerala, the tax on Union emoluments and pensions.

100, As regards the principle- of distribution of the States’ share
there was a wide divergence of opinion. In West Bengal's view, the
only method consistent with the language of article 270 of the Con-
stitution was for the prescribed percentage of the net proceeds to
be distributed among the States on the basis of attributability, by
which they meant collection, adjusted to provide for payments by
assessees of one State into the treasuries of another and for any
element of rent or royalty arising in one State and included in the
profits assessed in another, Andhra Pradesh, Bihar, Xerala, Madras
and Uttar Pradesh suggested population as the sole criterion. . Orissa
proposed that 80 per cent should be distributed on the basis of
population, weighted for the scheduled castes, scheduled tribes,
backward classes and rural population, and the balance on the basis
of area. Assam proposed that 20 per cent of the States’ share should
be distributed on the basis of origin as shown by the ratio of the
national income arising in the State to the total national income of
the country and the balance on the basis of area-cum-population.
Rajasthan proposed that 80 per cent of the States’ share should be
distributed on the basis of population and 10 per cent on the basis
of the revenue needs and backwardness of the States, the balance
being earmarked for the border States. Punjab did not indicate any
specific formula, but suggested that the distribution should take into
account the population and needs of a State, a small portion, say 18
per cent, being credited to a development fund for backward States.
Mysore suggested the distribution of 10 per cent on the basis of
collection and 90 per cent on the basis of population. Jammu and
Kashmir proposed that half the States’ share should be distributed
on the basis of population and the other half on the basis of area.
Madhya Pradesh wanted that populaticn weighted for scheduled
castes and tribes should be the sole criterion. Bombay suggested
that a third of the States’ share should be distributed on the .basis
of population and the balance on the basis of collection, after leaving
a small reserve for meeting special needs; if this were not acceptable,

" the State Government suggested a return to the formula of Sir Otto

Niemeyer which, according to them, gave equal weight to population

" and collection.

101, We shall ﬁrst deal with the determination of the share of
the net proceeds to be assigned to the States. Income tax has ceased
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States, while collection has been urged, in the main, by the two
industrially advanced States of Bombay and West Bengal. In all
previous schemes of distribution, some weight has been given to
collection but this has been reduced in favour of population. In our
opinion this has been a move in the right direction. Twenty years
ago when income tux first came to be distributed, it could have been
argued that the agricultural States had a substantial income from,
and an expand!ng source in, land revenue, which had to be balanced
by giving a larger share of income tax to the industrial and com-
mercial States. Land revenue has now become a comparatively less
important source in all States. The growth of revenue from sales
taxes, motor vehicles tax and other taxes like electricity duties and
entertainment and passenger taxes, to which the urban population
makes a proportionately larger contribution, has created a situation
in which the States, which are more urbanised and industrially
developed,.are in a financially stronger position than those which
are not so well developed or urbanised. The main justification for
giving a larger share of income tax to the industrial States has,
therefore, ceased to exist. Considering that, in this country, income-
tax is paid by an infinitesimal portion of the population and that the
bulk of the tax arises out of business incomes which, in the context
of the economic integration of the country and the disappearance
of barriers to inter-state trade, is derived from the country as a
whole, the principle of collection can no longer be considered an
equitable basis of distribution. While, as pointed out by our prede-
cessors, there may be a case for weightage being given to collection
in the restricted field of personal income tax, we have come to the
conclusion that, taking all factors into account, collection should be
completely abandoned in favour of population as the basis of distri-
bution. This may result in a loss to a few States where collections
are concentrated and their revenue position should be safeguarded by
taking it into account in the overall devolution. As, however, we
do not desire to cause a sudden break in the continuity, we propose
that the distribution of the States’ share should be 10 per cent on the
basis of collection and 90 per cent on the basis of population, This
-~--should make it easy to complete, in due course, the process of elimi-
-hating the factor of collection aliogether and distributing the entire
amount of the Stales’ share on the basis of population.

106. In this, as in all other matters, where pepulation has to be
taken into account as a factor in the distribution of taxes, we have
adopted the population figures of the 1951 census as the only practi-
cable basis. We are aware that a continuous stream of refugees has
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This recommendation was accepted by Government and embodied
in the Union Duties of Excise (Distributicn) Act, 1953. In the case
of Jammu and Kashmir, after its financial integration with India
from 1st April 1954, sums equivalent to 40 per cent of the net pro-
cends of these excise duties levied and collected by the Government
of India in that State were paid to it, under.an agreement entered
into with that State, until 1st April 1957, when that State came
within our scheme of distribution. '

110. With taxes on income ceasing to be an expanding source of
revenue, it is obvious that any further substantial devolution of
revenues to the States by sharing of taxes will have to come from
Unionh excises, The coverage and yield of these duties have expand-
ed considerably in recent years. While in 1952-53, excise duties wure
levied on thirteen commedities giving a net yield of Rs. 83:03.crores,
the number of commodities has risen fo twenty-nine with a total net
yield of Rs. 259-57 crores in the budget for 1957-58.

111. The State Governments were asked for their suggestions in
regard to the range of dutiable commodities which should be shared
between the Union and the States, the proportion to be allocated to
the States and the principles which should govern the distribution
of the States’ share,

112, All States asked for an increase in the number of commo-
dities the duties on wiitch-should be shared. Bihar, Kerala, Mysore,
Rajasthan, Uttar Pradesh and West Bengal suggested the inclusion
of all excise duties in the scheme. Orissa wanted the duties on
sugar, paper, tea and cotton cloth to be added; Assam, the duties on
sugar, cotton cloth, motor spirit and tea; Punjab, the duties on
sugar, cloth and tyres; Madhya Pradesh, the duties on sugar, kero-
sene, ten, cotton cloth and non-essential oils; and Bombay, the duties
on sugar and cotton cloth. Andhra Pradesh and Madras did not
make any specific suggestion, but desired the inclusion of as many
duties as possible, or at least the duties on major articles. Jammu
and Kashmir suggested the addition of duties on sugar, tyres and
cloth.

113. As regards the States’ share of the divisible duties, Assam,
Bihar, Bombay, Madras, Orissa, Punjab, Uttar Pradesh, West Bengal
and Jammu and Kashmir suggested 50 per cent; Andhra Prad: h,
Kerala and Madhya Pradesh, 60 per cent; and Mysore and Ra: s-
thar., 70 per cent.

o
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important commodities subject to execise.

if accurate data were available, may provide a suitable basis
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They also suggested that arrangements should be
made for the collection of statistics of consumption of the more

Such statistics are still
not available so that in this matter we are in no better position
than our predecessors. While it is possible to hold that consumption,

of

distribution, it must be borne in mind that distribution on the basis
of consumption may operate in favour of the more urbanised States
which are also in a position to raise substantial revenue from sales
taxes on such consumption. "On the whole, we feel that it is prefer-

able fo continue population as the sole basis for distribution.

But

the practical effect of such distribution would now be to place a few

States ir a more advantageous position in relation to the rest.

We

felt that, in the present circumstances, a small corrective in favour
of the latter States would be justified. We have accordingly decided
that 90 per cent of the States’ share of the divisible Union excise
duties should be distributed on the basis of population, the balance

of 10 per cent being used for adjustments.

117. We accordingly recommend that—

(1) 25 per cent of the net proceeds in any financial year of
the Union duties of excise on matehes, tobacco (including
manufactured tobacco), i
sugar, paper and vegetable non-essential oils be paid to

(2)

the States: and,

vegetable products, tea, coffee,

this ainount be distributed among them in the following

manner:; -—

State

Andhra Pradech
Assam

Bihar ]
Bombay .
Kerala

Madhya Pradesh
Madras

Muysore

Qrissa

Punjab
Rajasthan .
Uttar Pradesh
West Bengal

Tamemmny onAd Kachmir

- 4°59

Percentage

9-38
346
10-57
. 12417
3-84
7746
7°56
6-52
4-46

471
15°94
7°59 -
1-74

-
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from Bihar to West Bengal, should continue till these grants autop,
atically cee_> at the end of the financial year 1959 0. “’ accordingly
1_~ommend 1at the sums I prescribed under article 273 he 3y

follows:— ,
(Rupe.s in lakhs)

Assam . . g . . 75-00
Bihar . . . . . 7231
Orissa . . . . . 1500
West Bengal . . . . . 152°69

121. The disappearance of these grants-in-aid after 1959-60 wy
cause dislocation in the finances of these States, and we have may,
ue provision for this in our scheme. We should like to make j
clear that this should not be construed as giving support to ay
claim that for the future these States are entitled to be compensaty;
for the disappearance of these grants. Their claim for assistang
under article 275 will have to be on a par with those of other States
The anomaly of some States Teceiving ompensation for their chan
in the past of what is now a non-sharabl= Central tax was a tem
porary feature introduced in the Constitution for historical reason
and with the expiry of the prescribed time limit, it should disappes
altogether.

)

VXII. Grants-in-aid of Revenues

122. We now turn to the problem of determining the States whic
are in need of assistance and the amount of the grants to be recon
mended for them under the substantive portion of article 275(1) ¢
the Constitution.

A

123. In our scheme of devolution, we have sought to provide fo
both the committed needs of the States and their needs for impl
menting the five year plan, to the extent to which the exp¢ndil¥
has to be met from revenue. We have, as far as pocsible, iried !
meet the requirements of the States by giving them shares of taxef
For most of them, however, this devolution, on a basis common f

11 the States, falls short of their total needs and we have tried !
make good the deficiency by grants-in-aid.

124. The grants-in-aid, which we are recommending, arc i
larger than the grants-in-aid paid fo the States in the past. Th¥
yirl-- deen +q +he fget thet, in the past. the regquirerenis of
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States for development were not fully taken into account, while ~ve
have done so. It should, however, be clearly -understocd that the

sums recommended by us, while justified in the context of the second
five year plan, are not to be taken as indicating the  permanent

requirements of the States for their o:dinary budgetary needs.

125. In the assessment of the overall needs of the States, we have
assumed that in the five years ending 31st March 1962 revenue expen-

d'ture on development would be on the same scale as in the second

five year plan and would throw a net burden of the order of Rs. 228
crores on the State revenues. A state-wise analysis is given below: —

’
(Rupees U1 corers)

Total Addition- Grants Balance

. expen- al likely to be met]
Stagre diture reévenue ta be frem cur-
to be met tobe  received  rent re-
from raised* from the venue
revenue Union

Andhra Pradesh - . . . 54 Li 22 A
Avsarn . « . . N . 36 4 10 22
Bihar . . . . 77 27 28 22
Bombay . . . . - . 102 23 44 %3
Kerala . . . . . . 23 8 9 e
Madhvn Pradesh - R . . 70 ¥ 26 23
Madras . . B . . . 45 ¥ 22 I2
Muysore . . . . . . 39 ) 12 18
Orissa . . . . . . 27 8 9 50
Punjab . . . . . 44 18 5 10
Rajasthan . . . . . . 31 ] 1z I
Uttar Pradesh : . . . 93 43 36 14
West Bengal . B, . . . 53 15 25 13
Jammu and Kashizor . . ' . 10 .o 4 5

Total . . . 709 2086 275 228

*Fiutes of Hoonutms Division of the Planning Comunission—see Appendiz X,

126, By lhe devolution of revenue which we propose, the States
will be receiving a significant measure of assistance whioh will enable
them to implement the plan. We wish to emphasise that they cannot
depend wholly on this; they will still have to help themselves by
ralsing ai ieast Lhe additional revenue expecied of them towards the
execulion of the current plan, by securing all possible economies in












have been provisionally distribuled among the Staies in the same
ratio as the States’ share of the divisible pool of income fax.

135. A variety of suggestions wers mpde by the Stales o regard
to the principles of distmibution Andbra Pradesh, Bihar, Kerala,
Punjab and Utlar Pradest propesed popuiation as a suitable basis,
Mysore suggested that 90 per ecnt should be zllocated on the basis
of population and 10 per cent on the basis of collection; Madhya
Pradesh, hali by population and kalf in proportion to the population
of scheduled castes and scheduled tribes; and Orissa, 20 per cent on
the basis of area and the balance on the basis of population with a
weightage for scheduled castes, scheduled ftribes and backward
classes.  Assam wanted the portion aitributable to immovable pro-
perly to be distributed by locatioo and {he balance on the principles
adoptled for the distribution of income tax, while Madras favoured
distribution in the same proportion as income tax. West Bengal was
for distribution on the basis of attributabilitv and Bombay, op the
basis of collection. Rajasthan proposed that 80 ner eent should be
distributed on the basis of population and 10 per cent on the basis
of backwardness and revenue needs, the balance of 10 per cent being
reserved for border Siates. Jammu and Kashmir wanted Lhe distri-
bution to be half on the basis of population and half on the basis of
area.

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

2« inescapable.

137, We, therefore, recommend: —

(1) 1 2t cul of the net proceeds of the duty in any financial
vear, a sum equal to one per cent be retained by the
Thrion as preceeds attributablie te Unlon territories;

{0y the be'angce be apporteaedsi. 1 fracovabis property
and. oi 2r property in the r e o Lo weose wale ooal
such properises bronghtl intp aszes nes 1o RLERSR &

{10 sin thus cpport aned to immovable property be distri-
food among fhe States in proportion to the gross value of
U dwenave 0 renerty lecated in each State:
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{4) the sum apportioned to property other than immeovable
property be distributed among the States in proportion to
their population, The percentage share of each State will

! - be as follows:—

State Percentage
Andhra Pradesh . . "8-76
Assam . . . . 2-5)

- Bihar . . o . 10-86

Bombay . . I3-52
Kerala . . 379
Madhya Pradesh . . 730
Madras . . . 8-40
Mysore . 543
Orissa . 410
Punjab . 4-52
Rajasthan . 4-47
Urttar Pradesh I7-71
West Bengal 737
Jammu & Kashmir . 124

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

XIV. Union Loans to States

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

140. In recent years there has been a phenomenal growth in the
number and amount of the loans given by the Government of India
to the States. On 15th August 1947, the total debt of the Provincial
Governments to the Centre was only Rs. 43-97 crores. Between that
date and 31st March 1951, the number of loans had risen by about
220 and the outstanding amount had gome up to Rs. 195-41 crores,
During the.period of the first five year plan, namely, from 1st April
1951 to 31st March 1956, the number of outstanding loans rose by
about 2570, the total outstanding debt on the latter date being
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governments. when the final sttlement takes place. In respec
loans granted afier 1st january 930, the Government of India h
agreed to hear i ull such losses on account of principal or acer
interest us may nris» on account of default by the parties or ing
duals from whom they are due; but the State Governments h
been asked, for the time being, to pay to the Union, in Idditior
the amounts colleited from the displaced persons, ten per cent of
deficiency in collection, and have been allowed to retain ten per ¢
of the excess ccllection, if any.

145, All the States, to which these rehahilitation loans have b
given, contended that the distiriction between these two catego
was unfair and untenable., They argued that these loans were !
in a real sense, for State purposes, that the policy in respect of th
loans was laid down by the Union and that the State Governme
administered them merely as agents of the Union. They, theref
urged that they should not be put to any loss on this account
that their sole obligation with respect to these loans should be to -
to the Union whatever they were able to collect by way of inte
and prineipal. ‘

146. This request of the States is reasonable and we ree ,im
that, with effect from 1st April 1957, the States should pay to
Union only the amounts of principal and interest they collect
account of these loans, including the arrears outstanding on that d
We do not apprehend that this will lead to any relaxation in
efforts of the State Governments to recover these loans; we are co
dent that they realisze their responsibilities in this matter.

147, About 335 loans of the total value of approximately Rs
crores have been giveg__free of interest. - They were mostly for
canstruction of educational buildings, assistance to handloom .
cottage industries, industrial and other housing, etc. In many ca
these loans have been passed on by the State Governments to Ic
bodies, universities or other agencies on the same terms and
connected transactions cannot now be re-opened. We do not, the
fore, recommend any modifications in the terms of repayment of tk
loans. .

148. We should in this connecticn like to place on recoerd our v
that the policy of giving loans interest-free or at concessional r:
of interest is open to objection. First, such a concession convey
wrong impression regarding the interest burden which has to



‘met. Sccondly, concessions of this kind are not subject to Parlia-

mentary control as no funds are voted to cover them. We think that
if a scheme has to be suhbsidised, the subsidy should be given directiy
and nol through raduciion in  the interest charged. The revenue
budgets should show tac ociual wnterest burden and any assistance
sought 1o be given through concessional rates of interest should take

the Torm of a direet subsidy,

129, We shall now deal with ceriain general issues raised by the
State Governments. The Bombay Government contended thit the
wveraae rates of inferest charged on the leans had been appreciabiy
in cxooss of the average cost of the Centre's own borrowings, Th's
view wos algo advanoed by West Bengal. Madras, Uttar Pradesh and
Assani. Thesa States argued that, in fixing the rates of interest. the
Unien Government should take into account fore’gn assistance receiv-
ed as grants or as loans at concessicnal rates of interest and the re-
sources raised by deficit fineneing. Some State governments com-
olained that even though particular develcpment projects in their
States were being financed by grants from fereign governments, the
capital sums advanced were treated as normal interest-bear.ng leans.
Many of them suggested that the loans they had taken for unproduc
Live or semi-productive purposes should be written off or should

hear nominal or reduced rates of interest.

150. Certain specific matters were raised by some States. Madras
requested that the wavs and means advance cutstanding against it
should be converted into an interest-free loan till 1858 and should
hear a concessional raie thereafter. Punjab asked for conversion
info gran‘s of grow more food loans and also part of the loan taken
for the construction of the capital at Chandigarh. Rajasthan asked for
ihe conversion into a grant of the loan sanctioned to assist its ways
znd means position on the ahalition of internal customs duties with
et {rom 1st April 1035, West Bengal renewed its request that
{12 loan which was granted to wipe out the ways and means
gnvaren, il winen b had started after partition, might be writien
Jomma and Kastunir wwanted that the losns sanctioned to the
e neadime the Toodication of fnod subsidy payments should be

interest-frec.

15t Ve hove alrordy ccceted cur obp ction to the grant of o
“udirect subsidy by vaw of concescional interest. At the same time,
oo thaink ithat the Union should not deal vith the States as if it were

cormercial banker. The Union and the States are partners ip the
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o 1. Jonal development, i while tl2re o Teag,

2 Union should lend to the States al less ¥ D t}.le true cqgt of
its borrowing, there is no justification either for charglgg more thay,
iet ecost TIn caleulating such cost, all f.actors. which affect the
cost of borrowing should be taken into consideration.,

152. We are not making any recommendat.ions‘ regarding 4.
recuests made to us for the writing off of certain loans as they ape
ov*j\"’ o our ¢. s of reference. Moreover, it would be Inequitab]e
‘0 consider s.. claims on behalf of individual States .exce.pt as part
of a general plan of debt readjustment for which the time is Perhaps

not yet ripe.

153. In our view, there is no justification for the claim that the
amount of foreign assistance for any schemes should be passed on
wholly to the States in which the scheme financed by such' assistance
are located. Foreign assistance accrues to the country as a whole
and it will not be fair to pass on the benefits to particular States
just because the schemes financed by such assistance happen to be
located therein. There is a case, however, for taking such foreign
assistance into account in determining the overall rate of interest to
be charged from the States and we have done so. |

154. Similarly, we do not admit the claim that resources provided
by deficit financing should be made available free to interest to the
States. Deficit financing goes to increase the resources of the Union
as a whole and is not earmarked for specific purposes. It is reflected
in the issue of treasury bills-on which interest has to be paid to the
Reserve Bank. It is true that the bulk of this interest returns to the
Union as part of the surplus profits of the Bank. In making our esti-
" mates of the resources available from the Union for devolution to the
States, we have taken this factor into ‘account. Moreover, we are
concerned only with loans given between 15th August 1947 and 31st

March 1956 and during thig period the amount of deficit financing
was not significant, |

’

f 155. Some States pointed out the difficulties caused by the SYSte;ni
of equated payments of principal and interest,’ Though this system
cope for the repayment of the princi-
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1977, be consolidated into one single loan at 3 per cent per
annum repayable on 31st March 1972;

(iii) the balances of all loans carrying interest at less than 3
per cent per anhum and repayable on or after 1st April
1977, be consolidated into one single loan at 2} per cent pér
annum repayable on 31st March 1987; and

(iv) the balances of all loans carrying inlerest at less than 3
per cent per annum and repayable on or before 31st March
1977, be consolidated into one single loan at 2} per cent per
annum repayable on 31st March 1972.

161. We expect that the scheme of consolidation recominended
above will result in a reduction in interest charges of about Rs. 5
crores per annum for all the States together,

162. As a result of this consolidation, besides the rehabilitation and
interest-free loans, there will be only four loans due from each State
to the Union in respect of the loans taken during the period 15th
August 1947 to 31st March 1956. We feel that the implementation
of this scheme will bring about a great deal of order and simplicity

in this field. .

163. In our plan of consolidation, we have included the loans given
to the States from the Special Development Fund. We understand
that, in respect of some of these loans, there is an obligation to make
the amounts repaid availahe as a revolving fund for further lending.
We do not think that this would justify the exclusion of these loans
from our scheme. The Government of India will, no deubt, consider
whether the amounts which are now creditable to this fund on renay-
ment of the loans should be provided from their own rescurces.

164. Our recommendations apply only to the loans given belwcen
156th August 1947 and 31st March 1956. We suggest, however, that
the basic feature of our scheme may be considered for adopticn fer
future years zlso. This will mezan that each Siaie will get oniv {wo
loans a year, ic., one mediumr-t>rm and cne long-lerm, ot & rate of
interest clpp*‘o*ﬂmatmg;‘ to the net cost of all Union borrowings in that

year. In that case, we would suggest that no regular loens, but o'z

ways and means advances, L sanctioned in the cours: of a fingncic?
year, the amount being regulated vith referencs 1o the purpges Jor
which the loans are {0 be given. After tho closc of the verr. e

total of such advances may be converted into two loans & - div -

term loan and a long-teriv. loan, carrving intorvest at the rate calvulal-
2d as suggested earlier in thic Seci on,



XV. Disiribution of Additional NDuties of Excise

165, In thiz Section and the next we deal with the referenc
to us on 22nd May 1957 in the Finance Ministry's letfer rer
in the opening peragraph of this Report. In respect of
tional duties of excise, we have to make recommendations o
princicles which should govern the distritaition of the net
among the States and the amounts which should be assured
as the income now derived from the levy of sales taxes on m
iextiles, sugar and tobacce (including manufactured tobacc
receipt of the reference, we wrote to the State Governments
thelr views and asking for information cegarding the rates
taxes on she commeadities in guestion, the yield on the basis
rates, the value of the annual consumption in the States of
shese commadities and other relevant matters. A copy of
murication addressed to the States is reproduced in Append.

166. After the receipt of their replies, we held discus
New Delhi with their representatives from 22nd July to ist
1957. The views of the States regarding the principles of ¢
tion varied widely. Many of them proposed formula analc

those suggestied by them for the distribution of income tax an
duties. '

167, We first considered whether in determining the
income and formufating the principles of distribution of (]
tional excize duaties, we should take all the three commad
gether or give separate figures for each. Our term of refere:
us no guidance in this respect. If it were merely a quest:on
lution of revenue from the Union to the States, we would ha-
the regponsibility of making a positive recommendation, bu:
matter is one of agreement between the Umion and the St
refrain from doing so. We are, therefore, making recomme
for the three commodities separately and for all of them
both in regard t¢ the sumg o be guaranteed and the dis!
of the net proceeds

168. Turning to the determination of the amount of the -
income” assured to the States, 1t was urged that this ex
should be given a liberal interpretation so a4 to include pre
revenues likely to result from increase of rates for which Je
had been passed or was likely to be passed in the near fu
was further claimed that the prospective yield in a full yea
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Centrally levied inter-state sales tax, which came into force on Ist
July 1957, should be taken into account in the determination of the
present income. Some States even claimed that allowance should be
made for the loss suffered by tax evasion and for the amounts that
might become available t¢ them through improvement in the
machinery of collection.

169, We have examined these claims. It is not possible to dis-
criminate between the States which have enforeced increased rates
from 1st April 1957, those which have decided to increase their rates
but have not enforced them and the rest who may increase their
rates in future. As regards inter-state sales tax, it came into opera-
tion only on 1st July 1957. The Central Sales Tax Act specifically
provides that the rate of tax on inter-state sales cannot exceed that
on Iintra-state sales, so that, for any inter-state tax to z2crue, there
should be an intra-state tax. As the intra-state tax on mill-made
textiles, sugar and tobacco (including manufactured tobacco) is
proposed to be surrendered by the States, there can be no inter-state
sales tax on them and we think that in agreeing to surrender the
sales tax on these commodities, the States should be deemed to have
renounced their income from inter-state sales tax also. For these
reasons, we were unable to accept the claims for a wider interpreta-
tion of the expression “present income”. We decided that “present
income” for any State should be the income which acerued to that
State in the financial year 1956-57 from the Ygvy of sales taxes and
made this clear to all the States’ representatives.

170. As the additional duties are to replace the sales taxes which
are taxes on consumption, we explored the possibility of taking con-
sumption as a basis for distribution. The National Development
Council is also reported to have contemplated consumption as the
basis. Therefore, we made an attempt to estimate the state-wise
consumption of these three commodities. The data available to us
were the consumption figurcs of mill-made cotton textiles, sugar and
certain forms of tobacco contained in the report of the fourth round
qf the National Sample Survey (April-—September 1952), the esti-
mates prepared by the Textile Commissioner, the statisties of the
clearance or off-take of sugar prepared by the Sugar and Vanaspathi
Directorate and the statisties of consumption of tobacco contained
in the Report on the Marketing of Tohacc: of the Agriculrural
Marketing Directorate, prepared on the basis of surveys and endguiries
undertahen in 1850-51. We have compered :he estimates prenared
on the basis of these data with thase s ples 1o the State Gov: -
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ments. It may be mentioned that sales tay being generally a turn-
over tax. most States were not in g bosition to supply ;nccuratp figures
either of collection or of consumption. Vve felt that, ag ther;e was 3
considerable margin of error in the figures of co’nqumption thus
arrived at, it would be wrong to'distribute the additional duties solely
on the basi§ of 'these figures. We have, therefore, used population
as a corrective In arriving at the basis of distribution recommended

by us.

171. While some States supplied figures of collections, others
were not able to do so as they had no separate figures and gave us
only estimates. We checked them in the light of the consumpfion
figures which we had computed in the manner explained in the
previous paragraph, and we believe that, on the whole, the figures
of present income finally arrived at by us represent for each State
the nearest possible approximation to their income from sales taxes
on these three commodities during the financial yéar 1956-57.

172. The net proceeds may be distributed in one of two ways. The
guaranteed amoqnfs of pljegenf income may be made the first charge
on the revenue from these additional duties, the balance being
distributed among all the States. Or, the net proceeds of these duties
may be distributed independently of the guaranteed amounts, the
Union making up the deficiency, if any, that may arise in the case of
any State. We have come to the conclusion that the former method
is preferable as it ensures-for every State its guaranteed amount plus
some portion of any balance that may remain of the additional duties.
Otherwise, it may happen that while some States do not get from
the distribution even the guaranteed amounts, cthers may receive
sums in excess of the guarantee; in the former contingency, the
Jnion will have to make good the deficiency. While it may be
- reasonable to expect that the proceeds of the additional excise duties
Wwiil be greater than the total of the guaranteed amounts, we do not
3ee any justification for placing upon the Central revenues any
burden arising out of implementation of the guarantees. We have,
thef"‘f“I‘E, decided that, out of the net proceeds of the additional
?}:&t{m the guaranteed amounts should first be paid to the States ana

€ palance be then distributed among them.

9« . t April 1957, the State of J ammu and Kashmir had

here is, therefore, no question of determining its - -

. Nevertheless, the incidence of the additional
" much on the people of this State as on the people
1id wea think it is entitled to its share,
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174. The additional duties of excise will replace sales taxes in
Union territories also. We have, therefore, provided for an appro-
priate share of the net proceeds being retained by the Union; the
guestion of any guarantee to itsclf in respect of its “present income”
from sales taxes does not arise,

175. We recommend that— .

(1) in respect of Union territories, 1 per cent of the net
proceeds in any financial year of the additional duiy of
excise on each of the three commodities, namely, mill-
made textiles, sugar and tobacco (including manufactured
tobacco) be retained by the Union;

(2) a sum equal to one and one quarter per cent o£$su'ch net
proceeds be paid to the State of Jammu and Kashmir;

(3) out of the balance of the net proceeds, i.e., after deduction
ot the sums mentioned in sub-paragraphs (1) and (2), the
following sums, being the “present income” of the States
on account of sales taxes, by whatever name called, be paid

to them:
{Rupecs in lakhs)
State Mill-made Sugar\-:robacco
textiles
Andhra Pradesh 120 40 75
Assam . 40 Is5 30
Bihar . 8o kle] 20
Bombay . 600 245 115
Kerala . 38 20 37
Madhya Pradesh 83 40 22
Madras - 168 6o 57
Mysore . 48 25 27
Qrissa . 50 20 I5
Punjab . 95 50 30
Rajasthan . 4G 25 15
Uttar Prac.sh 400 112 63
West Bengal 204 36 40

1976 SIE 536



: {4) the remainder, if any, of the net proceeds be distributed
in the percentage ratics applicable to each commodity as
set out in the table below:—

State

Andhra Pradesh
Assam '
Bihar

Bombzy

Kerala

Madhya Pradesh
Madras

Myscre

Orissa

TI'unjab
Rajasthan

Uttar Pradesh.
West Bengal .

Percentages

Milt-rnade  Sugar Tobacco
axtiles
738 565 10°47
22 2°55% 298
11+19 8-20 390
16-46 20-17 1741
110 303 343
697 7°67 7°10
726 7°43 953
4198 5°13 5-58
332 2.87 3-27
556 721 436 \
4-36 4-81 359
13:19 1563 16-13
8-51 8-685 731

176. If, for the purposes of the pguarantees and the distributiors
*of the net proceeds, the additional duties are to be taken together,.
we recommend that in lieu of the sums and percentages mentioned
in sub-paragraphs (3) and (4) of paragraph 175 above, the sums
guaranteed and payable to, and the percentage shares of, the States

be as follows:

State

Andhra Pradesh

Assam
Bihar
Bombay
Kerala

Madbya Pradesh

Madras
Mysore
Orissa
Punjab
Rajasthan

Uttar Pradesh

West Bengal

TOTAL

Sum to be
aranteed

cﬁ‘

ycco it

233
85
130
960
95
53
285
100
85
Y8
Q0
375
280

]

3250

Percen-
(it

7-81

T 2073

‘04
.52
15
.16
74
‘13
+20
71

-32
“18
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XVL. Distribution of Tax on Railway Fares

177. We now turn to a consideration of the prineiples of distribu-

‘ton of the net proceeds of the tax under the Railway Passenger
Fares Act 1957, whick is the second of the additional references made
to us. '

178. Andhra Pradesh, Kerala, Mysore, Rajasthan and Uttar
Pradesh considered population to be an equitable basis.  Punjab
and Jammu and Kashmir suggested that needs of the States should

be taken into account in addition to population. Jammu and
Kashmir asked also for a special grant out of the tax for the develop-
ment of its tourist industry. Assam, Madhya Pradesh and Orissa
desired distribution partly on the basis of population and partly on
the basis of area. Orissa® further wanted the population to be
weighted for scheduled tribes, scheduled castes and backward
classes. While Bombay suggested distribution according to earn-
ings from passenger fares, excluding season tickets, of stations
located in a State, West Bengal wanted the tax to be distributed on
the basis of collections of railway stations in each State. Madras
suggested that both collection and population be taken into account
Bihar asked for distribution on the basis of railway mileage in each
State.

179. Although article 262 does not rule~ out eny principle of
distribution, we think that for this tax the principle should be such
as to secure for each State, as nearly as possible, the share of the net
proceeds on account of the actual passenger travel on railways within
its limits. The ideal method would, perhaps, be to split up the tax
collected on each ticket according to the mileage of the routes lying
in each State. This, however, is impracticable. Collections of pas-
senger fares within a State will not refiect correctly the actual
passenger travel within its limits on account of inter-state traffic;
distribution based on figures of such collections would also be
unfair to the States through which traflc passes without originat-
mg or terminating in them. The net proceeds due to passenger
travel in a State may, however, be determined with reasonabls
accuracy by allocating the pussenger earnings among the States on
the basis of the route mileage within each State, with due allowance
for the wide variations in the density of traffic between the various
railway zones and as between the various gauges in cach zone.
Hence, if the earnings of each zonal railway are alliocated by route
‘mileage located in each State separately for each gauge this would
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XVIL Miscellaneous

183. It now remains for us to deal with certain other matters of
‘interest which arose in the course of our work.

184. In our study of the 2xpenditure in recent years of State
Governments, we were struck by the dislocation ecoaused to the
finances of many of them hy unforeseen expenditure on natural
calamities like famine, droughts and floods and we were impressed
with the need for making some regular provision to meet this type
of expenditure. In our estimate of the committed exvenditure of
the States, we have included a margin for enabling them to set apart
annually frcm their revenue sizeable sums to be accumulated in a
fund for meeting expenditure on natura: calamities. The annual
amounts, based roughly on the average annual expenditure over the
last decade, which we have allowed for the individual States, ave:

Amount
State {(Rupees
in lukhs)
Andhra Pradesh . . . . . . 75
.‘ Assam . . . . . . . 25
Bikar . . . . . . . 100
Bombay . . . . . . . 40
Kerala . R . . . . . 10
Madhya Pradesh . . . . . . 15
Madras . . . - . . . 50
Mysore . . . . . . . 30
Orissa . . . . N . . 50
Punjab - . . . . . . 40
Rajasihan . . . . . . . 40
Uttar Pradesh . . . . . 50
West Bengal . . . . . . S0
Jammu and Kashmir . . . . . 10
Total 615

We suggest that the State Governments be invited to set up separate
funds and transfer these amounts every year to such funds. If any
State has an existing fund, its scope should, where necessarv, be
widened to cover all natural calamities. The balances of the funds
A#hould be invested in readily marketable Government securities so
.#a-a_tfthey may be available when needed, without the States having,
aglfxccept in very abnormal circumstances, to curtail their other expen-
s@iture or approach the Union for assistance. We trust that the State
Governments will welcome this suggestion and take appropriate
action to implement it. .
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like to sound a note of warning. It is, in the long run, wasteful to
allow public assets to deteriorate for went of proper maintenance.
In the case of roads, this will be particularly unfortunate in the
iarger economic interest of the country. Proper communications are
essential for econom:c development, of the country and roads,
often built at considerable cost, should nct be allowed to deteriorate
by lowering the standards of maintenance. We earnestly hope that
in utilising the additional funds that may now be made available,
the State Governments will bear this in mind.

188. We noticed that in some States administrative reorganisa-
tion, such as reorganisation of the police, was being undertaken.
While we do not wish to express any opinion on the necessity for
such reorganisation, we should like to urge the need for caution.
With practically all the available resources earmarked for the plan
or for meeting committed expenditure, administrative reorganisa-
tion involving increase in non-development expenditure should not
be undertaken unless it is inescdpable. Even then, it should be
phased over as long a period as possible. et

iat T i

~189. In formulating the second five year plan and assessing the
resources available for i, the existing revenues of the States and
"the proceeds of future taxation had been fully taken into account,

4 leaving the States without any margin for further commitments.

;

/.

Many State Governments 'complained that, in spite of this, additional
burdens were frequently placed upon them by Central policies.
They mentioned, in this connection, two matters to which we would
like to draw the attention of the Central Government.

190. The first relates to the system of matching grants. *During
the first five year plan period a number o>f schemes invelving such
grants were sanctioned and subsequently incorporated in the plan.
A large number of such schemes have ilso been included in the
second five year plan. The State Governments were unable to
meet their share of the expenditure on these schemes as all their
resources had already been committed for their inescapable expen-
diture for the implementation of the plan. Their difficulty was

eater in the case of schemes outside the plan. In either case, they
found it impracticable to reject the schemes on the ground of want

-y Tegources because of the understandable public eriticism that they

: not taking advantage of these schemss, desirabic 'n themselves

_ w=tnd having the added attraction of a Central subsidy. In the result,

most of them a_ccepted the schemes and ran into revenue deficits.
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on particular commodities or in their incurring additional ex-'
penditure such as on the consolidation of holdings. FExcept when
the amounts involved were inconsiderable, these placed a further
~ strain on the States’ resources and often led to their running into
deficits. There is force in this complaint alsc.

193. Some State Governments compiained that plan schemes
involving Central assistance and included after discussion between
them and the Planning Commission were again subjected to detailed
examination by the Plsnning Commission and Ministries of the
Government of India after they had been elaborated and scrutinised
at the State level and that this frequently resuited in delays in their
execution. We suggest that this matter be looked into by the Union
Government in consultation with the Planning Commission. It is
worth considering whether once a scheme has been accepted in
broad detail and provision made for it in the plan, further scrutiny
and sanction should not be left to the State Governments, subject
to a financial ceiling for each scheme.

s

194, We experienced some difficulty in our study of the revenue
and expenditure of the State Governments arising out of the exist-
ing accounting arrangements. In certain matters, the accounting
- procedure in the States is not uniform. For example, the procedure
for the accounting of payments of compensation to local bodies
varies from State to State. Similarly, there is no uniformity in the
exhibition of {ransactions relating to industries. In certain States,
receipts are taken gross and in others nel, ie., after deduction of
working expenses and depreciation. In some States, transactions
connected with the purchase and sale of fertilisers are shown under
the head “Agriculture” and in others under the head “Co-operation”.
I many States, plan expenditure is inextricably inter-mixed with
normal expenditure so that it is not easv to derive the latter from
the accounts. It is desirable to have one uniform accounting pro-
cedure for all the States and to exhibit the plan expenditure sepa-
‘ratély. We suggest that this matter may be examined in consultation

. with the Comptroller and Auditor General.

195, We were greatly handicapped in our work by the absence
of reliable statistics, particularly those relating to consumption. The
last Finance Commission had recommended that steps should be
taken to compile statistics of consumption of the more important
commodities subject to Union excise but actually very little has been
done in this direction. We understand that the Central Boatrd of
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crores likely to be received by the States under articie 282. With
the levy of estate duiy and tax on railway passenger fares, article
269 is emerging as ar. important source ¢f revenue to the States.
Earlier in Section IIT we have pointed out shat the scope of the work
of the Finance Commission in assessing the needs of the States has
become restricted as a result of the setting up of the Planning Com-
mission. For all these reasons, it is for consideration whether the
time is not ripe for a review of the constitutional provisions dealing
with the financial relations between the Union and the States.

X VIII. Recommendations

| ]
198. Qur recommendations to the President are set out below;—

I. Under article 270 of the Constitut:on—

(a) the percentage of the net proceeds in any financial
year of taxes on income other than agricultural in-
~come, except in so far as those proceeds represent
proceeds attributzble to Union territories or to taxes
payable 1o respect of Union emoluments, to be assign-
ed to the States be 60 (sixty);

(b) the percentage of the net proceeds of taxes on income
which shall be deemed to represent proceeds attribut-
able to Union territories be 1 (one); and

(c) the percentage of the net proceeds assigned to the
- States be distributed among those States as follows:—

State : Percentage
Andhra Pradesh . . . . . Bexz
Assam ‘ . . . . . . 2744
Bihar . . . . . . . 9-94.
Bombay . . . . . . . 1597
Kerala . . . . . . . 364
Madhya Pradesh . . . . . 672
Madras . . . . . . . 3 40
Mysore . . e . . . §14
Orissa . ) . . . . B 373
Punjab . o . . - . . 424
Rajasthan . . . . . . - 4709
Uttar Pradesh . . . . . 1636
West Bengal . . . . . . . 1008

Jammu and Kashmir - . R . . 1413






7

on Ist April 1957, the sums shown in the table below be
charged on the Consolidated Fund of India as grants-in-aid

of the revenues of the States mentioned against them:

State

Andhra Pradesh
Assam

Bihar

Kerala

Madhya Pradesh
Mysore '
Orissa

Pgnjab
Rajasthan

West Bengal

Jammu and Kashmir

(Rupees in crores)

1960-6X 196162

Total

1957-s8  1958-59  1959-60
4 OG 400 4700 4-co 400
375 373 375 4-%0 4°5¢
3'%0 350 350 425 425
175 1'775 175 1-75 175 )
3°00 3-00 3°00 3-00 3400
G-oo 6-02 600 6-C0 600
3:25 3-25 325 350 3-50
225 2-25 2-25 2-2% 2-25
2-50 250 2+50 2.50 2-50
3-25 3-25 3-25 4-75 475
3:00 3°00 3:00 3-00 3-Co
36-25 36-25 36-25 3950 39-50

V(A) With effect from ist April 1957:

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

(2) the

duty in respect of property

land, a sum

other than agricultural

equal to 1 (one) per cent be retained

by the Union as

territories;

proceeds attributable to Union

balance of the net proceeds

be apportioned

between immovable property and other -property in
the ratio of the gross

brought into assessment in that year;

value of all

such properties

“3) the sum thus apportioned to immovable property be
distributed among the States in proportion to the
gross value of the immovable property located in each

State; and
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and repayable on or after 1lst April 1977, be
consolidated into one single loan at 3 (three) per
cent per annum repayable on 31st March 1987;

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

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

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

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

(A) If

each of the additional duties is to be distributed

separately—

(1)

(2)

(3)

a sum equal to 1 (one) per cent of the net proceeds

- of each additional duty be retained by the Union in

respect of Union territories;

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

a sum equal to the balance of the net proceeds of .

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

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

distributed as follows:—

(a) the sums mentioned below representing the
present income of the States on account of sales
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(B) If the total net proceeds of the three additional duties
taken together are to be distributed—
(i) A sum equal to 1 (one) per cent of the net proceeds

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

(ii) a sum equal to 14 (one and one-quarter) per cent of
the net proceeds be paid to the State of Jammu and
+ Kashmir; and

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

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

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

Assam . . 8s

Bihar ’ . . . 130

Bombay . . . - - . . 960

Kerala . . . 9s

Madhya Pradesh . . . . 155

Madras N . '. N . 285

Myosre . . 100

Orissa . . . . - . . . Bs

Punjab . . . . . . 175

Raiésthan . 90 f
Uttar Pradesh . . 575 -
West Bengal . . . R . “ . 280

Total . . . 3250
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XIX, Conclusion

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

-

200. We recommend that the decisions taken by the Government
of India on this report be given effect to from lst April 1857, and all
payments made on the basis of the interim report submitted by us

" be readjusted against the final payments. This will be without
prejudice to the settlemen'--of past arrears, if any. ’

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

. : (Rupees in crores) |
N ‘
Grant
: Grant under
State Shares under substantive Total
. of article porticn of
taxes 273% article
275(1 ]
Andhra Pradesh . . . 8+350 .. 4+00 12750
Assam . . . . . . 275 0-45 4705 725
Bihar . . . . . . " 16400 0-43 3-Bo 14°23
Bombay L. . . . . 14-7s 14°75
Kerala ' 375 1-75 550
Madhya Yradesh 700 .. 3-00 10-00
Madras B-z5 ‘ 8 "25,
Mysore 5-50 6-00 11.50'
Qrissa 4700 009 30 744
Punjab 325 23 5¢
Rajasthan 4°25 50 -
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(Rupees in lakhs)

Share of

1ax on

State railway
fares

Mysore . . . . . . . 66

Orissa . . . P . . 26

Punjab . . . . . . - 120

Rajasthan . . . . . . . 100

Uttar Pradesh . . . . ~ 278

West Bengal . . . . . 94

Total . . . . . . I481

203. We cannot over-emphasise the paramount importance of
States balancing their revenue budgets. We have framed our scheme
of devolution so as to enable them to dec so. With a massive develop-
ment plan under implementation, there is a grave risk of the budget-
ary deficits of the States endangering the country’s economy by add-
ing to the inflationary potential. Now that all expenditure creating
permanent assets are being treated as capital outlay, deficits on cur-
rent account covered by borrowing result in an unfair shifting by the
present generation of its burden to future generations. Development
expenditure should, therefore, be adjusted to the available resources
and States should not run into a revenue deficit even for meeting
such expenditure. We earnestly irust that they will bear this in
mind in shaping their financial policies.
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4. At present three excise duties, viz., those on matches, tobacco
and vegetable products, are divided between the Centre and the
States. The Commission would welcome any comments the State
Governments may have on the existing division and any suggestions
in regard to the future allocation of these or other excise duties.

5. Grants-in-aid under article 273 of the Constitution concern only
the States of Assam, Bihar, Orissa and West Bengal. The Govern-
ments of these States would, doubtless, indicate whether they consi-
der any modification necessary in the arnounts of the grants as they
now stand prescribed and explain their case for the suggested
change, )

6. For determining the States in need of assistance and grants-in-
aid to be paid to them under the substantive portion of article 275 (1),
the Commission would require from all States a forecast year by
year of the estimated revenue and expenditure for the five years
ending 1961-62. This forecast may be prepared in the form appended
to this letter. A number of notes indicating the basis on which the
forecast should be prepared and further details which the Com-
mission are likely to require have been given in this form for guid-
ance.

7. The forecast mentioned in the previous paragraph may be pre-
pared for the State as it is at present constituted. Some of these
States will be affected by the impending reorganisation. These
States should send a subsidiary statement showing the effect on the
revenue and expenditure of the transfer of any area from that State
to other States, separately for each area going into another State.
Thus Bombay will Lhave four subsidiary statements, Hyderabad three,
Madhya Pradesh and Madras two each and Travancore-Cochin one,
The adjustments between the States due to these transfers will be
carried out in the Commission’s office here. We shall also 'make
adjustments for any Centrally adimnistered area and Part C State
merging in the new States by reorganisation. For the purpose of
these statements, it may be assumed that the reorganisation will take
place on the lines proposed in the States Reorganisation Bill as intro.
duced in Parliament. The figures may be subsequently readjusted
in the light of such changes as Parliament may make in the Eill.

_ 8. I shall be grateful if the memorandum and the statements asked
for in this letter are sent to the Secretary to the Commission by the
ist of July 1956 with 7 spare copies.

4. If there is any point on which you require clarification or fur-
s Y cbesndiame wenild von kindlv write to me?
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(c) any amount included for anticipated improvements in revenue or any silowance
made for the abandonment of any existing source of State revenue or the re-
duction in the yield should be explained in derail in supplementary notes,
indicating the amounts involved in euch year. ’ )

4. A statement showing the: recommendations of the Taxaticn Frquiry Com-
mission which have been implemented, the resulting increase in revenue, and the estmai-
ed additional revenue if the remaining recommendations are implemented, should be

attached.

5. [n the expenditure estimates—

{¢) no allowance should be mnade for fresh expenditure on development bur esti-
mates of such expenditure should be given in brackets below each major head

for each year ;

(&) if they include any special item of expenditure, this should be indicated in
explanatory notes ;

(c; provision should be included "or recurring)expenditure on completed schemes
in the first five year plan, which would not form part of the provision for the
second plan. A rough indication of this increased recurring expendituie
included in the forecast may be given year by year ; and

(d) provision should be included for the normal growth of expenditure.

6. Provision for debt services should be confined to interest charges. It should
not include any provision for repayment of amortisation or debt but should include pro-
vision for any obligatory sinking fund in respect of public loans. The amounts so included
in each year should be separately indicated.

7. A subsidiary statement should be attached showing the revenue anc expenditure
of any area, which would be transferred from the existing State 10 & new State in accor-
dance with the provisions of the Siates Reorganisation Bill.

8. A statement should be appended showing year by year the ;otal cxpenlditure on
famine and famine relief in the last ten years and the amount of assistance received from

the Centre by way of supply of foodgrains at concessional prices.

(2) Letter No. OSD.153-157/56, dated the 20th 4pril 1956 from Shri
M. V. Rangachari, Officer on Special Duty, Ministry of Finance,
to the Chief Commissioners of Ajmer, Bhopal, Coorg end Kutch
and the Finance Secretary, Vindhya Pradesh.

-

I enclose a copy of a letter addressed to the Finance Secretaries
of all Part A and Part B States asking for cerfain material to ke
furnished in connection with the work of the Finance Commission.
I shall be grateful if in respect of your State you would also furnish



-2 L

nfortaiion s the dipes asked for in that leiter subject to such
iminlifications as may ve necessary arising out of the present positioa
of your State as a Part O Stai=

> o i A i

(3} Note daved the 20th April 3956 from Shri M. V. Rengachars,
Officer on Speciai Duty, to ihe Covernment of India, Minisiry
nf Funance {Budget Division}.

Will the Budget Tnvision kindly arrange to collect the [ollowing
materizf for the information and use of the Finance Comimnission?
iat A forecast of the revenue and expenditure of the Centrat
Government by major beads of account for the next five
years in the form attached.

{b) A statement showing for each of the five years ending
1955-56 the grants made to the States from revenue with
brief notes regarding the basis on which the grant was
caleulated and the purpose of the grant. (For purposes
of this stalement the payment of the States” share of
income lax and Union excises should not be treated as a
grant.}

{c} A statement showing the capital grants (but not loans),
if any, made to the Stales in the lasi five years and provid-
ed for in the budger for the current year with explanaiions
a3 in (b)Y above,

2. Seven copies of the material assembled may be kept ready
for transmission to the Comission by the end of June 1956,

Forecast of Revenue and Expenditure

(Rupees in lakhsy Y

Head 19st-57  1957-5% 195%-59  1659-60  1960-61 19062

e
o

Kevernie

e L

Poial Revetnie




ya
Forecast of Revenue and Erpenditure—concld,

(Rupeey in lakhs)

Head 1956-57 1957-58 1958-59 1959-60 1960-61 1961-62

-
-

‘Bxpenditure met from
evenue.

|

“Total Expenditure

Surplus
Deficit

NorTEes

Figures should be given by major heads of account.

In the section dealing with revenue, no deduction should be made on account of the
“States” share of income tax or estate duty but a separate statement should be furnished
-giving an estimate for each year of the divisible pool of income tax and the total of the dis-
~tributable amount of estate duty.

N
A statement giving a breakdown by articles of the provision made under Union excise
.duries must be attached.

Brief explanations should be given of any large variations in the revenue estimates
from year o year.

In the expenditure estimates details of the provision included in each year for grants
-to States should be given.

The share of divisible excises payabl: to the States and included in the expenditure
-estimates should be given separately.

As on the revenue side variations in the esiimates of expenditure from year to year
-should be briefly explained. .

Bott the revenue and expenditure estimates should be on the existing level of taxa~
tion and the present scale of normal expenditure. No provision should be included for
fresh development expenditure but an indicat’on should be given in a separate statement
of the magnitude of the expenditure in each of these five years. R

“If the estimates of expenditure in any year include special items, this should be in-
dicated in suitable explanatory notes.

A statement should be added showing the recommendations of the Taxation Enquiry
.Commission which have been implemented and the total annual yield from such taxes
-included in the revenue estimates, An indication should also be given of the #nnual in-
_cTease in revenue that may be expected if the remaining recommendations are implemented,

— R
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(4j Tremaoffcert letier No. OSD-101/56, dated 20th Aprl 1956 jrome
Sareowd U Ronsachari, Offices an Specigi Duty,  Winstry of

Finenoe. to 4l Civil Accountants General and Comptroilers,

We are enpgaged in the collection of preliminary data for the use-
of the Wnaonce Commission which, as you may have seen in the
papers, wild be formally constituted on st June 1956, The patiernr
of borrewing by ithe States from the Centre in receni years is oné
fikely to interest the Commission and they would want information.
ahuut \;hfﬁ! rate of interest and the terms of repayment of the loans
taken from the Cenire by the various States between 15th August
1947 and 3ist March 1956, T shall be grateful if you would kindly
have & statement prepared separately for each year in the form
enclosed with this letter in respect of loans taken from the Cenire
by the State Government whose accounts arve kept by you. These
statements may be compiled and sent s ag to reach us by 30th June
1956 at the latest

2. If there is any point on which you require further clarification,
will vou kindly drop me a line?

Loans from the Ceatral Governmaent iaken between 15th August
1947 and 3lst March 1956,

State of — e
(Rupees in lakhs)

Amount Rate of Date and Balknce on
Purpose of Loan sanctioned Interest terms of 315t March  Remarks
repayment 1956
NoTes

1. A scparate staternent should be prepared for each year.

2z, The purpose of the loan should be brieAy stated qufh as "for Frekya Wappal "
“for Tungathadra®™, “for rehabilitation of displaced persons” “‘for Grew Mere Feed”,
120,
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{0) Letter No. P-TU0-V (Corfidential), dated the 2nd May 1956 from
Shri R. C. Joshi, Deputy Secretary to the Government of Bom-
bay, Finance Department to the Oﬁicer on Special Duty, Minis-
try of Finance.

In its letter No. OSD.135/56, dated 20th April, 1956, the Finance
Commission has called for a forecast, year by year, of the estimated
revenue and’ expenditure for the 5 years ending 1961-62 for the
Bombay State as constituted at present and alsp separately for each
of the four areas into which it is proposed to be split up.

The reorganisation of the State will not only affect the existing
boundaries of the States but will also affect the pattern of revenue
and expenditure in the four areas of the present Bombay State due to
their integration with the neighbouring States. At present, there
is no clear idea of what the administrative set-up in the new States
will be or how the present plan will be divided between the different
areas. [t is difficult to split up the forecast regionwise even on
the assumption that the present set wup will continue since the
accounts are not maintained according teo districts.

In the circumstances, I am to request for further clarification as
1o how the forecast in respect of the four regions into which this
State is proposed to be split up can be worked out,

(6) Letter No. P-709/X-FC-1/56-57, dated the T7th May 1956 from
Shri B. B. Lal, I.C.S., Finance Secretery to the Government of
Uttar Pradesh, to the Officer on Speciel Duty, Ministry of
Finance.

I am directed to acknowledge receipt of your letter No. OSD-137/
56, dated April 20, 1956 asking for certain preliminary information
for the use of the newly constituted Finanee Commission and to seek
<larification on the following points:i—

{a) Note 2 in the form enclosed with your letter suggests that
if the forecast now te be given varies from that given fo
the Planning Commission the variation should be explain-
ed. It is not understood how this can be done since the
forecast intimated to the Commission was in respect of

. the years 1956—61 while that required now would be
- for 1957—62. Also the forecast given to the Commission
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on a year to year basis but in two blocks one
the aggregate estimates for the first two years
other for the next three years, |

~—

71“116 implicati.o? ?f the word ‘Development’ occurring
(3 note 5(a) ibid is not clear. Will all Second Plan ex-
onditure be treated as fresh development expenditure
and shown in brackets separately? If not, what precisely
will be the categories of expenditure which is to be
regarded as ‘fresh expenditure on devuelopment’?

© As regards debt services, it is presumed that interest
payable on public loans raised during the period of the
forecast and provision for obligatory sinking funds for
such loans will also be taken into account. - The forecast
of public loans given to the Planning Commission for the
Second Plan period will form the basis for this purpose.
The amount of loans from the Centre, however, which
may be received from 1956-57, is a wholly undecided and
.unknown factor and will depend on the size of the capital
outlay during the period of the forecast (1957-62) which
may be left uncovered by public loans. Interest charges

on these Central loans will inevitably have to be included
in the forecast.

2.1 am to request that the points mentioned above may kindly
e considered and clarified as early as possible.

N Letter No. OSD/188/56, dated the 15th May 1956 from  Shri
M. V. Rangachari, Officer on Special Duty, Ministry of Finance,
to the Finance Secretary to the Government of Bombay, (copy
with a copy of the letter replied to forwarded to the Finance
Secretaries of Madhya Pradesh, Hyderaqu, Madras and Tra-
vancore-Cochin) .

I am directed to refer to Shri Joshi’s confidential letter No. P-70- .
Confidential), dated the 2nd May 1956 and to state that for
rposes of the Commission it would suffice if any forecast prepared
' the State Government for the States Reorganisation Commission
1 the’ existing pattern of taxation and administration for the various
eas. which are being transferred to other States or constituted into
ew States, is supplied to them.  If no such forecast was prepared

ut past .actua_ls for these areas were collected in consultation with
he Accountant General, these actuals may be supplied.

e e—
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(8) Letter No. OSD-189/56, dated the 15th May 1956 from Shri
M. V. Rangachari, Officer on Special Duty, Ministry of Finance,
to the Finance Secretary to the Government of Uttar Pradesh,
(copy with a copy of the letter replied to forwarded to the
Finance Secretaries of all other Part A and Part B States).

I am directed to refer, to your letter No. P-709/X-F(C-1/56-57,
dated the 7th May 1956 and to state that the replies to the points
raised by you are as follows: —

(a) In view of the disparity pointed out by you it will be
sufficient if any variation between the total figures of
revenue and expenditure for the years 1958-59 to 1960-61
inclusive in the forecast prepared for the Commission and
the figures given for the cqrresponding years to the Plan-
ning Corumission are indicated and explained.

(b) For purposes of the forecast, all expenditure on the second
plan to be met from the Revenue Budget may be treated
as fresh expenditure on development.

(¢) Interest payable on public loans to be raised during the
period of the forecast may also be taken into account. The
total amount of the estimated borrowings and the amount
included in each year for the servicing of the new borrow-
ings should be explained in a separate note. Unless it is

"~ the policy of the Government to have an obligatory sink-
ing fund for all the public loans, no provision need be
included for such sinking funds. Similarly, any provi-
sion made for borrowing from the Centre and payment of
interest thereon may be included and explained.

(9) Letter No. FC.1-B/56, dated Tth June 1956 from Shri H. B.
Bhar, Secretary, Finance Commission, to the Finance Secretaries
of all Part A and Part B States.

Will you kindly refer to our letter No. OSD-135-152/56, dated 20th
April 1956 in regard to the material required for the Finance Com-
mission? '

2, As you may have seen from the paper, the President has made
a formal order constituting the Commission and containing the
terms of reference to them. I enclose a copy of the order for the
information of the State Government.

-



3. With reference to the two terms of reference not covered by

the data asked for v our letter dated 20th Aprit 1396, namely, the

distribution of the net proceeds of the astate duty on property other
ithan agricultaral land, and the review of the tecmus of the  loans

taken by the State Government from the Centre between 15th
August 1947 and 31st March 1956, 1 shall be giad if you Kindly
send self-confained memoranda setting out the views of the State
Covernmeti on these matters,

4. At their meeting earlier this week, the Commission considered
the subsidiary points on which information should be obtained fromi
the State Governmeats. 1 enclose a statement of these points and
1 shall be glad if you kindly arrange to send a ipemorandum
on cach of them separately {or submission to the Commission. In
compiling this memorandum the figures of receipts or expenditure
pertaining to the years 1955-56 and 1956-37 may be based on the
revised and budget estimates respectively of these years. For
States likely to be affecled by the impending reorganisation, separate
figuires may be given wherever possible in subsidiary statements for
the areas litkely to be transferred from the State, as al present con-
stituted, to another State, separately for each such area

5. The additional memoranda asked for in paragraphs 3 and 4
above may be sent with ten copies so as to reach the Comm'ssmns
office on or before 10th August 1956. Ny

LIST OF SUBSIDIARY POINTS

1. Rates of the principal taxes (agricultural income tax, stamps,
motor vehicles, entertainment tax, electricity duty, general sales tax
and other taxes and duties) in 1951-52 and the changes therein from

1952-53 to 1956-57.

9. Basis and rates of land revenue asssessment (including
co

surcharge, special rates, etc.} in 1951-52, and changes during the
period 1952-53 to 1956-57.

3. Excise revenue in 195152, the changes therein and the resulls
of prohibition during 1952-53 to 195(0-5%, and the futrre plans of the
Siate Governments in regard to prohibition

4 Amount of food subsidies from State revenue during each

of the five years frorn 1252-53 1o 1856-57.
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5. Heceipts, payments and balances n the S:ate Road Fund and

the Famine Relief Fund, if any, for each of the year 1852-53 to
1956-57,

6. Expenditure from State revenue in each financial year from
15th August 1947 to 31st March 1957 on aczount of relief and reba-
bilitation of displaced persons.

¥

7. Revenue (indicating separately grants from Government) of
local bodies and expenditure incurred by them on roads, education,

medical and health services in the last three years for which actuals
are available.

8. Mileage of national highways and A, B and C class roads on
st April 1948, 1st April 1952 and Ist April 1956.

9. Strength of establishment under Police (with separate figures
for border pol.ce where such police is rmaintained separately),
General Administration, Justice and Jails on 1st April 1948, ist
April 1952 and 1st Aprii 1956.

10. Number of primary schools, pupils and teachers therein on
Ist April 1948, Ist April 1952 and 1st April 1956,

11. Number of hospitals and dispensaries, total number of heds,
nurses, doctors and midwives, rural and urban separately, on Ist
April 1948, ist April 1952 and 1st April- 1956.

12, The nature of economy measures, if any, carried out by the
State Government in the years 1952-53 to 1955-56 inclusive and their
results.

13. Programme of agrarian reforms in the State, their effect on

revenue and expenditure during 1954-85 as compared with 1947 48
and their probable effects during the period 1957-38 to 1961-82.

14. Financial results of the working of State commercial and
industrial undertakings like road transport, electricity schemes, in-
dustries, etc., for which commercial accounts are maintained, during
each of the years 1952-53 to 1956-37.

15. Grow More Food Schernes—-1952-53 to 1956-57. Give for each

year particulars of (i) gross expenditure, (ii) loans and (iii) grants

received from the Centre. Also give estimated increase in food pro-
 duction over this period. :

16. Position of taccavi and land imprcevement loans-—advances,
recoveries and remissions and write-offs during each of the five years
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upto and inclusive of 1955-56 and total outstandings and overdue
arrears at the end of each of these years.

17, Revisions of pay and allowances of S.ate employees in cach
of the last five years and the conseguent increase in expenditure,

18, Gress experditure on  Community  Projects and  Nstwnal
Extension Service schemes and the amount of grants-in-aid — and
loans separately from the Centre during each of the years 1952-33 1o

1956-57.

18, Ilowalts of cnergy generated in 1948, 1952 and 1956 by (i)
State undertakings (excluding purchases from the Damodar Valles
Corporatiun in the case of West Bengal and Bihar) and (ii) private

underiskings.

20. Gross expenditure or handloom, small scale industries, handi-
crafts, sericullure and khad: and village industries in each of the
years from 1952-53 to 1956-57 and assistance from the Centre by way
of (i) icans and (ii) grants,

21. Particulars of the amounts rveceived from bodies like the
Indian Council of Agricultural Research, Indian Cotton Comm tiee,
Indian Jute Committee, ete., during 1953-54, 1954-55 and 1955-56, the
purposes for which they were received, the expenditlure incurred
against these pgrants and whether any matching expenditure
was incurred from State revenues. If latter, figures of such expen-

diture may be given

22. Particulars of the cesses levied by the State, their purposes,
the total proceeds of each cess, the amounts, if any, thereof trans-
ferred 1o local bodies or spent direclly by the State Government
during 1953-54, 1954-55 and 1953-56.

23, New State enterprises established, or addition to and expansion
of existing enterprises, dur.ng 1952-33 to 1956-57 and those proposed
to be established during 1957-58 to 1961-62. (Only schemes costing
Rs. 10 lakhs and over need be given)

24. Debt position of the State showing the total out-winding deb
to the public and the Cenire on lst Apri 1v5% and 151 April 1957 and
the interesi-yield ng assets held against such debt (see for illustra-
tion the staiement at pages 89 and 99 ol the Explanatory Memoran-
dum on the Central Budgel for 1435-57).
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(10) Demi-official letter No. FC.I-B/56, dated the 29th June 1956
from Shri H. B. Bhar, Secretary to the Finance Commission,
to the Finance Secretaries of all Part 4 end Part B States
(except Bihar),

Wil you kindly refer’ to Shri Rangachari’s letter No.
0OSD-135-152/56, dated the 20th April 1556, wherein the State
Government was requested, inter alia, to submit an annual forecast

of revenue and expenditure from 19536-57 to
. ?;8}‘ T stlss Tom 1961-627 In the letters indicated in the

Shri M. V. Rangachari, margin suggestions for reclassification of

Secretary to the Govern- , . .

ment of India, Minitry certain expenditure from revenue to capital

of Finance, were made to the State Government, We
2. D.O. No. 1 (104)-BIL'ss, understand that your State Governn}ent has
dated 13th December accepled all or most of these suggestions and

1199453]’, Sﬁ:(]:{'r;taf;r] nt?' 31{.; has also given affect to them in the budget

(\.:rlgvgﬂ;nmmfltpl of India, estimates of the current year. I would be

1 ce. - . voat

Hinl T of Tnanee grateful if, whie submitting the forecast of
2. D.O. No. F. 1 (104)-BI1 levenue and expenditure, an indication is

/55, dated 13th October,  pgiven of the amounts for 1956-57, under the

195¢, from Shri H. M. 7 . . . .

Patel, Secretary to the individual major heads of expenditure,

%‘;;f;"‘r‘;‘eo“f‘ r:fﬁﬁnc el'“d"'-" which on account of the reclassifications have

been transferred from revenue to capital. In
case any or some of the suggestions contained in the three letters
mentioned in the margin have not been given effect to in the budget
estimates for 1956-57, the amounts under the different major heads of
expenditure, which could be transferred from revenue to capital in
1956-57, if the suggested reclassification is adopted, may kindly be

indicated.

(11) Letter No. P-1056/X-FC-1/56-57, dated the 9th July 18956, from
Shri B. B. Lal, I.C.S., Finance Secretary to the Government of
Uttar Pradesh, to the Secretary, Finance Commission.

I am directed to refer te Shri Rangachari’s letter No. OSD-189/586,
dated May 15, 1956, and to say that it would appear that even the
differences between the figures given to the Planning Commission and
those that may be given to the Finance Commission for the period
1958-61 would not be easy to explain. The forecast for the Planning
Commission was prepared about two years ago, while the figures
being collected for tl:e Finance Commission have taken the budget

. estimates for 1956-57 as a starting point. ‘This factor in itself is likely

to be responsible for a differenceé in a majority of cases. Moreover,
under several heads, the forecast suggested by the State Government
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was subsequently revised by the Planning Commission on a total five
year basis and the overall forecast thus worked out cannot possibly

be broken up on a year tc year basis except in 2 purely hypothetical
manner. While, therefore, 't may be usefui to explain the important
variations from year to year in the forecast for the Finance Commmis-
sion itself, perhaps a comparison of the forecast prepared for the
Planning Commission with that prepared for the Finance Commis-
sion for a few over.apping years may not be very helpfui. In view
of these considerations, I am to express the hope that the Finance
Commission will not consider it necessary to ask for such variations
for the vears 1958-61 being explained.

{12) Note No. 13(2)-B/36, dated the 18th July 1956 from Shri H. B.
Bhar. Secretary to the Finance Commissien, to the Government
of India, Ministry of Finance, Department of Economic Affairs
and Department of Revenue (Central Board of Revenue).

The Ministry of Finance (Department of Economic Affairs) /Cen-
tral Board of Revenue are aware that the Finance Commission are
required to recommend the prine’ples which should govern the distri-
bution of the net proceeds of the estate duty in respect of property
other than agricultural land. In the distribution itself, the Govern-
ment of India has a minor ‘nterest as it will get only the share per-
taining to the Centrally administered areas. But the Government of
Indja will have to deal with the practical problems involved in the
implementation of any distribution scheme and it should be greatly
interested in the administrative aspects of the question. The Com-
mission would be grateful if the Ministry of Finance, (Department
of Economic Affairs)/Central Board of Revenue will kindly state the
principles which, in its opinion, may be adopted for this purpose.

{13) Letter No. FC.1(4)-B/56, dated the 25th July 1856 from Shri
H. B. Bhar, Secretary to the Finance Commission, to the Finance
Secretary to the Government of Uttar Praedesh. (Copy, with a
copy of the letter replied to, forwarded to the Finance Secretaries
of all the other Part A and Part B States, Ajmer, Bhopal, Coorg,
Kutch and Vindhya Pradesh).

I am to invite a reference fo your letter No, F-1036/3 #(-1/56-57
dated 9th July 1956 and to state that if, on accou v o1 ine ume-lag
between the preparation of the forecasts for the Planning Commis-
s'on and for the Finance Commiseion, there is likelv to be any fairly
subsisntia’ differences between the two forecasts, this should be suit-
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not be possible to compare the annual forecasts for the Finance Corre-
mission with those submitted to the Planning Comm ssion on account
of the latter having allered the figures on a total five-year basis. Itz
view of this, the provisions under the individual heads in the 1956-5T
budget estimates should be deducted “from the totals, of the five
year period from 1956-37 to 1J60-61, agreed to with the Planning
Commission, and the balance amount should be compared with the
totals, under these heads, of the amounts for the four years 1957-58,
1958-59, 1959-60 and 1960-61 appearing in the forecast for the Finance |
Commission. "Variations between these two sets of figures should be
suitably explained.

(14) Letter-No. FC.29(1)-B/56, dated the 24th May 1957 from Shri
H. B. Bhar, Secretary, Finance Commission, to the Finance Sec-
retaries of all State Governments.

I am dirécted to enclose, for the information of the State Govern-
ment, a copy of a letter from the Government of India to the Finance-
Commission intimating two additional references which the Presi-
dent has been pleased to decide should be made to the Commission.

2. In regard to the first reference, namely, that dealing with the-
distribution of the addit'onal duty of excise on textiles, tobacco and
sugar, the Commisston would like to have the following informa-.
tion: —

(a) The rate at which the taxes are now levied on these com-
modities in your State under the State’s Sales Tax Act or
other similar law. ]

{b) The sums realised by the State Government in each of
the last three financial years from such taxes on each
commodity and the basis on which the figures of revenus
have been worked out.

(c) The consumption of each of the commodities in the State

in the last three years and the basis on which this has
been computed. : . '
In furnishing information regsrding collection and con-
sumpition for the States affected by reorganisation, the
figures upto 31st October 1956 may be worked out for the
former States and distributed on a populaticn basis among
the successor States.

{d) The total receipts from sales taxes including sales tax on
motor spirit and tobacco tax, if any.

p—
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3. The Commission would like to have the suggestions of the
State Government in regard to the principles of distribution of the

net proceeds of this additional duty.
4. In regard to the second reference, narnely, the principles ot lhe
distribution of the net proceeds of the proposed tax on Railway fares,

the Commission would like to have the suggestions of the State
Government.,

5. Tt is requesied that the material asked for in this letier may

be seni to reach the Commission’s office by the 30th of June 1957 at
the latest

(15) Letter No. FC.28(1)-B/56, dated the 24th May 1957 from Shri
H. B. Bhar, Secretary, Finance Commission, to the Secretary,
Reilway Board,

I am directed to state that the President has been pleased (o
requested the F.nance Commission to make recommendations to him
as to the principles which =hould govern the distribution, under
article 269 of the Constitution, of the net proceeds of the tax an
railway fares proposed tc be levied by the Railway Passengers Fare
Bill 1957. In this connection the Commission would l.ke fo have the
following information: —

(1) the route mileage {separately for broad, metre and narrow
gauges) of each zone and the distribution of such mileage
among the present States covered by the zone;

(2) the passenger earnings gauge-wise for each rallway zone
in the three years ending 1956-57, and distributed by the
existing States covered by the zone;

(3) the passenger earnings of the zone in those three years
distributed, amongst the existing States, on the basis of
the location of the originating stations in the States;

{4) the passenger miles in each zone distributed amongst the
existing States for those three years. '

The Commission would welcoms2 any suggestiims which the Rail-
way Board might make for the distributton of the nroceeds of  the
tax.

We would be grateful if the required material is sent to us as
early as possible and preferably within a fortnight. The Commission
would also like fo meet an ofi cial of the Railway Minisiry later on.
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(16) Press Note dated 12th July 1956 issued by the Finance

Commission.

The Finance Commission have to make 1ecommendations to the
President on the following matters: —

(i)

(i)

{iii)

(iv)

(v)

(vi)

(vii)

the d.stribution of the net proceeds of income tax between
the Union and the States and the allocation of the States’
share among the States;

the distribution of other divisible Central taxes like Union
excise duties;

the amounts to be paid to the States of Assam, Bihar,
Orissa and West Bengal in lieu of the assignment of any
share of the export duty on jute and jute products;

the principles which should govern the grants-in-aid of
the revenues of the States out of the Consoiidated Fund
of India; )

the States which are in need of assistance by way of
grants-in-aid of revenues, and the sums to be paid to those
States, having regard, among other considerations, to the
requirements of the second five year plan and the efforts
made by those States to raise additional revenue from the
sources available to them; :

the principles which should govern the distribution of
the net proceeds of the estate duty in respect of property
other than agricultural land;

the modifications, if any, in the rates of interest and the
terms of repayment of the loans made to the warious
States by the Government of India between 15th August
1947 and 31st March 1956.

2. At present 55 per cent of the divisible net proceeds of income
tax (other than corporation tax) is assigned to the States and dis-
ributed among thern in the following percentage ratios:

State Percentage .
Andhra 549
Assam 2’25
Bihar G75
Bombay . 17-50
Hyderabad . . . . . . 4°50
. . , . . Lo1r7s

Madhya Bharat
Madhy Pradesh
Madras

5025
956
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Rs. 150 lakhs to West Bengal be pad each year in lieu of the assign-
ment of a share of the export duty on jute. This Commission has to.
consider whether any change in the figures suggested by the first
Commission and accepted by Government is necessary.

5. In chapter VII of their Report, the last Commission formulated
certam principles to govern the payment of grants-in-aid to the States
which they themselves had applied in making their recommenda-
tions. This Commission will re-examine these principles in the light
of subsequent developments and changes in the practice in other
countries, and indicate any changes necessary in them.

6. The Commission have to make recommendations regarding the
States in need of assistance and the sums to be prescribed as grants-
in-aid of the revenues of such States. At present Assam, Mysore,
Oris=a, Punjab, Saurashtra, Travancore-Cochin and West Bengal are
in receipt of general grants-in-aid as a result of the recommenda-
tions of the last Commission. This Commission will re-examine the
financial position of all the States and make recormmmendations to the
President regarding the States ‘n need of assistance and the sums to
be prescribed as granis-in-aid of the revenues of such States. A .
large variety of considerations may enter into the determination of
the needs of the States and these may differ from State to S:ate. The
Commission will also consider the nature of the grants-in-a'd, such
as whether they should be fixed or progressive, general or specific,
conditional or uncond tional. :

In addition to the general grants-in-aid which some of them may
be receiv'ng, Bihar, Hyderabad, Madhya Bharat, Madhya Pradesh,
Orissa, Patiala and East Punjab States Union, Punjab and Rajasthan
are.in receipt of special grzints-in—aid for the expansion of primary
educa‘ion. The Commission will assess the results achieved by the
specific grants gven te these States.

7. The net proceeds of the estate duty on property other tham
agricultural land is now being provisionally distribu‘ed among the
States in the same way as the States’ share of the net proceeds of
taxes on income other than the corporation tax. In other words, it ise
being distributed by the percentage ratios fixed for the States for -
income tay except that the Centre does not retain any portion of the
receipts except those attributable to Part C States. A more
permarent basis of distribution has to be formulated by law of
Parliament. An important issue, in this connection, would be
whether the -dutv should be distributed on the basis uf percentage






APPENDIX II

(See paragraph 4)

THE FiNaNce CommissioNn (MIscELLANEOUs Provisions) Act, 1951,
AS AMENDED RY THE FINANCE CommissioN (MisceLLANEOUS PRo-
visioNs) AMENDMENT Act No. XIII oF 1955.

AN Act

to determine the qualifications requisite for appointment as members
of the Finance Commiss.on and the manner in which they shall be
selected, and to prescribe their powers.

BE it enacted by Parliament as follows:—

1. Short title—This Act may be called the Finance Comm: ssion
{Miscellaneous Provisions) Act, 1951 (Act XXXIII of 1951).

2. Definition.—In thlis Act, “the Commission” means the Finance
Commission constifuted by the President pursuant to clause (1) of
article 280 of the Constitution.

3. Qualifications for appointment as, and the manner of selection
of, members 6f the Commission—The Chairman of the Commission
shall be selected from among persons who have had experience in
public affairs, and the four other members shall be selected from
among persons who 7

(a) are, or have been, or are qualified to be appointed =s
Judges of a High Court; or

(b) have special knowledge of the Finances and accounts o!
the Government;

(¢) have had wide experience in financial matters and in ad-
ministration; or

(d) have special knowledge of economics.

£, Personal interest to disqualify members.—Before appointing a
person to be a member of the Commission, the President shall satisfy
himself that that persen will have no such financial or other interest
as is likely to affect prejudicially his functions as a member of the
Cemmission; and the Presidenf shall also satisfy himself from time
to time with respect to every member of the Commission that he has

mne

&
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cons.deration of the Commission and any person so required shall,
notwithstanding anything contained in sub-section (2) of section
54 of the Indian Income-tax Act, 1922, or in any other law for the
time being in force be deemed to be legally bound to furnish such

information within the meaning of section 176 of the Indian Penal
Code. -

(3) The Commission shall be deemed to be a civil court for the
purposes of sections 480 and 482 of the Code of Crimina! Procedure,
1898 (Act 'V of 1898).

Explanation.—For the purposes of enforcing the attendance of
sw.tnesses, the local limits of the Comrmission’s jurisdiction shall be
the limits of the territory of India.
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the meeting. When a verbatim record is kept the portion relating
to each witness or member shall be agreed with him.

9. No information relating to the meetings or the work of the
Commission shall be furnisbed to the press by the Secretary or any
member of the staff except under the direction of the Chairman.

10. The Secretary of the Commission, under the general direction
of the Chairman, shal be in overall charge of the office of the Com-

mission and shall be responsible .to the Commission for its proper
working.

11. All eemmunications from the Commssion, other than a formal
report, shall be signed by the Secretary or by an officer authorised
hy the Comrmission to sign on his behalf; but no communication bur-
porting to express the views of the Commission shall be issued except
with the prior approval of the Commission obtained at a meeting of
the Commission or, if so directed by the Chairman, by circulation
among the members,

12. The Secretary shall stbmit to the Commission all communi-
cations or proposals relating to the terms and conditions of service
" of the members of the Comrmission or in any way personally concern-
ing a member and shall take no action on such matters except with
the approval of the Commission or the member concerned.

13. The Secretary shall keep the Commission informed from time

to time of all important matters affecting the office of the Commis-
sion.

14. The Chairman or any member of the Commission may direct:
the Secretary to obtain for him any publication, reports, statistics or
other malerial required in connection with the work of the Com-
mission. All such material shall be obtained by the Secretary as
quickly as possible and shall be circulated to all the members of
the Commission for their information,

15. All appointments to gazetted posts of the Commission ssnall
be made with the approval of the Chairman, including appointments

made by transfer from other Governments or Government depart-
ments.

16. All appointments of ministerial staff. including siaff obtained
on transfer from other Governments or Governmen® departmentis
shall be made by the Secretary in accordance with such reneril
directions as may be given by the Chairma::.
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17. All appointments of Class IV officers shall be made by the
Secretary.

18. The provisions of rules 15, 16 and 17 shall be subject to the
condition that in respect of appointments of the personal stafi of
the members of the Commission. the member concerned should be

consulied,

19. The Secretary may grant leave, whether regutar or casual, to
any member of the staiT of the ('lommission bul he shall take the
orders of the Chairman before granting any regular leave t¢ a
gazetted officer. In the case of the personal staff of the Chairman and
members of the Commission, he shall consult them before granting
any leave.

20. The budget and the revised estimates of the Commission shall
be submitted to the Commission {or approval before they are com-
municated by the Secretary to the Finance Ministry.

21. All communications received by the Commission dealing with
the matters on which they have to submit a report to the President
shall be treated as confidential and no part of such communications
shall be comrmunicated to any outside authority é&xcept with the
approval of the Chairman.



APPENDIX IV -

(See paragraph 5)

ORGANISATIONS AND INDIVIDUALS WHO SUBMITTED MEMORANDA AND WHO

APPEARED BEFORE THE COMMISSION AND GAVE ORAL EVIDENCE.

(1) ORGANISATIONS WHICH SUBMITTED MEMORANDA TO THE COMMISSION.
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s

. West Coast Industrialists Association, Kozhikode.

. Assam. Chamber of Commerce, Shillong.
. Assam Federated Chamber of Commerce, Gauhati.

Indian Chamber of Commerce, Calcutta.
Bharat Charaber of Commerce, (Calcutta.
Hindustan Chamber of Commerce, Madras.

. Southern India Chamber of Commerce, Madras.

. Bihar Chamber of Commerce, Patna.

. Bihar Pradesh Congress Committee, Patna.

. Rajasthan Chamber of Commerce & Industry, Jaipur.
. Indian Chamber of Commerce, Mattancheri.

. Orissa Chamber of Commerce & Industry, Cuttack.

. Gujarat Vepari Mahamandal, Ahmedabad.
. Mahratta Chamber of Commerce & Industry, Poona.
15.

Federation of Indian Chambers of Commerce & Industry, New
Delhi.

Gokhale Institute of Public Affairs, Bangalore,
Indian Merchants’ Chamber, Bombay. '
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{2) INDIVIDUALS WHO SUBMITTED MEMORANDA TO THE COMMISSION.

1, Shri Vavilala Gopalakrishnayya, MLA. (Andhra Pradesh),

-Sattenapalli.
2. Shri B. H. Munje, Head of the Departmeni of Studies in
.Economics, Nagpur University, Nagpur.
3. Shri Amartya Kimnar Sen, Professor of Economics, Jadavpur
University, Calcutia.
4, Shri K. V. Subrahmanya Sastri, Lecturer in the Department of
Economics, Andhra University, Waltair.
5. Dr. Sadasiv Misra, Professor of Economics, Ravenshaw ‘Colle-ge,
‘Cuttack.
6. Shri K. S, Venkataraman, Faculty ot Commerce, Maharaja
‘Sayajirao University, Baroda.
7. Shri D. Jha, Head of the Department of Economics, Bihar
IUniversity, Patna
8. Shri S. Thirukkaivel, Deputy Tehsildar. Perambaslur, Madras.
9. Professor S. Kesava Iyengar, Retired Economic Adviser, Hyder-
-abad Government and Director, the Indian Institute of Economics,
Hyderabad.
10. Members of Parliament from Andhra Pradesh:
(i) Shri Kishen Chand,
(ii) Shri H. C. Heda,
(iii) Shri S. C. Reddy, and
(iv) Shri Ahmed Mohiuddin.
11. Shri N. K. Acharya, Advocate, former Legal Adviser, Indian
«Chamber of Commerce, Guntur.
12. Shri P. C. Ghosh, Principal, Goenka College of Commerce and
Business Administration, Caleutta.
13. Shri L. 8. Venkajirao, M.LLA. (Mysore), Treasurer, Mysore
Regional Pradesh Congress Committee, Bangalore.
14 Shri P, Kodanda Rao of the Servants of India Society,
Bangalore,
15. Dr. P. J. Thomas, Member, Rajya Sabha.
16. Shri G. Parameswaran Pillia, former Chiei Serrefary,
Travancore-Cochin, Trivaundrum.
17. Shri Panampilli Govinda Menon, former Chief Minister,
Travancore-Cochin, Trivandrum and Shri A. P. Tdayabhanu,
General Secretary, Kerala Pradesh Congress Committee, Trivandrum.
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{3} ORGANISATIONS WHOSE REPRESENTATIVES APPEARED BEFORE THR CoM-—
_MISSION AND GAVE ORAL EVIDENCE.

Organisations Dare of meeting

1. Assam Federated Chamber of Commerce, 25th October 1956..

Gauhati.
2. Indian Chamber of Commerce, Calcutta. 3rd November 1956..
3. Bihar Chamber of Comrmerce, Patna. - 14th December 1956..
4. Blg,latr Pradesh Congress Commiittee, 14th December 1956..
atna.

5. Rajasthan Chamber of Commerce and 13th January 1957..
Industry, Jaipur.

6. Hindustan Chamber of Commerce, Mad-~ 215t March 1957.
ras.

7. Southern India Chamber of Commerce, 21st March 1947.
Madras. |

8. Gokhale Institute of Public Affairs, Banga- 2nd May 1957
lore. . -



(4) INDIVIDUALS WHO APPEARED BEFORf THF COMMISSION AND GAVE ORAL
EVIDENCE.

Name Date of meeting

1 Professor Kishen Chand, M.P., Hyderabad, 13the February 1957.

2. Shri Ahmed Mohiuddin, M.P.; Hyderabad. Do,
3. Shri H. C. Heda, M.P., Hyderabad. Do.
4. Shri Akbar Ali Khan, M. P., Hyderabad. Do.
s, Shri Vavilala Gopalakrishnayya, M. L. A. Do.

(Andhra Pradesh), Hyderabad.

6. Shri 8. Kesava Ivengar, Director of the 14th February 1957.
Indian Institute of Economics, Hydera-
bad.

7. Shr S. Srinivasa Iyengar, former M.IL.A. 1st May 1957.
(Muysore), Bangalore,

8. Shri H. C. Dasappa, M. P. (Former Do.

Finance Minister, Mysore), Bangalore.
9. Shri L. S. Venkaji Rao, M.LL.A. (Mysore), Do.
Bangalore.

\

10. Shri P. Kodanda Rao of the Scrvants of 2nd May 1957:
India Society, Bangalore.

11, Shri G. Parameswaran Pillai (Former 27th June 1957,
Chief Secretary, Travancore-Cochin),

Trivandrum.
12. Dr. P. J. Thomas, Member, Rajya Sabha Deo.
13. Shri P. Govinda Menon (Former Chief Do
Minister, Travancore-Cochin), Tri-
vandrum.
14. Shri A, P. Udavabhanu, Genera: Secre- Do.

tary, Keral Pradesh Congress Com-
mittee, Triavandrum.
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II.

12,

13.

I4.

15.

PRESS CONFERENCES HELD BY THE

Starion’|
New Delhi
Shillong
Calcutta
Bhubaneswar
Lucknow
Patna

Jaipur
Hyderabad
Madras
Chandigarh
Bhopal
Bombay
Bangalore -
Srinagar

Trivandrum

APPENDIX YV

(See paragraph 7)
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Corinrssic ¥

Dazz

6th June 1956
25th Octoter 1956
3rd November 1956
7th November 1956
6.th December 1956
15th December 1956.
13th January 1957
14th February 1957
z1st March 1957
1st April 1057

11th April 1657
18th April 1957
2nd May 1957

11th June 1957

27th June 1357



APPENDIX V1

{See paragraph 83

CORRESPONDENCE REGARDING INTERPEETATION UF ARTUCLE 2'.75,- 0OF THE
CONSTITUTION,

(1) Letter No. FC.5(6)-A/56, dated the 13th July 1856 from Shri
H. B. Bhar, Secretary, Finance Commussion, to the Secretary

to the President of India

In the terms of reference to the Finance Commission as notified
by the order of the President dated (st June 1956, it would seem that
only the grants under the main part of avticle 275(1) are included.
The Commission is tentatively of the opinion that clause (2) of article
275 covers not only the substantive pact of clause (1}, but alse the
two provisos appended to it

2. If the above interpretation by the Commission of article 275
is acceptable to the President, and if the terms of reference as they
stand are not intended to include grants under the two provisos te
clause (1} of that article, it is requested that the Pres'dent may be
pleased to issue necessary orders ic enable the Commssien to make
recommendations regarding the grants under the provises to article
275(1).

(2) Letter No. F.15(7)-B/56, dated the 16/17th October 1956, from
Shri H. M. Patel, Secretary to the Government of India, Mwnistry
of Finance, to the Secretary, Finance Commission, New Dvif

I am directed to refer to your letter lo the Secretary t¢ ithe
President, No. FC.5(6)-A/b6, dated the 13th July 1958 regarding
the terms of reference to the Finance Cormmm’ssion as notified by the
Order of the President dated the 1si June 1936 and to say that the
presumption of the Commission that elause 4(b) of the Order bhas
reference only to the substantive puart of elause (1} of article 275
of the Constitution is correct. As regards the guestion whether
clause (2} of article 275 covers, nct only the substantive part of
ciause (1), but also the two provisos appended 1o i, ihe I'residend is
advised as follows.
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2. The duty of the Commission to make recommendations to the
President is in respect of grants-in-aid as to which Parliament can
make a law under clause (1) of article 275. It is a cardinal rule of
interpretation that a proviso to a particular provision of a statute
carves out an exception to the main provision to which it has been
enacted as a proviso. The effect of provisos to clause (1) is thus to
carve out an exception to that clause by taking away the power con-
ferred on Parliament under its substantive part, so far as grants-in-
aid covered by the said provisos are concerned. As the payment of
such grants is made obligatory by the Constitution itself, Parliament
is not given any power to make law in respect thereof. Further
these provisos do not even contain any mention about Parliament
making law regarding grants covered by the said proviscs, nor about
the President makirg order in respect thereof. Consequently the
power of the Comimission to make recommendations to the President
under the proviso to clause (2) of the article does not extend to such
grants. '

3. This view was, by implication, accepted by the first Finance
Commission whose terms of reference under article 275 referred only
tc the substantive part of clause (1) of the article. It is reinforced
by practical considerations also. For example, the Finance Commis-
sion can have nothing to recommend in regard to the specific grant
under clause (a) of the second proviso as it involved only an arith-
metical computation. The quantum of the other grants mentioned
in the provisos depends on schemes to be approved by the Govern-
ment of India and it is open to the State to sponsor schemes at any
time and not necessarily once in five years, being the period during
which a Finance Commission is normally constituted under articie
280 of the Constitution. In other words, the approval of the schemes
and the grant of financial assistance for them go together, and since
this is a continuous process, it is but appropriate that these matters
are left to be dealt with between the Government of India and the
Governments of the States without bringing the Finance Commission
into the picture, '

4. The Président? therefore, considers that no order need be issued
asking for the Commission’s recommendations regarding the grants
" under the provigos to article 275(1).



APPENDIX VII
A {(See paragraph 8}

Ixvrerinve REPoRT oF 1HE COMMISSION.

By the order of the President 35.8.0. 1285 dated June 1, {956 we
nave been constituted as the Finance Commission, the second such
Commission to be sel up under article 260 of the Constitution. We
assumed office on the {orencon of the same day.

2 We are now only in the preliminary stages of our study of the
matercial avallable to us. Many States, particularly the re-organised
States, have yel to send us the memoranda and the statistical data
we have called for. W have had discussions onuly with the Govern-
ments of the States of Assam, West Bengal and Orissa. Tt is only
after we have received and consulered all the memoranda and state-
merntts and the discussions with the other State {jovernments have
been completed, that we shall be in a position to formulate our final
recommendations, As these will not be available in time for the
framing of the budgets lor the corning year by the Central and State
overnments, we consider it desiratle to make interim recornmenda-
sions on the basis of which budgets can be framed and provisional

payments may be made.

3 We recornmend that the decisions taken by ihe Government of
fndia on our final report should be given effect to from the ist. April
1257, and all payments made on fhe basis of this report readjusted
against the final payments. Weo wish to make it clear that the
mterim recommendations should not be taken as giving any indica-
tiont of the views of the Commission. We are engaged in a reassess.
ment ol the financial position of the Central and the State Govern-
ments and our final deeisions will depeud upon ths reassessrnent.
The mierim recemmendations should nol, therefore, be considered as
unting us in regard fo the principles of distribution

noany wiay ol

of reveriue or assistance by way of grants-in-aid.

4. At the time the first Finance Commission reported, articles 270,
272, 27501 and 239 Jid not apply to the State of Jammu and Kashmir,
These became applicali> to that State by the Constitution (Applica-

tion to Jammu ard Kashmir) Orvder, 1854, Matters falling under

141
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the provisions of articles 270, 272 and 275(1) were regulate'd by an
agreement executed on the 14th January 1956 between the President
of India and the State of Jammu and Kashmir under articles 278 and
205. This agreement was subject to modification by the President
after consideration of the report of the second Finance Commissjotz.
The Constitution (Seventh Amendment) Act 1956 has repealed
article 278. It has also deleted article 280(3) (¢) by which the Fin-
ance Commission was required to recommend the continuance or
modification of the terms of any agreement entered into by the
Government of India with any Part B State under clause (1) of
article 278. Presumably, therefore, the provisions of the agreement
with the State of Jammu and Kashmir have become inoperative with
effect from the 1st November 1956. It will thus be necessary to
make special provision for the period from 1st November 1956 to
31st March 1957, and we recommend that appropriate action may
" be taken. From 1si April 1957 the State will take its place along
with other States in the all-India scheme for grants-in-aid and the
distribution of divisible Union taxes.

5. In formulating the interim recommendations, we have, as far
as possible, sought to maintain the existing position for the various -
States. In the case of those States which have not been affected by
the States Reorganisation Act 1956, we have continued the percentage
shares of income tax and excise duties as recommended by the first
Finance Commission, subject to the sthall readjustment necessitated
by the inclusion of the State of Jammu and Kashmir in the scheme.
As regards the States affected by the States Reorganisation Act 1956
and the Bihar and West Bengal (Transfer of Territories) Act 1956,
we have adopted the readjusted percentages in relation to income tax
and excise duties as embodied in those Acts read with the order
issued by the President under the latter Act.

6. In our recommendations for grants-in-aid under the substan-
tive portion of article 275(1) to Stales in which' certain former Part
C States have been merged, we have, to some extent, taken into
account the assistance received by these Part C States in the past from
Central revenues to meet their revenue deficits, We have also for
the {ime being rnd without prejudice to our final recommendations‘
trealed the existing grants for the expansion of primary education as
gencral grants. Otherwise, we have continued the existing grants
with the medifications made by the States Reorganisation Act 19568
and by the order issued under section 21 of the Bihar and West
Beniz! (Transfer of Territories) Act 1956,
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wvegetable products may be distributed among the States
.as set out below:

State Percentage
.Andhra Pradesh . . . . . . 892
_Assam . . . . . . . 2-58 >
Bihar . . . . . . . . I1'04
Bombay . . . . . . . I13-59
Kerala . . . . . . . . 3-86
-Madhyz Pradesh . . . . . . 6-17
Madras . . . . . . . . 8-84
Mysocre . . . . . . - 545
Orissa . . . . . . . . 4°17

Punjab . . . . . . . . 4+60
Rajasthan . . . . . . . . 4734
Urtar Pradesh - . . . . . . . 18+00 -
West Bengal . . . . . . . 749
Jammu and Kashmir . _ . . .. . 125

{d) Grants-in-aid in lieu of a share of the export duty on jute

{e)

and jute products—For the States mentioned below the
sums shown against each may be prescribed under article '
273: ’

State : Amotint
’ '~ (Rupees in lakhs)
JAssam - . - . . . . . . .75-00
Bihar . . . . . . - . 72+31
QOrissa . . . . . . . . 15-00

West Benéa_l . . . . .. . 152-69

Grants-in-aid under the substantive part of clause (1} of

article 275 of the Constitution—The States mentioned

below may be paid the sums mentioned against each:
Amorint

State ~ (Rupees in lakhs)

Andhra Pradesh . . . . . . 24

(Assam . - . . . N . . I00

Bihar . . . . . " . . 8o

Bombay-, . - . . I . . I30

‘Kerala . . . . . . . . 41

Madhya Pradesh . . . . . s 251

Malras . - - . . . . . 5

Mysore . . . . . . e . 46

-Qrissa . . . et e . . . 107

Puniad . . . . . . . . 163

Rajasthan . . - . . . . . II§

‘West Bengal . . . . . . . 83

Jemmu and- X ashmir . - . - - 17y
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B

(£} lutes o uoorest and 1oems of cepaynent of loans made tor

Swate Liver ments by the Goverament or India between

the 150 August 1047 and st March 1956.

» We do not coasider i necessary to make any interim recommenda-
tions.

K. SANTHANAM, Chairman..
UJJAL SINGH, Member,

L. 8. MISRA, Member.

M. V. RANGACHARI, Member,
B. N, GANGULI, Member.

H. B. BHAR, Secretary.
New DgrHI,
the 27th November 1956,



YDATES OF DISCUSSIONS WITH STATE (GOVERNMENTS AND REPRESENTATIVES

APPENDIX VIII
{See paragraph 10)

oF CENTRAL MINISTERS.

(1) DaTEs oF DIiscUSSIONS WITH STATE (GOVERNMENTS

Assam

"West Bengal
Qrissa . .

Uttar Pradesh
Bihar
Rajasthan .
Andhra Pr;\éeéﬁ
Madras

Punjab
Madhya Pradesh
Bombay

Mysore

Jammu and Kash-

mir.

Kerala

Dates of discussions at

State Headquartcrsl
21st to 26th October 1556

3oth October to 3rd November
1956.

4th nto 7th November 1956
3rd to 6th Decembef 1956
1oth to 1 5t-h December 1956
1oth to 13th January 1957
11th to 14th February 1957
18th to z218t:March 1957
29th March to 1st April .1957
8th to 11th April 1957

15th to 18th April 1957

28th April to 2nd May 1957

7th to 11th June 1957

24th to 27th June 1957.
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New Delhi
22nd July 1957

23rd July 1957

22nd July 1957
27th Juty 1957
24th July 1957
24th July 1957
25th July 1957
29th July 1957

25th July 1957

26th July 1957

Ist August 1957
20th Iuly 1957

3oth July 1957

3oth July 1957 -



{2y Dares or DiscUssionNs wiTH RFPRESENTATIVES OF {ENTRAL
MINTSTRIES

e

Daies of discussions

Ministry of Finance (Departmeni of Re- 24th September 1956
venue.) st March 1957
16th July 1657

4

Ministry of Community Development . 7} 26th Scptember 1956
' J1oth Julv 1957

Commissicner for Scheduled Castes and  7th January 1957
Scheduled Tribes

Secretary to the Government of India, 16th May 557
Kashmir Affairs

Ministry of Food and Agriculture . rrth July wysgy
Munistry of Education . . . 1lth July sogy
Ministry of Home Affajes, . . . 15th July 1957
Ministry of Railways . . or7th Jaly ey

Ministry of Finance (Department of Eco- 27th July 1957,
nomic Affairs and Department of Ex-
pendirire).
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Ariicle 270--

(1) Taxes on income other than agricultural income shall be
levied and collected by the Gevernment of India and distributed

between the Union and the States in the manner provided in
clause (2).

(2) Such percenlage, as may be prescribed, of the net proceeds in
any financial vear of any such iax, except in so far as those proceeds
represent proceeds attributable to Union tferrifories or to taxes pay-
able in respect of Union emoluments, shall not form part of the
Consolidated Fund of India, but shall be assigned to the States within
which that tax is leviable in that year, and shall be distributed
among those States in such manner and {rom such time as may be
prescribed.

{(3) For the purposes of clause (2}, in each financial year such
percentage as may be prescribed of so much of the net proceeds of
taxes on income as does not represent the net proceeds of taxes pay-
able in respect of Union emoluments shall he deemed to represent
proceeds attributable to Union territories.

(4) In this article—
(a) “taxes on income” does notl include a corporation tax;
(b) “prescribed” means--

(i) until a Finance Commission has been constituted,
prescribed by the President by order, and

(i1) after a Finance Commission has been constituted,
prescribed by the President by order after considering
the recommendations of the Finance Commission;

(¢) “Union emoluments” includes all emoiuments and pen-
sions payable out of the Consolidated Fund of India in-
respect of which income tax is chargeable.

Article 272~
Union duties of excise other than such duties of excise on
medicinal and toilet preparations as are mentioned in the TUnion
List shall be levied and collected by the Government of India, but,
if Parliament by law so provides, there shall be paid out of the
Consolidated Fund of India te¢ the States to which the law imposing
the duty extends sums equivalent to the whole or any part of the
net proceeds of that duty, and those surus shali be distributed among
those States in accordance with such principles of distribution as
may be formulated by such law.
417 M of F—10.




Article 273—

(1) There shall be chargeu on . Consolidates Fundd ol india in
each year as granis-ip-aic = th _ovaonies of 7o Stides of Astam,
Bihar, Orissa and West Bop ai, in fisu of assignment of any shire
of the net proceeds in each yeur  f export duty ot jule and juce
products to those States, such sums os may be Jrescribed. )

(2) The sums so prescosibed shall cerntinue to be charged on the
Consolidated Fund of [adia so long as any expori diaty on jute or
jute products continues to be levied by the Government of india or
until the expiration of ten years from the commencement of tais
Constitution, whichever is earlier.

(3) In this article, the expression “prescribed” has the same
meaning as in article 270, '

Article 275—

(I) Such sums as Parliament may by law provide shall be charged
on the Consolidated Fund of India in cach year as grants-in-aid of
the reven'ue"s‘of such States as Parliament may determine to be in
need of assistance, and different sums may be fixed for different
States:

Provided that there shall be paid out of the Consolidated Fund
of India as grants-in-aid of the revenues of a State such capital and
recurring sums as may be necessary to enable that State to meet the
costs of such schemes of development as may be undertaken by the
State with the approval of the Government of India for the purpose
of promoting the welfare of the Scheduled Tribes in that State or

» rofsing the level of admin'stration of the Scheduled Areas therein
- to that of the administration of the rest of the areas of that State:

A

s

Provided further that there shall be paid out of the Consolidated
Fund of India as grants-in-aid of the revenues of the State of Assam
sums, capital and recurring, equivalent to— '

(¢) the average excess of expenditure over the revenues
during the two years immediately preceding the com-
mencement of this Constitution in respect of the adminis-
tration of the tribal areas specified in Part A of the table
appended to paragraph 20 of the Sixth Schedule; and

(b} the costs of such schemes of development as may be
undertaken by that State with the approval of the Gov-
ernment of India for the purpose of raising the level of
administration of the said areas to that of the administra-
tion of the rest of the areas of that State.

e
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(2) Until provision is made by Parliament under clause (1), the
powers conterred on Parliament under that clause shall be exgrmsr
able by the President by order and any order made by the President

under this clause shall have effect subject to any provision so made
by Parliament;

Provided that after a Finance Commission has been constituted
no order shall be made under this clause by the President except
after considering the recommendations of the Finance Commission.

Article 278%-—

(1) Notwithstanding anything in this Constitution, the Govern-
ment of India may, subject to the provisions of ¢lause (2), enter inlo
an agreement with the Government of a State specified in Part B
of the First Schedule with respect to—-

(a) the levy and collection of any tax or duty leviable by the
Government of India in such State and for the distribu-
tion of the proceeds thereof otherwise than in accordance

with the provisions of this Chapter;

(b) the grant of any financial assistance by the Government
of India to such State in consequence of the loss of any

revenue which that State used to derive from any tax
or duty leviable under this Constitution by -tt{e Govern-
ment of India or from any other sources; '

(¢) the contribution by such Slate in respect of any payment
made by the Government of India under clause (1) of
article 291,

and, when an agreement is so entered into, the provisions of this
-Chapter shall in relation to such State have effect subject 1o the
terms of such agreement.

(2 An agreement entered into under clause (1) shall conlinue
in force for a period not exceeding ten vears from the commence-
ment of this Constitution:

Provided that the President may at any time after the expiration
of iive years from such commencement terminate or modify any
such agreemeni if zf.. v consideration of the report of the Finance
Comimission he thinks it necessarv to do so.

“Hepealud by the Constitirion {Seventh Amendment’ Act, 1956,
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Article 230—

(I) The President shall, witlin “we L 2ar8 froo the cominonce-
ment of this Constitutior and ther &2 :p the sxoiration of everv
fifth year or at such earlier tirre ss the President considers neces-
sary, by order constitute a Finsnce Commission which shall consist
of a Chairman and four other members to be abppointed by the
President.

(2) Parliament may by law determine the quelifications which
shall be requisite for appointment as members of the Commission
and the manner in which they shall he selected.

(3) It shall be the duty of thae Commission to make recommen-
dations to the President as to—

{a) the distribution between the Union and the States of the
net procceds of taxes which ar: to be, or may be, divided
between them under this Chapter and the allocation

- between the States of the respective shares of such
proceeds;

(b) the principles which should govern the grants-in-aid of
the revenues of the States out of the Consolidated Fund
of India;

*(c) the continuance or modification of the terms of any
agreement entered into by the Government of India with
the Government of any State specified in Part B of the
First Schedule under clause (i) of article 278 or under

- article 306; and

*(d) any other matter referred to the Commission by the
President in the interests of sound finance.

(4) The Commission shall determine their procedure and shall
have such powers in the performance of their functions as Parlia-
ment may by law confer on them.

Article 281 —

The President shall cause every recommendation made by the
Finance Commissicn under -the provisions of this Constitution
together with. an explanatory memorandum as to the action takem
thereon to be laid before each House of Parliament.

*Sub-clause (c) omitted and sub-clause (d) relettered (¢) by the Constitution
(Seventh Amendment) Act, 1956.



. Article 306%-- v

Notwithstanding anything in the foregong provisions of this
Part or in any other provisions of this Constitution, any State speci-

fied in Part B of the First Sckedute which before the commence-
ment of this Constitution was levying any tax or duty ol 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 Covernment of India and* the
Governmen! of that State, continue to levy and collect such tax or
duly subject to the terms of such agreement and for such period not
exceeding ten years from the commencement of this Constitution
as may be specified in the agreement.:

Provided that the President may at any time after the expiration
of five years frem such cornmencement terminate or modify a.‘.y
such agreement if, after consideration of the report of the Finance
Commission constituted under article 280, he thinks il necessary to

do so.

*Repealed by the Coastituiion {Seventh, Amendment Act, 1956.




APPTNDIX X

(See table in paragraph 125)

LETTER FROM PLANNING COMMISSION REGARDING ESTIMATES OF REVENUD
FROM ADDITIONAL TAXATICN DUNING SECOND Five Yrar PLAN PERIOD.

Demi-official letter No. PC. (P)77/56, dated 6th September 1957 from
Shri Tarlok Singh, Joint Secretary, Planning Commission,
to the Secretary, Finance Commission,

Will you kindly refer to your letter No. F'C. 6(2)-B/56, dated the
9th August, 1957 ? We have no objection to use being made of the
estimates prepared by the Economic Division of revenue from
" additional taxatien during the Second Five Year Plan for the
various States as reorganised. We would, however, like to point out
that these estimates were prepared in November, 1556. At that
time there were no means of obtaining the estimates of the States
concerned. Secondly, the estimates were not discussed with the
States as they were prepared primarily for the internal use of the
Planning Commission. In the third place, it has been the intention
of the Planning Commission to arrange for a further round of dis-
cussions at which various financial estimates connected with the
State plans would be reviewed. It is requested that if in the report
of the Finance Comrinission a reference is to be made to the estimates
of the Economic Division, the qualifications which necessarily
circumscribed these estimates may kindly be indicated briefly.
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APPENDIX X1

TELEGRAM FROM UNI0N FINANCE MINISTRY HEGARDING PROPOSALS TO
GRANT INCREASE [N €MOLUMENTS OF EMPLOYERS OF STATE (fOVERN-
MENT:S.

(See paragraph 1856)

Copy of Secret Telegram No. 33432, dated the 20t Februoary 1857

Jrom Union Fumance Ministry to Chief Secretaries of all
State Governments.

Reference Government of India, Ministry of Finance, Seeret
letter No. 17(31)-ET11/56, dated the 12th January 1957 regarding
proposals {o grant increases in emoluments of employees of State
Governments,

Pare Two~-After examination of replies from States the Central
Government have decided to grant assistance to such  States  as
would implement above proposals to the extent and under the con-
ditions referred to in succeeding paragraphs. State Governments
should formulate their own schemes and issue sanctions i each
case on their own authority. 'The proposals are not to be viewed as
a Centraily sponscred scheme.

Para Three—An increase in emoluments preferably in the form
of an ad hoc addition to existing rates of dearness allowance may
be made upto rupees twelve per month in each individual case to
employees of State Governments and local bodies whose total emo-
luments, i.e., pay plus dearness allowance after the increase will not
exceed rupees one hundred.

Para Four.—Following basic conditions to be observed in sane-
tioning these proposals:—

{a) Industrial employvees are excluded from scheme.

(b) Primary school teachers including teachers in aided
primary schools who are covered by the scheme of the
Central Education Ministry, vide their D.O. No. 3-47/55.
C.U. dated the 29th February, 1956 and letter No. F. 39. 27/
56-B.1. dated the 10th Oectober 1956 will be covered hy
these proposals to the exient of the difference he! ~om
this and the Education Ministry scheme

(c) Inereases in emoluments already granted by the Sio-
since lst April 1956 including those due to revision of pay
scales or amalgarnation of cadres since re-organisation witl
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(STATISTICAL TABLES)













1. Summary of Budgetary Position of States

Rupees in jakhs}

195152 T952-53  I953-34 . 195435 1955-56

ANDHRA
Toral REVENITL

Dediief
(£ Share of Central Income
Tax . . . .
(i) Share of Union Excise
apies .
(1) Grants-in-aid
fa) atutory
{8y Other granis

NET REVENUE
Toral EXPENDITURE

Surplus {-+;
Deficit {-—)

ASSAM

ToTAL HREVENLUE . . 11,29 14,28
Deduct—~
() Snare of Central Incomre

Tax 1,57

(i) Share of Union Exvise
Dhuties . . .
(i) (Girants-1n-zid
{a) Srarutory
{4 Other grants

NEI REVENUE

T'0TAL EXPENDITURE

Surpius {-)
Deficit (=)

TFoTAL KEVINUE
Dedueci-—
{3 Share of Cenral Income
1'ax . .
(iy Share of Union Txuise
IDusies . . 2,05
(itr) Graats-io-axd
{a) Draturory . . z s 61 .39
(#) Other grants . ‘ 5.3 1,08
NET RIVENTE . . . 21, 24,00

“ToFAL EXPENDITURE . . R aoTI
Surplus (43 1 . e E 28,30
[leficit (=) [
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Summary of Budgetary Position of States—contd.

Deficit ()

(Rupees in lakhs)
1951-52 1952-53  1953-54  1954-55 T1955-56
BOMBAY
‘TOTAL REVENUE 60,51 59,79 71,55 77,25 84,12
Deduct—
() Share of Ccutral Income
Tax 10,99 10,67 10,76 10,39 10,24
(#) Share of Umon Exc1sc
Duties . . . . e 1,82 1,72 1,68 1,84
(##) Grants-in-aid
(a) Statutory 1,43 g 13 28 28
(&) Other grants . 65 1,27 2,32 1,47 3,61
NET REVENUE . . 47,44 45595 56,62 63.43 €8,15
TOTAL EXPENDITURE . . . 59,88 65,79 67,53 65,43 74,26
Surplus (43 . . ~~12,44 —I9,84 —I0,91 —2,00 —6,11
Deficit (—) : ‘
HYDERABAD
ToTAL REVENUE . . . 29,87 26,74 25,56 27,41 26,76
Deducr—
(f) Share of Central Income
Tex . .. 2,47 2,50 2,67 2,63
() Share of Umon Exc:sc
Duties . . . . 95 90 87 ~ 95
(#7) Grants-in-aid .
(a) Statutery . . 1,20 € 23 28 36
(b) Other grants . . 96 2% 16 59 1,20
NET REVENUE . . . 27,71 22,08 21,77 23,00 21,62
TOTAL EXPENDITURE } . . 26,79 23,48 24,08 25,608 26,94
Surplus (4) . - +92 —5C —2,31 —2,65 —5:32
Deeficit (—)
MADHYA BHARAT
ToTAL REVENTL . . . 11,30 11,62 14.30 14,867 16,77
DPeduct—
(:) Sharc of Ccntra] ]rcomc ,
- -] 96 97 1,04 1,03
(v) Shnrc o:[ Umor Exr.'lse
Duties . . . . 40 3l 37 41
) Gre nts—m—md
{a) Stntory . 4 £ 16 .25 24
(b} Othier grants is 17 as 1,22 1,18
NEeT KEVENUE 11.0f 10.01 12,44 11,98 13,97
ToOTAL EXFENDITURE . 15,32 12,07 13,67 14,05 18,25
Surphus () } . . —7 —2,06 —23 —2,07 ] —4,34






‘ V\
Summary of Budgetary L%ositiou of States—contd.
(Rupees in lakhs)

1951-52  1952-33  1953-54  I954-55  1955-56

Al

ORISSA
TOTAL REVENUE . . . 11,96 12,62 12,27, 13,99 16,11
Deduct— '
(%) Share of Central Income
Tax . . . . 1,57 2,08 2,09 2,08 2,17
(i) Share of Union Excise
Duties . . . ‘e T4 72 68 75
(is51) Grants-in-aid
(@) Staratory . . . 7 1,12 1,28 1,45 1,66
(¥) Other grants . . 59 60 22 1,36 3,25
NET REVENUE . . . 9,05 8,08 796 T, 842 8,28
ToTAL EXPENDITURE . . 10,50 15,23 12,76 15,02 22,85
Surplus (+) <. 1,45  ~3,17  —480  —§60 —I457
Deficit (—)
PEPSU
Toral REVENUE . . . 6,09 6,17 6,98 - 7,63 9,08
Deduct—
(f) Share of Central Income
Tax . 15 41 42 45 44
(it) Share of Umon Exc1se
Duties . .- .. 34 16 18
(#1f) Grants-in-aid
{a) Strntory . . .. .. 5 6 17
(b) Other grants - 19 8 21 46 1,12
NET REVENUE . . . 575 5:68 5,96 6,50 7.17
ToTal EXPENDITURER - . 4,66 4,41 6.43 8,59 10,29
Surplus (+) 7
Deficit (—) J . . +1,09 —“-27 —-—47 —2,09 —13,12
PUNTAB
TOTAL REVENUE . . . 17,56 18,04 20,20 22,30 24,20
Deduict—
() Share of Central Income
Tax . . 2,88 2,06 2,08 1,93 1,90
(if) Share of Umon Exmse
Duties . N . . .. 64 61 59 65
(iir) Grants-in-aid
{(a) Statutory . . .. 1,27 1,44 1,48 1,54
(b) Other grants . . 26 10 48 1,58 2,53
NET REVENUE . . . 14,42 13,97 15,59 16,72 17,58
TOTAL EXPENDITURE . . 14,75 15,49 18,16 19,11 26,18
Surplus (+) . . —33 —1,52 —2,57  —2,39 — 8,60

Deficit (—)
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Summary of Budgetary Position of States-—contd,
i {Rupees in lakhs)

e i 58 5 L P R T e L 1

195152 19352~53 rg53-54 15455 195556

RKAFASTHAN
ToTaL REVENUE . . . Fis,s1 £3,74 8,77 22,20 . 23,42
Deduct—
(f) Share of Central Income
Tax . . . . 3 1,92 1,94 2,08 2.05
(if) Share of Union Excise |
_]?uncs . . . . . 77 73 71 78
(:'n() )Granrs-in-a_id .
a) Starutory . . 5 5 2 2 9
(b) Other grants . . . 18 G.é 2?;1 12),6
NET REVENUE a . . 15,33 15,22 15,26 16,28 18,84
TOTAL EXPENDITURE . . 15,71 15.93 18,08 20,16 22,54
Sl;glz}l.ls Ei% } . . —1f —1 —-2,82 3,88 —1,70
SAURASHTR A
TotaL REVENUE . . . 7,52 9,81 10,64 12,39 1148
Deducr—
(i) Share of Ceniral Income
Tax . . P .
(#) Share of Union Excise
Duties . . . .
(1'1'{) quants—in-aid
a) Statutory . . 3,00 3,15 3,16 8,16 3.18
(b) Other grants . . 5 29 40 1.93 2,46
NET REVENUE ) . . 4,47 6,39 7,08 7,30 7,81
Tota BXpENDITURE L7 8,55 11,70 8,37 12,11 15.72
Surplus {+) } T B A N S R
Deficit )
TRAVANCORE-COCHIN
ToraL REVENUE o« - 17.91 16,63 16,87 17.51 18.64
Deduci— . -
() Share of Central Income
Tax . . . . .. .r . . 0t
(@) Share of Union Escise
Durties . B . . i
() Grants-in-aid 3 2
(a) Sratutery - . 3,63 3,50 3525 2,26 311Z
(b) Other granrs . . - 7 e z ’
NET REVENUE- . 14,28 13,06 13,52 14.05 14,42
-TOTAL TXPEXDITURE . . 12,73 15,61 14,34 12,43 16,35
+ 1,55 —2,55 —82 B R —4,93

Surplus(-+)
Deficit (~—)
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Summary of Budgetary Position of States—contd.

(Rllpees in ]ak.hs}

A e e

fgsI-52  1952-53 1953 54 1954-55 I955 56

UTTAR PRADESH

TOTAL REVENUE . . . 51,51 57,91 72,40 74,34 80,03
Deduci—
(¢} Share of Central Income
Tax . . 9.42 9,56 9,64 9,35 9,22
(u') Share of Umcm Excise '
Duties . . . e 3,20 3,03 2,95 3,23

$1:))] Grants-m—ald
(a) Starutory .

(8) Other grants - . . 92 1,23 2,14 3.59 5,78
NET REVENUE . . . 41,17 43,92 57,59 58,45 61,85
‘Toral. EXPENDITURE . . 148,88 58,06 63,00 66,54 72,73

Surplus (4 . . —7,71 —14,14 —41 —8,c9 —I0,88

Deficit (—3 ’ K ’ ’

WEST BENGAL -

ToTAL REVENUE . . 38,29 37,17 37,80 42,35 - 50,01
Deducr—
(z) Share of Ccntra] Incomc .
Tax . 7,06 - 6,86 6,92 6,68 6,58
() Share ot’ Umon Excxse :
Duties . . . 1,26 1,19 1,16 1,27
(isi) Grants-in-aid .
(@) Statutory . . 1,56 2,30 2,40 2,42 2,46
(b} Other grants . . 31, . 49 88 2,48 4,66
NEeT REVENUE . s . 29,36 26,26 26,41 29,61 35,04
ToTAL EXPENDITURE. . . 37,01 38,52 44,42 48,28 60,10
Surplus { +3 . . —7,65 12,26  ~-I18,01 ~—18,67 —2%5,06
Deficit (—, ‘

JAMMU AND KASHMIR

ToTAL REVENUE . . . 4,60 4.97 4,89 5,15 5,67
Deduce—
{f) Share of Ccntra.l ]ncome Co®
Tax . . .o e .e .o
(#i) Share of Umon Exasc
Duties . o . o . cs
(m? Grants-in-ard
a) Staruiory . . . .. . . . e
(b} Other grants . . 1 o . 2,42 2,67
NEeT REVENUE . . . 4,59 4.97 4,89 2,73 3,00
ToTAL EXPENDITURE . . 4,74 4,75 4,85 4,73 5,39

Surplus () . R —I5 J22 +4 —2,C0 —2,30
Deficit (—) ‘ -






' Summary of Budgetary Position of States—concld

dou

ES

{Rupees in lakhsy

ToTAL REVENUE . . .

Deduct—
(#) Share of Central Income
Tax . . .

(##) Share of Union Excise

Duries .y . .
{#i1) Grants-in-aid

(@) Statutory - . .

(k) Other grants . .
NET REVENUE . . .
ToTAL EXPENDITURE . .

Surplus{4-)

Deficit {(—)

TOTAL REVENUE

Deduct—
() Share of Central Income
Tax . . - .
(fi) Share of Union Excise
Duties . . ¢ .

(f1¥) Grants-in-aid
{a) Statutory . .
(»; Other grants . .

NEeT REVENUR . . .
ToTraL EXPENDITURE . .
Surplus{+) . .

Deficit (—}

1951-52  I952-53  I953-54  1954-55  1955-56
VINDHYA PRADESH

2,51 2,27 4,60 4,21 553

- 2 2,21 135 2,40]
2,51 2,25 2,39 2,86 3:13
2,18 2,71 3,65 471 594
+33 —46 —I1,26 —I,85 2,81

KUTCH}

49 29 40 36 4z
49 29 o 4e 36 4z
Bz - 121 1,06 1,58 AL17
—38 —02 =Gk —32 —75



2. Revenue and Expenditure of Union and State Governments from

1948-49 to 1955-56.
{Rupees in lakhs)

e . i o =, LR T R T S

Revenue Expenditure SUTDIUS (4)

Year or |

Deticit (——)

Union States Union States Union States

1948-49 . . 3,71,70 254,64 320,86 2,37.69 + 50,84 416,95
1649-50 . 35038 28601 3ITI2 27485 +3327 HIn66
Tgso-51 . o 406,58 3,84,76 347,25 3,79:24 56,33 + 5,52
195I-52 - . 514,37 4,12,92 3,84,91 4,60,37 = 1,20.46 + 12;55
1552-53 C o+ #3482 42845 39407 42772 -Haess +73
1953-54 . . 415,58 4,43,64 4,06,42 422,23 ~+g,16 G 2141
1954-55 S e 45577 {50387 42L44 49978 43433 +4.00
1955-56 - » 503,90 564,46 4,62,70 596,86 41,20 —32,50

- Notes: (1) State figures include these of Coorg for all years, of Ajmer, Bhopsl,
Kutch, Vindhya Pradesh snd Part ‘B’ States frem 1950-51 and of Jammu and
Kashmir from 1951-52.

{2) Central figures include those of Ajmer and Kutch for 1548-49 and i949-50.

(3} Union duties of excise distributed under artiele 272 of the Constimticn and Central
grants are shown #s expenditure of Union ; they are included in the revenue of
Siates,
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3. Composition of Revenue and Expenditure met from

1948-19

R 1949-50 1950-5% I951-52
Revenue—
ustoms . I,26,16 1,24,71 1,57,15 2,31,69
Union Excise Duties . 50,63 67,85 67,54 85,78
‘Taxes on Income ,81,76 1,61,12 1,73,22 1,87,6C
af which ’
Corporation tax 62,26 39,53 40.49 I 41,41
Taxes on Income
other than Corpora-
tion tax, 1,19,59 125,59 1,22,73 1,46,19
Railways (2) . 7:34 7,00 6,50 6,93
Posts nad Teiegraphs(a 2,36 2,38 3,98 3.43
Currency and Mint 12,63 11,22 12,27 11,30
Other Heads 32,61 21,87 37,52 41,50
Deduct—
States® share of In-
come Tax| —41,79 —45,76 — 47,52 —52,86
ToTtaL 3,71,70 3,50,3¢ 4,10,66 5:15,37
E cpenditure—
Defance Services (Net) 1,46,05 1,48,86 1,64,13 1,70,96
Direct Demands on Re- :
venue . 8,62 13,90 12,50 16,23
of which
Union Excise Duties e R
Debt Services (Net) (5) 42,53 39,43 37,36 39,00
Civil Administration 35,56 39,30 48,80 53,67
Civil Works (¢} 6,61 6,573 10,38 11,36
Contributions & M1scel-
laneous adjustments N
between Central and
State Governments 2,96 2,96 15,59 17,31,
. Miscellaneous 56,89 52,44 52,88 63,14
of which
Expenditure on dis-
placed persons 3.45 - 12,28 8,74 13,12
Extraordinary Items 19,45 11,54 7,03 10,91
of which
Expenditure on
Community Projecgs.
National Extension
Service and Local
Development Works .. .
Other Heads . 2,19 2,16 2,77 2,69
ToTAL . 3,20,86 3,017,112 3,51,44 3,87,27

{a) Net Contribution to Central Revenues.
r4) Bxcludes additionad pavment to

(&) Includes Appropriation for Reduc-
States of Rs. 420 lakhs.
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5(a). Composition of Revenue of
Percentages to the Total Revenue of respective States are given

Sales
Agricul- Land State Stamps  Registra- Texes
tural Revenue Excise Tion (includ-
Income ing
Tax sales taxes
' on motor
SPIirit)
Andhra .
Assam . . 09I 181 121 29 5 99
8-1 160 107 26 o4 §-8
Bihar . .« 56 145 519 224 63 422
2-0 I 184 79 242 I4°9
Bombay . . .e 614 92 414 31 1259
1o-2 I3 6:8 05 20.8
Hyderabad . . 10 482 946 L3 8 106
043 Y61 317 I-7 03 35
Madhya Bharat . .- 253 185 41 2 92
. 224 64 36 0-2 81
Madhya Pradesh . 439 256 107 24 265
. 193 Ir-z 47 Ir 116
Madras . . 657 41 454 110 1689
. Ir-z o7 77 i-9 28-7
Mysore . . 131 207 46 10 160 ’
. 83 147 33 o-7 113
Orissa . . I3 103 200 69 12 126
I-I &6 I6-7 5+8 I-0 106
Pepsu 90 235 19 4 50
. 148 386 L F o6 8.2
Punjab 198 278 59 9 192
I7+3 Is-8 - 34 o5 I10-¢
. Rajasthan . . . 315 299 47 4
. 203 193 30 03
Saurashtra . ¢ e 152 17 23 9 23
. 20.2 22 31 P &F 37
Travancore-Cohin 99 71 240 89 30 244
55 40 13-4 50 Iz 13-6
Uttar Pradesh . 100 758 632 234 27 " 528
I-9 I4:7 | 123 {5 05 103
West Bengal . 64 210 672 203 45 672
7 55 175 77 I-2 75
Jammu and Kashmir - 62 22 6 5
2 . I35 4-8 I3 I-r
Ajmer . - . .o -3 32 5 . .
) s 59 62-7 .8 e
‘Bhopal . P 44 18 2 . .
e 478 196 22 .
Coorg . . 3 4 11 L2 . 1
_ 4'9 . 66 180 33 . -6
Vindhya Pradesh . . 83 31 ] 19
.r 331 I2°3 24 w6
Kutch . e e 31 4 2 .- .
633 8-1 FED¢ .
ToTaL . 436 5026 5058 2222 393 54l
Ir 12-2 I2+2 5 ¢ I-0

-~
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5(b). Composition of revenue
Percentages to Total Revenue of

Sales
Taxes
Agricul- Land State Stamps Registra- (including
rural Revenue Excise tion sales taxes
Income on motor
. Tar spirit)
Andhra . . . . oe .. .
Assam] . 108 204 120 30 5 104
76 I4°3 84 2+ 03 73
Bihar 46 235 471 237 60 413
5 79 I5-6 7 20 13°7
Bombay . . R 600 95 387 29 1187
. 10-0 I6 6 05 I9-8
Flyderabad . . 3 435 856 55 b 185
- 0-I° 16+ 3 32:0 2 03 7:0
Madhya Bharat . . 324 147 39 I 101
. 279 12°6 2 o°r 87
Madhya Pradesh .+ .. 516 254 007 23 254
.. 2r-8 Io-z 4 Io 1o-7
Madras . v e e 600 47 452 101 1493
Io ¢ 08 7 17 257
Mysore B . 129 18¢ 44 10 138
8-6 I2:0 2 o6 92
Orissa . . 6 114 181 76 12 128
‘ o5 90 I4-3 6 I:0 Io-r
Pepsu . . .. 101 196 19 4 56
. I5-4 3r-8 3" 06 8-r
Puanjab . - 191 229 62 9 193
L ‘e Io-6 I2'7 3 o5 107
Rajasthan . .e 408 236 sI 2
.. 225 13-0 2" oI ,
Saurashtra . . 290 9 21 7 23
298 o-9 2° , 07 23
“Travancore-Cochin 96 72 243 83 27 224
‘ 58 403 I4:6 5 I6 I35
Uttar Pradesh 71 1161 597 248 27 489
1- 20-r 103 4. 05 84
West Bengal . 61 205 576 B3 45 629
16 35 155 7 12 I6-9
Jammu and Ksshmir ., 74 23
. 149 46 I 0-6
Ajmer . . e 4 26 4 .
. 19 Iz-r I
Bhopal . . R 43 15 2 e
. 2r-1 74 I
Loorg . . T4 4 11 3 T
CI6 g6 Iz-z 3 Ir
Vindhva Prade:h 578 28 6 16 )
. 344 Iz-3 2- 7I
Rutch - 13 4 4 1
478 13-8 r3: 35 .
Toz SOA 550= 4544 2222 371 5635
- oy 13§ 106 5 09 F3-2
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5{¢). Composition of revenue
Percentages to Total Revenue of

Sales
Agricul- Land, State Stamps  Registra-  Taxes
tural Revenue  Excise - tion (including
Income sales taxes
Tax on motor
spirit)
Andhra 220 2 98 13 162
N 204 1P &7 1-2" 145
Assam 93 191 125 31 5 104
65 133 g7 2-2 63 7°3
Bihar 41 331 449 240 59 386
Iz Io-o I3-5 72 I8 1r-6.
Bombay . 638 97 402 32 1666
. &9 I-4 56 04 233
Hyderabad 3 505 786 55 3 228
a1 198 30-7 2°2 63 &9
Madhyz Bharat . 378 170 47 z 119
26-4 If*g 2-9 a-2 83
Madhya Pradesh 522 229 107 24 258
24 94 44 F 1] 10-6
Madras 299 12 I50 . 28 4R¥
r3‘z o-3 6-6 Iz 2I°r
Mysore 116 166 55 12 155
. 75 0.7 35 . *8 io-0
Orissa 5 148 187 77 13 129
oy 121 I3°6 6-3 Io i0°5
Pepsu 118 203 20 4 57
e 169 201 28 [ 82
Punjab . 210 244 65 10 239
. A 27 3z 05 rr-8
Rajasthan C e 378 251 55 3 .-
. 207 134 2-9 G2 ‘-
Saurasthra 329 8 24 9 g5
. 30°9 a8 23 o-8 8-0
Travancore-Cochin &7 71 227 81 27 236
52 q2 13°4 48 16 140
Utiar Pradesh . 54 2017 578 273 29 538
a7 279 &0 3-8 o4 74
West Bengal 72 217 515 252 46 651
1'9 5.7 13.6 7.2 I2 I;nz
Jammnu and Rashmir 9 13 7 3
121 27 I-4 . I-a
Ajmer 5 30 4 .- .
. 3 18-5 25 .. .e
Bhopat 47 17 3 . .
209 76 1-3 .e .-
Coorg 21 4 12 3 . I
202 3-8 fr-s 29 .e I-¢
Vindhya Pradesh I 8% 28 E . 17
Q-2 I9-r 6-1 I8 . a7
Kuich .- 21 4 3 T ..
525 I0-0 75 25 .-
TOTAL 377 6921 4333 2074 325 5517
o8 15-6 ¢ 47 o7 Iz-4







_ /é‘ 2 5(d). Composition of revenue
Percentages to Total Revenue of

Sales Taxes

Agricul- Land State Stamps  Registra-  (including
y tural Revenue  Excise tion sales taxes
Income on motcr
Tax © spirit)
Andhra . . . 470 7 I54 33 329
.. 239 04 7-8 I-7 156-8
Assam . . 87 185 167 30 5 120
54 Ir-4 10-3 18 a3 74
Bihar . .25 361 459 227 52 385
g7 I10°1 r2-8 6-2 I-4 10:8
Bombay N . .. 710 38 450 32 2261
ve 92 Iz 3-8 04 293
Hyderabad . . 2 556 726 50 6 285
oI 20-3 26-5 18 0-2 104
Madhya Bharar . e 402 158 3t 2 130
- 2y-I 10°6 I oI 8-z
Madhya Pradesh . .. 483 el] 107 22 313
.. 18-9. 8-r g2 049 123
Madras . e e 425 27 263 60 1011
\ .. 99 06 62 I 4 236
Mysore . N 154 169 68 11 177
. 93 ro-z 47 o7 10-7
Orissa . B 3 126 157 76 13 151
02 90 112 £ 0.9 76-8
Pepsu . . .- 09 237 22 4 65
.- 743 3Ir 29 05 85
Punjab . - e 218 267 70 10 275
.e 9-8 I2-0 37 [ 2 4 rz-3
Rajasthan . . 4 414 281 55 4 9
02 18-6 Iz 6 ey 0-2 0'¢
Saurashtra . .- 304 8 23 9 105
. 24-5 06 Ig a7 8-5
Travancazz-Cochin 149 75 218 76 23 238
. 85 43 rz-s 3 I3 156
Uttar Pradesh . 62 1969 559 284 31 566
09 26°5 75 38 o4 &0
West Bengal . I26 120 594 293 5T 758
: 30 2-8 Ir+g9 69 I-2 I7:9
Tammu and Kashmir .. 50 16 8 Lo 7
. 97 31 I3 . IRy
Ajmer o o e 4 29 4 .
.e 25 183 2.3 .-
Bhopal N . I 52 17 3 .. ..
. o4 19-3 63 rer . as
Coorg . . 18 5 12 2 e I
. 16+8 47 Ir-z 19 .. a9
% Vindhya Pradesh . 2 91 10 8 .. 18
o5 2r-6 7I -9 . 43
Kurch . . .. 19 5 3 T
o .. 528 I13°9 §-3 2-8
Total 479 7302 4347 2307 369 7234
09 r4-% 86 46 o7 I4ss

(2} Includes receipts oo account of internal customs.



Of otates :n 19H5%-09

respective States are given against each head in dtalics.
{Rupees in lakhs)

Other  Toml Shareof Sharccf Stawory  Grants  Other  Total
Taxes Tax Income {Inion (Grants under Items  Revenue
and Revenue Tax Excise from the  Article of
Truties Dutics Union 282 Revenue
211 1204 326 96 12 64 262 1964
107 673 66 4-9 [¢0¥) 33 133
114 7ol 133 42 354 44 342 1623
70 436 8-z Py 2y-8 2-7 2Ix
92 1601 579 157 161 537 515 3580
AL 447 16-2 §-2 45 150 114
GR3 4524 1039 168 28 147 1819 7725
Izey 6 134 2z o4 19 235
96a) 1721 267 87 28 59 579 2741
35 628 9-7 32 1o z-2 211
132(a) Ess 104 37 25 122 343 1486
8 57°5 70 25 o &z 2377
98 1229 312 99 61 128 722 2541
38 48-2 122 39 2°4 5C 283
452 2258 567 16% b 159 1133 4286
110 527 132 39 37 26-8
15 694 12 4 386 34 524 1654
70 42-0 o-7 02 233 2-r 317
23 549 208 68 145 136 203 1399
Iz 392 14°9 {9 -4 97 0y
33 476 45 16 & 46 180 763
43 61-6 59 - ¢ 08 6°0 236
147 9E7 193 59 148 158 685 2230
66 443 &7 2°h 6-6 7I 30-7
426(a) 1193 208 71 42 271 435 2220
192 537 94 32 19 Iz 196
53(a) s02 * - 316 193 228 1236
43 40°5 255 156 184
101 1) 326 20" 525 . I751
58 503 18-6 I 300
646 4147 935 295 359 1658 7434
8z 55-8 126 40 48 22°8
432 2284 668 116 242 248 677 4235
o2 539 15-8 27 57 59 16-0
18(b) 99 . . 242 174 SIS
35 ig-2 47°0 33-8
3 40 110 7 157
-9 255 70X 44
5 28 145 47 270
18 289 5307 174
7 45 1 H o7
66  4z1 Tge 439
8 157 . .. i35 129 421
-9 37°3 : ! 32-1 306
2 3o £ 36
55 82-3 167
4217 26254 5596 1512 2282 3372 11370 50387
8¢ §2-1 rr-r 30 4-5 67 2z-6

8 Includes receints on account of custnms and income tax.
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5(ey. Compesition of rzyr i

Percentages to Total Revenue -f . specuv
Sales
Agricul- Land State Stamps RPegisia- Taes
tural Revenue  Excise tion - Lading
Income sdaud [EXos
Tax on moier
spint)
Andhra 448 10 200 37 370
214 04 6 I8 I5-p
Assam 176 205 198 32 5 153
&0 93 90 ‘5 02 5eg
Bihar 13 529 458 210 50 352
04 140 2 r -& I3 Io'r
Bombay 781 76 444 33 2317
93 0-9 *3 o4 287
Hyderabad 5 514 724 52 8 . 3258
0z I9-2 271 ‘9 o3 Iz'r
Madhya Bharat . 426 162 34 4 150
25-4 97 -0 02 90
Madhya Pradesh 453 208 io3 20 318
60 74 -6 07 II 3
Madras 142 432 29 360 "o 1124
27 84 o6 0 I3 217
Mysore 1 180 181 68 Iz 201
o-r g0 ¢-I <4 66 Io°r
Orissa . 2 124 143 47 12 146
o-r 77 8.9 g o7 9-r
Pepsu 92 241 25 4 66
Io-r 26-% -8 04 73
Punjab 182 200 81 14 285 ‘
. 75 Iz-o 3 06 &
Rajasthan 4 501 268 60 6 146
0-2 2r-4 II 4 -6 63 6z
Saurashtra . 291 [ 24 10 133
21-6 o5 <& o-7 9-p
Travancore-Cochin 168 70 196 81 25 236 '
90 38 I0-§ -3 I3 1z
Uttar Pradesh 70 1961 582 290 30 620
o-9 245 73 -6 04 77
West Bengal . I54 390 504 304 SI 504
3-1 7-8 Fo-r r I-0 80
Jammu and Kashmir .. 55 20 10 . 8
97 35 -§ s
Ajmer ' 4 32 4 2
.o i6 r3-1 -6 [-X¥]
Bhopal 1 54 18 3
. 03 49 50 <8
" Coorg 26 6 11 e 1
210 4-8 89 -4 08
i Vindhya Pradesh . z 114 33 8 . 23
o 04 20-6 60 4 4z
Kutch 10 4 3 1 13
. 238 95 -I 24 3r-o
Total 764 787z 4395 2446 agz 8023
T4 139 748 '3 o-7 14z




o

of States in (95356,
States are given against each head o italics.
. (Rupecs in lakhs)

Other Toral  Share of Share of Sistutore  Greaie  Owber Total

Taxcs Vax Tncomue Union Cirants tinder Iterns  Reverue
ard feevenis Tax Excise trom the Actici: of
Puiies Dusijes Y ipicn 2R Reveoue
”_72;6” o xjkg-m - 3;1-. N ;05kA7 13 iy 4qC4 248
0.y §8- & 138 45 o6 FEt 176
251 T020 132 44 182 90 434 22C4
g 4632 6o 21 17+3 56 197
111 17573 571 2¢5 1By ACE 48 2774
3¢ 46-% 131 54 50 To# r7-2
1004 4845 1024 184 =8 361 976G 8412
13-0 576 Iz-°2 2-2 03 43 234
59 -~ 1687 263 95 , 36 ric 475 2656
2.2 - 630 ['RF4 36 13 43 r7-8
32 800G 103 41 24 118 B2 1677
1-9 482 62 o205 £ 4 Ve 347
116 1218 207 109 76 279 837 282¢€
41 431 10°9 38 207 9-g 296
543 2700 560 183 2 423 1362 5170
ro-§ §2+2 108 56 .. LEF 25-z
163 266 12 4 386 $e T2 1¢8¢
8.2 40-8 06 0-2 T9-4 kRS 303
53 527 217 78 166 325 30T 1611
33 327 735 46 ro-3 LR 187
39 467 44 18 17 T12 250 gog
43 Co5req 49 20 g 123 275
173 1025 150 65 154 253 *733 2470
7-2 42-4 - 78 27 6-3 in-5 303
55 1040 205 78 .39 136 ~ Ba4q 2342
2-3 444 88 13 Iz 3-8 36-0
31 495 .. .. 318 246 286 1345
2-3 368 .. .. z3+6 182 21°3
106 85z .. .. 327 95 560 1864
57 473 .. o 17-6 5r 300
fo3 2176 922 323 . 575 209 Boos
78 52-2 ir-s 4°C .- 7o 25r
505 2812 658 127 246 466 [+ £COT
I0-7 562 I3-z - 26 49 93 3-8 |
-4 g9 .. .- .- 267 271 567
(-2 ISy . - .. q47-1 3rz
= 47 .. .- e 186 12 245
2T gz .. .- . 759 49
3 £2 .. .. : 245 16 363
I 226 .. - .. 673 9y
< <6 .. .. .. 13 g5 124
7°3 452 = .- - 05 44-3
£ 158 .. .- e 240 124 553
I 34°0 431 226
< 23 .. .. LT .- 9 42
7E7 .. .. . .. 214
R 2fran 5529 16:8 2403 £232 13502 56446

75 498 g8 29 43 93 23+9
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7. Per capita receipts of States. under certain heads-—

Total Tax Revenue (a) _ Land Revenue

i
1951+ 52-53 53-54 54-55 55-56 1951- 5253 53-54 54-55 55-56
52 52

Andhra . A .. 58 59 67 .. o202 2:3 24

Assam . 6°4 6°9 67 79 113 20 23 2T 2°I 23
Bihar . «+ 37 38 40 40 44 04 06 08 09 I3
Bombay . - 93 89 105 1206135 17 I7 I8 20 22
Hyderabad . . Io=B_ 9-9 9*2 92 90 26 ‘23 27 30 27
Madhya Bharat . 89 92 106 10°7 (O'T 32 4.I 47 50 53

Madhya Pradesh . s:5 58 5-8 58 57 21 24 25 23 21

Madras . . 6°3 5B 66 63 76 12 11 I6 12 12
Mysore . . 70 6°4 62 70 81 \1°4 I-4 12 I-6 1-8
Orissa . . 3-7' 37 38 38 36 o097 08 10 09 08
Pepsu . . I2°3 11-4 I12°4 I3°4 333 26 29 34 3°I 26
Punjab . ’ . 6-4 62 " 71 7<8' 3.1 I-6 I*5 I°7 I7 14

Rajasthan . « 73 72 73 78 68 2:1 207 2°5 27 .3-3

1}
Saurashtra . - 7' 9+9 I2°4 12'3 I2°T 37 71 80 74 71

T'ravancore-Cochin 9*4 90 B8 95 o5 o8 o083 o8 o8 o8
Uttar Pradesh. -. 43 4‘18- 68 66 66 12 18 32 31 31
West Bengal . .‘ 94 8¢ 88 92 113 08 08 09 05 16
Jammu and Kashmir 61 66 6-1 z-j 20 I-4 I=77 I3 I*I  1°3
Ajmer . . 59 50 57 57 67 04 o6 07 06 a6
Bhopal . . 85 8¢ B89 98 10°3 55 54 59 65 68
Coorg . . T30 I9'Q 235 22-5 280 22 20 2°0 2'5 30
Vindhya Pradesh . 40 28 41 4°4 €2 2:3 22 2°4 lz-s 32
Kutch . 63 40 &2 50 §°5 5§52 22 3§ 32 7

Total 6-5 65 7'I 74 T'9 14 I6 2T 2:0 22

{a) Excluding Tncome tax and
NOTE.—Per capita figures for 1953-54 in respect of Andhra and Madras kava
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7. Per capita receipts of Staies under certain heads--

Sales Tax (conld.) Forests Income Tax and

54-55 55-56 1951~ 52-53 $3-34 54-55 55-56 1951~ 52-53
.52

52
Andhra . . . 16 1-8 .. . 02 0+2  0-3
Assam . . . 13 1-% 97 ©-6 07 07 -9 1.7 2°T
Bihar L. . 10 I'0 ©'2 02 02 0'2 02 I-6 20

Bombay . . . 63 67 09 08 o8 10 10 31 3

o
Q
~1

09 I°I 0-1 -7

5

Hyderabad . . . 15 I*7 ©'5 ©0-§ 04 0©°s5 07 .. 18
Madhya Bharat . . 16 19 09 o 7
o

Madhya Pradesh . . I°§5 I*S 2*1 1=7 17 1°9 2‘3 I-5 2O
Madras . . . 28 3'I 04 ©3 04 ©'4 05 16 22
Mysore . . . 18 20 06 o6 06 13 13 :
Orissa . . . I0 I1°0 07 06 08 I'0 I'T 11 19
Pepsu . . . I9 I9 02 02 02 02 03 04 12
Punjab . . . . 202 23 Q5 04 04 04 04 2:3 2-I
‘Rniasthzn . . . ©0°I 10 03 0°3 0'2 0'3 04 c1 1'%
Saurashtra . . . 26 32 o001 ©O1 ©O1I ©O'r 11
Travancore-Cochin | . 26 25 2°0 2+0 ._[}3 21 23 .. ..

Uttar Pradesh . . o9 10 05 05 05 06 06 1'5 20

West Bengal . . 3T 36 °90'2 ©2 w3 03 04 28 A%

Jammu and Kashmir . D2 02 15 17 1-;5 19 2°4

Ajmer . S 03 G4 03 0'3 03 03

Bhopal . . - s 1'5 16 19 26 35

- Coorg . . . ©5 oS 135 18-0 200 17°0 22°0 .,

Vindhya Pradesh . o5 o6 22 17 ‘19 23 27 '

Kuich . . . ‘e 22 .. . ‘e . . - ..
Tinal . 20 2 06 06 o046 0% o8 15 21 -

NoT1e.—Per capita figures for 1953-54 in Tespect of Aidhra end Madras hove:

-






”‘Elb(a). Composition of expenditure
Percentages of expenditure in each category to total

-~

Total
Cost of . Irrigation Debt General Other of all
Tax Services Adminis- Police  Adminis- Adminis-
Collec- tration trative trative
ticn Services  Services
_ Andhra .. .
Assam 98 16 6 9I 102 35 228
9-0 I-5 e's 8.3 9:¢ 32 229
Bihar 176 227 -_ 259 406 198 866
54 69 (3 7°9 I2-4 60 26-3
Bombay 420 172 69 436 936 302 1674
70 2°9 I2 73 i 4171 50 27'9
“Hyderabad 294 122 88 97 593 86 776
IIo 45 23 36 22-2 32 29+0
Madhya .
Bharat 101 41 I 96 159 49 304
9 r 37 oI 8-6 43 44 27.3
Madhya :
Pradesh 247 42 23 183 247 75 505
I13-7 23 I3 102 I3'7 41 28-0
-Madras 594 321 —188 746 738 310 1794
) : 95 5°r (—) II9 11-8 49 286
Mysore 92 108 81 90 30 201
65 6°4 76 344 6°4 2'r Iq2
Orissa 84 99 C a2 122 137 43 302
80 9-4 (—) 116 I3°0 47 287
Pepsu 49 . 47 77 27 . ISI
’ I0-§ Jo*r | Ib*§ 58, 32.4
Punjab 147 114 —51 157 268 8o 505
- ‘ 10-0 77 (—) o6 182 54 342
Rajasthan 203 52 20 174 241 54 469
2.9 33 I3 II-r I5-4 34 299
Saurashtra 57 37 =6 92 120 69 281
&7 . 43 (—) 108 1406 80 328
Travancore- 125 62 — 56 65 45 166
Cochin 98 49 (—) 49 5r 35 130
Uttar 458 256.. - —26 488 733 259 1480
Pradesh 94 5.2 (=) 1040 150 53 303 °
West 189 91 18 247 576 207 1030
Bengal sr- - 25 0-5 67 I5-6 56 27-9
Jammu and s1 29 . 34 28 ) 71
Kashmir Io-8 6-r1 72 59 19 150
Ajmer 9 - . 6 21 6 33 .
6-1 . 40 141 40 22-r
Bhopal - 12 12 24 7 43
' 98 .. 98 19-7 57 iy-2
Coorg 14 3 3 I o
203 58 4-3 43 I 101
Vindhya 37 " . 22 " 36 9 67 -
Pradesh Ié-r . 9-& I6r 4-c 299
Kutch 9 6 L3 1s 4 24
10°4 6-9 5 Irez a€ 27+6
Total 3466 1781 ’ 49 3454 5618 1905 10977
87 44 o-I 86 i4v0 42 274







17 .
1 8(b). Composition of Expenditure

Percentages of expenditure in each category to total

Total of
st of Irrigation Debt General  Police Other All
ax Services Adminis- Adminis- Adminis-
Collec- tration trative trative
tion Services Services
Andhra ‘e . . . .
Assam 104 20 : 7 72 112 35 219
82 16 o6 57 89 2-8 174
Bihar 230 97 —1I3 221, 375 193 780
. &r 34 (= 78 I3-3 68 2779
Bombay 538 223 42 469 piz 316 1697
8-z 34 06 I i3-9 48 25-8
Hyderabad 310 59 110 96 398 81 575
132 2.5 7 4r 17:0 34 245
Madhya 110 41 5 97 157 49 303
Bharat 9z 3¢ o'y 80 I3:0 {1 254
Madhya 252 27 64 184 = 257 77 518
Pradesh I3 I I4 33 96 13°3 39 26-8
Madras 597 386 w215 724 717 8§27 1768
89 58 (=) . 108 107 49 26-4
Mysore 93 84 109 75 6 34 215
6+6 é6+0 78 S+ ¢ 76 24 IS 4
“Orissa 109 82 —3 120 140 | 45 " 308
9-7 7°3 (=) 10°7 124, 40 271
Pepsu 63 - I . £3 - 8o 29 162
II-6 a2 -8 X148 5-3 299
Punjab 168 64 —40 164 277 8o 521
: ro.g g4I () Y06 79 5z 336
Rajasthan 215 81 159 278 55 489
135 5-r 04 100 I17°3 14 307
‘Saurashtra 136 30 I 84 132 - 70 286 ’
Ir-6 2-6 oI 72 113 60 24+ 5
“Travancore- 131 . 8o -—3 49 78 - 46 173
Cochin 8-4 5 =) 3°r ‘5.0 30 Irr
{Uttar 498 266 —1 606 716 271 1593
Pradesh 8-6 46 {—) r0-§ 123 47 27°5
“West Ben- 183 126 26 252 571 18g 1012
.zl 48 33 07 65 148 49 262
Jammy and 54 25 52 34 28 9 71
Kashniir Ir-g 53 1r-e 7-I 59 I°9 I4-9
Ajmer 9 I 13 23 6 42
43 o4 6-2 109 28 199
Bhogal 13 2 16 24 7 47
. 6-8 I'0 84 Iz-6 36 24-6
Coorg 19 I 3 1 9
o 244 I3 64 3-8 I-3 II-5
Vindhva 37 ; 28 37 1 76
Pradesh 137 0-4 I0-3 136 41 280
“Kutch 13 17 .- 5 16 4 25
10-8 14:r 4 41 I3 2 33 206
Total 3882 1714 148 3526 5434 1935 10895
oI 40 a4 ' I2-7 46 255






176 -
8(4:)7. Composition of expenditure met

. Percentages of expenditure in each category to total

Cosi of Irrigation Debt General  Pdlice Other Toral of
Tax Services Adminis- Adminis- all
Collection tration trative  Adminis-
Services trative
Services
Andhra To4 114 —48 154 107 36 297
85 93 (= 126 &7 20 243
Assam 115 16 7 73 140 36 249
&8-4 Iz o5 53 Ic-2 26 18-r
Bihar 326 104 -—20 227 T 381 191 799
10-8 34 (- 75 I2+7 6-2 264
Bombay 610 331 70 458 890 306 1663
g0 49 I-r 68 133 45 246
Hyderabad 294 66 - 155 97 325 77 499
I2-2 249 64 40 135 32 207
Madhya 115 41 9 105 169 50 324
Bharat 9-1 32 oy 83 133 40 256
Madhya 268 70 61 210 245 79 534
Pradesh Ir-4 30 2-6 9-0 Jo-§ 33 22-&
Madras 198 117 —46 - 205 203 107 £15
&5 50 —) . 8-8 87 S 22°r
Mysore 97 88 34 84 113 490 237
64 58 22 55 74 27 15°6
Orissa 165 64 —2 149 145§ 45 339
I2'0 50 {(—) 17 Ir-4 35 2646
Pepsu 75 7 I 52 88 29 169
117 I-r o-r &r 13-7 45 263
Punjab 202 57 7 140 294 - 87 521
rr - 31 o4 7°7 16:2 48 287
Rajasthan . 246 97 13 170 303 57 530
. I3-6 5.4 0+7 94 ©I6-8 3-I 293
Saurashtra g9 28 8o 108 65 253
11-8 34 (—) 95 12-9 78 302
Travancore- 135 78 —3 56 81 48 185
Cochin 94 53 (—) 39 5-7 33 129
Uttar Pra- 492 275 —32 611 708 272 1588
desh 7-8 {4 = 9-7 Ir-2 43 25z
West Ben- 203 108 41 256 584 195 1035
gal 46 2-4 o9 58 i3I £ 233
Jammua and 55 25 27 33 40 10 83
Kashmir 113 52 56 6-8 8-2 21 I7'r
Ajmer 10 1 13 - 25 6 44
648 07 e 4 &8 i16-9 40 297
Bhopal 16 3 17 24 b 48
7o 13 . 75 I0-% R 1% 4 2r-r
Coorg 18 2 . 5 4 I 10
18+2 2+0 . 51 40 I'0 ro'r
Vindhya 51 6 . 36 45 12 93
Pradesh I4-0 I'6 (23] I2-3 33 25°5
Kutch ! 11 8 6 17 4 27
104 75 .. 57 I16-0 3-8 255
Total 3905 1706 260 3237 5045 1760 10042
9-3 ‘440 o- 77 , II°9 42 238






Sil). LOMPOSIRON O ¢XPEnaiture met

Percentages of expenditure in each category to total

Cost of [Irrigation Debt Genecal Other  Total of
Tax Services Adminis- Police Adminis- ° all
Collec- tration trative  Adminis-
tion Services trative
Services

Andﬁra 227 228 -~I136 371 2638 g0 - 729
Q-2 c 92 — IS0 10-8 36 294

Assam 129 47 X0 24 148 35 267
6-7 25 0.5 44 7°7 1-8 13°9

Bihar 388 164 14 273 396 191 860
85 4°¢ o3 67 97 46 2r-o

Bombay 669 229 143 506 921 298 1725
10°2 3°5 2°2 7°7 I4-I 44 26-2

Hyderabad 322 83 149 100 309 8o 489
2§ 32 5-8 39 Iz-r 3r 191

Madhya 117 ™ 48 17 108 171 52 331
Bharat 83 34 I-2 77 Iz-z 37 236

Madhya 613 72 76 228 260 84 572
Pradesh 2I<3 208 2-6 79 9 0 29 I9-8

Madras 418 237 eI 56 . 613 481 218 1312
g0 53 {ea) I3-3 104 §7 28-4

Mysore 109 60 55 93 I8 42 251
67 37 i°4 57 7ex 26 154

0rissa 183 46 —3 218 148 48 414
r2:3 3 =) I4-5 99 32 276

Pepsu 97 7 1 53 87 28 168
Ir-3 o 01 6-2 ro-r 33 96

Punjab 224 113 —s58 138 308 g3 526
117 59 =) 7°2 160 43 275

Rajasthan 274 66 19 187 298 61 546
I3<6 33 0-9- 93 148 30 27°I

Saurasthra 145 54 68 108 77 250
I2:0 44 04 56 &-7 6-4 207

Travancore- 133 72 —19 56 - 85 49 150
Cochine 107 58 =) 45 6:3 40 153

Uttar Pra- 631 334 —32 545 739 276 1560

desh 9°5 5e — 82 II-r 41 23-4°

West Ben- 301 136 9 276 596 195 1067
gal 6-2 2-8 Iz 57 ¥z 3 40 22-a

Jammu and 57 14 10 35 45 10 90
Kashmir 120 30 2 . 74 9-5 2°1 19°0

Ajmer 10 I os 14 26 6 46
6-0 0-6 8-3 . 156 36 27-5

Bhopal 2R % 20 24 6 50
Io-1 07 72z 86 2-2 8-

Coorg 18 z . 5 4 1 10
106-2 -8 45 36 09 9:0

Vindhya 63 A . 38 44 14 g6
Pradesi I3-4 17 or &1 93 30 z0-4

Kutch 16 4 . é 2n 5 31
13-6 34 . 5.1 76 42 26-3

Total 5168 2027 196 40353 5506 1949 11580
04 41 o4 8:r rr-2 39 2302




from rTevenue of States—

195455

expenditcre of respective States are given in italics

(Rupees in lakhs)

Educarion Medical Other  Tomal of ladustries  Cisil Other
and Socal all ad BAlise- Waorks Ttems Vorai
Public Services Swucial cellancous
Health Services  Depart-
ments
449 158 141 748 16 263 254 247%
IR 6-4 57 302 &3 0-8 £z
266 115 118 496 26 453 487 g1k
[0 50 64 2600 g 256 2504
065 3571 371 £34Y 54 459 779 4085
-3 86 7% 3204 T3 15-6 e r
1414 458 260 32 291 388 970 6544
?lAé 7o qc 327 45 59 148
497 191 g6 784 3 148 502 2565
194 7y kR ELAL 14 58 19-6
227 129 148 504 314 182 172 1405
162 G2 o-w 359 24 Ty o rz-z
436 126 239 801 8 370 356 288
15°¢ q4 8-q 279 o6 2-9 24
gl19 408 - 276 1603 279 411 s21 4625
99 58 &0 347 R bg Yivy
343 I39 140 622 &g 249 220 161%
240 a5 oy 350 §' 2 15z r3-4
160 gr g6 377 88 186 211 1502
126 b-x 6-g 25°0r 58 124 I4°0
123 64 42 224 14 158 188 559
43 7°5 4y 2607 & £8-c 200
284 117 124 505 40 200 359 I91r
T4 L1291 54 26° 4 21 F{ AN g
322 192 g9 603 61 196 251 2016
160 93 44 299 30 97 123
154 70 56 280 41 167 260 1zZit
1i-7 58 48 23i 34 138 222
330 114 69 513 29 265 60 1243
26° 8 92 56 463 23 2I-3 48
plte) 368 545 (873 47 546 1575 6654
44 55 &3 282 22 &2 237
627 487 365 479 142 450 174 4828
140 ro-x 76 30-7 30 93 243
357 26 31 114 17 60 111 473
1z-1 5% 6 240 36 1z2-y 235
A4 12 b 78 1 io 21 165
353 72 EA: 457 06 6-0 126
A1 40 19 116 6 35 47 278
I&-3 44 6o 365 2-2 126 459
20 8 Iz 40 2 24 15 tIe
I¥-0 72 I0-4 ELNA 48 2r; 13 %
108 33 26 167 3 84 50
2306, 70 53 355 06 r7-8 v
71 8 6 25 22 20 116
93 58 50 212 I8-6 16°9
8516 37058 3206 1542? I8t0 5358 8612 49578
r7°0 74 6 ¢ jo ¥ 32 o7 I7-2



v f P
Percentages of expenditure in each category to total

L850

8{e). Composition of expenditure met

Cost of General Other Total of
Tax Debt  Adminis. Adminis- all
Collec- Trrigarion Services tration Police trative  Adminis-
tion Services trative
Services
Andhra 256 247 —I144 159 267 100 726
90 4 {(—) 126 94 35 255
Assam 193 97 20 104 - 166 36 309
79 40 o-8 43 6-8 16 12-7
Bihar 150 197 47 338 421 191 950
8.6 3-8 0-9 63 8-0 ~3-6 18-7
Bombay 886 195 183 478 980 268 1756
Ir-g 2-6 25 64 I3-2 29 235
Hyderabad 245 34 179 178 302 77 557
g I I3 §:7 66 Ir-z 2-9 207
Madhya 124 68 28 124 206 52 382
Bharat. 6-8 37 I 6-8 Iz 2-8 20-9
Madhya 361 80 99 304 265 81 650
Pradesh =~ 1z-1 27 33 1o-z 89 2:7 2r-8
Madras 407 281 —I144 447 520 212 1179
76 52 (= 83 97 40 22°0
Mysore 155 64 83 39 121 42 252
80 33 4-3 46 63 2-2 I3"I
Orissa 219 44 18 375 165 49 589
96 g 6-8 I+ g4 72 2.2 25-8
Pepsu 116 11 3 56 94 28 178
Ir-3 I'o 03 55 8z 27 Ip:3
Punjab 246 81 20 157 335 85 577
94 3-r (— G0 12-8 32 2240
Rajasthan 338 49 25 136 295 64 545
‘ I15-0 z-2 I-r 83 I3 r 2-8 242
Saurashtra 162 82 26 8o 103 82 265
I0-3 §-2 Iz 5-T 66 52 168
Travancore- 154 83 —21 67 96 59 222
Cochin 79 43 (= 5 50 30 I
Uttar 725 416 I5 610 307 280 1697
Pradesh 10.0 57 02 84 II-I 3-8 233
West Ben- 424 253 152 293 682 204 1179
gal 7I 42 2-5 49 I 4 33 I9-6
Jammu'and 61 20 18 33 46 12 96
Kashmir Ir+3 37 34 7°I 85 2.2 I17-8
Ajmer 13 15 27 6 45
63 73 32 29 23-4
Bhopal 33 6 I 20 23 6 49
83 s 0-3 50 58 5 123
Coorg 22 8 6 4 I Ir
61 5-8 44 29 4 80
Vindhya 83 6 2 42 55 13 110
Pradesh Ig4'0 ro 03 oy 92 . 22 183
Kutch 17 5 7 21 5 33"
. 145 43 60 179 43 282
Total 5690 2327 570 4373 6001 1986 12360
! 95 3-8 I-0 74 98 i3 205



JUOR retyeitile OFf D LULLEy— - L)~ )t

expenditire of respective States are given in italics

{Rupees in lzkhs}

Industries
Medical Other Total of and Mis- Civil Other
and Social all cellaneons Works Items
Educiation Public Services ‘Social D>epart- Total
Health Services ments
SIS 201 145 861 178 264 459 2847
8r 70 5T 3o 2 6.3 93 I6 I
392 153 184 729 41 ST 481 2442
160 63 75 208 Iy 234 197
794 566 552 1892 84 B23 788 5§21
4 8 o8 06 36-2 b 57 151
1542 584 384 2560 347 477 1022 7426
2T 4 79 53 346 47 64 138
535 156 114 845 It7 144 573 2694
Ip-9 773 43 315 ¢ 50 21-3
266 211 251 728 59 236 200 182
14 6 116 57 399 33 29 Irn
563 167 151 881 14 425 440 2080
189 526 5T 296 [SF 1 146 48
1093 438 303 1834 327 s03 972 5359
204 &1 5 343 61 94 18
367 149 156 672 67 359 27 1927
iy r 77 I 34°% 35 r8-6 143
28¥ i3 137 495 12K 185 604 228y
ir:n0 50 §7 217 56 Bz 264
144 it} 49 261 232 223 214 029
1470 331 4% 25-4¢ 22 217 2008
370 145 96 611 42 22 360 2618
141 55 ERKY 231 -6 &5 31-0
358 266 77 701 102 07 324 2254
FERze 118 34 3! L 75 ¢4
252 92 62 406 51 244 336 1572
50 5°9 q:¢ 259 372 55 214
477 166 105 748 5e 345 354 1935
247 &5 54 387 2°6 78 183
1023 423 549 1993 175 567 1683 7273
q4-f 57 76 274 2:4 78 23-2
921 §22 376 tBrg 157 S8 1508 6010
I§3 8- 6-3 303 26 -6 25X
39 28 40 27 28 54 138 539
Iro 52 74 236 46 e ] 256
74 6 1r 101 2 1y 26 205
361 78 54 49°3 10 73 1z2-7
21 77 30 58 12 42 66 397
2044 194 76 47°4 70 106 16-6
23 13 12 48 3 22 23 137
168 g°5 &7 350 2z 161 168,
128 38 37 203 23 T 6 594
216 64 6-2 3472 304 64 53
13 12 5 13 1 [ 19 117
Borrer 1073 68 28-2 09 77 16-2
10271 4644 3823 18738 2048 6331 17452 59500
I7-0 FAN 6.7 EIRF] 36 109 IG-3



~— '#7 Y(a). Expenditure in States
1 . .
C&/ Per capita figures (in
General Other Admins-
Administration Police trative Services
Andrra . . . .

Assam - ! . . 91 102 35
10 I o4

Bihar . . . . 239 469 155
o6 I-o o5

Bombay . - . . 436 936 302
I-2 2-6 o-&

Hyderabad . . . . 97 593 86
) o-5 ER o4

Madhya Bharat . . . 96 159 49
I-z 2-0 o€

Madhya Pradesh . . . 153 247 75
o9 12 a-3

Madras . . . ' . 746 738 310
) I3 I3 05

Mysore . . . . . 81 90 30
09 EG G- 3

Orissa . . . . . 122 137 43
a8 r-o a3

Pepsu - - . . . 47 7T 27
. I3 ; 2:2 0-&

Punjab . . - . . 157 298 80
1-2 | 2-2 06

Rajasthan . . . . 174 34‘\3 sy
I-r R I-6 0y

Saurashtra . . . . 92 20 69
2-3 2:9 16

Travancore-Cochin 54 63 45
a6 0-7 0

Uttar Pradssh . . . 483 733 259
0-§ i 04

West Bengal . . ; 247 376 207
LI 2-3 o-&

Jammu and Kashmir . . 34 28 9
-8 0-4 0.2

Aimer . . . . 6 21 &
o'y 30 09

Bhopal . . . . 2 24 -
5 30 oo

Coorg . . . . 3 3 1
23 I-5 05

Vindhya Pradesh . . . 22 36 9
o6 I-0 0oz

Kutch . . . . 5 15 4
o8 z-5 o7

Total 3454 5518 1905




on selected services--14801-04
rupees) are given in ifalics
(Rupee¢s n lakhs)

Totel of 4l Medical and  Other Seciel  Towl ol all

Adminlstraiive Loucaticn Public Health Servicos Social Services
Services
225 172 75 §0 330
25 174 a4 -y 37
866 358 201 237 794
200 0g 0y 06 20
1674 212 435 151 2030
46 23 12 {0 56
776 469 147 Ity 675
47 2:2 o-& 0-6 36
304 159 104 76 339
3-8 10 I3 Gy 472
505 293 8g (30 s0h
24 g 0 g G 24
1794 [to1 <ib 458 2077
3 r £y Uy 0-& 36
201 285 Lic 123 51¥
2-2 3-1 12 rog 57
302 125 68 B 274
2T 09 301 2y r9
I51 3383 32 27 (9]
43 17 L9 06 32
508 188 85 1w 373
470 15 07 a8 3
469 230 144 50 434
7 r 5 0-G 04 FAY.1
281 T 64 35 212
68 227 I 6 oy §-2
66 248 116 14 AGK
8 27 Iz 6y 44
1480 743 306 485 1534
23 (2 05 08 2.5
o3 236 430 256G 10248
41 £ 4 Iy ror 4-2
.o7r 41 19 27 87
I6 69 0-5 0-6 2°0
33 46 _ 7 $ 62
48 66 ro 3 &y
43 14 10 t ’ 33
54 7 I3 I ¢ 44
7 7 7 o] 24
35 5 3 5o I2:n0
67 43 13 7 [Jo]
i°9 -2 03 noz I-
- 24 7 4 3 i
4-0 o1 07 05 23
10977 H19C 2980 2759 11629
EN Iy v & 08 33



: ’Eff 9(b). Expenditure in States
\._\“‘ s

Per capita figures (in

General Other
Admninistration Police Administrative
Services
Andhra
Assam . . . . 72 112 35
o8 Iz o4
Bihar . . . . 221 375 193 4
06 09 0-5
Bombay . . .- . 469 912 316
I3 2-5 a9
Hyderabad . . . . 96 398 S1
05 2r 3-3
Mladhva Bharat . . . 97 157 49
I-2 20 o-6
Madhya Pradesh . . . 184 257 77
09 I-2 o3
Madras . . . . 724 717 327
I3 Iz 06
Mysore . . . . 75 106 34
0-8 I-2 04
Orissa . . 120 140 45
08 I‘o 03
Pepsu . . . . 53 30 29
I3 2+3 08
Punjab . . . . 164 277 S0
I-3 22 06
Rajasthan . . . . 159 27% S5
I 1°8 04
Saurashrra . . . . 84 132 70
20 32 17
Travancore-Cochin . . . 19 78 46
o3 o-8 oy
Uttar Pradesh . . . 606 716 271
I0 I-r . a4
West Benpal . . 252 571 189
] Io 23 08
Jammu and Kashmir . . 14 28 9
o8 c-6 G2
Ajmer . . . . . 13 23 6
I-8 13 a-9
Bhopal . . . . . 16 24 =
2-0 1o 09
Gourg - . . . - 3 3 z
. 25 I3 o5
Vindhya Pradesh . . . 28 37 II
o-8 10 03
Kutch . ‘ . 5 16 El
0-8 27 0-7
Toa 2526 5434 1933



on selected serwvices—1952-53 i\.ft’ >

rupees) are given in italics

{Rupees in lakhs)
Touwl of all Medical and  Othes Souvial Total of  all
Ndrioistrative LBducativn Public Health Services Social Services
- Serviges

219 137 T3 51 1406
274 2+ o8 09 38

780 431 221 167 S19
200 I'I o5 o-4 20

1697 1312 423 365 21060
§7 36 12 r-o 5-8

575 424 153 96 673
27 243 o-8 G5 36

363 174 113 g3 384
348 2-2 I4 Iz 28

318 319 o2 150 561
2e g I5 0~ 4 a7 z-6

1768 1196 586 391 2173
32 2r I0 07 ERy

2Ix 317 115 1273 335
S 33 13 I3 ser

353 15 9 S0 367
i 2 f Io a5 a6 21

ifiz 76 24 33 145
106 202 I-o 1o g2

321 202 GI 1G5 108
10 I'6 o7 0-§ 3r

435G 259 139 59 157
FAd 17 0y o4 ;0

286 118 <5 35 208
& g 249 I3 [4 0-9 $r

173 . 291 %I 45 437
ry 37 Ir 05 47

1593 784 345 482 1611
2.3 Iz 06 o4 26

1012 391 418 262 1671
4T I-6 -7 Ir Jo 4

PR 43 peda) 2% gk
16 I'0 o4 o6 20

42 st 9 B 67
60 743 I3 I 56

a7 12 boll 26 69
g 28 246 32 56

9 7 6 12 23
- 107 35 30 60 123

e 33 20 h{s] -
2.7 I-s 06 e 26

N b s N 13

It -8 \
ro8gs 6313 3126 2463 12004

s
o]
[
o
o
R
2
4

:



Uy

t5¢ _ _ _
9(c). Expenditure in States
Per capita figures (in
‘\—_
General Other
Administration Police Administrative -
Services
Andhra (a} . . . 154 197 36
I-g I-0 04
Assan) . . . . 73 140 36
08 I-6 0-4}
, Bihar R . . s . 227 381 191
06 o9 o5
Bombay . . . . 458 899 306
I3 2°% o0&
Hydcrabad . . . . 97 325 77
o5 1-8 0°4
Madhya Bharart . . . 10§ 169 50
I3 2er 06
Madhya Pradeth . . . 210 245 79
Io I*r 64
Madras (a) . . . 205 203 107
., I=2 . I+2 06
Mysore . . . . . 84 113 40
09 Iy 04
Orissa . . . . . 149 145 45
I-o i-0 0-3
Pepsu . . . . 52 88 29
: Ig FaX 1 o8
Punjab . . . . . 140 _ 294 87
1 23 07
Rajasthan = . . . . 170 303 57
Ir 2.0 o-4
Saurashtra ; . . . . 8o 108 65
20 2-6 . I8
Travancore-Cochin . <. 56 81 48
o5 t o9 (2K 1
Uttar Pradesh . e 611 705 272
o I°r 0'¢
West Bengal . . . 256 584 195
Io 2+3 o-&
Jammu and Kashmir . . . 13 40 10
08 69 02
Ajmer . . . . . 13 25 &
l I8 36 o8
Bhaopal . . . . . 17 24 7 .
2'r 2.0 © 09
Coorg . . . . . 5 4 R |
2.5 2-0 o5
Vindhya Pradesh . . . 36 45 12
10 I3 03
Kutch . . - . . 6 17 4
10 2-8 07
Total 3237 5045 1760 .
. o . 1‘5 . 0.5
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rupees) are given in italics

CTotal of all

Medical and

Oiher Social

Rupees 1 Likhs

ol ufall

“Adminstrative Educatiun Public Health | Services Saovial Zervices
Services

297 247 64 b 37 _
28 24 c6 o-6 i

249 213 9o 94 367
Bag.1 2-4 10 -6 14
TYY 41 245 191 Vit .
20 I-3 [T] [FA) )

1663 1234 348 23 2255
46 36 1z I3 63

49y 462 185 93 740
207 23 PG 03 40

324 197 114 197 415
470 25 I I-3 $e2

534 356 123 236 793
245 I8 b 13 37

SIS 3523 183 116 S22
j0 j-o 10 0-6 46

237 323 125 122 ]
2 g 33 iy FR ERE:

- 339 174 GO TS 230
273 12 o6 05 203

169 58 46 35 172
48 23 13 11 49

521 246 107 ] 346
§-I 20 g8 07 i3

$3C 2GC 154 638 SI2
35 Iy 16 04 itd

253 132 48 38 21%
h-2 32 72 0-9 53

185 304 104 e 451
e 43 r-r 05 49

1585 544 361 6ch 1811
25 1-3 56 Fro 2-9

1033 464 469 4z 1354
41 i 9 9 17 55

83 49 22 29 1co
g I n-s 07 243

44 54 I1 7 -2
63 77 16 I'0 Io-3

43 34 34 20 ' 8%
60 42 43 2% ir-o

10 16 3 12 26
- co &-0 40 60 180

93 67 28 24 119
2-6 18 08 07 33

27 9 6 4 14
43 I 5 re a-7 32

10042 6947 3005 3072 13084
36 20 0'9 09 34




53
9(d). Expenditure in States

Per capita figures (in

General Other
Administration Police Administrative
Services o
Andhre . . . 371 268 90
I+8 I3 G5
Assam . . 84 148 35
c-g I-7 -4
Bihar . 273 396 Iz
o7 I'0 o4
Bombay . . 506 921 298
I°4 2+6 08
Hyderatad . 100 309 de]
o * 5 I [ 7 0 * 4
Madhya Bharat . 108 I71 52
I°3 FIN ¢ o7
Madhya Pradesh . 228 260 84
Ir 12 o4
Madras . . . 613 481 218
Iz ) I°g R 0-6
Mysore . . 93 116 42
o9 i-2 04
Orissa . . 218 148 48 .
I°5 I-0 0-3"
Pepsu . . . 53 87 28
I-5 2-5 o8
Punjab . . . 138 305 83
I-r 24 o7
Rajasthan . . 187 298 61
X I-2 2-0 G4
Saurashtra . . 68 105 77
I°6 26 19
Travancore-Cochin 56 85 49
06 09 o5
Uttar Pradesh . 545 739 276
o9 I-2 o4
West Bengal . 276 596 195
I-r 2.4 o8
Jammu and Kashmir 35 45 10
o8 I0 0-2
Ajmer . . 14 26 6
2+0 327 o9
Bhopal . . 20 24 6
2+3 30 0+8
Coorg . . . 5 4 I
2-3 20 o5
Vindhya Pradesh - 38 44 14
I-r Iz o'y
Kutch . . . 6 20 5
1o 33 09
Total 4035, 5596 1949 ©0°§
I -6 .




G sdEteclied Services-—1d909-00. 5

rupees) are given in italics.

Rupees i ukhs?

Total of all Medical and Orther
Adm_mls;ru[ivc Education I’ublic Flealih Sacial Services
- Services

Tortal of 4l

Social, Scrvices

729 449 I35 31 743
36 22 o8 0-7 37
267 266 113 113 499
7v0 29 I3 I3 5ty
460 665 351 321 1341
2 I I*5 (s R3] -8 i3
[725 1414 453 =60 2132
48 39 13 G7 59
439 497 I91 56 783
26 27 I0 o5 12
331 227 129 148 S04
4T 2+8 16 I-9 6-3
572 436 126 239 §o1
2-7 2-7 o6 I-r 3-8
1312 919 408 276 1603
37 26 Ir o8 45
251 343 119 140 622
2:5 35 Iy Iy 63
. ila 190 91 56 377
=8 I3 06 a7 26
168 123 64 42 229
48 is I+8 2 6-5
526 284 117 104 5G5
4z 243 09 o8 4G
546 322 192 89 603
36 21 Iz o6 39
2350 154 70 56 285
6.1 "8 -7 I3 68
150 330 114 69 513
z2-0 36 I-2 o7 55
1560 560 368 545 1873
24 1-5 o6 09 30
1067 627 487 365 1479
43 25 2«0 I3 60
g0 57 36 31 114
20 I3 o6 o7 28
16 59 1z 7 78
66 8- 4 I-7 10 II-r
50 51 4¢ 19 11O
64y 64 5.0 2+ 3-8
10 20 3 1z 40
- 50 In:g 40 60 200
96 108 13 26 167
27 ie o~y 07 46
31 11 ] & 2%
572 16 I+3 I'0 42
;15ﬂo 85106 3705 3206 15427
32 24 I-o 0 43



¢ .
9(e). Expenditure in States

Per capita figures (in

General Other
Administration Police Administrative
Services ™

Andhra . . . . . 359 267 ' 100
7 I3 o5

Assam . . . . . 104 166 39
I-2 18 04

Bihar . . . R . 338 421 191
08 Iz 05

Bombay . . . . . 478 980 298
i3 27 o8

Hyderabad . . . . 178 302 77
I*o I '6 o -4

Madhya Bharat . . . 124 206 52
-6 26 06

Madhya Pradesh L. . 304 265 81
Ig . Iz 04

Madras . . . . . 447 5§20 212
. 1z 15 06

Mysore . . . . . 8g 121 42
- ’ 09 I-2 o4
“Qrissa . . . . 375 165 49 L
2+6 I 03

_Pepsu . . . . . 56 94 28
16 2.7 08

Punjab . . . . . 157 333 85
I°2 27 0°7

‘Rajasthan . . . . 186 295 64
I2 20 0-¢

.Saurashtra . . . . 8o 103 B2
. 270 25 20

Travancore-Cochin . . . 67 96 59
’ o7 I-0 o6

{Uttar Pradesh . . . 610 8o7 280
Io I3 0-4

“West Bengal . . . . 293 682 S e 204
‘12 27 o-8

Jammu and Kashmir . . 38 46 I2
o-g I-0 03

Ajmer . . . . . 15 27 6
2+r A o-p

‘Bhopal . . . . . 20 T23 6
' 2+5 29 oz
-Coorg . . . . . 6. 4 T _
20 240 o-5

‘Vindhya Pradesh - . . . 42 55 13
T2 r '5 Fel "4

Kutch . . . . . 7 21 5
Iz 35 08

Total 4373 6001 1986
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10. Resources transferred from Union to States through dewvolution

of revenue and grants,

(As shown in Union budgets)

{Rupees in lakhs)
r95€-52 T952-53  I953-54  1954-55  1955-56
Share of Income Tax . . 52,86 56,98 57,29 55.95 55,16
Share of Union Excise Duries . .. 16,83 15,55 15,17 16,57
Girants Under Articles—
273 > - . 1,85 3,15 3,15 3,15 3,15
295 . . . . 2,28 6,77 8,80 10,51 2,12
278 . N - . 13,17 9,25 9,05 9,00 G,00
Granis Under Avticle 282
Rehabilitation Grants . . 5,08 6,24 5:84 5249 9,57
Grow More Food Grants] 2446 3,37 3,84 0,85 1,99
Grants for Cornmunity Pro-
jects, National Extension
Service and Local
Development Works . s se 50 331 8,89 14,85
‘Other Grangs] . - . 46 8,00 13,18 30,18 49,18
Transfer from Central Road
Fund . . . . 2,96 2,22 2,65 4,25 3,85
Total 85,12 I,13,40 1,22,66 1,44,4 L 1,75,44

-



11{a}. Resources ftrc‘msferred from Union to States

Grants undey

Share of  Share of
lncome Union Article Artcle 275
Tax Excise 273 Article
Duties 178
Geperal  Grants
Grants~ % under
in-aid provisos
Andhra . . .
Assam 1,57 . 4o 30 69 -
Bihar 6,54 .s is .. 15 4
Bombay 10,99 . - . - 42
Hyderabad . . . 4 1,16
Madhyva Bharat 6 .o .e .e 74 te
Madhvya Pradesh 3,14 .e . . 12 55
Madras 9,15 . . - 4 ve
Mysore . on e 3:45
Orissa 1,57 . 5 40 30 .
Pepsu”™ . . Is e .s .. . re
Puniab . . 2,38 e . - .e . -
Rajasthan . . 13 .. .e s q -
Saurashira . - e - e 3,00
Travancore-Cochin . . .- - - 3,63
Uttar Pradesh” G,42 ‘e .e . .e ‘ -
Fest Bengal 7506 ce 1,08 e 2 49
Jammu and Kashmir e - o - . -
Ajmier™ . . . .o .. . -
Bhopal . ® - . . .. .. -
Coorg . * . o . ve
Vidhya Pradesh . . . - -
Lrreh . - . e .e .
feated sums or 20 . . . 13 (—) 58
1iments,
Tota 52,86 1,85 70 1,58 13,17

AT Cratearics Feonere are freom State Budgetas.



(Rupees in lakhs)

Grants under Article 282 Transter
" from
Rehabilita-  Grow More  Grants for Qther Central Total
tion G]Foodf Community? ¥ Grants Ronad
Granis? reants Prajects, } Fund
Nanongi
Extension
Service
and Loca’
Ievelopment
Works
. b ve X9 32 3,82
.o s . 1,77 27 9,06
|
. - 65 27 13,34
ae N e 96, 20 2,36
PES . " 15 B 33
If 5 . I 2 4,00
. % e 5 23 10,46
LR 53 +a . F 3,03
.o 59 o s 2 ¥ 2,63
15 .- . . . 34
14 I2 y 23 3,37
- @ a - I 19
.o . as s . 3,05
L] we a0 ez 20 F 3,63
3s s as 57 63 10,97
.- 26 . 5 41 D934
' o » I f 1
LX) ] 2_1 - 2
8,29 {(—) 13 .o ¥ (=) 3,96 27 422
9,08 2,45 46 F 2,06 85,12

while totals are from Uniop budget.
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9
11(b). Resources transferred from Union to States

Grants under

Share? of Share” of
Income  Union
Tex . 5 Excise Article Article 275 Article
Duties 273 : 278
General Grants
Grants- under
in-aid provisos
Andhra . .
Assam . 1,39 46 78 1,00 69
Bihar - 5,99 2,04 75 17
Bombay 10,67 1,82 8
Hyderabad 2,47 95 13
Madhya Bharat 96 40 8
Madhya Pradesh 3,19 1,08 17
Madras . . 9,42 2,89 9
Mysore 40 3,45
Orissa 2,08 74 13 75 2z
Pepsu 41
Punjab 2,06 64 1,25 2
Rajasthan 1,92 77 . b
Saurashtra . . 40 2,75
Travancore-Cochin . . 4% o 3,04
Uttar Pradesh . 9,56 3,20 ‘ . .
West Dengal 6,86 1,26 1,50 3o
Jammu and Kashmir . . e . -
Ajmer . .
Bhopal . . .
Coorg . . . .
Vindhya Pradesh
Kutch .
Unaljocated sums or 58 13 {(— 4
adjustments.
Total 56,08 16,83 3,I5 5,18 1,59 925
W Chmbn wrefrn Porrana ;s [ . Qenen l-.«__‘l-:,.&.-. L 5| PR I



through devolution of revenue und grants—-1952-53,
(Rupees in lakbs)

CGrants under Article 232 T 'ransfer
- - - from
Rehabilite.  Grow  Grants  for {)ther Central
tion More Community Frants Road T'otal
Grants Food Projects, Fund

Graats  National Ex-
tension Service

and Local
D et

. 23 X 1 1,32 595
76 ] 23 16 10,19
. 2y 1 1,00 33 14,17
.. - 7 21 v 3,76
e 7 10 .. 1,61
3 4 7 52 4 474
3 58 54 13,59
ce 3 L .o o 3,89
. 53 7 = 4 4,58
. 4 £ 3 2 51
-3 3 Vs 4 22 429
s 4 14 17 3,09
‘e & £ 22 ] 9.62
. )s s 2 13 3,70
;é o 17 58 23 14,32
"4 ¥ 12 3 32 11,23
2 : . s £,084 . 1,66
. ., . 1,05 1 1,06
. 3 3 I 7
2 . e . . 2
5.69 1,06 (—y37 1,89 -—) 1,49 745
Sy2d 3,37 %0 8,09 2,22 I,13,40

8re from Union budget.



Loy

11(e). Resources'i&ansferred from Union to States

Grants under

Sharej of Share, of  Article Article 275 Article
Income Union 273 278
Tax Excise
Duties

(Genergl  Grants
Grants- under
in-aid  provisos

Andhra . 1,76 46 e . 8 .
Aszam 1,40 43 75 1,00 . 79 41 ..
Bihar . 6,03 1,93 75 41 22 .
Bombay 10,76 1,72 . . I3 .
Hyderabad 2,50 90 . 20 3 ..
Madhya Bharat 97 38 - 9 7 .
Madhya Pradesh 3,21 1,05 s 25 20 .
Madras 3,07 B1 v .. I -
Mysore 7 2 .o 40 I 3,46
Qrissa 2,09 72 15 [*34 22 -
Pepsu 42 34 .. 5 e -
Cunjab 2,08 A1 e 1,39 5 -
Rajastiian 1.94 73 e 20 4 -
raurasheea 40 1 2,75
Travancore-Cochilni .. .. .. 15 .e 2,80
Uttar Pradesh 9,64 3,02 .. .. .a e
West Bengal 6,92 1,19 1,50 30 [¢4]
Tammu and Kashmir . . . . - .
Ajmer . -
Bhopat . -
Coorg e .. -
Vindhya Pradesh . . -
Kutch . .. .. - .. .e -
Unallocated  sums, 4,43 1,23 - . .. —)7 4

transfers to the

composite State of -

Madras for the

first six months of
the year or ad-

ustments.

i
Total ?

57,29 15,55 f 3,15 6,55 v 2,28 9,05

NoTe.—Statewise figures are from Statc budgets, while totals are from Union
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11(d). Resources transferred from Union to States

Grants under
Share of Share of

Income Union

Tax Excise
Duties  Article Article 275 Article
273 278
General  Grants
Grants- under
in-aid provisos
Andhra . . 3,26 96 o e . .
Assam . . 1,33 42 75 1,00 1,79 .-
Bihas e 579 1,87 75 55 31 .
Bombay . . 10,39 1,68 .a .. 238 .e
Hyderabad . . 2,67 8y .o 27 I .
Madhya Bharat . 1,04 © 37 . 9 16
Madhye Pradesh . 3,12 99 . 33 28 .
Madras . . .57 1,47 .. 2
Myesre - . iz i . 40 1 345
S “ 9 o . e 13
Pepsu . . 15 i .. 5] e .
Punjab . . 1.93 <9 .. 1,44 4
Rajasthan . . 2,08 71 .. 26 16 .e
Saurashtra . . . . .- 40 1 2,75
Travancore-Cochin ‘e . . 45 I 2,30
Uttar Pradegh 9,34 2,98 .. . .- .
West Bengal . 6,68 1,16 1,50 8o 12 .
Jammu and Kashmir o .. L. . .. .
Ajmer . P o - . . .
Bhaopal . o s . .e e .e ‘e
Coorg . . .. .. .. e .. .
Viridhya Pradesh . ‘e .. - . . ..
Kutch . . .. .. ‘e . .. .
Unallocated sums or (—) 1 (—y1 -’ . 3 (—)19 .
adjustments
Total 5595 15,11 3,15 7,05 3,46 9,00

NoTe.—State wise figures are from State budgets, while
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12. Budget estimates of revenue and expenditure of States for

1957-58.

(Rupees in lakhs)

Total

Revenue

Per
Capira

Total

Expenditure

Per
Capita

Andhra Pradesh
As:am

Bihar

Boynbay

Kerala

Madhya Pradesh
Madras

Mysore

Orissa

Punjab
Rajasthan

Uttar Pradesh

-
Wist Bengal

Jammu and Kashmir

Taotal

52,90
23,79
43435 ()
1,09,35
27,90 (&)
50,06 {(a)
57,86 (a)
37,16
21,89 (a)
39,36 (b)
29,31 (a)
89,30 )
39.04
7,66 (1}

I6'g
264
11°2
226

~

204

57,18
28,36
66,57
1,03,44
29,86
53:39
60,46
44,97
24,60
41,97

31,82

13-3
315
17+2
214

22-r

. 6,50,23

(a) Tncludes caétrof proposals for additional taxation,

{6 Does not include effect of budget proposals.
Note.-—Revenue includes provision on the

basis of

of Finance Commission and Central grants,

interim  recommendations




pre
13. Revenue from Union Duties

Excise Duty on 1948-49  1949-50
Motor Spirit . . . . . . . . - . 41X I.73
Kerosene . . . . s » . . . N 20 22
Silver .. a . . - - N . a B ae .
Sugar . N . . . . . . N . 6,47 7:34
Matches . . . . . . . . ° - 730 757
Steel Ingots . . . . . . . 0 - . 46 B 52
‘Tyres . . . . . . . - . - 1,98 3,57
Tobacco . . . . . . . » . 25,46 28,23
Vegetable Products . . . . . . . . 1,96 2,28
Coffee . . . . - . . . . . 49 50
Tea . . e, . . . . . . 3,66 2,%4
Covan Cloth . . . . . . . . . 87 12,33
Artiﬁc.ia]Sllk . . “ - - « - M .

Cement . . . v . . . . . R
Footwear . . . . . . . . . .
Soap - . . . . . L] . ? [}
Woollen Fabrics . . . . . . . .
Electric Fans . . . . . . . . .
Electric Bulbs . . . . . . - . .
EICCtIiC Batteries . . . . - ' . . -
Paper . . . . . N . . . .
Paints and Varnishes . . . . . . . .
Vegetable Non-essential Oils . . . . . . .
Refined Diesel Qils and Vapourising Qils . . . .
Industrial Fuel Qils . . . . . s

- (Diesel Oil and Furnancc 011) 7
Rayon znd Synthetic Fibres and Yarn - . . . . .

Motor Cars . . . . . » . . . N

Coal Cess . . . . . . . . . . 1,02 1,32
Cess on Copra . . . . . . .
Cess on Oils and 011 Secds . . . . . . .

Miscellaneous . . . . . . . . . 36 33

TorAlL—Gross Revenue . .. . £1.64 68,48

Dedv :t—Refunds and drawbacks . . Peror —63

Total . . . . . 50,63 67,85

(Source :



b
of Excise—1748-49 to 1957-88. ~

e7

Rupeves 153 lakhs)

1950-51  1981-82  1952-83  19§3-54  1054-3¢  1055-36 1686-<r 1097.<8
Revised Budger

2,08 2,07 2,IT 2,47 9,87 23,05 23,20 32,50
28 26 24 33 93 7,43 2,75 3,00
6,46 8,41 n,G3 [4.36 8,26 I8.58 pleRds =70
8,07 3,69 9:45 .32 9,258 10.€8 10.cC T34l
54 55 61 6o 67 69 6s 5,65
4,04 6,09 4,40 4:95 5,3 .82 .70 570
31,99 35,55 34,68 33.c0 3120 36.46 35.5¢ 40,68
2,19 2,45 2,75 2,79 3,13 3.h2 KRl 330
1,17 77 59 77 o8 93 1.03 1,20
3.36 4,31 3.46 2,C9 3.1¢ 1.17 350 4.Co
9,26 16,36 13,46 21,67 27,5¢, 28,18 £9.5% T2.00
Iz 49 2,18 8o 8o

10 2,11 2,22 2,30 8,50

8 82 34 £5 B

6 T.4C .55 [ Lo

M 33 ) -3

5 27 23 a3

T 25 33 ]

< 3 50 p

21 2,608 2.95 5-13

s} 1,01 1,10 [,i0

a 5,00 777

6 2,70 1.65

47 2,13 2,71

23 90

27 80

1,62 1.66 2.42 2,54 2.45 2,38 2,45 2,45
3 8

20 20

44 42 62 72 .91 76 55 55
71,50 87,61 84,73 96.06 110,16 149.24 190,63 261,82
—3,06 —1I,83 —1,70 —1.08 2,14 —13.59 —I.9C —2.25
67,54 85,78 83,03 94,98 108,22 145,25 188,73 259,57

(;Tm‘on budgets)







- 1
14, Loans made by Government of [adia beiween 15th August 1947
and 31st March 1956 outstanding on the latier date

Andhra, .
Assam] . -
Bihar .
Bombay . .
Madhya Pradesh
Madras . .
Orissa . o
Punjab . .
Uttar Pradesh
West Bengal
Hyderabad .
Madhya Bharat
Mysore . N
Pepsu . .

Rajasthan . s
Saurashtra s
Travancore-Cochin

Jammuo and Kashmir
Ajmer . .
Bhopal . .
Coorg . B
Vindhya Pradesh

Totai

Amount
Number JRupees in
Lakhs;

13 £231°14
(3T 176726
178 5199-42

177 5950-31
137 253445
I7r 6I13:63
130 704366
230 1546977
223 9016 42
307 1346546
113 2307 40
it 140384
TI4 238654
iz5 1217 4%
x55 397749
113 1352°88
61 124745
41 151761

42 9604
74 187-10
24 2659
46 218 o7

2792 B8o30:C4q
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