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I. IntJ·odudory 

Thit·, JTin,:1h_,.- Commission, t.ht~ :wcon,! i.tl t,~: >:>Pl. ,J.p ur.dt~j ,_1d.td.e 

1/1{0 r,,i H:if Cm:;-:i.itu.tion, was constituh·:d hy ,w \ 'rd+;r ot ~ht! Pn.•~tdPnf. 
'(No. SJl O. 1:::fl:·, ,fated 1st .Tune 19:i6) v•hid, i,, r·ep1·,.d11,·,~: t-.. J,,w 

•·In .1n.a·,;1.umce of the provisions or actJdt.· ~80 of tbt~ Corn-;t-rtc:· 
tiot of ladia and of the Finunce Cqr1mdssion (IVLtsceiJ,rn~· 

ous Provisions) Act, 1951 n3 • of lH'\ I, die Pres1dn,t ,s 

p:irn1sPd to constitute a F.inatu.'.f' Cmr.t1n1ssiou .c'om,i'.~ting nj 

Sh1 ~ K .. Santhanam, lately Lt. Governor of t.bt State of 
Vindhya Pradesh, as the Chainnan ,ind the- following 
four other members, viz., 

1. Shn Ujjal Singh, former Fin•~ncc- l\.'.fit1::.;•d.P1',. Fiv1~iab 

2. ~Hru L. S. Misra, retired Chh!f . .r JJ.SUU: HydE:rabad. 

3. ,Shri. M. V. Rangachari, fur sorne mf' F'.inauce Secre­
t~ry, Government of Ind1a. 

H. N. Ganguli, Ddh.i 

2. The .members of the Comrni.sslon shall hold office for .a 
period of fifteen months from the date on which they res• 
pectively assume office, 

3. The members 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-· 
tem.ber, 1956, part-time serviCe, and thereafter whole­
time .service, to the Commission. 

4, The Commission shall, in addition to making recommen­
dations as to the matters specified in sub-clauses (a) to 
(c) of clause (3) of article 280, make recommendations 
as to the follow'ng matters, namely:-

(a) the sums which may be prescribed under artic· e 273 
as grants-in-aid of the revenues of the States of 
Assam, BJiar, Orissa and West Bengal, 'in lieu of as­
ilgnment of any share of the net proceeds in each 
;rear of export duty on jute and jute products to 
t[1ose States; 
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(b) the States which are L1 need of assistance by way 
of grants-in-aid of the revenues of those States under 
article 275, and the sunc.s to be paid to those States, 
having regard, among";;ther considerations, to: -

(U the requirements of the Second Five Year Plan, 
and 

(ii) the efforts made by those States to raise addJ.. 
t.ional revenue from the sources available to 
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 
agricllltural land, levied by the Government of India 
in the States within which suoh 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 the Government of India between 
tbe l ht:h day of August 1947 and the 31st day of March 
1956."' 

On :!2nd May 1957, we received two additional references from 
the President. The communication from the Principal Secretary to 
th<> Government of India, Ministry of Finance, containing these 
references is reproduced below: 

"The Government of India, in consultation with the State 
Governments, have decided that an addJtJ.onal duty of 
excise shouid be levied on mill-made tex,iJe», sugar and 
tobacco, including manufactured tobacco, in replacement 
of tbe. sales taxes now levied by the State Governments, 
the net proceeds being distr:ibuted among the States, 
subject to the present income d.erived by e3_ch of the Staters 
being :,$sured to it. Necessary legislation w··JJ l:w pr"moted 
shur1:Jy for tbe levy, by the Centre, of this Bd,fa1:ional duty., 
Tn this connection the President has been pl~a"ed tn decide 
that the Firnrnce Commission sbould b<' recpi~sted to n,ake 
recommenfa1fon~ 1:(, b.im as to tbe prindple:, whwh ,;h1:1t!lcl 
govern th~ distdbutJon of the net proceeds ,if thl.s ~dd!~ 
tional duty '!mong the States and the amounts which should 
be assured to the States as the income now der!ved by 

', .' = them from the levy of sales taxes on these commodities. 
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2. The Presid('nt has aL, hrc,n pl<'A~<'d 10 d('c1de 1hat t hA Com­
mission should be r!'quest<'<l to mAkc recom mendB. t i rms to 

him as 10 t he prmr,p lr, \'- J.1<'T' shoi..:l rl goverri t he d1st ribu · 
t.Ion. undrr a r1 iclc 769 () f ~he Const itu t ion . of t he net: pro­
ceeds in any Arnnwin l yPcir of thr f.9x on rnih a v f8res pro­
posed to h levipd by th <. [failwa. Passenger Fares Bill. 
Hl57, jn1 roduced m the Lok SnbhR on 15th 11ay. t957. 

3. I an, to request Hu~t these two references
1 

vhich an~ add:­
tional to those made in para 4 of the Order of the Pre ident 
No S.R.O. 1285, dated l sl J une, 1956, may be placed before 
the Commission for necessary action." 

\\ e assumed office on 1st June 1956. Our term of office was extend­
ed by a month and we completed our work on 30th September 1957. 

2. Before the formal consti tution of the Commission, the Govern­
ment of India took preliminary steps for the collection of material for 
the use of the Commission. Towards the end of January 1956, a senior 
officer of the Finance Ministry, Shri l\i. V. Rangachari, selected to be 
a member of the Commission, was appointed as Officer on Special 
Duty in the Min~stry, and on 1st April 1956, Shri K. Santhanam also 
took over as Chairman-designate. In addition to securing the nucleus 
staff of the Commission, the Finance Ministry requested the State 
Governments to furnish forecasts of their revenue and expenditure 
for the fi~e years beginning on 1st April H}57 and memoranda contain­
ing their views on matters on which the Commission had to make 
recommendations to the President. The Civil Accounts Officers were 
also requested at the same time to supply certain statistics of Central 
loa.ns to the States. After we assumed office, we wrote to the State 
Governments on 7th June 1956 asking for additional information) 
which was likely to be of interest to us, and invited their views on the 
principles which should govern the distribution of the estate duty 
on property other than agricultural land and their suggestions regard-

• ing modificat ions, if any, in the terms of the loans taken by the 
State Governments from the Union between 15th August 1947 and 
31st March 1956. On 12th J uly 1956; we issued a press note asking 'for 
the vie\vs of the public on the matters to be considered by us. On 
receipt of the tv:o additional references in May 1957, we wrote again 
to the Stat e Governments for their views -... hereon and for certain • 
data coDncc,+,ed therewiLt. The relevant correspondence and the press • 
r.0te 3! , r .:: ~r,-or~uced 1n ;'_ppcnd;x I. 



3. We received from the Union and State Governments the fore­
casts and information required by us as well as detailed memoranda 
setting out their views on the various i£:3ues. They also readily sup­
plied all supplementary information we required. 

4. Under article 220 of the Constitution, the qualifications requis:te 
-for &ppointm-ent as mem-bers of the Commission and the manner of 
their selection have to be de'.ermined by Padiament by law. This 
article also lays down that the Commission shall have such powers 
in the performance of their functions as Parliament may by law con­
fer on them. The Finance Commission (Miscellaneous Provisions) 
Act, 1951, enacted in pursuance of those provisions and as amended 
by the Finance Commission (Miscellaneous Provisions) Amendment 
Act, 1955, is reproduced in Appendix .II. 

~- The Constitution and the Act referred to in the last paragraph 
authorise the Commission to prescribe th1::ir own rules of procedure. 
We accordingly made our rules, based more or less on t'le 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 State 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 Commission (M.scel­
laneous Provisions) Act, 1951, makes any reference to the staff to 
be employed by the Commission. The staff has, therefore, to be 
recruited 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
fied 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 
more than one year should be made through or with the consent of 
the Union Public Service Commission. While we realise that the scale 



5

of remuneration for the staff and the method of their recruitment 
should follow the general pattern adopted by the Government, we 
suggest that the question of making suitable relaxations i.n order to 
expedite the work rnay be considered before the appoint.1nent o( the 

next Commission. 

7. In one direction, we made a departure from the procedure 
adopted by the last Commission. We felt that it would be useful to 
meet the representatives of the press and keep them infor:ned 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
forence on the conciusion of our discussions with each State. These 
conferences were generally well attended and the representat,ves of 
the press showed. a lively inter2st 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 conferences held liy' us 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 Cornmission under article 275 of 
the Constitution. The majority of the Comm'ssion felt that clause (2) 
of article 275 covered not only the substantive port'on 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 1night be p!eas2d to issue neces­
sary ordCrs to enable the Commission to make rccommcndat'.ons re­
garding grants under the provisos. W c were informed in reply that 
the President had been advised that as the duty of the Commission to 
make recommendations ,vc::.s only in respect of grants-in-aid as to 
which Parliament could make a law under clause (1) of artjcle 275 
and as the provisos constituted exceptions to the m,ain provision and 
there was no mention in them of Parliament making any law, the 
power of the Commission to make recommendations under clause (2) 
of article 275 did not extend to the grants under the two provisos . 

. The Presider.I accordingly decided that no order need issue asking 
for the Commission's recommendations regardipg 
the provisos to article 275. The co,respondence 
Appendix VI. 

the grants und~r 
is reproduced in 

9. The recommendations of the first Finance Commission \\·ere 
gi,'en effect to for the five years rnding 31st March 1957. O,:ice a 
Finance Commission is appointed u,:ider article 280 of the Constitu­
ti Jn, the President cannot. without co!1sid-ering the recommendations 
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G 
of the Comm:ssion, issue any orders i::nder articles 270, 273 and 275 
'/or transfer of resources to the 3tates. There was also the further 
di:11culty that, owing to the reori:;anisation of States, the Union Duties 
of Excise (Distribution) Act became inapplicable from 1st April 1957. 
It was not possible for us to make our final recommendations in time 
for steps to be taken for the necessary devo_lution for 1957-58. 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 docided, therefore, to submit an interim re­
port so that temporary provision might be made for these purposes. 
In framing that report, we wished to maintain the then existing posi• 
tion with the minimum readjustments necessitated by new deve!op­
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 
finandal 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 nec.,ssary. 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 t:i.e meetings. w., 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. Some of us also visited the border and tribal areas in certain 
States and several institutions connected with development and we)­
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-opera lion. We 
met the representatives of State Governments again in New Delhi 
from 22nd July to 1st August 1957 to hear their views on the two 
additional references. We also held discussions with the representa­
tiv<!S of certain Central Ministries on matters 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 
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meetings with the State Governments and the representatives cf the 
Central Ministries are given in Appendix VIII. 

11. We shall now give a br.ief account of the scheme of the report. 
It should be treated, generally, as a continuation of the report of the 
last Commission. In regard to the historical background and the sta­
tistical data, we have not considered it necessary to go over the ground 
already covered in the report of our predecessors. We have, how- . 
ever, tried to bring the material up-to-date. In Section II, we have 
briefly reviewed the constitutional and other developments since the 
report of the last ·commission. In Section III, we have considered 
the functions of the Finance Commission vis-a-vis the Planning Com­
mission, in the context of the impact of the first and second five year 
plans on the finances of the Union and the States. In Section IV, we 
have examined cer_tain aspects of the constitutional provisions relat­
ing to the functions of the Commission. In Section V, we have 
att,empted a brief survey of recent trends in federal finance in some 
other countries. • In Section VI, we have dealt with the principles of 
grants~,-aid and in S:ection VII, we have reviewed the.States' finances 
since the last Commission's report. In Section VIII, we have broadly 
explained · the manner in . which we have assessed the needs of the 
States. In the next eight Sections, we have dealt successively with 
the distribution of. taxes on income,· the division of Union duties of 

' excise, the determination of grants-in-aid payable in lieu of jute ex-
. port duty1 the determination of grants-in-aid under the substantive 
portion of. article 275 (1), the distribution of estate duty, modification . . 

of the t~rms of Union loans to States, the distribution of the additional 
duties of excise to be levied in lieu of sales taxes on mill-made tex­
tiles, sugar and tobacco and the distribution of the tax on railway 
fares. We have added a Section dealing with some miscellan~ous 
points arising out of our work and have wound up the report with a 
.resume of our recommendations, a concluding Section and acknow-

- I 
ledgements. • 

. II. First and Second Commissions . 

12. Under the provisions of the Constitution, a Finance Commissi-0n 
has to be appointed on the expiry of every five years or earlier if the 
Pr€sident so desires. This ensures a measure of continuity in the 
work of these Commissions and each Commission gets the advantage 
of the work of its predecessors. Our task as the second Commission 
has, in many ways, been made easy by the work of the firs t Finance. 
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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 1952, 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 September 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 K~shmir. 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 Hyderabad 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 'l'amil-speak­
ing taluks have been transferred from Trava.ncore-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 M!ldhya Bharat 
along with Vindhya Pradesh and Bhopal to form the new State of 
l\/Iadhya Pradesh. An area of roughly :1,000 square miles has been 
transferred from Bihar to West Bengal These char,ges came into 
effect ~!! 1.st November 1951t 



l5. There are now only fourteen States and six Union ~erritor:es, 
latter being directly administer'ed by the Union Government with the . - , 

their receipts_ and ~xpenditure _forming part of. the Consolidated Fund 
f India. This radical reorganisation may simplify the task of future 

;inance Commissions.. But our task was complicated by the break in 
the continuity of the majority of the States and the difficulty of 
arriving at estimates of their financial position, consequent upon the 
extensive territorial changes. 

16. In April 1953, the Government Ff India appointed a Taxation 
Enquiry Commission to make a comprehensive enquiry into the tax 
system of the country. Their report was published early in 1955 and 
has been·under consideration of the Union and State Governments. Of 
their recommendations, those relating to the sales taxes were particu­
larly important and, so far as they concerned the Union Government, 
they have been implemented by the enactment of the Constitution 
(Sixth Amendment) Act and the Central Sales Tax Act. lVIany of 
the State Governments are still in the proc2ss of revising their sales. 
tax laws in the light of the recommendations of the Commission: 

17. Another d~velopment was the financial integration of J::.mmu 
and Kashmir witll India. Under articles 278 and 295 of the Constitu­
tion, as applied to that State by. the Constitution ·(Application to 
Jammu and Kasijmir) Order 1954, the Government of India and the 
Government of Jammu and Kashmir entered into an agreement under 
which the State Government became entitled to receive its share of 
the divisible pool°of tax;es on income· and of Union duties of excise as 
well as grants-in-aid on the pattern applicable to other Part B States. 
This agreement, which came into effect on 1st April 1954, was to con­
tinue in force until terminated or modified after consideration of the­
report of the Finance Commission constituted after the commence­
ment of the order. Jammu and Kashmir thus came within our pur­
view and we incP-..1ded it in the scope of the recommendations made­
in our interim report. ·After the receipt of that report the President 
terminated the agreement with effect from 1st April 1957, from which 
date Jammu and Kashmir stands in the same position as th2 other • 
States for ~purposes of sharing taxes and receiving grants from the 
Union. · 

l8. The scope of our work is also somewhat wider because of the • 
additional references which have been made to us. We have been 
asked to advise on the principles to be embodied in the law of P arlia­
ment regarding the distribution of the net proceeds of the estate duty 
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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 tb'.,1 
amounts to be guaranteed to the States as their present income from 
sales taxes on these commodities. \Ve 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. Our terms of reference enjoin that, in recommending the 
grants-in-aid of the revenues of the States, we should, among other 
matters, have regard to the requirements of the second five year 

✓ plan, We have, therefore, sought to make provis'ori in our scheme of 
devolution for its implementation. The first five year plan was in 
j)j)eration when the last Commission conside~ilie-problem of the 
States' finances. They made no' specifi~ reco~endation regarding 
the implementation of the plan and left it to be financed partly by the 
additional revenue to be raised 15yfne si,'.;tes, partly by the devolu-. 
tion proposed by the~ and ·partly by-grants from the Union under· 
article 282 of the Constitutioo.-frr-th:e--'fesult, out of the estimated 
revenue expenditure of Rs. ~ erores in the last four years of the 
first plan, the States met Rs. 77 crores from the proceeds of addition11cl 
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 develop• 
ment as embodied in the plan. The sums 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 or-devolution. In our 
assessment of the needs of the-Sfates, we have, therefore, taken into 
account their basic as w~_i,;;_ developmental needs. 

20. This immediately posed the quest:on of how the developmenta:1 
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 somEc of the State Governments and in our discussions 
with them, they made the point that in certain spheres the plan was 
insufficient and claimed assistance from us for enlarging it. The 
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d five year plan has been formulated after long and detailed 
secon h Pl . . . ultations between t e annmg Cornm1ss1on and the State Gov• 
-cons • ·t· h b d • • 1 d ents. The pnon 1es ave een etermmed and schemes me u ~ 

er::fter taking into account the requirements and resources of ~he 
de tes and the dispari ties in their development. The plan as a whole -~!: been approved by the Nationa! De:7elopment Council and Parlia~ 

t \Ve did not, therefore, consider 1t proper to assume the role of men• . 
revising body. We accordingly made it clear that, while it \Vas 

; en to the States to move the Planning Commission for modification 

0
~ the plan or for increase in the provision made in it for any scheme, 

we would accept the allocation as finally made by the Planning 

Commission. 

21. There were doubts regarding the break-up of plan expenditure 
between revenue and capital. As we were mainly concerned with the 
revenue position, we requested the States and the Planning Commis­
sion to give us an agreed break-up. This was done. 

22. In the result, our main investigation has b2en directed towards 
obtaining a reasonable forecast of the committed e;.;:penditure of the 
States for the five years from 1st April 1957 and of the revenue during 
this period at the level of taxation existing at the end of the first 
five year plan. 

III. Planning and Finance Commissions 

23. We had some difficulty in dovetailing -our work with that of 
the Planning Commission owing to two factors. First, the second 
five year plan cov~rs only the first four years o~ the quinquennium 
to which our recommendations will apply. Secondly, the plan does 
not distinguish bet

1
ween revenue expenditure . and capital expendi­

ture, while our main function under the Constitution is to make re­
commendations fo~ the devolution of revenue resources. We, 
therefore, obtained \ from the Planning Commiss!on a state-wise 
brea1{-up of plan provision between revenue and capital. 

\ 

24. In assessing the needs of the States, we had obviously to take 
info account the estima~es framed by the Planning Commission in 
consultation with the State Governments. For this purpose, the Plan­
ning Commission had made an assessment of the existing resources of 
each State, its committed expenditure, the expenditure necessary for 
its second five year plan and the additional resources to be raised 
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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 froni 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 
1954-55, 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 figures adopted by the Planning Commission and thru,e 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 underestimated ' 
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 Governments 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 com;Jleted 
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 t~ 
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 
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. grants. We mention them here because nei ther the P lan-
tc11111g · th St t Go rna ......,,.,,j5s10n nor e a e vernments nor ours2lves have been 

. g COt!JJ•• • • t h 
n1n 1culate their impac on t e fin ances of the S tates with any 
ble to ca 

a. f accuracy. 
degree o 

S e anomalies inevitably arise w here the funct ions of th 2 27. om . . . 
missions the Finance Commiss10n and the Plannina Commis-Cotn ' . o 

two lap The former 1s a statutory body with limited functions . n 0 ver • , 
510

.' ~he latter has to deal comprehensiv2ly with the finances of the 
while L • • 

•. nd the States 1n the widest sense of the term. So Ion cr as 
u n •OI1 a b 

h, these Commissions have to function, there appears to be a r .2al 
bot · d. t . th • · d for effectively co-or ina ing eir work. It will be an advan tage 
nee · • d d b th . if, in future, th~ p~r10 c_overe Y e r 2commendations of a Finance 
Commission c01nc1des with that of a five year plan. Further, it is 
desirable to eliminate the n ecessity of making two separate assess­
ments of the needs of the States. 

IV. Constitutional Aspects 
I 

~ 28. We shall examine briefly the provisipns o'f the Constitution 
relating to the work of tl~e Finan ce Commission. The relevant 
articles are reproduced in Appendix IX. 

29. According to article 280, the Finance Commission have to 
make recommendations to the President on two specific matters and 
on "any other matte~ r 2ferred to the Cnrn.1nission by the President 
in the :nterests of sound finance". 

f 
-30. The two specific matters are-

(i) the distribution between the Union and the States of the 
net proceeds\ of taxes vvhi~h are to be, or may be, divided 
between them and the allocation between the States of 
the respecti~e shares of such proceeds; and 

(ii) the principles which should govern the grants-in-aid of ~: 
the revenues of the Stat es out of the Consolidated Fund 
of India. 

d' ~1. The Constitution makes it mandatory under article 270 to 
lVIde ta . . u . xes on income other than agricultural income between the 
n1on and th 

.. e States. For this purposf , taxes on income exclude 
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corporation tax and any surcharge which may be levied for Union, 
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 to represent proceed!f 
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 Commission, 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 to make a specific reference in this 
matter to the Commission. T_her_e___ is no obligation ..9.11 .. Jhe . .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 whole or any 
part of such duties. should be paid out of the Consolidated Fund of 
India to the States. The principles of distsibution among the States· 
have also to be prescribed by law. In the casP. of excise duties, the 



-
Finance Ccmmissio~·s r _commenda L•\1' q ~.vill a~si3t the Unfon 
Government in plac ng approµr i -.te 1egi:,lation bP;o1-c .?c•riiarnent. 

35. A.rticle '28l\ , .r: orig~nally e!1.1ct.ed, required t 1te Corn .. . 1issinn 
to make recommendations on another matter, namely1 the contjnu­
ance or modification of the terms of any agreements ,~ntered into 
under artkles 278 and 306 with States jn Part B of the First Schedule. 
The Constitution (Seventh Amend_ment) Act, 1_956, abolished. Part 
B States and deleted these two al·ti.cJes as well as the sub=clause of 
article 280 dealing with such agreements. 

36. The Comrnission have also to make recornrnendations to the 
President in regard to the sums which may be prescribed by him 
under article 273 as grants~in~aid of the revenues of. the States of 
Assam, Bihar, Orissa . and West Bengal in lieu of the assignrrtent of 
any share of the net proceeds in each year of export duty on jute 
and jute products. These surns are payable so long as any export 
duty on jute or jute products continue'::; to be levied by the Govern-. 
ment of India or until the expiration of ten years from the commence-
ment of the_ Constitution~ whichever is earlier. 

37. Article 275 deals with the grants~in-aid of the revenues· of the 
States. These grants~in~aid are to be provided by law of Parliament;. 
but clause (2) of this article states that until provision is made by 
law1 the President can exercise this power by · order~ His power is~ 
however1 conditioned by the proviso "that after a Finance Com.mis~ 
sio:n has been constituted no order shall b~· made . under this clause 
by the President except after considering :.the recommendations of 
the Finance CornmissionH. No reference to the Commission is :neces= 
saryl if the grants=in=aid are provided by law of Parliament or if the 
President considers thcl.t no State is in need of assistance. The­
President has1 howeveri referred the m.atter to the Commission. _But, 
as mentioned in paragraph 8, the gTants contemplated under the tv.ro­
provisos to article 275 (1) have been held to be outside the jurisdic0 

tion of the Commission. 

38. Under article 280 (3) (b) the Finance Commission have the 
duty of making recommendations as 16to the principles which should 
govern the grants~in=aid of the revenues of the States out of the 
Consolidated Fund of Ind.fa". 

39. Under article 280 (3) (c) the President rnay refer to the Com= 
mission any matter which he considers to be in the interests of sound 



finance. Under this prov1s1on, we have been asked to make r ecom, 
mendations as t o the principles which should govern the distribution, 
.among the States, of the net proceeds in any financial year of 

(a) the estate duty in r.espect of property other than agricul, 

tural land; 

(b) the tax on :railway fares ; a.nd 

( c) the additional duties of excise on m.ill=made textiles) sugar 
a.nd tobacco (.inc:tuding manufactur:ed tobacco), to be 
levied in replacernent of the sales taxes on those articles, 

In the -case of the last iten1, we have also been asked to recommend 
the an1ounb, which should be assured to each S :ate as t he income 
now derived by it frmn the kvy of the sales t axes on these 
con1111od.ities. 

-:iCl. The C01nmission have further been asked under the same 
provision to r ecom1nend -the m odifications, if any1 in • the rates of 
inter est and the terms of repayment of-tjie loans made to the various 
Stat es by the Government of India between 15th August 1947 and 

.31st lVlarch 1956. 

41. The recommendations regardin$ the three additional terms of 
reference mentioned in paragraph 39 above have to be impleme1~ted 
by law of Parliament, w.hile those relating to . loans may be given 
-effect · to by executive · order. 

42. The estate duty and the tax on railway fares are taxes "includ­
·ed in article . 269 of the Constitution. Clause (2) of that art!cle 
states that Ht.he net proceeds in any financial year of any such duty 
or tax, except .in so far .as those proceeds represent proceeds attribut­
able to Union territories, shall not form part of the Consolidated Fw1d 
of India) but shall be assigned to the States within which that duty 
or tax is leviable in that ye~r, and shall be distribut ed among those 
Sta'~es in accordance with such p r inc~ples of distr ibution as, may be 
formulated by Parlia1nent by law". 

43. Except in relation · to the Union territories and to the extent 
of a Central surcharge, if any, the Union Government have no share 
in these taxes and are entrusted merely with their levy, collectio!l 
and distribution. It is obvious that these taxes have been placed 
under the Union Government to ensure uniformity of taxation and 
cc:,nveriience of collection. As regards d istribution, though Parli8' 
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ment is free to formulate any principles of distribution in respect of 
these taxes, we consider that, to the extent to which they can b~ 
reasonably ascertained or estimated, each State should receive, as 
nearly as may qe, from these taxes the amounts which it would have 
raised if it had the power to levy and collect them. 

44. The recommendatiqns of the Commission thus fall under the 
following categories for tje purpose of implementation: 

(i} those that have fo be implemented only by Presidential 
order, namely, tpose relating to the distribution of income 
tax_ and grants-in-aid in lieu of assignment of any share of 
the net proceeds· of export duty on jute and jute products; 

(ii) those that may _ Be implemented by law of Parliament and 
until ·enactment Jf such law, by Presidential order, namely, 
those relating to the grants-in-aid under the substantive 
portion of article 275; 

-·(iii) those that _have to be implemented by law of Parliament 
alone, namely, those '~elating to th~: distribution of · excise 
duties, estate duty, tax on railway fares and the additional 
duties of excise; and • 

(iv) lastly, those that may be implementeq by executive order, 
namely, those relating t_o the modifications of rates of 
interest and the terms· of repayment of loans. 

V. Recent Trends in Federal Finance 

45. It may be usef1:1l at this point to review the recent trends in 
federal finance in some ·other countries. In Chapter IV. of their 
report, the first Finance Commission have traced briefly the experi­
ence of other federations in relation to shared revenues. We do not 
propose to cover the same ground again, but shall review the subse­
quent developments in a somewhat wider perspective. 

46. In the United States, financial relations between the Union 
and the States have recently been the subject-matter. of study and 
review by a Congressional Commission on Intergovernmental Re:a­
tions. The report of the Commission, made in June 1955, is a valuable 
study in the problem of fed eral financial relations in that country. 
It contains many important recommendations regarding the pr inciples 
on which grants should be made to the States and the conditions 
that should govern them. The Commission hold that, in the context 

_____ .u_l_.:.7 M nf F--~. 
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• of the constitutional development of the United States, con~al 
grants represent a basically sound tec!mique despite their piecemeal 
development and hotch-potch appea:rance. They emphasise that 
grants should be made only for clearly indicated and important 
national objectives, that theJ 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 
which 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-Provincial 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 195;l agreement suitably adjust­
ed for·population growth; 

(2) it may get 95 per cent of the payments actually made to 
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 ce_nt on corpora­
tion incomes in the Province, (b) 10 per cent on individual 
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incomes earned within the Province or on incomes accruing 
within or without the Prov:nce to residents in the Province, 
and (c) 50 per cent of the proceeds of the Dominion 
succession duty chargeable on property attributable to a 
Prov:nce. If necessary, a tax equilisation payment wUl 
also be made to a Province to raise the per capita payment 
to -it to the average per capita payment to the two 
wealthiest Provinces. 

49. In spite of these attractive terms, Quebec has stayed out of 
these arrangement$ and Ontario has agreed to rent only the individual 
income tax field. The other eight Provinces have agreed to vacate 
the entire field of income and inheritance taxes. 

50. In Australia', only inc~me tax has been taken over by the 
Commonwealth fro.m the States. The scheme of compensation for . 
the surrender of tax,ing powers by the States was originally laid down 
in the States Grants (Tax Reimbu~sement) Act, 1946, but the ,. com­
pensation payments due to the States have increased in recent ye_ars, 
not onl:-7 because the formula for distribution, authorised by the 1946 
Act, contemplated an increase in proportion to the growth of popula­
tion and the increase in average wages per employed person, put also 
because ad hoc additions to the total amount of compensation payable 
according to the formula have been made every year. The settled 
pattern n~w seems to be·for Parliament to pass every year, a States 
Grants (Special Financial Assistance) Act fixing the total sum of the 
compensation payable in .that ,year and also the minimum payments 
for particular States, in case this is considered necessary. For the 
fiscal year ended June 1957, the compensation payments were about 
£A 174 millions, compared with the original sum of £A 40 millions 
mentioned in the 1946 Act. 

51. Turning· to ··west Germany, some aspects of the financial relay 
tions between the Federal Government and the Laender (States) are 
o! interest. By the Basic Law_ of · the Constitution adopted in March 
1949, besides the yield from monopolies, the taxes accruing to the 
Fedsration are customs duties~ excise taxes with the exception of the 
beer tax, transportaLon tax, turnover tax and capital -levies for non­
recurrent purposes. The State list includes the beer tax, taxes on 
transactions with the exception of the transportation tax and turn­
over tax. income and corporation taxes, property tax, inheritance tax, 
taxes on real estate and on business, and taxes with localised applica­
tion. Th:_s distribution jeaves the Federal Government in deficit. It 
has, therefore, no_ rcso·.irces wiih_ which to assist the poorer States. 

/ 



Provision has consequently .. 2en made m the Basic Law by which 
the Federation n:ay, by '.:,islation w:1ich requires the consent of tJ-1.e 
Bundesrat, cla:m part of the income and corporation taxes to cover 
federal de1kits and subs, :ies which are to be granted to State govern­
ments to meet expend'ture in the !folds of educa:ion, public health 
and welfare. 

52. In order to assist the States with lower tax re\·enues 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, wh'ch 
requires the consent of the Bundesrat, determines which taxes will 
be utilised for this purpose, and in what amounts, and according to 
what scale the subsidies will be distributed among the States for 
equalisation. 

53. For the purpose of e,;ua!isation, 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 adjustments, while the equalisation 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 ;ndex 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 centrafaation 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 prevailed. 

55. In the Nigerian Federation, the distribution of revenues has 
been based 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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the export duties, half the excise duty on beer, the proceeds of 
personal income tax, and mining royalties were devolved on the 
constituent regions and distributed as nearly as possible by origin. 
This scheme of distribution is now due for revision. 

56. The Rhodesian constitution provides, among other things, for 
the devolution to the States of not less than thirty-six per cent 0f 

. the federal taxes on income and export duties, and not less than two­
thirds of the Isales and turn-over ta,xes. 

5'7. We m~y refer finally to the constitution of Pakistan, which 
came into force in 1\1:arch, 1956. While the pattern of federal financial 
relations embodied in t~is constitution is generally similar to that of 
the Indian cdnst:tution, there are some differences. Sales taxes are 
centralised an~ railways provincialised; there is no provision for the 
distribution of estate duty on. non-agricultural property, while there 
is a permissive provision enabling the Federal Government to distri­
bute any export duty or any specified tax. The Pakistan constitu­
tion provides also for thE( appointment of a Finance Commission. -
Pending the recommendations of . that Commission, the existing 
scheme of distribution of revenues as adop{ed at the time of the 
unification of West Pakistan has been maintained, subject to a minor 
adjustment on account of the collections attributable to federally-· 
administered territories. 

58. A noticeable trend in all federations has been the progress1vP. 
• increase in the· size of federal payments to the states. For the three 
major federations which have been referred to in the earlier pant­
graphs of this Section, this growth is illustrated by the figures set 
ouit in the following table : 

U. S. A. (in S millions) 

N?t_ federal expenditure in aid of States and local govern­

ments 

CANADA (in S millions) 

Tax rental payments and statutory subsidi<>~ 

Grants for unemployment assistance, old-age assistance,. 
pensions and allowances for blind and disabled persons, 
health grants, and university grants • . 

Fiscal year 

1951-52 

2,604 

127 ·2 

Fiscal year 

1956-57 

395 · 6 



AUSTRALIA (in £A millions) 

Tu reimbursements, special financial assistam~, special 
grants and payments under the financial agreement J 

·eommonwealth aid for roads, grants to universities, and 
grants for loilg-service leave in the coal-mininn industry, 
encouragement of meat production, Western Australia 
water works, mental institutions and imported houses, 
price control reimbursement and tuberculosis benefits . 

Fiscal year Fiscal year 
1951-52 t956-57 

162.·30 

20•59 

*Excludes grants from the federal highway trust fmd, estimat_ed at S 1,137 millions 
in fiscal year 1957. 

*"Excludes 8 77 • z millions On ac:count of old--age peltsions as they have since been 
federalised. 

***Excludes [.A 14•77 millions paid to the States from the National Welfare Fand! 
£A I • 36 millions paid on account of agricultural and other services and: [,A 14 • 23 
millions paid for assistance to primary producers" 

~OTH,-=Figures for Australia under column .z are· for 1952-53. 

VI. Principles of Grants-in-aid 

59" Article 280 (3) (h) of the Constitution casts on us the duty 0f 
recommending the principles which shQuld 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 seheme was based, treated grants-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 
lhe overall fiscal need of a Province, hf! took note of the differences 
in admi_nistrative 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 Province to ensure budgetary 
equilibrium and was anxious to set those Provinces, which were 
suffering from chronic budgetary deficits, on an even financial keel, 
without endangering the solvency of the Central Government. He 
took an inte(!rated view of the finances of the Centre and tne 
~evinces and recognised that any scheme of devolution, which 



z;ought to help the financially weaker Provinces, involved subsidisa­
tion at the expense of the financially stronger Provinces. He said 
that "some Provinces are intrinsically better off than others and at 
the moment less urgently in need of additional resources, and it is 
both fair and inevitable that a certain measure of corrective should 
be ap_plied, even if it means that Provinces which have been able to 
maintain higher standards of administration should now to some 
:s:igh_t extent have to progress m~re slowly". The (!rorrectives'_' he 
.applied to the scheme of devolut10n of revenues wete debt adJust-

1 

--ment, unconditional grants-in-aid, e:ther fixed or tapering, and in 
the case of the jute-growi~g Provinces a lar ger share of the net 
_proceeds of the jute export duty. 1 

61. After the Niemeyer award, the perspective chan~ed as a result 
-0f independence and the new conception of close finantial collabora­
tion between the Union and the States on the basis of a national plan 
:Of economic development. It was no longer merely a question of 
higher or lower "standards of.administration" in the r estricted s_ense, 
:~The transition fro~1 a police st1-te·· to a welfare state brought about 
·fundan1t::ntal changes :~ the scope . of governmental functions and 
·:esulted in widening the content of fiscal need. Nevertheless, the 
·basic overall approach of Niemeyer still remains valid; .the States 
_:and the Union have to balance t_heir budgets within their available 
'resources and the needs of the States, which capnot :be met by dev-0lti-
tion of shares of taxes, have to be covered by grants-in-aid. • 

62. The principles formulated by the previous Finance Commis­
.-sion for regulating grants-in-aid of the revenues of the States are, if 
we may say so, unexceptionable. They suggested that the budgetary 
·needs of the States should be the sta:rting point for determining the 
assistance required by the States, but that the n~eds thus disclosed 
:should be adjusted with regard to certain other considerations. First, 
ihe budgets of the States should be reduced to a comparable basis by 
m aking adjustments in respect of abnormal, unusual and non-recur­
Ting items of revenue and expenditure. Secondly, due allowance 
·should be made for "clear cases" of failure of States to maximise tax 
effort. Thirdly, in order not to place a premium upon extravagance, 
·the States' endeavour to secure reasonable economies in expenditure 
·should be taken into consideration. Fourthly, where standards of 
social services in any State are significantly lower than in others, it 
should qualify for special assistance. Fifthly, special disabilities of 
:s tates due to abnormal conditions -beyond their control should be 
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provided for. Lastly, grants may be made to certain States for the 
furtherance of broad purposes of national importance, such as primary 
education, in respect of which they may be specially backward. 

63. We see no n,asson for departing from this basic 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 e11dorse the principle of fiscal need 
and interpret fiscal need comprehensi;,ely by taking into account tj:,e· 
impact of the eoxnpletion of the first five year.plan and the needs of 
the seenno, W-, bavc,, '1S in the past, taken an integrat~d view·ot the 
ftnanr:e,; of tbe 1/nioo and the States and the financial capacity of the 
Union to assist Mu~ States, aft.Pr meeting its own essential commit­
ment:.~" lNe have i;ougb.t /,\) fc,rmulate a scheme of grants,.in-aid 
which should, under normal conditions, enable the States to balance 
their budgets after meeting their normal revenue expenditure as well 
as the reventl<' expenditure ine.idental to the execution of the second_ 
five year plan. We have, as far as possible, reduced the State budgets 
to a cornpar~b]P basis. We have :::tlso rr1ade allowance for tbe various 
fact.ors by which the computation of budgetary needs has to be 
adjusted and have trRat.ed grant.s-ln-aid a:; residuary assistance to the 
Stat.f's after taking; l:nt.o account devoJuion of revenue in other forms. 

64. Our predecess· ,rs thought that, while considering the eligibi­
lity of a State for a grant. irJ• ;-:1)d and the amount of such aid, due 

/ we.ight should be given to I.a" effort, so that the States, which raise 
adeqi1{Cl/.e resources 1hi'ough 1.0.xation, are not penalised and no 
prf'mluro is put upor, Ja,sk of self-help. The principle, of tax effort 
l..s unex·cephonable, but, as they themselves adn1itted, '"it is only in 
dear rae.es of inadequate 1.axaiion" that it should affect the quantum 
of assistance which ,.he States may be otherwise qualified to get. 
"Clear cases" of inadequate taxation are d 'fficult to determine, Low 
per capitn taxation ,n poor States may simply be evidence of low 
taxable capacity. An agricultural State with a low level of purchas·­
ing power has to main.tain a comparatively high level ,,f per capita 
expenditure to sustain a ceasona ble standard of pu hlic s,-,rvkes. An 
industrial State can r :;iise a much larger per capita revenue than an 
agricultu:ral State, evf'.n 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 adequat11ly in relation to their inco~e and taxable 
capacity. Some kind of empirical judgment is inevftable. In our-

J 
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rnent of tax effort we have assumed that if a State raised addi-
assess . . . . 
. 1 revenue which 1t has promised for the plan, it will have done 

t10na 
its part. 

65. Another c~msider·ation, which weighed with the previous 
Commission, is the function of grants-in-aid in reducing inequalities 
in the standards of basic social services in the States. We recognise 
that maintenance of certain important services at a minimum 
national level may justify giving special grants-in-aid. Since total 
resources are limited,.this can be achievJd only by stages. We have 
taken the view that it is the function of the Planning Commission 
and the National Development Council to ensure the equalisation, as 
far as practicable, of the standard of essential social services in the· 
various States of the Union. To the extent that plan expenditure 
incurred on raising the level of social services has become committed 
expenditure, we have ·taken it into account. For our scheme of 
devolution1 we have accepted the plan as ensuring an equitable deve­
lopment in the fi.e~d of social services. There is, therefore, now no 
room for any grants in this field, such as the gi·ant for expansion of 
primary education ! ecommended by the last Commission. 

66. The principl~s of grants-in-aid, which we recommend, are as-. 
follows: 

(i) The eligibility of a State to grants-in-aid and · the amount 
of such aid should depend upon its fiscal need in a compr~ 
hensive sense. In a Union,· ih which the Centre and the 
States co~operate for planned development, grants-in=aid 
should subserve this end. • Priorities and provisions in the 
plan itself should determine ·the fiscal needs for develop­
ment for the period of the plan. 

(ii) The gap between the ordinary revenue of a State and it s· 
normal inescapable expenditure should, as far as possible~ 
be met by sharing of taxes. Grants-in-aid should be 
largely a residuary form of assistance given in the form of 
ge_neral and unconditional gr.ants... 

-· -·-·- -------
(iii) Grants for broad purposes may also be 

I 

given, While 
they last, they should be grants-in-aid of revenues, but the 
States would be under an obligation to spend the whole 
- -· -- ---.. , - .... ' ·-· • . ... ' • - • .. • 

~ounrm---·rurtlierance of the broad .P~~poses indicated. 
Wh& e· tliose-~purposes ·ire provided f_or in a comprehen­
sive plan, there will be no scope for such grants. 



VII. Review of State Finances 

67. We shall now review briefly the trends in the re,'enue and 
-cxpcnditllre of the State Governments during the period following 
the report of the last Commission. We propose to confine this revie\\' 
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. ThP four-year period is also convenient a'.'= 

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 art'cle 282 of the Constitution, grants amounting to 
Rs. 133 crores while they raised additional revenue of Rs. 77 crorcs. 
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 t~e 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 anc· 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 
Jast fo~r years of ~he first five year plan amounted onl.Y to Rs. 22 
crores. Bihar withdrew in this period Rs. 8 5 crores, Bombay Rs. 3·5 
crores, Madhya Pradesh Rs. 7· 02 crores and Uttar Pradesh Rs. 2· 92 
,crores. 

69. We may now turn to a consideration of the position of indivi­
dual States. Bombay, Madhya Pradesh, Punjab. Rajasthan, Tra,·an­
core-Cochin and Uttar Pradesh ended this four-year perincl w'th 
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t t =al revenue surpluses while Andhra, Assam, Bihar, Hyder-ubs an l • 5 d Madras, Orissa, Pepsu, • Saurashtra and West Bengal had 
1ba t' ntial deficits, Madhya Bharat and Mysore having a nominal 
subs a . . 

}us. The table below shows the cumulative surplus or deficit 
surP h' • d 

h State for t 1s peno : of eac 

State 

Andhra 

Assam 
Bihar 
B0mbay 
Hyderabad 
Madhya Bharat 
Madhya Pradesh 

Madras 

Mysore 

Orissa 
. Pepsu 
Punjab 
Rajas than 

Saurashtra 0 

Travancore-Cochin 0 

UttarPradesh 0 

West Bengal 

(Rupees in l::ikhs) 

Surplus Defi.:it 

Itul 

313 
948 

935 
295 

45 
445 

2521* 

21 • 
842 
Z.(lf 

248 

552 
0 

e 660 

• 0 474 . 0 2555 

Total 3380 9092 

Net deficit 5712 

*For composite Madras upto September 1953 and for residuary Madras thereafter. 

1f the transfers to revenue from reserves during\ the per~od are 
excluded, Bombay's surplus drops to Rs. 5 • 85 c;rores and that of 
Uttar Prade~h to a marginal Rs. 1 • 82 crores, w~ile the surplus of 
Madhya Pradesh ·is converted into a deficit of Rs. 2·57 crores· and the 
deficit of Bihar raised from Rs. 9 • 48 crores to Rs.\ 17 • 98 crores. 

70, The relatively comfortable position of Boml;>ay, Punjab and 
Uttar Pradesh was due to their tax effort ; these tpree Stafes raised 
Rs. 24 crores, Rs. 4.5 crores and Rs. 11 crores respe'ctively during the 
-per~od. The ~eficits of the remaining States reflect 1 the impact of the 

) -pl~n on their revenues andl except in the case of Assam, also their 
failure to raise the additional revenue expected of them. In the case 
~f Andhra. the pos:tion appears to have been aggravated by an 
-:.mbalance . in its ordinary revenue· position. 

h 71. The total revenue of the States, excluding Union grants and 
-s ares of d" • 'bl · • d f f ' 1v1s1 e Union taxes an trans ers rom revenue reserve. 

n 

0 
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funds, sbowed a significan t increase from Rs. 332 crores in 195!~ 
Rs. 415 crores in 1955-56. O.f this in crease, Rs. 55 crcres oc 52 tri 

d · CU.tr under the p rin cipal reven u e h eads. Lan revenue, which acco eq 

for a little less tha n 20 p er cent of the r evenue from principal : teQ 
in 1951-52 accou nted for a little ov er 25 per cent in 1955-56 th ea~ 

' ' e Yi r ising fr om R s. 48 cror es to Rs , 78 crores, largely th e result of e)q 
abolition of zamindar i. The revenue from State excise d the 
d eclined from a little over R s. 49 crores in 1951-52 t o Rs. 42 cro lltie1 

. . res • 
1955-56, its shar e in the tpts1l r evenue declining from 20 per cent lli 

14. -per"""C"ent. Stamps and Forests showed a slight .i:ncrease but th In 

w as no signifi~ant change in thei~ position as compon ents of ;;: 
r evenue. Receipts from motor vehicles rose f r om Rs. 9 • 79 crore . 
1951-52 to Rs. 15.67 crores in 1955-56, while 'Other Tax es and Du:· u 

ies 
expanded from Rs. 87 · 95 crores to Rs. 104 ·.27 crores. 

72. Part of the increase in the revenue of the States w as due ti 

the additional taxation imposed during the period. The first fivi 
y ear plan assumed that, in the period covered by it, the States takei 
together would raise a sum of Rs. 230 ·crores for fi1:1ancing the plan 
In most S tates, the additional t~xation fell far short of the targel 
only Assam, Bombay, Punjab and, to a certain ~xtent, Rajasthai 
being exceptions .. The statement below shows the target fixed fo 
the individual States and the amounts actually raised _by then: 
according to the estimates of the Planning Commission: 

- (Rs. in crores) 

Achievement 
Achie.vemen 

Five expressed a 
State year (1951-56) a percentai 

target of target 

Assam 3·5 3·3 94 •29 
Bihar 7 · 3 3·0 41 • l0 

Bombay . 
102· 13 23·5 24·0 

Madhya Pradesh 10 · 6 2 · 3 21 ·70 
Madras (including Andhra) 3Q • '\ 8·c 20·36 

Orissa 9·4 2 · 0 21·2R 

Punjab 5·0 4·5 90 ·00 

Uttar Pradesh 50 · 2 II·O 21 -91 

West Bengal 36·9 4· 5 12 -2° 

Hyderabad 7·4 1 ·o 13 • 51 

Madhya Bharat 
4·9 2 ·7 -5:. J C 

M ysore 9 · 2 3·0 
3.:; •61 

Pepsu 4·1 0·4 9· 76 

Rajasthan 
3·3 .2 . 6 78 ·79 

Saurashtra 
4·7 2' I 

44·68 

Travancore-Cochin 54 ·55 
11·0 6 ·0 _ ___-:I 

Tota! 80· 4 
34 ·9 

• 230·3 

----A ----
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out of the add~tional revenue raised durjng the period of the 
73. b 0 

five year plan, a out 5 per cent was accounted 
fl_rst . f t . . 

for by sales 
20 per cent by nd taxat10n o m o or sp1nt and tobacco and 

taxes a 
balance was • tor vehicles, passenger and carriage taxes. The 

rno b ~ f • . . d by a nu1n er O minor taxat10n measures. Taxation of la nd 
raise . d . 

t ·buted very little an , except 111 Uttar Pradesh :rrigation rates conn • ' • 
also did not contribute any sizeable amount. 

74_ The increase in the yield of the principal heads of reven ue in 

955
_56 as compared to that in 1951-52 was Rs. 55 crores. A state­

l . analysis of the yield from the principal h eads of revenue 1s wise , 
given below: 

State 

Andhra 
Assam 
Bihar 
Bombay 
Hyderabad 
Madhya Bharat 
Madhya Pradesh 
Madras 
Mysore 
Orissa 
Pepsu 
Punjab 
Rajas than 
Saurashtra 
T ravancore-Cochin 
Uttar Pradesh 
West Bengal 

TOTAL 

*Included in Madras. 
**Includes An<lhra. 

• 

(Rupees in crores) 

Yield from Yidd fr Cl m 
principal principal 

heads of heads o f 
revenue in revenue in 

1951 -52 1955-56 

* 14 • 17 
6 · 41 IO· 63 

15· 56 18 ·43 
36·95 52 ·07 
21 ·89 18 . 12 

7· 81 9 ·00 
. 16 • 18 17·03 

:n·83** 30-42 
6·88 9-33 
6·38 6 ·86 

4·35 4 · 79 
8·67 10 ·76 

11·49 10·96 
2·96 5 ·01 

IO· 54 11 · oo 
30· 79 45 ·72 
23·36 29 • 13 

248 • -5 303 • -l-3 

The improvement was of the ordP.r of 5 per cent per annurn ; it 
was due partly to the norrnaJ expansjon of revenue, partly to in­
creased receipts of land revenue in certain States owing to the aboli­
tion of zamindari and partly to th P. additional taxation , mentioned 
•ea-rlier, imposed for financing the plan, 

-



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
t\ion works other than multi-purpose projects is given below:-

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

(Rupees in Iakhs) 

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 (-)47·00 
Bombay (-)28·03 (-)17•62 (-)28 ·78 (-)48·05 (-)64·00 
Aiadhya Pr.,jcsh 
Madras (-)97•90 (-)180·31 (-)251 ·96 (-)106·68 (-)201 ·oo 
Orissa (-)10·67 (-)12 '32 (-)19·39 (-)23•69 (-)40·00 
Punjab (+ )57'89 (+)131·19 (+)185·85 (+)138·97 (+)63·cc 
Uttar Prade~h (+)136·31 ( + )96 • 21 (+)192·87 (+)208·41 ( + )47 •CO 
\\'est Bengal (-)21·13 (-)22 ·69 (-)Il' 75 (-)29 • 17 (-)19·co 
Hyderabad (-)8·04 (-)II '00 (-)9·25 (-)9·25 (-)II•OO 
Madhya Bharat (+)12·00 
.l\1y5ore (+)3·14 (+)9·30 (+ )2 ·43 (+)4-38 (+)7·00 
Pepsu (+)36•97 (+)35·03 ( + )40 • 28 (+)34·47 (+)1·00 
Rajas than (+)9•24 (-)5·77 (-)16-95 (+)4-41 
Saurashtra (-)5·09 (-)8-86 (-)13·41 (-)18•39 (-)25·00 
Travancore-Cochin (-)0·47 (-)I ·07 (-)0·96 (-)3•84 (-)7•00 

TOTAL (+)43·90 (+)9·05 (+)79-74 (-)lJ6•84 (-)514·00 

Note :-fntcrest not debited to the major head "17-Irriga~i.on, Na\'igation, Embank­
ment and Drainage \':'orks (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 productire 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 ,Tammu and Kashmir, it was anticipated in the first five 
year plan that an additional 8.3 million acres or so would be brought 
under irrigation in the area commanded by major projects. Recent 
estimates p"Jt this figure at less than 4 million acres. 

77. The delay in the utilisaticn of cos'cly works naturally 
a heavy financial bl!rden. The full extent of this burden 

imposes 
on the 

revenue budgets is not yet npparent. because in respect of a nu~ber-

.. 
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of major works, like Bhakra _Nangal, Hirakud and Chambal, which 
are in the process of construction, the interest on outlay is still being 
added to capital. We appre~end that some time towards the end of 
the second five year plan period, when some of these projects will be 
completed, the impact on the revenue budgets of the results of their 
working will cause anxiety. 

78: In respect of electricity undertakings only four States, namely, 
Madras, Mysore, Punjab and Uttar Pradesh, derived, according to 
the information supplied to us by the State Governments, an appre­
ciable net return after providing for interest and other charges. The 
financial results in other States were far from satisfactory. The 
broad posit~on is indicated by the table bel_ow: - • 

Total net receipts from electricity schemes in the four years 
ending March, 1956 • 

(Rupees in lakhs) 

Andhra -283* ' 
Bihar -52._ 
Hyderabad .....:.n 

Madhya Bharat +28 
Madras +1~0* 
Mysore + 149 
Orissa -59 
Pespu +34 
Punjab +197** 

Rajasthan -74t 
Saurashtra --8 

Travancore-Cochin • -54** 

U ttar Pradesh +87t 
West Bengal - 8t 

• *Includes for the year 1953-54 actual results of undertakings located in the Andhr~ 
and Madras areas respectively. 

**Taken from budgets; in all other cases~ based on actual results of tl\c major 
undertakings as furnished by the State Governments. 

tFor three years ending March r955. 

79. In a formal sense, this problem, perhaps, is no longer the direct 
~oncern of the State Governments1 since Electricity Boards have 
been established in some States and will soon be· established in 
others. The mere transfer of the undertakings to autonomous 
statutory boards will notj however, solve the problem. The State 
Gover-nments should take adequate stepts to ensure that these 
boards are run in such manner that they are able to meet the 
interest bllrden on the outstanding loans due to the States. States, 
Which are not now levying an electricity duty because the electrical tndertak"ngs are state-owned, may strengthen the 'r revenue posi-
ion by levying it. 



80. Concern was expressed by the States deriving appreciable 
!let revenue from electrical undertakings about the adverse effect 
<Jn their revenues of the transfer of the State undertakings to the 
Electricity Boards. The payments by these Boards of il)terest oo 
account of the capital loaned to them by the States bas 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 uqdertakings on a commercial basis and with a view to 
br:nging 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 pos:tion 
appears to be the same in the case of loans also. It is hardly neces­
sary 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 compensat'on on the abolition of 
zamindari, while in many others increased expenditure was incur-..., 
red on sun·ey and settlement. Interest charges rose bv nearly 200 
per cen1. reflecting a steady increase in tl1e 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 1951-52 to Rs. 1163 crores at the end of 1955-56. Expenditure 
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on Administrative Services increased by about 12 per cent, the bulk 
of it occurring under General Administration and Police, the 
~xpenditure on th_~ f_ormer rising from Rs. 33 • 7 crores to Rs. 42 • 41 

.-crores and that on the lattel' from Rs. 54 • 9 crores to Rs. 58 • 24 crores. 
Expenditure on social services increased by 55 • 7 per cent, mostly on 
account of de\:elopment. .. Expenditure _on Edu_cation.: jricreased from 
Rs. 60 • 30 crores to Rs. 98 • 89 crores, on Medical and Public Health 
from Rs. 29 • 21 crores to Rs. 44 • 56 crores, on Agriculture from 
.Rs. 1_8 • 87 \~rores to Rs. 25 • 78 crores, on Veterinary Services from 
Rs. 4 • 07 crores to Rs. '5 • 62 crores and on Co-operation from 

. • • ' l 

Rs. 3 · 75 crores to Rs. 6: 32 crores. Miscellaneous and other expendi~ 
ture rose by 60 per cent, Jllainly under Civil Works. In many 
States, larger sums were spent_ on maintenance and minor works 
while in some others there was . also considerable expenditure on 

' ·\ 

flood and famine relief; On the whole, non-developmental expendi-
ture appears to have risen at a pace somewhat more rapid than was 
envisaged in the plan, but part.· of thP increase was perhaps un­
avoidable. ::'"-

84. The main points brought out by the review of the States' 
revenue and expenditure ·may now be summarised: 

(a) The ·scale of devolution recommended by the iast Finance 
Commission was generally adequate for the • -•• normal 
expenditure of mo,st States and left for. many ·of them· . a 
sizeable surplus for meeting their plan expenditure. 

(b) The tax ~ffort of many Staies during this peri~d fell far 
short of the expectations of the Planning Commission. If 
they had raised the resources ~xpected of them, some of 
the· States, which ran into deficits, might not have done so. 

(c) The level of arrears of revenue and overdue loans in some 
States is a matter of concern and specia_l efforts would 
seem to be necessary to reduce these arrears. 

I 

(d) The public debt of the ·states is increasing rapidly on 
. account of the implementation of the plan. A considerable 
part of it -rnav tur-n out tn he deadweight debt ·and the 
_cost of 1 ::; servicing \Vili "fa.i J on general _n,veri ilf'-~ 

__ Efforts should .be made to ensure that irrigation, electri­
city, transport, commercial and industrial schemes yield 
the maximun1 revenue so as to keep down the net burden 
,of interest charges. 

►--...-417 M of F-4 



(e) Expenditure 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. 

VIU. 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 expenditnre and their commitments in 
respect of the plan expenditure on revenue account. 

86. For arriving 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 States had already removed. £,:om 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 
ordinarily circumstances, there may be justiftcation 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 pa_yments . 
made in some fonu or other by the Union, are not justifled in pre­
senting to the Union Governmen~ an exaggerated picture of their 
needs on revenue account, by inc:uding within that account expen­
diture which can be reasonably treated as of a capital nature. 

88. No provision has been made by us for payments from revenue 
towards the capital cost of the abolition of zamindari. The total 
amount 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
mediary rights in Lmd (excluding rehabilitation grants): has been . 
estimated at Rs. 380 crotes. The' bulk of this liability has accrued in 
two States, namely, Bihar and Uttar Pradesh. The sums involved 
in the case of some other States, namely, Rajasthan, Weat Bengal, 
Madhya Pradesh and Andhra. Pradesh, are appreciable though not 
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as large as in respect of Biliar and Uttar Pradesh. For the remain­
ing States, the capital payments ,3rP not considerable. 

89. The procedure for meeting the expenditure on compensation 
is not uniform, but the S~ates hav<-' gPnerally adopted the practice 
of setting aside in some way the additional land revenue which has 
accrued to them from the abolition of zamindari for meeting the 
capital cost of compensation. This practice is apparently intended 
to make zamindari abolition self-financing, the capital cost being rn 
effect written back to revenue over a limited period. This throws 
an excessive burden on the revenue budJets. In our view, th/'\ cost 
of compensation for zamindari abolition should be met from -oiil side 
tl-:;~r~i:ii~-a~co~nt, - Accordingly, no provision has been made for 
it-in our •estimate~. Interest on the capital cost of zamindari aboli­
tion is, however, a legitimate charge on revenue and allowance has 
been made for it. 

90. It has been the practice in certain States to provide in tbe 
revenue budgets substantial sums for amortisation of debt. Such 
provision has been exciuded from our· • estimates--·-··or--co·mmitted 
expenditure. In the present ·circumstances, when the public debt 
of the States is incr2asing and the States depend in a substantial 
measure on devolution of Central revenues for meeting even their 
committed expenditure, it seems unrealistic to provide for amortisa­
tion of debt from revenue, as such provision has, in effect, to come 
from fu.rther devolution of Central revenues. We are wholly in 
favour· of amortisation of d~bt from revenue, if it could be met out 
of a real revenue surph.:s. But now no State has such a surplus. 

91. In certain States, special funds for meeting ~c items of 
~xpenditure have been constituted to which transf21'S are made 
fro:-11 revenue. 'Where such transfers are made for financing capital 
outlay, they have been excluded. But when they are _for meeting 
expenditure· normally chargeable to revenue, such as maintenance 
expenditure, we have included them in our estimate of committed 
<.:xpendi ture. 

92. The reorganised States have to unify the taxation Ia,1s in­
herited from the iormer States. .A.s it js not possible to assess the 
financial effect of such unification: ,ve have not taken any account 
of it in our estimates. 

93. Our e:;timates oi the States' resources have been made on the 
assu!D:i= tion that the cost of a:iy 1;:xtension of prohibition will be met 
by special taxatior:. 

--~.::_ 
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94. As regards plan expenditure and the rever.:.,,, expec,cd to be 
r'J.ised for it from ne\v ta:-:ation, the point arose w'.'.;st:.1-2r •;.-~ s.r.0uld 
confine our recommendations to the four years ~ \fi'-~2-HJG0-6i, the 
remaining period of the sec01.d plan, r,id we decided that our recom­
mendations should _cover a five year period, For mr estimates,-we 
have taken the revenue expenditure of the second p,an as agreed to 
between the Planning Commission and the States c:s the develop­
ment expenditure for the five years ending 1961-6~. The amounts 
involved for the States are as follows--:.:__ • - • 

State 

Andhra Pradesh 
Assam 
Bihar 
Bombay 
Kerala 
Madhya Prr:J.:sh 
Madras 
Mysore 
Orissa 
Punjab 
Rajasthan 
Uttar Prad~~h 

\-Vest Bengal 
J J.mmu and Kashmir 

Total 

(Rupees 

Total 
expendi,ture 

on the second 
five y('ar 

plan 

'75 
58 

194 
350 
87 

191 
152 
q6 
roo 
163 
105 

253 
I54 

34 

2162 

in crnres) 

Revenue ex-
penJi~ur,:: in-
eluded in the 
torn.I "Jbn 
outby sll.ovm 
:n the rre-
ceding column 

54 
36 

_, 

77 
!02 

28 

70 

-IS 

39 
27 

-1-1 
31 

93 
53 
IO 

709 

We have also assume:l that the revenues to be_ raised by the States 
and the specific grants to be made to them by the Un'on 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 estimate of 
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plan expenditure taken by us for our scheme of devolution. We 
would ordinarily have <lone so. But thjs was not ner.essary because 
we have not included in the income available to States the receipts 
from the new tax on railway fares which, we expect, will meet the 
interest charges. 

96. It was difficult to estjmate accurately the addition to , the 
committed expenditure of the States on account of the post-inten­
sive community development and national extension service 
schemes during the period to be covered by our recommendations. 
We, however, expect that the revenue accruing to the States out of 
the net proceeds of the estate duty will be sufficient to meet it. 

97. In our sche1ne of · devolution we have sought to close the 
revenue gap for each State as nearly as possible and we believe tJiat, 

• with reasonable prudence on their part, all the fourteen SLates 
should be able to balance their revenue budgets . 

.:. 

IX. Distribution of Income Tax 

98. Under article 270, we have to make recommendations in 
regard to three matters, namely, 

(a) the percentage of the net procee_9-s of income tax to be 
assigned to the States; Y ·-,. 

(b) the distribution. among them of the States' share; and 

(c) the percentage of the net proceeds which shall represent 
proceeds attributable to Union territories. 

Before we deal with them, we should like to summarise briefly the 
views placed before us by the State Governments on -the first two 
which concern them. 

99. The States were unanimous in suggesting an increase in the 
percentage of the net proceeds now assigned to them. Andhra 
Pradesh, Assam, Bombay, Madhya Pradesh, Orissa and Uttar 
Pradesh wanted the States' share to be raised from 55 to 60 per cent; 
Punjab and Jammu and }<ashmir, to 65 per cent ; Bihat· Ke-r•c:i1 .. anr1 
Mysore, to 70 per cent and Rajasthan, to 75 per:. C'-''111 IV(· 1, , ,~ dfr. 
not indicate any figure· but suggested that ·the dJ ·.:i:.;: ;_, .,,., i:,, .... v 4 "'; .. 1r,uiJ 

. be materially increaBed. The West Bengal Government did not 
suggest any percentage but, concentrated on the principles of d~stri­
bution. Andhra Pradesh, Kerala and Uttar Pradesh desired the 
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• inclusion of corporation tax in ;he div::sible pool; Andhra Pradesh, 
in addition, suggested the inclusion in the f80l 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
•titution was for the prescribed percentage of the net proceeds to 
be distributed among the States on the basis of attributability, by 
which they me,rnt collection, adjusted to provide for payments by 
assessees of one State into the treasuries of anothe,r and for any 
element of rent or royalty arising in one State and included in the 
profits assessed in another. Andhra Pradesh, Bihar, Kerala, Madras 
and Uttar Pradesh sLiggested population .as the sole criterion. Orissa 
proposed that 80 per cent should be distributed on the basis of 
population, weighted for '.'.1e 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 S1:ate, a small portion, say 10 
per cent, being credited to a development fund for backwarll Stat.es. 
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 population 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 popdation 
and collection. 

lill. We shall first deal with the determination of the share of 
the net proceeds to be assigned to the States. Income tax has ceased 



to be an expanding source of revenue it once was. While in future, 
with the progressive expansion of economic activity and the plug­
ging of tax evasion, there may be some improvement in the yield, it 
is unlikely that there will be any very large increase in the revenue 
from this tax. It is obvious that in the changing pattern _of Union 
t;xation, income tax cannot be a major factor in the devolution of 
further revenues to the States. We, nevertheless, feel that some . 
increase in the States' share of this tax is justifie~ in view of the 
unanimous desire of the States. After a careful review of the matter 
in all its aspects, we have come to the conclusion that the percentage 
of the net proceeds assigned to the States should be raised from 55 

to 60. ~ \ -1 ~ \ 
102. Some States have suggested ,the inclusion of corporation tax, 

the tax on Union emoluments and the surcharge on income tax levied 
for Union purposes in the divisible pool. We are unable to consider 
these suggestions as they are against • the provisions of the Consti­
tution. 

103. We now turn to the problem of distribution of · the share 
assigned to the States. The claims put forward by the States gene­
rally follow those put forward before the last Finance Commission. 
In . their report, our predecessors have exhaustively dealt with the 
validity _of these claims. They have also· dealt at some length with •. 
the argument advanced by West Bengal, and repeated before us, 
that the con~titutional provisions require the Centre, after retaining 
the prescribed percentage of the net proceeds allocated to it, to 
return the balance to the States .. on the basis of attribtitability of the 
tax, which they equate to collection, subject to minor adjustments. 

104. Vie have considered _ de novo all the claims put forward by 
the States. We find ourselves in substantial agreement with our 
predecessors that such considerations as the proportion . of the 
scheduled castes and tribes and backward classes in the population, 
the area of the State, . its backwardness etc., ·are not relev~t to a 
scheme for the distribution of a tax. We also agree, for the reasons 
given by_ them, that there is no legal basis for the West Bengal claim 
that the Union is in some way required to return to the States 
the income tax attributable to them after retaining its share. 

105. We may consjder the two principles, namely, population and 
- . collection, on the basis of which the States' share -is now distributed . 

• _ ... ____ P_opulation . has found the w~dest measure of support ·among the 



40 

States, while colle,ction has been urg,,d, 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 :1as been reduced in favour of population. In our 
opinion this has been a move in the right direction. Twenty years 
ago when in~ome t.;x 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 revenu~, 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 growtli 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_iQ_r 
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 il1finitesimal 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 weight.age being given to collection 
in the restricted field of personal income tax, we have come to the 
conclusion that, taking all factors int~ 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, .;.,e 
do not desire to cause a sudden break in the continuity, we propose 
that the distribution of the States' sham 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 dm, course, the process of elimi­
,'..!'ating the factor of collection ali.ogethE•r and distributing the entire 
,. amount of the States' share on the basi.s of population. 

106. In this, as in all other matters, where population has to be 
taken into account as a factor in the distribution of taxes, we have 
adopted the population figures of the Hl51 census as the only practi­
cable basis. We are aware that a continuous stream of refugees has 
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coming into West Bengal from East. Pakistan since that census. 
been • k ' t • ht t a· l ' We do not thm L ng • o rea Jtist the population of West Benga 

this account, as other factors such as variations in birth and death 
on • t · 

t S inter-state m1gra 10n, et~., may have produced changes of ra e , 
ulation in other States. In our recommendations relating to 

po;nts-in-aid' under article 275, we have taken note of the difficulties 
: West Bengal arising out of the influx of refugees: • 

!07. As regards the actual mann~r of distribution of the. Sta ~es' 
share in each year, we agree with the first Finance Commission that 
it will be convenient both to the States and to the Union if the shares 
are expressed as fixed percentages. We recommend that sixty per 
cent 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 pay-

• able in respect of Union emoluments, be assigned to the States and 
distributed among them in the following manner: .--

State Percentage 

Andhra Pradesh • 8·12 
Assam . 8 . 2·44 
Bihar 9·94 
Bombay • • • • . • 15•97 
Kerala • • 0 • 0 3•64 
Madhya Pradesh 6·72 
Madras • 8·40 
Mysore • 5•14 
Orissa • e • • • • • 3•73 
Punjab • • ~ 0 ,. e 4·24 -
Rajasthan • 0 4·09 
Uttar Pradesh 16·36 
West Bengal IO·o8 

J ammu and Kashmir r·13 

108. We further recommend that one per cent of the net proceeds 
• of the income tax be prescribed as the net proceeds attributable to 
Union territories. 

, 

X. Division of Union Excises 

109. Prior to 1st April 1952, no duty of excise was shared between -· 
the Union and the States. The first Finance Commission broke new 
ground when they recommended thatj . with effect from 1952-53, 40 
P~r cent of the net proceeds of the excise duties on matches, tobacco 
(including manufactured tobacco) and vegetable products should 

b be distrihn+C\~ ~- --- - ... ,. '"' ' , - - - -
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This recommendation was accepted by Government and embodied 
in the Union Duties of Excise (Distribution) Act, 1953. In the case 
of J ammu and Kashmir, after its financial integration with India 
from 1st April 1954, sums equivalent to 40 per cent pf the net pro­
ce~ds 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 
Union excises. The coverage and yield of these duties have expand­
ed considerably in recent years. While in 1952-53, excise duties were 
levied on thirteen commodities giving a net yield of .Rs. 83 • 03. crores, 
the number of commodities has risen to 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 StatE.s, 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 whn:h 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, tea, 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, \Vest Bengal 
and Jammu and Krn.hmir suggested 50 per cent; Andhra Prad, h, 
Kerala and Madhya .t>radesh, 60 per cent; and Mysore and Ra; s­
thar., 70 per cent. 
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14 
several suggestions were made ab~ut the principles of 

1 .b· tion of the shares allocated to the States. Andhra Pradesh, 
d' tr1 u ~s I{erala, Madhya Pradesh, Madras and Uttar Pradesh suggest-
}3ihar, ulation ns the sole criterion; Bombay and West Bengal favour­
ed pop umption. Orissa proposed that 80 per cent should be distri~ 
d cons . 

e d on the basis of population with a weightage for scheduled 
bute scheduled tribes, backward cJasses and the rural population, 
ca:e;he balance on the basis of area. Assam suggested the distri­
an . n of 80 per cent on the basis of population, weighted according 
but10 • 

ea and the balance on the basis of origin which, they thought, 
to ar ' 

easy to trace as the duties were levied at the production stage. 

R
wa~"sthan proposed the distribution of 80 per cent on the basis of aJa . 

0 
ulation, 10 per cent with reference to the backwardness of the 

pr:a and 10 per cent on the basis of needs for ·developing the indus­
~ries on the products of which Union excises are levied. My~ore 
recommended the distribution of 50 per cent on the basis of popula­
tion ·and the rest on the basis of collection. Punjab did not make 
any specific recommendation. 

115. As already mentioned, it was urged by a number of States 
that all excise duties should be shared. We have carefully consider-

. ed this suggestion and , have come to the conclusion that, for the 
present, it is neither necessary nor expedient to make such a sweep­
ing change. But we feel that we shall be meeting the general wish 
of the States if we widen the range by increasing the number of 
duties to be shared. We have, accordingly, decided that to the three 
duties which are at present shared, viz., duties on matches, tobacco 
(including manufactured tobacco) and vegetable products, should 
be added the duties on sugar, tea, coffee, paper and vegetable non­
essential oils. As to the States' share of these duties, keeping fn 
view the sum we propose to transfer to the States from Union duties 
of excise in our overall scheme of devolution, we consider that it 
should be 25 per cent. The reduction in · the share now allocated to 
the States out of the duties on tobacco, vegetable products and 
matches will be more than made good by the widening of the range 
of divisible duties and each State will receive a larger sum from 
this source tha~ ·at present. 

l16. We now turn to the distribution of the States' share of the 
divisible excises. The last Finance Commission suggested that con.­
~~~tion of the taxed commodities could provide a suitable basis for 

1~
stribution butr in _ the absence of any reliable data of consumption, 

b ey recommended nonulation as mdicatiru:r the n P.R.r~Lm.P~c::, ,ro "'4! 
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consumption. They also suggested that iarrangements should be 
made for the collection of statistics of consumption of the more 
important commodities subject to excise. 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, 
if accurate data were available, may provide a suitable basis 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 to continue population as the sole basis for distribution. But 
the practical effect of such distribution would now be to place a few 
States in 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 matches, tobacco (including 
manufactured tobacco), vegetable products, tea, coffee, 
sugar, paper and vegetable non-essential oils be paid to 
the States; and, 

(2) this amount be distributed among them in the following 
manner:-

State Percentage 

Andhra Praderh 9·38 
Assam 3·46 
Bihar 10·57 
Bombay 12•17 

Kerala 3·84 
Madhya Pradesh 7·46 
Madras 7·56 
Mysore 6·52 
Orissa 4·46 
Punjab 4·59 
'R.aiasthan 4·71 
Uttar Pradesh 15·94 
West Bengal 7•59 
T .. m ... m a,i,'I l{~c:hmir 1·75 



XJ, Grants-in~aid in Heu of .Jute Export D1lfy 

118. Under the Gov~rnment -~f India Act 193B, the net pro<;eeds 
-of the export duty on J~te and ~ute products were shared ith the 

•nces of Assam, Billar, Onssa and West Bengal The Con~ 
provi 'd f • 

. t·on does not provi e • or the sharing of any duty of ctL-;f:oms 
5t1tu 1 • 

• en the Union and the States, hut to enable these Sta tes to fill betwe . . . • 
gap in their revenues caused by the ehmmation of these receipts, 

the d • t · l 2 
•51•0n was ma e m ar 1c e 73 f0r the payment of crrant -in-aid proVl . . . . . • b 

them for a lmuted period m lieu of the assignment of any hare of 
to Tl • • d '11 • these duties. 11s peno w1 exp1re with the financial year Hl59-60. 
These grants-in-aid were fixed sums, U11refatPd to the actual yield 
from the export duty; and although owing to the suspension of the 
duty and the ban on exports, the revenue has r.lrnost been wiped 
out during the last three years, these States have continued to 
receive fixed grants-in-aid. 

119. In their representations, the Governments of Bihar and West 
Bengal desired that the existing grants should be permanently 
·secured to them as grants under article 275. The Government of 
Assam suggested that the amount of the grant should be recalculated 
with reference to the increase in the production of raw jute since 
1949-50, as the last Commission took into account the production in 
that year in arriving at the amounts of the grants-in-aid recom­
mended by them. The Government of Orissa suggested that the 
total sum of Rs. 315 lakhs, which the States were receiving, should 
be redistributed among them on the basis of the relative production 
of jute in these States during the years 1952-53 to 1955-56. They also 
suggested that the grants-in-aid should be continued after 1959-60 
and if there was any constitutional difficulty in extending the period 
prescribed by article 273, corresponding amounts should be paid as 
grants-in-aid under article 275 separately and specifically on this 
.account. 

120. We have to make recommendations as to the sums which 
:should be prescribed as grants-in-aid for the three years 1957-58 to 
1959-60. These grants-in-aid have had no relation to the actual 
Tevenue of the Government of India from the export duty on jute 
~nd jute products, There is, therefore, no question of relating them 
in any way to the production of jute. We think that the amounts 
m~ntioned in our interim report> which are equal to the sums pres­
,cnbed on the :recommendations of 1:he fir st :Finance Commission, as 

ti-subsequently readjusted on account of the transfer of cettai.n areas 
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from Bihar to West Bengal, should continue till these grants autoni,' 
atically cease at the end of the financial year 1959-60. • VI_ e accordingly' 
recon1mend that the sums to be prescribed under article 273 be a,, 

follows:-

Assam 

Bihar 

Orissa 

\\7 est Bengal . 

(Rupe..:s in lakhs) 

75·00 

72 ·31 

15·00 

152 · 69 

121. The disappearance of these grants-in-aid after 1959-60 Will 
cause dislocation in the finances bf these States, and we have made 
due provision for this it?- our scheme. We should like to make it 
clear that this should no~ be construed a~ giving support to any 
claim that for the future these States are entitled to be com:rensatE:"J 
for the disappearance of these grants. Their claim for assistance 
und.er article 275 will have to be on a par with those of other States, 
The anomaly of some States receiving i:ompensation for their share 
in the past of what is now a non-sharabb Central tax was a tem­
porary feature introduced in the Constitution for historical reasons 
and with the expiry of the prescribed time limit, it should disappear 
altogether. 

XII. Grants-in-aid of Revenues 

122. We now turn to the problem of determining the States ,vhict 
are in need of assistance and the amount of the grants to be recom­
mended for them under the substantive portion of article 275 (1) o: 
the Constitution. 

\ 

123. In our scheme of devolution, we have sought to provide for 
both the committed needs of the States and their needs for imp!~ 
menting the five year plan, to the extent to which the expc. nditutj 
has to be met from revenue. '\Ve have as far as ooc- -:; ible tried l, 

• • ' L ~ ' I 
meet the require1:1ents of the States by giving them sho.res of ta:xes 
For most of them, however, this devolution, on a basis common f~; 
all the State~, falls short of their total needs and we have tried 1• 
n1ake good the deficiency by grants-ir!-aid. 

124. The grants-ir.-aid, which we are reco1runcnding, are mu" 
larger than the grants-in-aid paid to the St2tes in the nast. ThiS • 
TYl!:linhr n11P tn the fact that. in the past, the require~1ents of j 
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States for development were not fully taken into account, wh]e ·,,e 
have done so. It should, however, be clearly understood 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 01 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:-

State 

Andhr:1 Pr::1dc~h 
A-;sam 

Bihar 
Bomb;iy 

, Kerafa 
Madhva Pradesh 
Madras 
.Mysore 
Ori":isa 
Punj::;.b 

Raiasthm 

Uttar Pradesh 
Wt's:t Bengal 
J ammu aud Ka~h:Hut_ 

Total 
expen--
diture 

to be met 
from 

re,:enue 

54 
36 
77 

102 

2S 

70 

45 

39 
~7 

44 
31 
93 

53 
10 

709 

Addition-
al 

ri?vcnue 
t;) be 

rajsed* 

u. 
4 

27 

23 
8 

2-i. 

" q 

8 

r8 
8 

43 
15 

106 

(Rupees m corers) 

Grants Balance 
likely to be met] 
to be frcm cur-

received rent re• 
from the venue 
Union 

22 21 

IO 22 

28 22 

44 J5 
9 II 

1,6 2.) 

22 12 

12 ,s 
9 10 

16 10 

12 II 

36 14 
25 13 

4 6 

275 228 

"'Fig1_u,·s uf Ecorn .. :HiJt• Division of the Planning Commission-see Appendi" X. 

l~fi. Hy th,, devolution of revenue whkh we propose, the States 
will iJe receiving a ,,ignificant measure of assistance whioh will enable 
them to in,plemeni. the plan. w., wish to emphasise that they cannot 
depend w•wlly "" this; they will still have to help themselves by 
n1bin.~ at ~cast the additional revenue expE><.!ted of them towards the 
ex.,cutwn of the cmrent plan, by securing all possible ec:onom'es in 
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administrative expenditure and by maximising their revenue through 
the tightening up of the machinery for collection and by the recovery 
of overdue arrears. ·-

127. Before we make our recommendations regarding individual 
States, we shall deal with certain general matters raised by the State 
Governments in their representations for grants-in-aid. . I , 

128. Some Statps asked for provision for the continuance, in . some 
form, of the assisttnce ~hich they a:re now receiving from the Union 
in connection with food supplies. The question whether such assist­
ance should contique, and, if so, in what form and to what extent, 
is a matter of policy which it is not possible to forecast as it is bound 
to change from .tim~ to time with changing circumstances. We have, 
ther~fore, decided to make no provision for sucp. uncertain contin-
gencies. . _ 

129. States having a border with foreign countries have a spe,"?ial 
. . • 

problem of border policing. -Some of them (notably Punjab) asked 
for special assistance on this account. In ·. our estimates of the 
committed expenditure of these States, we have provided for their 
existing commitments 'for border police . . If, in future) i'.ts strength , 
has to be increased or its equipment strengthened iri any State, ad 
hoc assistance should be given to it. 

130. We now deal with the needs of individual States. For 
Bombay, Madras and Uttar Pradesh, the shares of r evenue acctuing 
to them under our . scheme wlll enable them to meet their current 
as well as the plan expenditure. No grant-in-aid· is necessary for 
these States. 

Andhra Pradesh has special problems arising out of reorganisa­
tion. It has also inherited the difficulties of the former Andhra State 
-consequent on its separation from Madras. We recommend a grant­
in-aid of Rs. 4 crores a year to this State. 

For Assam, we recommend a grant-in-aid of Rs. 3 • 75 crores a year, 
In each of the last two years of the five year period covered by our 
recommendations, the grant-in-aid should be increased to Rs. 4 •5 
<!rares, to assist it to meet the shortfall in its revenue due to the dis· 

• -appearance, -at the end of 1959-60, of the grant-in-aid under article 
273 of the . Constitution. In our estimate of Assam's needs, we have 
not included any provision for the expenditure on the N aga disturb· 
ances Ol' on the two battalions of Assam Rifles which, as recent!)' 

• 
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'Settled between the State and the Union Governments, will be 
·permanently stationed in the Naga hills at the cost of the State 
Government. Assam will be urn~ble to meet this additional expendi­
ture and ad hoc assistance should be gjsen to it by the Union. 

For Bihar, we recommend a. grant-in-aid of Rs. 3 · 5 c:rores a yeari 
to be raised to Rs. 4 • 25 crores in each of the last two years for the 
reason mentioned in the case of a similar increase recommended for 
Assam. The grant-in-a:d to Bihar is intended wholly to enab]e it 
to meet its commitments under the five year plan. 

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

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

Mysore has been materially affected by reorganisation, and is in 
need of special assistance for meeting both its ordinary and plan 
,deficits. We recommend a grant-in-aid of Rs. 6 crores a year for this 
State. 

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

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

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

West Bengal is still in a difficult position; its economy and its 
.admj_nistration are being strained by the influx of refugees from East 
Pakistan and· it needs substantial assistance. We recommend a 
grant-in-aid of Rs. 3· 25 crores a year. West Bengal's revenue in the 
last two years would be seriously dislocated by the disappearance of 
the grant-in-a;d under article 273. The grant-in-aid recommended 
for that State should be raised to Rs. 4· 75 crores in each of these two 
years. 

For Jammu and Kashmir, v:.re recommend a grant-in-aid of Rs. 3 
-crores a yeGlr. For ~.::,me time to come, the State is likely to need 
::::;ssistance, bo: l ~ ,-,1 L . ordinary requirements and for its development. -----
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131. The table belo\v sum rna r ises our rcco ··nrcen.clat ion:-;: _ 
,-n,t~ -~ . ·' ;. - ,: ~ in cror(!s; 

r959-60 
. / 

I ~ ·) [ -1'5 2 State 195 7-53 1958- 59 I <> ' >O-oT T otat 

Andhra Prad esh 4 ·00 4 ·00 ~ ·oo 4· 0 0 ..;. · co 2n • 0 ,:, , 

ssan1 3 ·75 3·75 3·75 ,1 . 5 0 4· 50 20 · 25 
B ih : ,- 3·50 3·50 3. 5° 4 · 25 4- 2 5 I9 · oc .. 

1·75 1 · 75 I·75 1 · 75 I·75 S·75 
J\,,h dhy~ 'Pi· 1 ➔ '• sh 3 ·00 3·00 3·00 3·00 3 · 00 I 5 · 00 , 

Mysore 6·00 6 ·00 6 ·00 6 ·co 6·00 3O•O.o 

Orissa 3 ·25 3·25 3·25 3 · 50 3 ·50 16•75 
Punjab 2·25 2 · 25 2·25 2·25 2·25 II ·25 
Rajasthan 2 · 5 0 2 · 50 2· 50 2· 50 2 · 50 12·50 
West Bengal 3 · 25 3·25 3·25 4·75 4.75 19•25 
J ammu and Kashmir 3·00 3·00 3·00 3· 00 3·00 15• 00 

Total 36·25 36·25 36•25 39·50 39·50 l 87 ·75 

132, S ince our. scheme of devolution involves substantial transfer­
of resources for implementing the . revenue portion of the plan, which. 
f0r most States is reflected in the grants-in-aid recommend_ed for­
th em, we considered whether • we should ·make any part of ~he-. 
grants-in-aid conditional on such implementation. We would have­
lik ed to do ~o, if the assistance provided under our scheme hacF 
represented the major part of the expenditure. Under our scheme~ 

. . - . 

the States will be receiving a little less tha.n a • third of the outlay· 
and a little over a third will come by way of specific assistance from· 
the Union under the plan; for the balance they will hav~ to . rais~ 
their own resources. We have, therefore, decided not to impose any­
condition on the grants-in-aid recommended by us. 

XIII. Distribution of Estate Duty 

133. Under article 269 of the Constitution,· estate duty on property­
other than agricultural land is to be levied and collected by the , 

Union, but the net proceeds, except the proceeds attributable to 
Union territories, have to be assigned to the States and di,stributed 
among them in accordance with the p:rinciples formulated , by l~w of 
P arliarnent.1 

-

I 

134. Estate duty was first levied in this country in 1953 and the--
total collections. upto 31st March 1957 have . , amounted to about . 
Rs. 4¾ crores. Pending Parliamentary legislation, the net proceeds~ 



have been provisionally distributed among the States in the same 
ratio as the States' share of the divisible pool of income tax. 

135. A variety uf sug,r;·t.·:'-t1un:--, \\·er,--, m:tde 1.):> the SLrtes ff reg.J.rd 
to the principles of dis~n!JLition A1idhra Pi-~•<lcsh, f3tlwr. Kcrala, 

Punjab and Uttar Prade;h prvpu,ed population as a s1utablc basis. 
Mysore suggested that 90 per cent should be allocated on the basis 
of population and 10 per cent on the basis of coll.ection; Madhya 
Pradesh, half by popu1',t10n and Lalf in proportion to the pupulat'on 

of scheduled castes and scheduled tribes; and Orissa, 20 per cent on 
Lhr.: basis of area and the balanc, .. on the bc1sis of populatlon with a 
wcightagc for scheduled castes, scheduled tribes and backv.rard 
classes. Assam wanted the pnrt:on a~tributable to imrnovable pro­
perty tu be distributed by locatiuri and lhe balance on the principles 
adopted for the distribution of income tax, while :tv1adras .LJ.voured 
distribution in the same proportion as income tax. West Bengal was 
for distribution on the basis of attributability and Bombay, on the 
basis of collection. Rajasthan proposed that 80 1:)Cf cen1 c;hoult1 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 heing 
reserved for border States. Jammu 8.nd Kashmir wanted lhe distri­
bution to be halI on the basis of population and half on the basis of 
a:-ea. 

136. Estate duty being a tax on property, the basis of location 
would be fhe most appropriate principle of distribution. It is, how­
e,·e,, 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 distribuLon such as population 

in c:-:,eapa blc. 

137. \\re, therefore, reconunend:-

(1) t ~,t oL~t •:<· ;'ne net proceeds of the duty in any financial 
yea, a sum equal to one per cent be retained by \ht> 
Cnion as prucceds attributable to Un:on territories; 

r:.·, n:c.. L:~;3.nce lw "\}-·pUl't" ·1e1i"'\i 

un( CJ'. ~r proped.y in the r. 

/-·l ;t,--:t-i<JVabi.c i r·1,r,erty 
1c , · . .:11. ~;.:·o~, •.• ;:i]n, c• a~ 

1: st:~n t)·~u~ ,-p11<Yi:L oned to immovable property be d1stric• 
l -- anwnfr ~ :H' States in proportion to ~.he gross value of 
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(4) the sum apportioned to property other than immovable 
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 2·53 
Bihar . 10·86 
Bombay 13·52 
Kerala 3·79 
Madhya Pradesh 7·30 
Madras • 8·40 
Mysore 5•43 

Orissa 4·ro 
Pnnjab 4·52 
Rajasthan 4·47 
Uttar Pradesh 17-71 
\Vest Bengal 7'37 
J ammu & Kashmir . 1·24 

138. We also recommend that th<! 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 gone 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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approxin1ately Rs. 900 crores: These loans have been made for a 
variet! ?f purposes, but largely to hnplement the plan. The c1n1ounts 
of individual loans have ranged from stnall. sums to crores of rupees .. 
The rates of interest have varied :f:r orn 1 to 5 per cent, so.me of the • 
loans being free of inten ~st. Bxcept where a concessional rate · has 
been given, the rates have generally been determined with reference 
to the reden1ption yield of Central loans \v;th a remaining maturity 
appi.'Oxin1ating to the period for ·which the loans are given. A num­
ber of loans are due to be repaid in equated annual instalments, 
including both principal and interest. Others are repayable in 
periods . ranging fron1 1 to 40 years. 

141. Though the m.aj ori ty of the loans have been sanctioned from 
the Consolidated Fund of India, some have been given from the 
Spec:.al Developn1ent Fund built out of moneys made· ayailable 
through foreign assistance, such as the counterpart funds from the 

*wheat loan provided by the United States of America and the 
resources received under the Colombo Plan and from the United 
States International Co-operation Administration. :~·, • 

142. The large number of loans given and the wide variations in ' 
the rates of interest and the terms of repayment have introduced an 
avoidable complication in the financial relati.ons between the Union 
and the -States. • It will simplify matters a_nd save a great deal of 
labour and accounting, if these loans are consolidated and the rat~s 
of interest and the terms of repaym·ent rationalised. 

143. Vle should like to deal first with two types of loans, which 
v-,re do not propose to include in our scheme of consolidation and to 
\.-.,·hich certain special considerations app~y, namely, loans given for 
the rehabilitation of displaced person~ and interest-free loaps. 

141. The terms on ·which loans have been given to the States for 
tl?-e rehabilitation of displaced p~rsons have caused a great deal of 
diseontent. These loans fall into ·two categories, namely, those sanc­
tioned before 1st January 1950 and _ those sanctioned subsequently. 
In regard to the former category, the··states have to bear initially and 
on a provisional basis fifty_per cent of the shortfalLJ.n the ·actual 
: 0llections of principal -and. interest . ~ any _ _y~ar., -·as =. com_par ed -~wJth 

•• tl~e amounts \vhich are :due-to:-be -r~t>vered;·:cfhe States-are-erftffied 
~~9·reta:n on the same provisional basis· fifty per cent of the excess, , . . 

.. ~~:>~ny, l"'c J1 cted by t:qem. These losses and gains are intended to be 
• • at~i u~-: .-..: • • • . , t h. h b d fr th St t • • ·"t;"" ~. ~- ga1n ..,~t t·1e paymen s, w ~c may e · ue om e a e 

----~•, .. : _ ... , ___ __ 
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govern.nents. w'· ''" the final ettl~ment takes place. In respec 
loans gra.nted a-1:i.er 1st January ~950, the Government of India b 
agreed to tear ::1 ,!, 1E ~1 :.::h !us,-;es :)n accour!t of principal or acer 
interest :,s may ':-is• on accow1t of default by the parties or inci 
duals from whom they are due: but the Sbte Governments h 
been asked, for tfle time being, to pay to the Union, in ::.dditior 
the amounts colleded from the displaced persons, ten per cent of 
deficiency in collection, and have been allow.ed to retain ten per c 
of the excess cclledion, if any. 

145. All the States, to which these rehabilitation loans have b 
given, contended that the distinction between these two catego 
was unfair and untenable. They argued that these loans were 1 

in a real sense, for State purposes, that the policy in respect of tb 
loans was laid down by the Union and that the State Governm, 
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 intei 
.and principal. 

146 .. This request of the States is reasonable and we rec-- J1m 

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 realise their responsibilities in this matter. 

147. About 335 loans of the total value of approximately Rs 
crores have been given free of interest. • They were mostly for ---- ---construction of educatioriarbltildings, assistance to handloom . 
cottage industries, industrial and other housing, etc. In many ca 
these loans have be,,n passed on by the State Governments to le 
bodies, universities or other agencies on the same terms and 
connected transactions cannot now be re-opened. We do not, th, 
fore, recommend any modifications m the terms of repayment of ti: 
loans. 

148. We should in this connection like to place on record our v 
that the policy of giving loans interest-free or at concessional r, 
of interest is opell to objection. First, such a concession convey 
wrong impression regarding the interest burden which ha~ to 



met. Secondly, cc,nccssions of this kind are not subject to Parlia­

mentary control as nu funds are voted to cover them. We think that 
if J scheme hos to be :subsidised, the ;=;;uh.sidy should b2 giver; d'.n•r!tiy 

nnd nol through r2du,·,io11 in l11e interest charged. The revenue 
l,udgct:c; :c,hou1d show ;_n_c ~1 c1 ual 1ntc,re::;1, Lurdcn and nny asslsta11ce 

fOught to be given t11 1·(1ugl1 concessicma] r:.:i.i.es of interrst should takr_, 

ilw forFl 1,i ;:1 dir('d ·..;l1'.1:::;frly. 

i~9. \ 1,/t' :-:,!1cdl no\v ck;::J] \\. :th ccrt.=1.in gcnernl Jssucs raised by the 
St:;tc Cci\'t?:Ttlll(_'nts. The BrJ~nbay Government contended th::t the 

w,0 ragc ra:es of in1cres( charged on the loans had b~en appreciabl,· 
in cxcc'c:s , ,;· the an.c1 ~1gc co;:;'. of the Centre's u-,:n1 borro\vings. T\1:s 
-. . .-ir-w v,::_,_s a.lso advan:·(·d h:- '.V2st Br--ngal. I\:fadras, Uttar Pradesh ;~n..-1 
Assan1. Thes:-! Si2tc:o :--,rgucd that, in fixing !he rates of interest. tln"' 
Union G,·1vcrnment sh()uk1 t0kC? into .::iccount forc:gn assisU:mce receiv­
Pd as gr<."?.nh; <1r as loans at concessional rates of interest and the re-­
sources rai:;ed by dC'ficit fin;mcing. Some State governments ~om­
p1ained thut even though p;!rticu}ar development projects in their 
States were being financed b~.1 grants frnm forei_:zn governments, the 
;:_·apital sum:~ advanced were i.r0ntcd 3S normo.l i11terest-bec1.r~n;I" loans. 
1\-Ian_v of ihcn1 sugg:e~,tcd that the lonns the;v had taken for unprodllc 
li'i:e or scn1i-productn'e purposes should he wntten off or s.hou!d 

iJr-ar nominal or reduced r.:1 1 es of intcrcs1. 

150. Certain specific matters were rwsed by Sr)me States. T\·1adras 
requested thctt the \1..rays ::md n1e.::rn:-; ad\·ance outstand'.ng against it 
:-;hould be convcrtc·d into o.n interest-free loan tiJl 1958 and should 

be;:ir a concl's:;iunnl rate thereafter. Punjab asked for conversion 
lnto gran'.s of grow more food loans and also part of the loan taken 
for t.hc construction uf lhe capital at Chandigarh. Rajasthan asked for 
the con\'c1-sion into ;:i grant uf the loan sanct'.oned to assist its w~:.yS 
:md 111('.J!lS posHion cm the abolition .of jnternal customs duties vnth 

dicc; frn;·;: L~ Ap:·il H.L)5. Y/est Bc!1g:-1l renewed its request that 
t:12 Juan v,,)iich \V8S granted to ,vipc out the \vays and means 
,<:",,;;!·,c:_,_ -,, ;]i v--,:l1:ci1 ;l hdcl :·t2rtul af!cr !):Jrtitiun, might b? written 

rr J::JTii~--... 1 and E;::;hrnir v,-:,utcd 1.h:-1t tbe lu~:ins sanctioned to the 
1;c-,·:r 1 ,:1:~ thr " ·-,l.ic3(,.-,,:1 of food subsidy pc.yrrrenis should be 

>''-.:'cl -:·u'.::dd.y br y·c1:,c of concesdonal interest At the same fn1e, 
·--r: C::i1;}: 1-};~,t the U!1:0~1 sl:.o,ild not deal with thf:' States as if it \Vere 

cc Y!ff;.ercia~ ban]-:e?:·. The Union and the States are partners iD the 
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r ' fl ~ ( : :: ih aonal development: ·md while tl , ? f ~ ,:\ .no tea.Soll I 

~ ,e Union should lend to the ~tate~ at le.s~➔ ¾' i t ~ t~e true cost of 
its borrowing, there is no justifica t:on either for chargi?g more thall. 
~ • .I b le co, t In calculating su h cost, all fac tors which affec t the. 
cost of borro v·ng should be taken into consideration.. 

l S2. We are not tnaki1.g any recommendations_ r egarding the­
requests n1ade to us for t~e writing off of ~ertain loans ~s they are­
out ,e Olli' ,_ , ... 5 of reference. Moreover, 1t would be 1nequitab1~ 
~o consider ~ ,l\ :11 daims on behalf of indivJduaJ ~tates except as part 
of a general plan of debt readjustment for wh ich the time is perhaps 

not yet ripe. 
~ ' 

153. In our view, there is no justification for the claim that th,e-
amount of foreign assistance for any schemes should be passed on 
wholly to the States in w hi~h 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---bepefits to partic-q.lar States 
just because the schemes· financed by such assistance happen to ·be 
located therein. There is a casej however, for taking such foreign 
assistance into account in determining the overall rate of interest t0: 

b~ charged from the States and we have done ~o. 

154. Similarly, we do not admit the claim that resources provi9-ed • 
by deficit financing should be made available free to interest to the 
Stat~s. Deficit financing goes to increase the resources· of the Union. 
as a whole an~ is not ear1:1arked for specific purposes·. It is reflected • 
in the issu~ of treasury bills~·on which interest has to be paid: to tlie 
Reserve Bank. · It is true that the bulk of. this interest returns to the 

. Union ~ part of the s1;1rplus profits of the Bank. • In making our esti­
mates qf the resources available from the Union for devolution to the 
State~, we ha~e ~aken this factor into 1account. Moreover, w·e are 
concerned only With loan~ given between 15th August 1947 and 31st 
March 19~6 ~~d during this period the amount of deficit financing 
was not s1gn1ficant. . , 

~-. 155. Some States pointed out th d'ffi . . • • · • • 
-~_,_ f · ' , .. e 1 . cult1es caused by the system; 

m.o ~yeqbuate~tpbalyrnenh;s of principal ·and interest .• Though this system 
a. e su1 a e w Pn ther • . 

: Dal from . - e is scope for the repayment of the princi-
. ..... . revenue, It seems to us . I r· 

the • • 1 
• • • ~ meaning ess now in the context o 

maximum utihsat10n . of : 
expenditure and the ste d . reven~e for current development 
States to the u . a y in~rease in the outstanding debt of the . n.10n. . 
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1 i .::: l • , , '. : • 1s .1011 oi consol.idating and rat i~r1alis--
t e ... m;; v.i.: 1,ne • ca1.t ,~ , ,... L. .o the in ferPst ~ t d tbe J. . , • - • 1.ree oans an the--

iflg rehabilHat ii)n of displaced persons. 
a11s for 

Jo ' • t d h 

'

V-e J ::tve stun a e t e ave.rage cost to bl e a t f 1~7. . . . • 1 overnmen ~ 

f al1 its borrowings, inclucbng treasury bills and 11 . 
1 dia . h sma savings,. 
n . the period from 15t August 1947 to 31st March 1956, In the 
dtl1'111g • • t d t k. 11 f this estnna e an a ing a relevant factors into account we 
tight 

O 
ome to the conclusion that the reasonable rate t~ be cha;ged 

ba,re c U . h 1 • 
s tate!:i 1y the nion s ou d be 3 per cent and this rate should 

o the • t· f th . 
1 to all loans, 1rrespec ive o e period of maturity 

~y . • 

158_ We consider that all loans, which bear a rate of interest of 3 : 

ent or more, should be consolidated for each State at 3 per cent per c • 
For purposes of repaym7nt · they should be split up into two cate--

ries. The loans due to be ·repaid within a period of twenty years­
:om 1st April 1957 should be consolidated ~to on~ single _loan repay­
Jble at the end of fifteen years; the rest, i.e., those repayable after· 
twenty years from that date should be consolidated into anoth~r . 
.single loan repayable at the· _end· of thirty years. 

159. We wish, however, to make an exception regarding loans-= 
carrying rates of interest belp'Y _3 per cent. They ~ave been made 
generally for unprodu.ctive or _ semi-productive purposes~-such_ as the·· . 
aevelopment of cottage industr:es and minor irrigation. In· our . 
opinion, these loans should be consolidated at an average rate of 2½.--
er cent, which we expect _will enable the Government of India to­

~cover from the States the ·same amount as at present on account­
these loans. For the purpose '~f repayment, these loans should be·· 

lit. up into two categories in the same manner as the loans referred 
• in the previous paragraph. 

160. To sum up, we reco~mmend that the outstanding balances on-.­
st March 1957 of · all loans by the Government of India to • Stat~ · 
overnments made oetween 15th August 1947 and 31st March 1956, 

: tuding the loans given for rehabilitation of displaced persons and;: 
-.eres~-free loans, be consolidated, for each State, as follows:-

(i) the balances of all loans carrying interest at 3 per · cent or -
' In.ore per annum and repayable on or after 1st April 1977, 
· be consolidated into one single loan at 3 per cent per -

.. , annum repayable on 31st Marc~ 1987; ~ 

• (u) the balances of all° loans carrying interest at 3 per cent or· 
.inore per annum and repayable on or before 31st March .. 

/ 
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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 al! loans carrying interest at less than 3 
per cent per annum and repayable on or after 1st April 
1977, be consolidated into one single loan at 2.1 per cent per 
annum repayable on 31st March 1987; and 

(iv) the balances of all loans carrying interest at less than 3 
per cent per annum and repayable on or before 31st March 
1977, be consolidated into one single loan at 21 per cent per 
annum repayable on 31st March 1972. 

161. We expect that the scheme of consolidation recommended 
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 Joans due from each State 
to the Union in respect of the Joans 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 gi\"en 
to the States from the Special Development Fund. We understand 
that, in respect of some of these Joans, there is an obligation to make 
the amounts repaid availa':,,le 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 doubt. conside1· 
whether the amounts which are now creditable to this fund on re1Ja:,'­
ment of the loans should be provided fro1n their own rescurces. 

164. Our recommendations apply only to the loans given be\wccn 
15th August 1947 and 31st March 1956. We suggest, 1,owe,·cr, \hat 
the ba~,ic feature of our schen1e 1nay be considered foy adopticr:. fer 
future years also. This will mean that each s:ute \Vill get on!:~ tv:o 
loans a year, i.e._. one mediuIT-t.:,rm and one long-tc·r!.11. r,t a n::.te o-:' 
interest approximating to U:.e net cost of 2,Jl Union bo:-rowings :r:.. t}1c.t 
year. In that case, \Ve v:ould suggest t11c,t no 1'2.§;Ular lc<'.ns 1 but 0:c •~.-,., 

ways and means adv&nces, 1: _, ~.s:nctio11ed in lhe cours:: o-! fl fr~{-~:~c~t} 
year, the an1ount being regulc'-tcd '':i:h re:~c!·e~1c-2 ~o the r,.:1rp0:-·~.:c :~~,:' 
V1·hich :he loans are io be giYcn ... .:, . .-ft.er 1;,_,-=' close cf ·~he- ;'€.~-,-. , ,,. 

total of such advances may be con'--e~·t0c::: ir1:o ty,;:::; 1c,2J_:::-. ~: --- -:r.:Lt:..· :> 

term loan and a Jong-'!.c1-r:·_ ~onn, ca::~·'•:ing 111'.:::"est at the rate ca~c .. i1c/.­

--2d as suggested earlier i;, : ~-j~. S2c·; on. 



XV. Distribution of Additional Duties of Excise, 

165. In thi, Src+hn 1!d th:, next we dea! wnh the ref Prenc 
to us on 22nd M;v 1957 in the Financr AJindry's letter rer 

in th.e- o;v,n1n.~ pcr-,1graph nf. this Report ln respect. of t1 

tional du'"ie.s of exc:1se, ·,,ve have to ma1' e rccornrnendat.1ons <) 

principles which shnuld gMe:n the disteibuth>n of the net 1 
am.ong th,~ States and the arrin'Unts whir:h c;hould be assurE'd 
as the im:,C"lm.e now derived from the levy of s·-lles taxes on .m 
-iext.iles1 sug:w and tobacco (in.eluding manufactured tobacc 
receipt of tl,e referrnce, we wrote to t.he Sta le Government8 
their vie\·vs and asking for informatiun regarding thP ratPs 
taxes on ~hP commodities in question, the yield on the basis 
r:-ates, the value o.f the annual consumption .in the Sta!:es of 
these ':onnn,--:,dities dnd other relevant .mdtters.. A copy of 1 
1:r1unkaticn 8ddrcsst~d to the States is reµroJuceci. in Append, 

166. AftPr the receipt of their reµliE>s, we held discus 
New Delhi with lh•·'IT representatives from 22nd July to ls! 
1957. The views of the States regarding the principles of , 
tion varLcd widely. Many of them proposed formula, analr 
those suggestc•d by r,hern for the distribution of income tax an 
duties. 

167. We first considered whether in determining the 
income and formuiating the principle.s of distribution of ll 
tional excise duties, \Ve should take ali the three co1nmod 
gethe~ or give separate figures for each. Our term of refere1 
u-.:: no g1_1_id:1cTire in this respect. If it ~.~;c:::-2 merely a quest;un 

lution of revenue from the Union to the States, we would ha­
the responsibility of making a positive recommendation; bu 
matter is one of agreement betw~en the lTnion and the St 
refrain from doing: so. \Ve are, therefore, making recommt.' 
for the three rommodities separately and for all of HH--•m 1 

both in regard to the sums to be guaranteed and the dis: 
of the net procee,is 

168. Turning to the determination of t.he ::imount of the 
income" ;Jssured tO the Sta1es, it was urged that this ex 
should bP given a liberal interpretation so as to include pr, 
revenues likely to result from increase ~if rates for which J.<, 
had been passed or was likely to be passed in the near fu 
was further claimed that the prospectiv<- yielrl m a full yea 
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Centrally levied inter-state sales tax, which came into force on 1st 
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 to 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 enforced 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 intra-state sales, so that, for any inter-state tax to 2-"::~rue, 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 accrued to that 
State in thP financial year 1956-57 from the 'J:,.vy ,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 attemi;,t to estimate the state-wise 
consumption of these three commodities. The data available to us 
were the consumption figurc3 of .mill-made cotton textiles, sugar and 
certain forms of tobacco contained in the report of the fourth l'Olh'ld 
~f the National Sample Survey (April-September 1952), the esti­
mates prepared by the Textile Commissioner, the statistics of th'O 
clearance or off-take of sugar pre;,ared by the Sugar and Vanaspathi 
Directorate and the statistics of consumption of tobacco rnntr.ined 
in the Report on the Marketing of Tohacc.·, of be Ag,icc1l~u,al 
Marketing Directorate, prepared on the basis of surveys f!nd enquiries 
undertah:t11 in 1950-51. We have· compared ;h0 estimates p-·'~_-Dared 
on the basis of these data ¥.tith tLc:sr ~;:_ ;~,Ji •. : i ,. 1he StatA Go,;_-. 
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ments. • It may be mentioned that sales tax being generally a· turn ... 
over tax. most States were- not in a positic>n to lt 1 l fi . • s pp y accura e 1gures 
either of collection or of consumption w f It th t th . • e e a , as ere was a 
considerable margin of error in the figures of t· th . · consump 10n us 
arrived at, ~t ,vould he \Vrong to · distr'bute the additional duties solely 
on the basis_ of these figures. We have there£ d • ul t' . . .- . , ore, use pop a 10n 
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 consumption 
figures which we had comp,uted in the · manner explained in the 
previous paragraph, and \Ve believe· that, on the whole, the figures 
of present • income finally arrived at by us represent for each· Stat~ 
thP, nearest possible approximation to their income from sales taxe3 

. . . 

on these three commodities du~ing the financial year 1956-57. 

172. The net proceeds may be distributed in one of two ways. • The 
guaranteed amo411ts of p~e~ent income may be made the first charge ./ 
on the revenue· from these additional du~ies, 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, thc1t may arise in th~ case-o.f 
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 S_tates do not get ~om 
the distribution even the guaranteed amounts, others may receive 
sums in excess ·of the guarantee; in ~he former contingency, the 
Ux;Lion will have to make good the deficiency. While it may' be 

·, reasonable to expect that the proceeds of the additional ~excise duties 
lVill. be greater than the total of the guaranteed amounts, we do not • 
see any justification f~r placing upon the Central revenues any 
burden arising out of implementation of the guarantee~. We have, 
therefore, decided that, out of the net proceeds of • t:q.e addition~ 1 

duties, the guaranteed amounts shoajd first be paid to tlie States ana 
th

e balance be then distributed among them. • . 
• 173- Before 1st April 1957, the State of Jam.m~ and Kashmir had 

~o _sales tax. There is, therefore, no question of determining its 
d!~;::nt. inco11:1e". Nevertheless, the inc~dence of the additional 
of oth Will fall as much on the people of this State as on t?e peopla 

er States and, we think it" is entitled to its share. 
ii....... ------ • ,..._ 

.. 
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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 
:iuestion of any guarnntee to itself in respect of its "present income" 
from sales taxes does not arise. 

175. We recommend that-

(I) in respect 
proceeds in 

of Union territories, 1 per cent of the net 
any financial year of the additional duty 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 of_ such net 
proceeds be paid to the State of Jammu and Kashmir; 

<3) out of the balance of the net proceeds, i.e., after deducti011 
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: 

(Rupees in lakhs) 

State lviill-:nade 
textiles 

·, .. 
Sugar Tobacco 

Andhra Pradesh 120 40 75 

Assam 40 15 30 

Bihar 80 30 20 

R1m1bay 600 245 II5 

Ke-rala 38 20 37 

Madhya Pradesh 83 40 32 

Madras 168 Go 57 

Mysore 48 25 27 

Orissa 50 20 15 

Punjab 95 50 30 

Rajas than 50 25 15 

Uttar Prac...!sh 400 I 12 63 

\\' est Bengal 204 36 40 

-----~ ·----
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(4) !ht remainder, if any, of the net proceeds be distributed 

in th"! pe,c 0 ntage ratios applicable to' each commodity as­
set out in tLe table below:-

P,:rccnragc::s 

State .Milt-made Sug:ar Tobacco 
t~:uilcs 

Andhra Pr:1.Jesh 7·38 6·65 10•47 

Assam ::!.'72 2·55 2-98 
Bihar 11·19 8·20 8•90 

Homb;:.:y 16-46 :!0·17 17•41 

Kerala 3"10 3'03 3 43 
i\fadhya Pra1.ksh 6·97 r67 ]< IO 

,\laUras 7-26 7'43 9·53 
,\-ly~cre -~. t,;S S"IJ 5·58 
Orissa 3·32 2.87 3•2J 

Punjnb j·'.:6 7·21 4·36 \ Rajasthan 4-36 4·81 3 -59 
Uttai- Prade.-;h. r.S· 19 15 "63 r6· 13 
West Bengal 8·51 8·65 7-31 

176. If, for the purposes of the guarantees and the distributiou. 
',Jf 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: 

Sum to be 
State r:aranteed Percen-

( up~s;5, itt t,n~C 
lakhs) 

Andhra Pradesh 235 7-81 

Assam 85 2-73 
Bihar 130 10·04 

Born.bay 960 17·52 
Kerala 95 3'15 
Madhya Pradesh r55 7·16 

Madras 28.'5 7•74 
Mywre lOO 5· 13 
Orissa 85 3•20 

Punjab 1?5 5 ·71 

Rajasthan 90 4 -32 
Uttar Pradesh 575 17·18 

\';!est Bengal 280 8-3, 

TOTAL .3250 



XVI. Distribution of Tax on Railway Fares 
177. We now turn to a consideration of the principles of distribu­

tion of the net proceeds of the tax under the Railway Passenger 
Fares Act 1957, which 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 J ammu 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 popu ',tion 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 269 does not rules put any 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 pa.s­
senger fares within a State will not reflect 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 traf1c passes without originat­
ing or terminating in them. The net proceeds due to passenger 
traver in a State may, however, be determined with reasonabl.2 
accuracy by allocating the passenger earnings among the States on 
the basis of the route mileage with'n 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 each zone. 
Hence, if the earnings of each zonal railway are rllocot·:d by route 
mileage located in each State separately for each gauge this would 



1.J, ) 

give, as nearly a~. o. sihl , an ~lfor..qtion of pa q~n~"1 ra r•J in !erms 
of passeng r Par nmgs. Th£> d1~ tr1h 1tion of thP a .Y n I hP ra io of 
the earnings thus allorA1Pd ,m gn, o Pach c; ~1f' 8 '"h a rP tha _ -i] 

.approxjmat. cJos . ly to th art,rn 1 ac;c:.Pnger r;3uel in 1 

J 80. W hav next to d cidP hPther he d1 t r ih11110n each y~ar 
-should be mad on th a1loca1 jon of th~ earnin_gc; of th;:it vear. We 
feel that this wnl b a cumbrous and inconveni~nt arrangement It 
is desirabl th at the tat s should know in ad vance the ha re of 
revenue they are entitled to g t. It js rea ona ble to '- ·ork out the 
.States' shares on the basis of the averagP of recent ,:arning and 
.express these shares as fix ed percentages applica b!P for five year 
from 1957-58. In order to even out fluctua tions , we ha \·e ;:iken the 
figures of passenger earnin'gs (exclusive of earnings of suburban 
services) for the last three years (ending March 1956) , for which 
actuals are available and have worked out the shares of the States 
on the basis explained above. These come to: 

State 

Andhra Pradesh 

Assam 

Bihar 

Bombay 

Kerala 

Madhya Pradesh 

Madras 

Mysore 

Oriss;a 

Punjab 

Rajas than 

Uttar Pradesh 

West Bengal 

9 39 

16 ·2 

c ·8I 

8 · j I 

6· 46 

181. We_!ecommend that the net proceeds of the t a_ - be d i -tribut­
,ed in accordance with th se percentages after deducting one quart r 
per cent for proceeds attrihutable to Union territories. 

182. While this recomm ~nu 1ti()n may h1Jld good for U1< period of 
five years endin g 31st Marc;h l9G2, WP ,mggest thnt step-:; be taken 
to investigate if the railways coulrl n t , without. unJ1 ,e labour or 
-expense, maintain state-wise stati stics ul r oute ntLkage, Lfartic and 
,earnings to facilitate the consideration of altern ative methods of 
distribution. 

417 M ofF- 6 

• 
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XVII. :\liscellaneous 

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

184. In our study of the expenditure in recent years of State­
Governments, we were struck by the dislocation cnused to the 
finances of many of them by unforeseen expenditure on natural 
calamities like famine, droughts and floods and we \Vere impressed 
with the need for making some regular provision to meet this type 
of expenditure. In our estimate of the committed exnenditure of 
the States, we have included a margin for enabling them to set apart 
annually frc m their revenue sizeable sun1s to be accun1ulated in a 
fund for meeting expenditure on naturaj_ calamities. The annual 
amounts, based roughly on the average annual expenditure over the 
last decade, which we have allowed for the individual States. are: 

Am1mnt 
State (Rupees 

in lakhsj 

Andhra Pradesh i5 
Assam ., 
Bihar lOJ 

Bombay 40 

Kerala IO 

r-.fadhya Pradesh 15 

Madras 50 

lvlysorc 30 
Orissa 50 

Punjab 40 

Rajas than 40 

Uttar Prade:-h 50 
West Bengal So 
J ammu and Kashmir IO 

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 necessary, be 
widened to cover all natural calamities. The balances of the funds 

-ould be_ invested in readily marketable Government securities so 
.~at-they may be available ·when neededi without the States having, 

:tllllilllu:Gept in very abnorrnal circumstances; to curtail their other expen-
'"8lture or approach the Union for assistance. We trust that the State 

Governments will welcome this suggestion and take appropriate 
action to implement it. 



185- In May 1957, the Governmtnt of India drew ot.:r .attention to 
their scheme of assistance in connection with the revision of the 
salaries of the low-paid employees in State services

1 
embodied in 

their communication to the State Governments dated the 20th 
February 1957, reproduced in Appendix XI. Under this scheme, the 
Centre offered to meet two-thirds of the extra expenditure necessary 
to ,bring the total emoluments to Rs. 60 per mensem and one-third of 

\ the extra expenditure 011 account of the increase in emoluments 
beyond Rs. 60 per mensem _and upto Rs. 100 per mensem. The assist­
ance was subject to the further conditions that in any individual case 
the amount of increase should not exceed . Rs. 12 per mensem, and 
that the revision should not have the effect of increasing the State 
scales of pay beyond the corresponding Central scales in any case 
and should not apply to industriai or other establishments for which 
scales of pay are normally· fixed at market rates. This offer was . 
for a period of fo·Jt years from. ls~:-~April 1957, but was subject to 
reconsideration "in the light of our ·recommendations. 

186. vVe considered whether we could make any provision .in our 
scheme of devolution for·· the expenditure involved in this revision. 
The quantum of expenditure w·i11 depend both on the extent to 
which a State may take· advantage of the scheme and· on the time 
when the revision may be given .effect to. There is no r~a~on to 
assume that all the_ States :Vill take full advantage of the scheme or 
enforce it from 1st April 1957. We are, therefore, unable to . make 
any pro~fon for this additional expenditur~ in our scheme of ~evo­
lution .except to the extent to which revisions of pay had already 
been . ~anctioned and ·brought into ; force in any State before 20th 

' \ 

February 1957, the date . of issue of the Central Gov~rnment orders. 
Since the cost of such revisions has been included in our estimates 
of expenditure, .the Central . Government need not render any assist­
ance in Tespect of them for any peri?d after 1st Apr_il 1957. Regard 
ing revisions san~tioned or brought into effect aft.er the issue of the 
Central Government orders in February 1957, the States will not be 
_in a position to meet their share of expenditure. It will be for the 
Central Government to decide the extent to which they should ssist 
the States .to meet .the cost of such revisfons. 

• 187. ·our attention was frequently d 1 d\ . 1 to Ii': :-let noratrnn i,, ,,, 
the standards of .maintenance of_ public works ond se. v-·· ,,s r- ue t 
lack of funas. This was specially stressed -m ·res_p1::d 01 1uau.::.. We 
realise that this is largely a matter for the State Government~ who 

' have to use their revenues to the best advantage. But we should 



like to sound a note of warning. It is, in the long run, wasteful to 
aJ!ow public assets to deteriorate for we.nt of proper maintenance. 
In the case of roads, this will be particularly unfortunate in the 
larger economic interest of the country. Proper communications are 
essential for economLc development, of the country and roads, 
often built at considerable cost, should net be allowed to deteriorate 
by lowering the standards of maintenanc,e. 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 inescapable. Even then, it should be 
phased over as long a period as possible. 

189. In formulating the second five year plan and assessing the 
resources available for it, the existing revenues of the States and 

• the proceeds of futw:e taxation had been fully taken into account, 
..._/ leavi9g the States without any margin for further commitments. 

' J 

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 rela•es to the system of matching grants. ·During 
the first five year plan period a number of schemes involving such 
grants were sanctioned and subsequently incorporated in the plan. 
A large number of such schemes have also been inc:luded 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 ,:if the plan. Their difficulty was 

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

,e'- re~ources because of the understandable public cr·itidsm that they 
-~ not taking :;,.dvantage of these schem,,s, desirabie< n themselves 
,.,..and having the added attraction of a Central subsidy. In the result, 

most of them accepted the schemes and ran into revenue deficits. 
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!91. There is considerable force in this co~plaint. So faf as the 
second five year pl~n is concerned, we have sought to meet it by 
taking into account m our scheme t he requirements of the States for 
the plan as a whole including schemes involving matr.hing grants, 

0 
that the States will have resources to meet their share of the 

:xpenditure. But we suggest that, for the future, no sr.heme outside 
the plan should be formulated on a matching ,basis. Except to a 
small marginal extent or when the scheme itself is related to the 
raising of a specific additional item of, fresh revenue such as by 
the levy of a special tax or cess, there is, in our opinion, no room in 
present circumstances for matching grants. We think it unwise to 
encourage States to run into revenue deficits ' by ac<;epting such 
schemes as all their revenue resources have, as already explained, 
been fully committed; Matching grants may be useful in ordinary 
circumstances . as providing a stimulus tq State action in particular 
spheres of activity, usually in the field of social services, in which 
the Centre desires to ~ecure country-{\Tide development in the 
national interest.. - They _have :p,o place when the country has an 
integrated and comprehensive plah which lays down priorities for 
the development of all social services. The system of matching 
grants on any basis uniform for all the States _is also not .equitable; 
it operates in favour of the richer and against the poorer States, as 
the former are in a more favourable position to take advantage of 
such grants. In the present Union-State set-up, the States depend 
for a substantial portion of their revenue on shares of Central taxes 
and on grants-in~aid. When the States have taxed themselves to a 
reasonable extent; the balance of the ·revenue to enable the States 
to meet their expenditure has to come· from Central devolution. 
There is · no method by which the States' share of the expenditure 

I 

on schemes based on · matching grants ,could be set off against 
· revenue derived from their own sources, as distinguished from the 
revenue they receive from the Union by way of shared taxes and 
grants-in-aid. When the revenue budget is balanced by Central 
devolution, the States' share may come out of such devolution. If 

' this happens, the whole purpose of matching is lost. For these 
reasons, w_e feel that schemes involving matching grants are not 
suitable in present conditions. 

. 192. The second r.r1etter mention1-', i by .lb,·, S ! .ne::; enJi •, , :-- p r/ I-he 
~structions issued from time to time by Central Ministries suggest­
ing to State Gov:ernments the adoption of measures which resulted in 
the reduction of their revenues such as the reduction of sales taxes 

-+ 

I 
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on part~ular commodities or in their incu.rri"!lg additional ex­
penditure such as on the consolidation of holdings. Except when 
t}1e 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 also. 

193. Some State Governments complained that plan schemes 
involving Central assistance and includ<,d after discussion between 
them and the Planning Commission were again subjected to detailed 
examination by the Pbnning Commission and Ministries of the 
Government of India after they had been elaborated and scrutinised 
at the State level and that this frequently resulted 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 sch1~me 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. 

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 transactions relating to industries. In certain States, 
receipts are taken gross and in others net, i.e., after deduc!ion of 
working expenses and depreciation. In -sume State..c;, transactions 
connected with the purchase and sale of fertilisers are shown unde,­
the head "Agriculture" and in others under the head "Co-operation". 
in many States, plan expenditure is inextricably inter-mixed with 
normal expenditure so that it is not easy to derive the latter from 
the accounts. It is <lesirable to have one uniform accounting pro-
cedure for all the States a.nd to exhibit the plan expenditure sepa- , 
rately. 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 
Ii, 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 1.o Union excise but actually very J.ittle has been 
done in this direction. We understand that the Central Board of 



Revenue, which is mainly concerned w.ith the r.oJlecUon of revenue 
at the ·point of production, is not in a positiotl to maintain statistics 
<Jf consumption. If this is correct, we suggest that otJ?i,e r arrange­
men ts be made through agencies like the National Sample Survey 
for the collection of these statistics. If thP. ordinary rounds of the 
National Sample Survey are not adequate, special enquiries may 
be -instituted foi' this purpose, preferably· with a sample design based 
,011 n1ultiple stratification according to regional v ariations in con­
•-sumption as :vell as variations between rural and urban areas. V../e 

• also noticed t hat reliable figures of collection of sales taxes on indi­
,vidual c01nm.odities ,:vere not available in many States. We suggest 
-that State G·overnn1ents should be invited to take nec~ssary steps to 
·have this infonnation collected in future. The importance of having 
•.reliable statistics of consumption ,and of collection of sales tax by 
.commodities has now been underltned by the proposal to levy an 
additional excise duty on certain commodities in replacement of sales • 
taxes on them. We trust that urgent attenti01~ will be paid to both 

-:these matters. 

196. Our predecessors -had reco~mended the · establishment of a 
--cell in the President's Secretariat to coll~ct and maintain up to date 
<lata likely to be of use for future Commissions. We understand that 
-this was tried and found unsuitable and that, following the recom­
mendation of the Taxation Enquiry Commis_sion, this cell has since 
been merged in the Finance Ministry. We, however, consider it 
--essential that a nucleus staff with experience of the ~ork of the 
Finance Commission should be retaine<;i within the Finance Ministry 

.and made available · to future Commissions. We also sugge·st that 
arrangements be made 'by the Finance Ministry for the necessary 

.statistical and other research work likely to be of assistance to them. 

197. Finally, we would like to draw attention to certain constitu­
tional implications of the changing pattern of fin~ncial _relations 

·between the Union and the States. Among the shared taxes, income-
' 

-tax is losing its dominant position. The amount of excise revenue 
given to the States by the first Finance Commission was about one­
thit:d of the amount devolved through share of income tax. Accord­
ing to our recommendations, the proportion will rise to nearly . one­
half and it seems inevitable that it will continue to r.ise still further. 
'The change is e ven more striking in respect of grants . The grants 
given under article 282 are already greater than the grants-in-aid of 
revenues given under article 275 (1). According to our recommenda­

-tions, the la.Her ~r i~l amount to Rs. 190 crores as 'agains t. Rs. 275 
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crores likely to be received by the State, under art.ide 282. With 
the levy of estate duty and tax on railwHy passenger fares, article 
269 is emerging as ar, important source of revenue to the States. 
Earlier in Section Ill we have pointed out •;hai: 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 ~lnion and the States. 

XVIIl. Recommendations 

• 198. Our recommendations to the President are set out below:-

!. Under article 270 of the Constituton-

(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 1;hose proceeds represent 
proceeds attributable to Union territories or to taxes 
payable m respect of Union emoluments, to be assign­
ed to th,· 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 beo Jistributed among those States as follows:-

State Percentage 

Andhra Pradesh 8·u: 
Assam 2·44 
Bihar 9•94 
Bombay 15•97 
Kerala 3·64 
Madhya Pradesh 6·72 
Madras 8°40 
Mysore 5 • '4 
Orissa Yn 

~' Punjab 4"'4 
Rajasthan 4•09 
Uttar Pradesh 16-36 
West Bengal 10•08. 

Jammu and Kashmir 1·13 

' 

' 



TJ, trnder article 272 of th~ ,'~'n.·titnt.H n a sum equal to 2-
(!wr1 dy-five ) per C ( nl. ) ,_ 'l r 1, t p,,,c~t-O'~ of thP. trri i()n 

duties of excise on ~ugar, ,11atches, tobacco (including 
in3nu£actured tobacco) , ve1~etable products coffee, tea,. 
paper and vegetable non-essential oils, be paid out of the 
Consolidated Fund r)f Tndia to the Sta i,es and distributed 

amrng tbem as follows.-

State Percentage , 

Andhra Pradesh 9· 38 

Assam 3·46 

Bihar 10·57 
Bombay 12· 17 

Kerala 3·84 

Madhya Pradesh • . 7·46 
Madras 7· 56 
Mysore 6·52 

Orissa ,, 
4·46 

Punj2b 4·59 
Rajasthan . 4·71 

Uttar Pradesh 15·94 

West Bengal 7·59 

Jammu and Kashmir • 1·75 

III. Under article 273 of the Constitution, the following sums­
be prescribed as grants-in-aid of the revenues of the 
States of Assam, Bihar; Orissa a'nd West Bengal, in . lieu 
of assignment of any share of the net proceeds of the 
export duty on jut'e and jute products, in each of the three­
financial years beginning on 1st April 1957:-

Assam 

Bihar 

Orissa 

West Bengal 

(Rupees in lakhs) 

75 ·00 

72·31 

15 ·00 

152·69 

IV. Under the substantive portion of article 275(1) of the 
b Constitution, in each of the five financial years beginning 



State 

/"t 
on 1st 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: 

(Rupee-s in crores) 

1957··)8 195f: •. 59 1959~60 I960•-6l 1961--62 

Andhra Prade,h 4 -oo 4·00 4·00 4·00 4·00 

Assam 3·75 3 o:•5 3·75 4·s:o 4·50 

Bihar 3·5o 3 ·50 3·50 4·25 4·25 

Kerala I_. 75 1·75 I. 75 I ·75 1 ·75 

Madhya Pradesh 3·00 3•00 3·00 3·00 3·00 

Mysore 6·00 6•0-) 6·00 6-oo 6·00 

-Orissa 3·25 3 -2·; 3·25 3·50 3·50 

Punjab 2·25 2-25 2·25 2-25 2·25 

Rajasthan 2 • 50 2·5? 2·50 2.50 2·j0 

West Bengal 3·25 3- 2 5 3·25 4·75 4·75 

Jammu and Kashmir 3·00 3 ·00 3-00 3·00 3-00.,,, 

Total 36·25 36·25 36·25 39-50 39-50 

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

(1) out of the net proceeds in each financial year of estate 
duty in re,pect of property other than agricultural 
land, a sum equal to 1 (one) per cent be retained 
by the Union as proceeds attributable to Union 
territories; 

(2) the balance of the net proceeds be apportioned 
between immovable property and other -property in 
the ratio of th,, gross value of all such properties 
brought into assessment in that year; 

(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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(4) the sum apportioned t o proper t y o ther than immov­
able property be distributed a m ong the States as 
follows:-

State Percentage 

Andhra P radesh 8 •76 

Assam 2·53 

Bihar: 10°86 

Bombay 13 ·52 

Kerala 3·79 

Madhya Pradesh 7 · 30 

Madras ' •. 8 · 40 

Mysore 5·43 

Orissa 4• ro 

Punjab 4·52 

Rajasthan 4·47 

Uttar Pradesh 17 ·71 

West Bengal 7 · 37 

J ammu and Kashmir I•24 l 

-
(B) In respect of the period prior to 1st April 1957, t h e distri-

bution already made be legally ratified. 

VI. In regard to the loans mad e by the Govern m ent of India 
to the S tates between 15th August 1947 and 31st March 
1956- . 

(a) With effect from 1st April 1957y in respect of loans 
made to the States for the. rehabilitation of displaced 
persons and relent by them, the States be allowed to 
pay t o the Union only the amounts of principal and 
interest collected, includ~ng arrears, if any; 

(b) no modification be made in the r ate of ir_ terest or 
terms_ of _repayment of interest-free loans; and 

(c) of the remaining loans-

(i) t he balances on 31st l\:Iarch 1957 of all loans carry­
in g- interest a t t h ree per cent or n10re per annum 

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

(ii) the balances on 31st March 1957 of all loans carry­
ing interest at 3 (three) per cent or more per 
annum and repayable on or before 31st March 
1977 be consolidated into one single loan at 3 
(three) per cent per annum repayable on 31st 
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 2½ (two and a half) 
per cent per annum repayable on 31st March 
1987; and 

(iv) the balances on 31st March 1957 o_f all loans carry­
ing interest at less than 3 (three) per cent per 
annum repayable on or before 31st March 1977 be 
consolidated into one single loan at 2½ (two and a 
half) per cent per annum repayable on 31st 
March 19'72. 

VIL 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-

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

(2) a sum equal to 1¼ (one and one quarter) per cent of 
the :net proceeds of each additional duty be paid to the 
State of Jammu and Kashmir; and 

(3) a sum equal to the balance of the net proceeds of ,, 
each additional duty, i,e,, after deduction of the SUIWI, 

mentioned in sub-paragrnphs (1) and (2) above, be 
distributed a! follows:-

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

• 



dhra Pradesh 
Ml . 
/lssarn 
13ihar 
.aor11baY 
l(erala • 
~iadhya Pradesh 

_Madras 
~ysore 
orissa 
punjab 
Rajas than • 
Uttar Pradesh 
\Vest Bengal\.., 

State 

A.ndhra Pradesh 

~ssam 

Bihar 

3ombay 

KeraJa 

liadhya Pradesh 

liadras 

fYsore_ 

lrissa 

'uniab 

:aiasthan . 
lttar Pradesh 

est Bengal 

II 

77 
taxes, by whatever name called, on the three com­
modities be first paid to them. 

(Rupees in lakhs) 

Mill-made Sugar Tobacco 
textiles . 

120 40 75 
40 15 30 
80 30 20 

600 245 II5 
38 20 37 
83 40 32 

168 60 57 
48 25 27 

. 50 20 15 
95 50 30 
50 25 15 

400 II2 63 
204 36 40 

Total 1976 718 556 

(b) The rema1n1ng sum, if any, be distributed as 

follows :--

, Percentages 

Mill-made Sugar Tobacco 
textiles 

7 ·38 6•65 10 ·47 

2 •72 2·55 2·98 

II' 19 8 • 2.0 8 · 90 

16·46 20•17 17·41 

3·IO 3 ·03 3 "43 

6 •97 7·67 7 · 10 

0 7·26 7 ·43 9 ' 53 

4·98 5. 13 5 · 58 

3·32 2·87 3 ·21 

5 · 56 7 · 21 4·36 

4 · 36 4 ·81 3 · 59 

18 • 19 15·63 16•13 

8·51 8·65 7·31 



(B) If, the total net proceeds of the three additional duties 
taken together are to be distrjbuted-

(i) A sum equal to 1 (one) per cent of the net proceeds 
be reta'ned by the Union in respect of Union terri­
tories; 

(ii) a sum equal to 1¼ (one and one-quarter) per cent of 
the net proce,eds be paid to the State of J ammu and 
Kashmir; and 

(iii) a sum 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 sale& 
taxes, by whatever name called, on the three com­
modities, be first paid to them-

State 

Andhra Pradesh 

Assam 

Bihar 

Bombay 

Kerala 

Madhya Pradesh 

Madras 

Ai.yosre 

Orissa 

Punjab 

Raj~sthan 

Uttar Pradesh 

West Bengal . 

Total 

(Rupees in Jakhs) 

235 

85 

130 

960 

95 

155 

285 

100 

85 

175 

90 

575 

280 

J250 

( 
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\ b) The re1nainder. if any, o.f the net proceeds be­
distributed as ·fo llows : 

Seate Percentage 

"-
dhra Pradesh , J1 7 ·8 t 

Assam 2 ·73 

Bihar 10·04 
'\ 

Bombay 17· 52 

I(crala 3 • 15 

..\-l:ldhya Pradesh . 7 • 16 

.Madr{!S 7·74 

Mysore 5·13 

Orissa 3·20 

Punjab 5·71 

Rajasthan 4·32 

Uttar Pradesh 17 · 18 

West ijengal S·31 

VIII. (a) Out of the net proceeds in each financial year of the 
·tax on railway fares a sum equal to ¼ (one-quarter) per 
cent be retained by the Unio~. as proceeds attributable to 
Union territories ; and 

(bj the balance of the net proceeds of the tax on railway _£~ires 
be distributed among the States as follows: 

State Percentage 

Andhra Pradesh S .-86 

Assam 2 · 71 
Bihar 9·39 
Bombay 16·28 
Kerala. 1·81 

Madhya P radesh 8 ·31 
Madras 6 ·46 
Mysore 4·45 
Orissa 

1 ·78 
Punjab 

8 •IJ 

Rajas than 
6 · 77 

Dttar Pradesh 1S·76 w est Bengal 6 <3I 

t. - , 
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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 responsib'ilities parti­
cularly for defence and national development, to transfer resources 
to the States. It maintains a balance between devolution by trans­
fer cf shares of taxes and devolution by fixed grants-in-aid. We 
would like to emphasize that any modification of individual recom­
mendations will upset this balance. 

200. We recommend that the decisions taken by the Government 
of India on this report be given effect to from 1st April 1957, and all 
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 showi1 
against shares of taxes are only estimates and indicate the order of 
the sums to be received; the actuals will vary from year to year. 

State 

Andhra Pradesh 

Assam 

Bihar 

Bombay 

Kerala 

Madhya 1Jradesh 

Madras 

.M_ysore 

Orissa 

Punjab 

Rajasthan 

Shares 
of 

taxes 

8·50 

2·75 

10·00 

14·75 

3·75 

7·00 

8·:;:5 

5·50 

4·00 

4·~:5 

4·25 

Grant 
under 

article 
2 73* 

(Rupees in crores) 

Grant • 
under 

substantive 
Portion of 

article 
275(1 

4•00 

4·05 

3·80 

1·75 

3·00 

6·00 

3· " . 

;: ·25 

C • 50 

Total 

12·50 

7·25 

14·23 

14·75 

5·50 

ro·oo 

8-2~ 
• ' 

II .50 

7-44 

6 •5(i 



State 

Vttar Pradesh 

West Bengal 

Janunu and Kashmir 

81 

Shares 
of 

~axes 

Grant 
under 
article 
?.73* 

I · 88* 

(Rupees in crore1) 

Grant 
under 

substantive 
portion of 

article 
275(1) 

37·55 

Total 

139 · 43 

*This is an average for fi ve years of payments which will actually be made to the 
States in the th ree year s ending _31st ·March 1960. G rants-in-aid under article 273 cease 
on the expiry of ten years from the ccrnmencement of thP. Constitution. 

NOTE 1.-Assam ,vill receive, in addition, a grant- in-aid of R s. 40 lakhs under clause (a ) 
of the second proviso to article ·275(1) . 

NoTE 2.-Under Section 74 of the States Reorganisation Act, the States of Bomb~y, 
Kerala, .l\1adras and Mysore are entitled to receive during the three years ending 
31st 1\ifarch 1960 the sums by which a prescribed percentage of their share of 
divisible Central taxes may fall short of the average of the revenue gap grants 
guaranteed to the former Part B States of Saurashtra, Travancore-Cochin and 
Mysore, now merged in them. On the estimate of divisible Central taxes adopted 
by us, the sums due to Kerala and Madras will be marginal while Bombay and 
M ysore may receive sums of the order of Rs. 3½ crores and Rs. I crore 
respectively for all the three years. 

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

State 

Andhra Prad esh 
Assam 
Bihar 
Bombay 

• 

Kerala • 
Madhya Pradesh 
Madras 

. 
a '> 

~ 

. 
• 

• 

(Rupees in lakhs) 

Share of 
tax on 
railway 

fares 

I3J . ., 40 

l "JC' 

. . 241 . . 27 
123 
96 



'State 

Mysore 
Orissa 
Punjab 
Rajas than 
Uttar Pradesh 
West Bengal 

Total 

(Rupees in lakhs) 

s:,are of 
tax on 

railway 
fares 

66 
26 

I20 

100 

278 

94 

203. We cannot over-emphasise th,a paramount importance of 
States balancing their revenue budgets. We have framed our scheme 
of devolution so as to enable them to do 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 expend:ture. We earnestly trust that they will bear this in 
mind in shaping their financial policies. 
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APPENDIX t 

(See paragra.ph 2) 

CORRESPONDENCE WITH UNION AND S't'ATF. G · _ C 
ACCOUNTANTS GENERAL A • • -• OVERNMmms AND IV.IL 

- ND COMPTROLLERS, AND PRESS NOTE 
ISSUED BY THE COMMISSION. 

(1) :,~t:e; ~o. / SD~l: 5-~52156, dated t he 20th April 1956 from 
.
17 

i • • .ang~c ian., Officer on Special Duty, Ministry of 
Finance, to the Finance Secretaries ll p A S _ , , a , . art . . and Part B ta'tes. 

As vou know a new Financ c · · • • • ~ . ' - •• e omm1ss1on 1s being constituted. and 
v.rill be taking office on the 1st June 1956 A - n th 1 t · . - • r.us o e as occasion we 
feei ~hat_ it ~rill be an advantage if, in anticipation of the formal 
constitution of the Commission, we gave you some idea of the data 
which the Commission are likely to require in-connection with their 
work. I am writing this letter after informal consultation with the 
Chairman-designate and other Members of the Commission. It is 
not comprehensive and is only the first request for · information. 
Further requests will follO'w· as the Commission's work develops. 

2. This letter deals primarily with three matters on which the 
Commission will, in a_ny case, have to make recommendation to the 
President, viz., the allocation of income tax and other diyisible ·taxesj 
the amounts to· be paid as grants-in-aid under article 273 . of the 
Constitution, the determination of the States in n~e~ of _ assistance 
and the grants-in-aid _to be paid to them unc;ler article 275. There 
may be other matters which the President may refer to the Com­
mission. The State Governments will be addressed in due course for 
any material which the Commission may require to deal with these ' • 

specific issues, after they ·have received the formal reference from 
the President. 

3. As regards the .allocation ~nd distribution of income· tax, the 
• Commission will -take into a~count the . considerations ,vhich have 
influenced past settlements. It is, therefore, not necessary in such 
representations as the State 6-overnni-ents-may wish to 'make -to go 
into the past history in "-aq.y, great ·d.etaifr • • ·n tit _it -won ld_ -.:-assist :the 
Commission if each~State -~: ;.sends 'r up,,.;8 -~elf ~contain J' ~ .a;. R .1Jll1.' 

Putting forward its case for the _;:modification, -=if-any, sugge~ted in the 
Pt:esent basis. , 

' -. . . . ) .. .. 
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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 the:;e 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 amounts 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 have four subsidfo.ry s1:atements, Hyder"abad thrf:'P., 
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 adimniste·red 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 BUI. 

8. I shall be grateful if the memorandum and the statements asked 
fo~ in this letter are s~nt to the Secretary to the Comm•ssion by the 
1st of July 1956 with 7 spare copies. 

ff, If there is any point on which you .require clarificat,ion or furs 
·:.--l.- •• ,...+~ .......... -.ur.111...:i "lrn11 kinrllv ,vrite to me? 
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.forecast of Revenu.e and Expenditure. 

State. 

-----:-_ _________________ _..:(~Rupees in Iakhs) 

-------Jieads 

----------------
Total Revenue 

Expenditure met from 
Revenue, 

Total Expenditure 

Net 
Surplus 

D eficit 

1956-57 
Budget 

x959-60 

--------------- ------------------ - ---
N OTES 

1• Figures should be given by major heads of account. 

indic~t dAny modification in the forecast as given to the Planning Com mission should be 
e and explained briefly. 

► 

3• In the revenue estimates-

(a) the State' s share- of in come tax atJd divisible excises arc. :my grant :received 
under article 273 or 275 of the Constitution should b~ shown as nil; 

Cb) full details should be given of any other grant from th e Cent.re included in 
the estimate ; and 
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(c) any amount included for anticipated improvements in revenue or any allowance 
made for the abandonment. of any existing source of State revenue or 1he re~ 
duction in the yield should be explained in detail in supplementary_ u0tes, 
indicating the amount:; involved in e~ch year" 

4, A statement showing th1! recommendations of tl1e Taxaticn EI,qui1y COm­
mission which have been implemented, the resulting increase in :revenue, :and the estimat~ 
ed additional revenue if the remaining 'l:'econunendations are irnplem.ented, should be 
attached, 

5. In the expenditure estimates-

(aJ no allowance should be'.made for fresh expe.llditure on development but esti­
mates of such expenditure should be given in brackets below each major head 
for each year ; 

(b) if they include any special item of expenditure,· this should be indicated in 
explanatorr . 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 rernrring expenditu1e 
included in the forecast m~y be given year by year .1 :and 

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

6. Provision for debt services should be confined to interes1 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 am: expenditure 
of any area, which would be transferred from the existing State to a new State in accor~ 
dance with the provisions of the S!ates Reorganisation BiIJ. 

8. A statement should be appended showing year by year the total expenditure 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 concessiunal prices. 

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

I enclose a copy of a letter addressed to the Finance Secretaries 
of all Part A and Part B States asking for certain material to be 
furnished in connection w:th the work of the Finance Commission. 
I shall be grateful if in respect of your State you would also furnish 
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lnlonn •nw, m !ht lines ask,.·d for it, that l,·1.ter subject to sur.h­
(HUdJfic,t1:,ri,s as may 01: nece,,o.ry ari.,mg out of th,, prese11t positiu1, 
of your sr.,te as a (1.srt C Stal,:::', 

(3) N otc. dm,ed '.he '.,0th A pH! ; 956 .from Shri M V. Rcngaclur1, 
Ofji.c.::r :m Speriri f Duty, t.u, 1.h .. ~ G-overnme'nt oJ fnc!.ia, J\tlinistr:1 
,..,f f-: ·cn11ace (Bndqet Divtswn). 

Will the Budget Division kmdly arrange to collect the following. 
ro.aterfoJ for thP inf,ormRtion and use of the Fina.nee ComJnissi.on':' 

ial A foreea:;t Df the revenue and expenditure~ of tht: Central 
Governm,~r.1t. by .nujot heads i)f accmmt for the next five­
years m the form attached. 

(bl A statement showing for each of the five years ending 
1955-56 the grants made to the States from revenue with 
brie:f r10te-~ regarding t.he basis on which the grant was 
calculated and the purpose of the grant. (F'or purposes 
of th1s statement tb.e payment of the States' share of 
incornt~ tax .1nd Union excises shou1d not be treated as a­
granl.) 

(c) A statement showing the capital grants (but not loans), 
if any, m~d" to the States in the last five years and provid­
ed for in 1.he budget for the current year with explanations­
.'3,.:.; in (b) cihove. 

2, Seven copies ,.,f the mat.,nal aso.embled may be kept ready 
for transmission t.o tbe Cmnrnission by the end of June ] 956. 

Fore, ·ast ryf Revenue and Expenditure 

H.ead 



F'orecast of Revenue and Expenditure-concld. 

Head 1956-57 

.'Expenditure met from 
Revenue .. 

lotal Expenditure 

~.Net 
Surplus 

Deficit 

1959-60 

NOTES 

Figures should be given by major heads of account. 

(Rupees in lakhs) 

196o-6t 1961-62 

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, 

A statement gi~'ing a breakdown by articles of the provision made under Union excise 
duties must be attached. 

Brief explanations should be given of any large \'ariations in the revenue estimates 
,from year to 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 et:imates of expenditure from year to year 
should be briefly explained. 

Bod-: 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 in di cat'. on should be given in a separate statement 
of the magnitude of the expenditure in each of these five years, 

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

A state::nent should be added showing the recommendatiom of the Taxati('ln 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 annual in­
.crease in revenue that may be expected_ if the remaining recommendations are implemented. 



(4) Oe•:•.;,.o/!;c,-,, l?l::n No. OSD-l'i11 bfi, 0.,ited ~lUt.h Ap.,-,.1 t,,;,6 jrom,, 

Sr:.r · '/( \.; :1o_r1 r;achariJ Offic:er .:n1. .Spec'iai D·.rty 1 'vnr:~.;try of 

Ftn,:ri~•e, to ,;ii Civil Accountants General and Comptrollers. 
,,.,. \Ve ;--uP er)gageri in the collection •Jf pre1iminaTy data for the use--

of. t.hL-? y~Jrt:-Htt'?. Connnlssion \Vhich; as you may tiave st>e.n in the 
papers. w ,ll be hrmally constituted on 1st June l!l.'ifi_ The pattern­
of bor.-ruw1n~: by J-hc States from the c,~ntre in recent. years is one 
hkP.ly td inti,re:.;t tlu~ Commission and they WlJuld want. information, 
about the rate of interest and the term; of repayment of the loans 
taken [corn th,, Centre by the various States between 15th August 
Jg~'i and ;)l.st Mar\'h 18bti. [ shall be firatetul if yoll would kindly 

have a ~taternent prepared separately fur each year in the fona. 
enclosed with this ic-ttcr in respect of loans taken from the Centre 
by the State Guvernrf'.ent whose ac:ecn1J1t,;; are kept by you. These 
statements may be compiled and sent sf', as to reach us by 30th June 
l 956 at the latest 

2. If I.here is any point on w'hich yon require furtbcc clarification, 
will you kindly drop me a line? 

.... L,oans from the C•~ntraL Govern-m,ent wken between 15th August 

Purpose -Jf Loan 

1947 and :nst Mon,h 1956. 

State of -

Amount 
sanctioned 

Rate of 
.lnterest 

NOTES. 

(Rupees in lakhs) 

Date and Babnce on 
'.erms of 31st .\\arch Remarks 
repayment 1956 

A s<·para1e ~tatemcnt should be prepared for each year. 
z. The purpose of the loan should be brit:fly srn,ecl aufh as "for J1hkrn 't--'migar· 

"'for Tung:ihhadr:/'_, "for rehabilitation of displau':d pt'r"'('n'-" ·'fer Grc:~1 .J\/c•rr FcC'd'\. 
etc. 
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(5) Letter No. P-7U-V (Confidential), dated the 2nd May 1956 from 
Shri R. C. Joshi, Deputy Secretary to the Government of Bom­
bay, Finance Department, to the Officer 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 also separately for each 
-0f 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. It is difficult to split up the forecast regionwise even on 
the assumption that the present set up will continue since the 
accounts are not maintained according to districts. 

In the circumstances, I am to request for further clarification as , 
io 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 7th May 1956 from 
Shri B. B. Lal, I.C.S., • Finance Secretary to the Government of 
Uttar Pradesh, to the Officer on Special 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 Finance Commission and to seek 
-clarification on the following points:-

(a) Note 2 in the form enclosed with your letter suggests that 
if the forecast now to be given varies from that given to 
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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5 
not on a year to year basis but in 'two blocks one: 

_wa ·ng the aggregate estimates for the fir st two years 
, ),}toWl h h ., d the other for t e next t ree years. 

9-l'l 
he irnplicatiot\ of the w ord 'Development' occurring 

(b) (n note 5 (a) ibid is not clear. Will all Second Plan ex~ 
penditure be treated as fresh development expenditure 

80
d shown in brack~ts separately? If not, what precisely 

will be the categories of expenditure which is to be 
regarded as 'fresh expenditure on dev.elopment'? 

, ) As regards debt services, it is presumed that interest 
(C 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 publlc 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 undeci_ded and 

. unknown factor an:d will depend on the size of the capital · 
outlay during the perio~ . 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. I ·am to request that the ,points mentioned above may kindly 
be consider~d and cla;ified as early as poss.ible. 

(7) Letter No. OSD/188/56, dated the 15th May 19?6 from Shri 
lvl. v. Rangachari, Officer on Special Duty, Ministry of Finance, 
to the Finance Secretary to the Government of Bombay, (copy 
with a copy ~f the letter replied to forwarded to the Finance 

,. Secretaries 0 ·f Madhya Pradesh, Hyderabad, Madras and Tra-

vancore-Cochin)_. 
I am directed to refer to Shri Joshi's confidential ~etter No. P-70-

V (Confidential) -, dated the 2nd May 1956 and to state that for 
, Purposes of the Commission it would suffice i'f any forecast prepared 
by the State Government for · the States Reorganisation Commission 
on th; existing pattern of taxation and administration for the various 
areas which are being transferred to other States or constituted inte 
new 'states, i~ supplied to them . • If no such forecast was prepared 
but past _actuals for these areas were collected in consultation with 
the Accountant General, these actuals may be supplied. 
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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 Ill! other Part A and Part B States). ~ 

I am directed to refer. to your letter No. P-709/X-FC-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. 

(c) 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 

·"th~ 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.l-B/56, dated 7th 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. 
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:J Witb reference t" the two terms of re.ferenee not covered by 

the data asked for m our letter dated 20th April 1956, namely1 the 
d:stributinn of the n1::~t µnweed1: of the ~statf-' duty on prnp,,,r.ty other 
th<in agric1_tltural land 1 -and the review of thf: tP(.tu:-. o.f the loans 

taken by the State Govcnunent from the Centre between 15tb 
August 194'/ and 31st March 1956, I shall be glad if you kindly 
send selfcontained mt•moranda setting out the views of the Stale 
Governmen! on thesr rrw ttersc 

4. At their meeting earlier this week, the Cornm:ssion consiclered 
the subsidiary points on which information should be obtained frorn 
the State Governments. I enclose a statement of these points and 
J shall be glad if you krndly arrange to send a memorandum 
:m each of therr1 separately f<,r submission to the Comrniss10n ln 
compiling this memorandum the figurt~s of receipts or expenditure 
pertaining to the years 1955~56 and 1956-57 may be based on the. 
rLvised and bt1dget estimate,. respecl.tvdy of these years. For 
States likely to be affected by the impending reorgan"sation, separate 
figures n1ay be glv::!n ·wherever- possiblP in subsidiary statement,:; fm 
the areas likely to be transferred from the State, as at 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 th~ Commission's 
ofl\ce on or before 10th August 1956. • ',; 

LIST OF SUBSIDIARY POINTS 

1. Rates of the principal taxes (agricultural ir1eome tax, starnps, 
motor vehicles, entertainment tax, electricity duty) general salPs tax 
and other taxes and duties) ,,., 1951-52 and the changes therein from 

1952-53 to 1956-57. 

2. Basis and rates of land revenue asssessment (includmg 
surcharge, special rates, etc .. ) :n 1951-5~, and changes during the 
per;od i952-53 to 1956-57. 

3. Excise revenue in 1951-5~) the changes then-'iD and the results 
of prohit>ition during 1952-53 :o 195L-57, and the fotrlT"P plans nf the 
State Governn1ents in rega:.--d to prohibition, 

4. Amount of food subsidies from S~ate revenue dudng each 

of t~ie flye year.s frorn 19S~-53 lo 19S6-;JJ. 



5. Receipts, payments and balances 'n the S'.ate- Road Fund and 
the Famine Relief Fund, if any, for each of the year 1952-53 to 
1956-57. 

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

'l, Revenue (indicating separately grants from Government) of 
local bodies and e:cpenditure incurred by them on roads, education, 
medical and health serv~ces in the last three years .for which actuaJs 
are available. 

8. Mileage of n.1tional highways and A, B and C class roads on 
1st April 1943, 1st April 1952 and 1st April 1956. 

9. Strength of establishment under PoHce (with separate figures 
for border poLce where such police is maintained separately), 
General Administration, .rus'.ice and Jails on !st April 1948, 1st 
April 1952 and 1st April 1956. 

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

11. Number of hospitals and dispensaries, total number of heds, 
nurses, doctors and midwives, rural and urban separately1 on 1st 
April 1948, 1st April 1952 and 1st April 1956. 

12. The nature of economy measure,;, if any, carried out by the 
State Government in the years 1952-53 to J 955-56 inclusive and their 
results. 

13. Programme of agrarian reforms in the State, their effect on 
revenue and ex,:,enditure during 1954-5:i as compared with 194 7 48 
and their probable effe,cts during the period 1957-58 to 1961-62. 

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 tl-e years J 952·53 to 1956-57. 

15. Grow More Food_ Schernes-1952-53 to 1956-57. Give for each 
year particulars of Ii) gross expenditure, (ii) loans and (iii) grants 
received from the C<>ntre. Also give estimated increase in food pro· 
duction over this period. 

16, Position of. taccavi and land imprc.vement loans-advances, 
recoveries and remissions and write-offs during each of the five years 



upto and inclusive of 1955-56 and total outstandings and o,·cerdue 

.arrears at the end of each of these years. 

17. RcvisJons. of pay c1r1d allo,;vance~ of S.ate ernpl.oyees tn t•ach 
.of t~1e last Ii\'e year·,-; alld the <.'.CH1sPquent incrensc in expenditur,·. 

lG. Gr1Jss expr~rLdi1urc on Co.mrnunity ProJects and N,:1-t.lOU<:Ji 

Exte;1sion Sr~rvice schemes and the an10Ltllt of grants-in-aid at1.d 
Joans sepc;ratcly fr1.11n the Centi-c dw·ing each of the years 1952-5:J t,; 

1956-5 7. 

19. J:.Jowalls of :·nergy generated in 1948, 1952 and 1956 by ( i) 

Stak u~·1dcrL:1kings (excludi::"'tg purchase~ from Lhc Damodar \'~-1th,> 
Corpor2tiun in the C3.Sf' of \\'est Bengal and Bihar) and (i1) pri\·att-_, 
undc:rtakings. 

20. Gr;,ss expenditure on handloom, small scale industries, hand1-
•crafts, sei·iculture and khaC1 and village industr:es in each of th~­
years frorn 1952--53 to 1956-,57 and a.,;;.sL.:;tance fron1 the Centre by way 
of (i) ioans and (ii) grants, 

21. Particulars of the a1nounts received frorn bodies like the 
Indian Council of Agricultural Research, Indian Cotton Con1m,ttee, 
Indian Jute Committee, ek, during 1953-54, 1954-55 and 1955-56, the 
purpoies for which they were received, the expenditure incurrc~d 
against these grants and whether any matching expenditun' 
v.1as incurred frorr1 State re,·enues. If latter, figures of such expen­
diture may be g~ven 

22. Particulars of the ce<::-ses levied by the State, their purposes, 
the total proceeds of each cess, the arnounts, if any, thereof trans­
ferred to local bodies or spent directly by the State Government 
during 1953-54, 1954-55 and 1955-56. 

23. Nev: State er.terpriscs established, or addition to and expansion 
()f existing enterpnses, dur.ng 1952-53 to 1956-57 and those proposed 
to be established during 1957-58 to 196 1-62. (Only schemes costing 
Rs. 10 lakhs and over need be g1 ven) 

24. Debt position of the State show1n!:- the total ou1.-.vr1nd1rw i~t'b 
to the }'ubLL and the Cer1"i.re on 1st P._p; ~1 .1~~2: anci 1st. .h.pnl 19:J·, and 
the interest-yield.ng assets held against such debt (see for illustra­
tion the sta,ement at pag.,s 89 Jnd 90 o: the Explanatory Memoran­
dum on the Central Badget for i95G-57). 



(10) Demi-official letter No. FC.1-B/56, dated the 29th June 1956 
from Shri H. B. Bhar, Secretary to the Finance Commissi.on, 
to the Fi-nance Secretaries of a./l Part A and Part B States 
( except Bihar). 

W;Jl you kindly 
OSD-135-152/56, dated 

refer• to Shri 
the 20th April 

Rangachari's letter No. 
1956, where,in the State 

Government was requested, inter alia, to submit an annual forecast 

r. D.O. No. 41/SF/55, dated 
IIth January, 1955 from 
Shri M. V, Rangnchari, 
Secretary to the Govern­
ment of India, Mini try 
of Fin:mce. 

2. D.0. No. r (rq)-BI!/55, 
dated nth December 
1955, from Shn H. M. 
P.1tel, Secretary to the 
Government of India, 
Mini try of Fin:mce. 

3. D.O. No. F. r (ro.4)-Blf 
/55, d;.:,ied 13th October, 
r95~, from Shri H, M. • 
Patel, Secretary to the 
Government of India, 
Ministry of Finance. 

of revenue and expenditure from 1956-57 to 
1961-62? In the letters indicated in the 
margin suggestions for reclassification of 
certain expenditure from revenue to capital 
were made to :he State Government. We 
understand that your State Government has 
accepted all or most of these suggestions and 
has also given effect to them in the budget 
estimates of th,, current year. I would be 
grateful if, whi:,e submitting the forecast of 
revenue and expenditure, an indication is 
given of the amounts for 1956-57, under the 
individual major heads of expenditure, 
which on account of the reclassifications have 
been transferred from revenue to capital. In 

case any or some of the sugg.,stions 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 1956, from 
Shri R B. Lal, l.C.S., Finance Secretary to the Government of 
Uttar Pradesh, to the Secretary, Finance Commission. 

I am d'recte<l to refer to S-hr: Rangachari's letter No. OSD-189/56, 
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 g1ven to the Finance Commission for the per'od 
1958-61 would not be easy to expla'n. The forecast for the Planning 
Commission was prepared about two years ago, while the figures 
being collected for t!-:e Vinance Commission have taken the budget 

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

to be responsible for a difference 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 to year basis except in a purely hypothetical 
manner, \Vhile, therefore, 't may he useful to explain the important 

van,,tions from year to year in the forecast for tha Finance Commis­
sio!l itself, perhaps a comparison of the forecast prepared for the 
Planning Commission with that prepared for the Finance Commis­
sion for a t'ew over~apping years may not be very helpful. In view 
of these consideration,, 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 exr•!ained. 

{12) b:otc :\'o. 13(2)--B/56, dated the 18,h July 1956 from Shri H.B. 
Bhar, Secretary to the Finance Commissien) to the Government 
of Indio, l\1in;stry of F'i,wnce, 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 a\vare that the Finance Commission are 
require:l to recommend the prmc·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, tJ1e 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 
India will have to deal with the practical problems involved 'n 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 wh'ch, in its opinion, may be adopted for this purpose .. 

(13) Letter No. FC. 1 (4)-B/56, dated the 25th July 1956 from Shr1 
H. B. Bhar, Secretary to the Finance Commission, 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 the other Part A and Part B States, Ajmer, Bhopal, Coorg, 

Kutch and Vindhya Pradesh). 

I am to invite a reference to your letter No. F--1056/X ••'C-1/56--57 
dated 9th July 1956 and to ~tate that if, on accoc1 1: 01 llle t1me-~ag 

l,etween the prepar~tion of the forecasts ±or the Planmng Commis­
·s'.on and for the Finance Corn!"nission, there is likel~· to be any fairl,v 
~mhsi8ntia~ differences between the two foreca~ts, this should be suit-
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not be possible to compare the annual forecasts for the Finance Com-­
mission with those sub1nitted to th~ Planning Comm ·.ssion on account 
of the latter having al'.ered lh,, figures on a total five-year basis. Ir, 
view of this, the provisions under. the individual heads in the 1956-57 
budget estimates :;hould be deducted • from the totals, of the five 
year reriod from 1956-57 to 1)60-61, agreed to w:th 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 Uie 24th May .1957 from Shri. 
H. ~- Bhar, Secretary, Finance Commission, to the F,nance Sec­
retaries of all State Governments. 

I am directed to enclose, for the information of the State Govern--., X 

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 acldit·.onal duty of excise on textiles, tobacco and 
sugar, the Commission would like to have the following informa­
tion:-

(a) The rate at which the taxes are now levied on these com­
mod;ties 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 final'lcial years from such taxes on each 
commodity and the basis on which the figures of revenu~ 
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 informnt.i0n ,egarding collection and con­
sumption for the States ·affected by reorganisation, th~ 
figures up1o 31st October 1956 may be worked out for the 

t,i;· former States and distributed en a population basis :omong­
the successor State3. 

(d) The total receipts from sales taxes including sales tax on 
motor spirit and tobacco tax, iJ' any. 
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3. The Commission would like to have the suggest,ons of the 
State Government in regard to the principles of distribution of th2 

net proceeds of this additional duty. 
4. In n•gard to the set•ond reference, narnely, the pdneiples of the 

dii;tribution of the net proceeds of the proposed tax on Railway fares, 
tlw Commission wOL1ld like to have the suggestions of the State 
Go1:ernrncnt 

5. It i•; requested that the material asked for in this letter may 

he sen, to n·ach the Cornm1ssion's office by th,, 30th of June 1957 at 
the latest 

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

I am directed to state that the President has been pleased to 
requested the F.nance Commission to make recommendations to him 
as to the principles which should govern the distribution, under 
article 269 of the Constitution, of the net proceeds of the tax on 
railway fares proposed le be levied by the Railway Passengers F'ar2 
Bill 1957. [n this connection the Commiss10n would l.ke lo have the 
following information: -

(I) the route mileage (separately for broad, metre and narrow 
gauges) of each zone and the distribution of such mileage 
arr10ng the present States covered by the zone; 

(2) the passenger earnings gauge-wise for each ra'lway zone 
in the three years end:ng 1956-57, a11d 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 ,n each zone distributed amongst the 
existing States for those three years. 

The Commission would ,vclcom'.? any suggestions vvhich the Rail­
v:ay Board might n1ake for the distribu1i(1n of tht: proceeds of thr 

tax. 

V,/c would be grmeful if the required material is sent to us as 
early as possible and preferably w:thin a fortnight. The Commission 
·would a1so like to med an of; cial of the Raih\·ay Ministry 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) the d.stribution of the net proceeds o( income tax between 
the Union and the States and the allocation of the States' 
share among the States; 

(ii) the distribution of other di'vi:;ible Central taxes like Union 
excise duties; 

(iii) 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; 

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

(v) the States which are in need of assistance by way of 
gran'.s-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; 

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

(vii) the modifications, if any, in the rates of interest and the 
terms of repayment of the loans made to the \<arious 
States by the Government of India between 15th August 
1947 and :31st March 1956. 

2. At present 55 per cent of the divisibie net proceeds of income 
:ax (other than corporation tax) is assi1~ned to the States and dis­
.ril:tuted among them in the following percentage ratios: 

State Percentage 

Andhra 5·49 

Assam 2'25 

Bihar 9·75 

Bombay 17•50 

Hyde,rabad 4•50 

Madhya Bharat f •75 

Madhy Pradesh ) •25 

Madras 9·56 
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shares of the s·a~es have to be refixed as a result of the 
fhe . . t' d ding reorgamsa 10n an new percentages recommended for the 
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Th~ share to be retained by the Centre also · has to be determined. 

The present allocation -is broadly worked out on the basis of 80 
er ce:it by population and 20 per cent by collection. 

The basis of distribution of income tax has always been a matter 
f controversy. Various bases have been suggested for allocating 

come tax : 
(i) collection of income tax in the various States; 

(ii) amount of income tax realised in respect of income, 
wherever earned, of individuals resident in the different 

States; 
(iii) collection of income tax in the various States adjusted 

with reference to the origin of the income; 

(iv) relative population of each ·State; 

(v} relative volume of industrial labour in each State; 

(vi) needs of the different States according to various crit~ria; 

and 

(vii) different combinations of the above factors. 
~ . 

t Three Union duties of excise, namely, those on matches, 
tco and vegetable products, are now divisible between the Centre 

the States, and 40 per cent of the net proceeds are rlistributed 
~ong the States on the basis of population. The quantum, of the 
ices t b • , 
ad 

O e transferred to the States the excises to be continued or 
e d' . . ' • 

y the 1~1sible and the basis of distribution all fall to be considered 
~ornmission. 

4. ""h fi . • J. e . - • • rn rst Finance Commission recommended that grants-m-a1J 
s. 75 lakh - • kh O • d s each to Assam and Bihar> Rs. 15 la s to r1ssa, an 
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Rs. 150 lakhs to West Bengal be pa:d 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 
certain principles to govern the payment of grants-in-a;d to the States 
~hich they themselves had _appLed 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, 
Orissa, 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 Commi.ssion. This Comm~ssion .wiII re-examine the 
financial position of all the States and make recommendations to the 
President regarding the States .n need of assistance and the sums to· 
be prescribed as gran:s-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:cl, 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 grants-in-aid for the expansion of primary 
educa 'ion. The Commission will assess the results achieved by the· 
specific grants g·.ven t0 these States. 

7. The net proceeds of the estate duty on property other than 
agricultural land is now being provisionally distribu 'ed among the· 
States in the same way as the States' share of the net proceeds uf 
taxes on income other than the corporation tax. In other words, it is. 
being d;stributed by the pc,rcentage ratios fix,ed for the States for • 
income tal' except that the Centre does not retain any portion of the 
receipts exce1,, t those attributable to Part C States. A more 
permar.ent basis of distribu!ion has to be formulated by law of 
Parliament. An important issue, in this connection, would be 
"vhPtl1Pr thP -dutv shnuld be distributed on t.h~ basis uf percentage-
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ratioS: whe:her ~~ri_,'.·ed _at o~ ~he bas:s of the perce~tage r1tios ~t·e~­
'bed for the d.:::;tnbut10n of mcome ta:{ or otherwJse, or the d1stn-

cri d • th b • t ution shoul be on e as1s Ot assessments, location of the property 
b d residence of assessee, e~c. 
ta:<e ' 

B. Central loans have been gtven to the States for a variety 0f 
urposes ranging from the construcLon of big irrigation and multi-:­

p urpose projects to the cons~ruction of minor irrigation works, grow­
re-food schemes, famine works, rehabilitation of displaced persons. a . # 

etc. Some of them have also been given loans to cover budgetary 
deficits. The rates of . interest and terms of repayment of these 
Joans vary for different categories_ of lqans. These will be rev~ewed 

d any changes necessary in the interests of sound finan~e indicated. 

9. The Finance Commission would welcome the views of those 
ho a~e interested in and have made a study of these · questions .. 
hey would be glad .if such_ views could be embodied in a self­
ontained memorandum and sent to the Secretary, Finance Commis­
ion, to reach him on or before 30th November' 1956. 



APPENDIX II 

(See paragraph 4) 

THE FINANCE COMMISSION (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 member., 
of the Finance Commiss:on and the manner in which they shall be 

.selected, and to prescr.ibe their powers. 

BE it enacted by Parliament as follows:-

!. Short tit!e.-This Act may be called the Finance Comm:ssion 
(Miscellaneous Provisions) Act, 1951 (Act XXXIII of 1951). 

2. Definition.-ln th:s Act, "the Commission" means the Finance 
Commission constituted by the President pursuant to clause (1) .)£ 

article 280 of the Constitution. 

3. Qualifications for appointment as, and the manner of selection 
of, members of the Commission.-The Chairman of the Commiss:on 
<lhall be selected from among persons who have had experience in 
public affairs, and the four other membeTS shall be selected fro101. 
among persons who 

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

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

( c) have had wide experience in financial matters and in ad­
ministration; 0r 

(d) have special knowledge of economics . 

. {. Personal interest to disqu.alify members.-Before appointing a '• 
'Person to be a member of tile Commission, the President shall sat:sfy 
himself that that pers@n will have no such financial or other interest 
as is likely to affect prejudicially his functions as a member of the 
Co,mmission; and the President shall al~o satisfy h:mself from time 
to time with respect to every member of the Commission that he has 

,no 
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t,1cb interest and any person who is, Of whom Le :?resir!en L '1 v-
l1o s appoint to be a member of the r.<)"',m:55: h ll . • • es to . • u . 1Jn ·, a , Nn'•r ?V?1.· 
poS , d by the Pres1dent so to do, furnish to h ·1. , . . • .. . , . ai11re . . .1 ~ur. . 1. " ), r. .rlon 
re. president considers necessary for the perfor . • . . , . ~ t· tbe mane~ 1, n1. .1 o 
as t· 5 under this section. •• 
. dt1 .1e 
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5
_ pisqualificati_ons f~1• being a ~,ember of the Commission.-A 

son shall be d1squahfied for bemg appointed as, or for heing a 
perb of the Commission-
eJJJ er . 

(a) if he is of unsound mind; 

(b) if he is an undischarged insolvent; 

(c) if he has been convicted of an offence involving moral 
turpitude; and 

(d) if he has such financial or other interest as is likely to 

affect prejudicially his functions as a member of the Com­
mission. 

··&: .Terms of office of membe1~s and eligibility for re-appointment.­
very member of the Commission shall hold office for such period 

5 may be provided for in the order of the President appointing himr 
ut shall be eligible for re-appointment: 

Provided that he may, by letter addressed to the President, resign. 
·s office. 

7. Conditions of service and salaries and allowances of members.­
he members of the Commission shall render whole time or part: 
·me service to the Commission as the President may in each case· 
oecify and there shall be paid to the members of the Commission 
ch fees or salaries and such allowances as the Central Government: 
ay, by rules made in this be.half, determine. 

8. Procedure and powers of the Commission.-- (1) The Commis-
·on shall determine their procedure and in the performance of their 
unctions shall have all the powers of a civil cour t under the Code· 
f Civil Procedure

1 
1908 (Act V of 1908) while trying a suit in respect 

f the follGwing matters, namely:--

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

(b) requ:ring the production of any document; and 

' (c) requisitioning any public record fr~m any court or office . 

. Ur (~) The Commission shall have power to require any person to, 
/

1
s~ information ori such points or matters as in the opinion of the­

tnrn1 • 
► s~ion may be useful for, or relevant to, any matter under the 
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cons:deratwn of th€ 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 mean:ng of section 176 of the Indian Penil 
Code. 

(3) The Commission sh«II be deemed to be a civil court for the 
purposes of sections 480 and 482 of the Code of Criminal Procedure, 
1898 (Act V of 1898). 

Explanation.-For the purposes of enforcing the attendance of 
w:tnesses, the local limits of the Commission's jurisdiction shall be 
!he limits of the territory of India. 
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(SP.e pHragraph 5) 

RULES OF PROCEDURE OF THE FINANCE Co1 irMJSSION . 

. formal meetings of the Commission shall be held as and when 
1
• "f' ' for hearing evidence or for meeting representatives of the ecesSa J . 

ntral and State Governments and other public bodies. The time 
ed place of such meetings shall be fixed by the Chairman aft.er 
certain.ng the convenience of the other members. 

,J Internal meetings of the Commission shall be informal. ..,, . 

3. All meetings of the Commission shall be held in private session. 

4. Meetings shall ordinarily be so arranged that all the members 
re present But if for any unavoidable reason any -mtmber is un­
le to be present, a formal meeting ma_y still bf; held if at least four 
embers, including . the Chairman, are present and an informal 
eeting if three members, including the Chairman, are present. 

5. The Secretary of the Commission and such other oJicers, as tht! 
hairman may, after consulting the members, direct shall be present 
t the meetings of the Commission. 

6. No record shall be kept of the proceedings of the informal 
eetings of the Commission. . But if any decision is taken at such a 
eeting, a record of the decisions shall be'· p:t:.,~pared by the Secretary 
nd circulated to the memn·ers of the Commission after appr oval by 
e Chairman. 

7• No verbatim record of the proceedings of the formal meeting• 
~ the Commission shall ordinarily be kept, but the Commission ma) 
ir-ect that such a record be kept of the proceedings of any par ticular 
eeting or meetings. When no verbatim record is kept a summary 

of the proceedings of the meeting shall be prepared by the Secretary 
~s soon as possible and, after verification as provided in the succeed-
I g rule> it shall be circulated to the members of the Commission in­
Uding a.ny member who may have been absent from such meeting., 
8
• Summaries of proceedings of meetings with representatives of 

w:: tral and State Governments shall be agreed by the Secretary 
t 1 a ~enior officer nominated by that Government and at lending 

111 
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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 furnished 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, shai'I be in overall charge of the office of the Com­
mission and shall be responsible. to the Commission for its proper 
workin£. 

11. All cr,,mmunications from the Comm:ssion, other than a formal 
report, shall be signed by thi, Secretary or by an officer authorised 
hv the Commission to sign on his behalf; but no communication our­
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 sc bmit to the Commission all communi­
cations or proposals relating to the terms and conditions of service 

• of the members of the Commission 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 hi1,;i any pub!' cation, reports, statistics or 
other material reCJ.uired in connection with the work of the Com­
m:ssion. All such material shall be obtained by the Secretary as 
quickly as possible and shaJI be circulated to all the members of 
the Commission for their information. 

15. All appointments to gazetted posts of the Commission s1,qll 
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. 'ncluding siaff obtained 
on transfer from _other Governments or Gm:en11nE:'.'l~. c';epartr.1en~s 
shall be made by the Secretary in accordance with such ;ener:, 
directions as may be given by the Chairma;:. 



17. All appointments of Class IV officers shalJ be made by the 
f;ecrefo.ry. 

18 The provisions of rules 15. 16 and 17 shall be subject to the 
condition that in respect o_f appointments of the persona1 staff ol 
the members of the Commission the member concerned sbould be 
consulted. 

19. The Secretary may grant leave, whether regular or casual, to 
any member nf the staff of the C'ommiss10n but he shall take the 
orders of the Chairman before granting any regular leave tu n 
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 for 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 hm·e to submit a report to 1.he President 
shall be treated as confidential and no part of such communications 
shall be communicated to any outside authority except with the 
approval of the Chairman. 
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(See paragraph 5) 

OHGANISATI0NS AND INDIVIDUALS WHO SUBMITTED .MEMORANDA AND WHO 

APPEARED BE·FORE·.THE COMMISSIOJS AND GAVE ORAL EVIDENCE. 

(1) ORGANISATIONS WHICH SUBMITTED MEMORANDA TO THE COMMISSION. 

1. Assam- Chamber of Commerce, Shillong. 

2. Assam Federated Chamber of Commerce, Gauhati. 

3. Indian Chamber of Commerce, Calcutta. 

4. Bharat Chamber of Commerce, Calcutta. 

5. Hindustan Chamber of Commerce, Madras, 

6. Southern India Chamber of Commerce, Madras. 

7. Bihar Chamber of Commerce, Patna. 

8. Bihar Pradesh Congress Committee, Patna. 

9. Rajasthan Chamber of Commerce & Industry, Jaipur. 

10. Indian Chamber of Commerce, Mattancheri. 

11. Orissa Chamber of Commerce & Industry, Cuttack. 

12, West Coast Industrialists Association, Kozhikode. 

13. Gujarat Vepari Mahamandal, Ahmedabad. 

14. Mahratta Chamber of Commerce & Industry, Poona. 

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

16. Gokhale Institqte of Public Affairs, Bangalore. 

17. Indian Merchants' Chamber, Bombay. 
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{2) INDIVIDUALS WHO 'SUBMITTED MEMORANDA TO THE COMMISSION. 

1. Shri Vavilala Gopalakrishnayya, ML.A (Andhra Pradesh), 
:Sattenapalli. 

2. Shri B. H . .lVJunje, Head of the Department of Studies in 

Economics, Nagpur University, Nagpur. 

3. Shri Am arty a Kumar Sen, Professor of Economics, J adavpur 
University, Calcutta. 

4. Shri K. V. Subrahmanya Sastri, Lec:urer in the Department of 

Economics, Andhra University, Waltair. 

5. Dr. Sadasiv Misra, Professor of Economics, Ravenshaw College, 
,cuttack. 

6. Shri K. S. Venkataraman, Fac_lllty 01 Commerce, Maharaja 
·sayajirao University, Baroda. 

7. Shri D. Jha, Head of the Department of Economics, Bihar 
University, Patna 

8. Shri S. Thirukkaivel, Deputy Tehsildar. Pera111balllf, Madras .. 

9. Professor S. Kesava Iyengar, Retired Economic Adviser, Hyder­
.abad Government and Director, the Indian InstitutP 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, Calcutta. 

13. Shri L. S. Yenkajirao, ML.A (Mysore), Treasurer, Mysore 
iRegional 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. Param<>swaran Pillia, for,ner ChieJ :,.;~c•Ptary, 
Travancore-Cochin, '111viu.Jrum. 

17. Shri Panampilli G<lvinda Menon, former Chief Minister, 
Travancore-Cochin, Trivandrum and Shri A P. Udayabhanu, 
General Secretary, Kerala Pradesh Congress Commit\ee, Trivandrum. 
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(3) ORGANISATIONS WHOSE !UlPRESBNTATIVJ!S APPEARED EEFO!Ul THl! COM­

MISSION A..'ID GAVE ORAL EVIDENCE. 

Organisations 

r. Assam Federated Chamber of Commerce, 
Gauhati. 

2. Indian Chamber of Commerce, Calcutta. 

3. Bihar Chamber of Commerce, Patna. 

4. Bihar Pradesh Congress Committee, 
Patna. 

5. Rajasthan Chamber of Commerce and 
Industry, Jaipur. 

6. Hindustan Chamber of Commerce, Mad­
ras. 

7. Southern India Chamber of Commerce, 
Madras. 

8. Gokhale Institute of Public Affairs, Banga­
lore. 

Date of meeting-

25th October 1956. 

3rd November 1956 .. 

14th December 1956_ 

14th December 1956 .. 

13th January 1957 .. 

21st March r957. 

21st March 1957. 

2nd May 1957 



(4) INDIVIDUALS WHO APPEARED 8EFORf THE COMMISSION AND 6AVl ORAL 

EVIDENCE. 

Nam, Date of meeting 

1 Professor Kishen Chand, M.P., Hyderabad. r3the February 1957. 

2. Shri Ahmed .Mohiuddin, M.P.; Hyderabad. Do. 

3. Shri H. C He_da, M.P., Hyderabad. Do. 

4. Shri Akbar Ali Khan, .M. P., Hyderabad. Do. 

5, Shri Vavilala Gopalakrishnayya, .M. L. A. 
(Andhra Pradesh), Hyderabad. 

6. Shri S. Kesava Iyengar, Director of the 
Indian Institute of Economics, Hydera­
bad. 

7. Shri S. Srinivasa Iyengar, former M.L.A. 
(Mysore), Bangalore. 

8. Shri H. C. Dasappa, M. P.. (Former 
Finance J\.1inister, l\1ysore), Bangalore. 

Do. 

14th February 1957. 

1st Ma:, c957. 

Do. 

9. Shri L. S. Venkaji Rao, M.L.A. (Mysore), Do. 

IO. 

II. 

12• 

13. 

Bangalore. 
I 

Shri P. Kodanda Rao of the Servants of 
India Society, Bangalore. 

Shri G. Pararneswaran Pillai (Former 
Chief Secretary, Travancore-Cochin), 
Trivandrum. 

Dr. P. J. Thomas, Member, Rajya Sabha 

Shri P. Govinda Menon (Former Chief' 
Minister, Travancore-Cochin), Tri­
vandrum. 

Shri A. P. Udayabhanu, Generai Secre­
tary, Kera! Pradesh Congress Com­
mittee, Triavandrum. 

2nd May 1957, 

27th June 1957. 

Do. 

Do. 
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APPE:~DIX V 

(See paragraph 7) 

PRESS CONFERE~CES HELD BY TIIE C0),1.~•,IISSIC ;l 

Station'] Dau 

New Delhi 6th June 1956 

Shillong 25th Octoi:er r956 

Calcutta 3rd November r956 

' Bhubaneswar 7th November r956 
·,. 

Lucknow • 6th December r956 

Patna r5th December 1956 

Jaipur 13th January 1957 

Hyderabad 14th February 1957. 

}.fadras 21st March 1957 

Chandigarh 1st April r957 

Bhopal nth April 1957 

Bombay 18th April 1957 

Bangalore 2nd M.ay 1957 

Srinagar nth JtL'le 1937 

Ttivandrum 27th June 19;7 
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APPENDIX VI 

CORRFSPONOENCE REGARDJNG fNTERPRf;TATION Of 1\Kl'll:Lr'. 2'/~ OF THE'. 

CoNSTITUTto;-;. 

(!) Letter No, FC.5 (6)-A/56, da.te<1 thr i:!th .July 195/i from Sim 

H. B. Bhar, Secretary, F'inanc, Commission, to the Secreta.ry 

to tiie President of India 

In the terms of reference to tht~ F'inance Cornmisslon as not iiled 
by the order of the President dated Lst June 1956, it would seem that 
only the grants under the main part of a1ticlc; 275(1) are included 
The Commission is tentatively of the opinion that clause (2) o[ article 
275 covers not only the, substantivr part of clause (J), but alsc- the 
t,vo provisos appended to it 

2, [f the above interprctat:on b_) the Curnrn ·ssion 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 twc pro1·isos tc, 
clause (l) of that article, it ts reqc.ested Uiat tlw Ptt•::;' -:r:-.rit n::wy be 
pleased to issue necessary orders tc enable tht: Comrws:-,1011 to make 
recommendations regarding the grants under the pre,\:i:s1Js tc art1cli_:-. 

275(1). 

(2) Letter No. F.15 (7)-B/56, dated the 16117th October 1956, from 
Sfui H. M, Patel, Secretary to the GovernmPnt of India, Mi,n'i,'{try 

of Finance, to the SecretaryJ F'inance CouimissionJ Nnu D ··i/u 

I am directed to refer to your letter to tr1e Secretary l.o thE 
President, No. FC.5 (6)-A/56, dated the 13th July 1956 regarding 
the terms of reference to the Finance Cornm:ssion as noUfted by the 
Order of 1he President dated the ls1 June 1956 and to say that the 
presumption of the Commission that clause 4 (b) of the Order has 
reference only to the substantive part of clause (1) of article 2?c 
of the Constitution is correci.. As regards the question whether 
dause (2) of article 275 covers, nc-t. only the .substantive part of 
clause (1), but also the two provisos appendPd tG it, H,e I'res'ickt,I. is 

advised as foilows. 

119 



129 

3. The duty of the Commission to make recommendations to the 
President is in respect of grants-in-aid a.s 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 provisos, nor about 
the President makir.g order in respect thereof. Consequently the 
power of the Commission 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 
to 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 article 
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 Finanee Commission 
into the picture. 

4. The President, therefore, considers that no order need lie issued 
asking for the Commission's recommendations regarding the grants 
1:nder the provisos to article 275 ( 1). 



APPENDJX VII 

(See panJg.raph 9 _I 

l~TFR.Uvi HEPORT oF T':-lE CoI-./iM1ss10~. 

By Lhe order of the President. S.ft<1. 1285 dated June 1, l!l56 ·.ve 
!rnve been constituted 1-s the F'inunce Commission; the second such 

Commission to be set up under article 280 of the Constitution. We 
a~~11m1!d ufflCe on the -forenoon of the san1e day 

'.2 VV e~ ,'-tre now only in the prelnnrnary stages uf our study of the 
rncdt~d81 available to u~;. M.any Slates, particu]arly the re-organised 
States, have y1__•~ Lo send us the menwranda and the statistical data 
vve have ('alled foL \Ve have hc.id di~_-;cussions ouly 1,,vith the Govern­
ments of the St;::it.es of Assam, 1NPSt. Bengal and Orissa. ft is only 
;-:i_fter we have receivPd cu1d considPn"d all the rne.rnoranda rtnd state-• 
rnents Hnd the discussions with the other State (iovernments have 

been cor>1pleled, that WP shall be in a position to forrnulate our final 
.,. recornm.endations. As these wiJJ not be available tn time for the 

fran1ing of the budgets l"or the eorninf{ year by thP Central and S1.ate 
Governrr1ents, we (:onsider it desirable to make interim recommenda<• 
::ions on the basis of which bud.gets can be framed and prmds.ionaJ 
payments may be made. 

3 We recommend that the de, . .-i:sror1s taken by I.he Governn1ent of 
f.nd1a on uur final report sholllLl i:;e giv(:n effect to frorn the lst.AprjJ 
1D57, ;::ind ;.tll payrnent..s rnade on the basis of thjs. report readjusted 
rtgainst the final payments. YVc wish tu make it clear that tht:> 
nLerirn rC'commendations should n()t be taken as ,giving any incl1ca•­

tion of the vie\VS of the Commis~;ior1. 'vVe are engagf_•d in a reassess­
ment of ! he financial p•lsition of the Cent.ra.l ~nd !JJP State Gov<'fn~ 
me:nts and our final decisions ,.vill depend upon this reassPssment. 
rhe mt,:>rim rec1·mmendations shciuJd not, thereforP, be considered as 
:n any way co!ni:·1 c.~ing ns in regard f.o the principh~s of distribution 
oi. rPvenuc or :,s:.;i:,ta::1cP by w::1y of ::.~ra.nt:.s-in-aid 

4·, At the thri.0 the first Finance Comn1Jssiun report.Pd, articles 270, 
~72 1 275 (I) and :;cJ') ::1.id :wt apply to the State of Jammu and Kashmir. 
These became apfiliL:1 1,i.} to th:-it St;1fe by the Constitution (App]ica-• 

tion to ,Jammu ar.J KCtshmir) Order, l9o4. Matter, falling under 
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the prov!Slons of articles 270, 272 and 2'15(1) were regulated by an 
agreement executed on the 14th January 1956 between the President 
of India and the State of Jammu and Kas,hmir under articles 278 and 
295. This agreement was subject to modification by the President 
after consideration of the report of the second Finance Commissioh., 
The Constitution (Seventh Amendment) Act 1956 has repealed 
article 278. It has also deleted article 280 (3) (c) by whi,ch 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 rlause (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 apprc;priate action may 

• be taken. From 1st 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 
Fim1wc Commission, subject to the small 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 B"ngal (Transfer of Territories) Act 1956, 
we have adopted the readjusted percentages in relation to income tax 
and e.xcise duties as embodied in those Acts read with the order 
issued by the Pres'dent under the latter Act. 

6. In our recommendations for grants-in-aid under the substan­
tive portion of article 275 (1) to States in which' certain former Part 
C States have been merged, we have, to some extent, taken into 
account the assistance rece:ved by these Part C States in the past from 
Central revenues to meet their revenue deficits. We have also for 
the time being r nd without prejudice to our final recommendations'­
treatcd the existing grants for the expansion of primary education as 
genm al gr,mts. Otherwise, we have continued the existing grants 
wiih the modifications m~de by the States Reorganisation Act 195& 
and by the order issued under section 21 of the Bihar and West 
Ben;_a: (Trar>sfer o: T e:ritories\ Act 1956. 
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\· ·.~ 1-,_..:ve l ~\ ·; ta~·en into consideratic n the effect of reorgarusa---
7. t ' ~ • .. . ff t • l • 

,-
0
n:er t.!c~u. ·' a ec ,m~ uk~ re•,em.:.e position of foe States as. 

·oi 
1
., 

110
t. at t .ds .stage, have sufficient material at our disposal to-

e r.o • k t t t· , us to r,.1a, e even a en a ive assessment of the assistance that 
aole · J Tl ·11 b • be reqmreu. 1ese WI e taken mto account in our :final. 
aY .,,,enJations. 
coP1•1

• 

Subject t0 the observations contained in the foregoing para-­
\s we make the following interim recommendations in respect 

aPh 'financial year 1957-58:-
t. e 

(a) Distribution of Income Tax.-55 per cent of the net 
proceeds of taxes on income other than corporation tax, 
exclusive of the proceeds attributable to Union ter~itories.. 
or to taxes payable on Union emoluments, may be assign­
ed to the States and distributed among them as follows::__ 

Stat~ Percentage 

Andhra Pradesh 8·01 

Assam 2·23 

Bihar 9·31 

Bombay • 18 ·91 

Kerala 3 ·60 

Madhya Pradesh 5 •09, 

Madras 7·95 

Mysore 5 •93· 

Orissa 3 ·46-

Punjab ' . 3·96 

-Rajasthan 3·47· 

U ttar Pradesh 15 ·59 

West Bengal n·48 
. 

J amrnu and Kashmir •I l•Ol 

For purposes of sub-clause (2) read with sub-clause (3) of article· 

of the Constituti.on the proceeds attr~butable to Union territories 
a b ' Y e taken at 1 per cent. 

(b) Distribution of Estate Duty in respect of property other 
than agricultural land.-For the distribution of the net 
proceeds of the estate duty, the recommendations contained_ 

in sub-para ( a) above may be followed. 

(c) Distributio_n of Union Excises.-40 per cent· of the net 
proceeds of Union duties of excise on matches, tobacco and• 
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vegetable products may be distributed among the States 
.as set out below: 

State Percentage 

.Andhra Pradesh 8•92 

.Assam 2•58 
Bihar 11 •04 

,Bombay 13•59 
Kerala 3·86 
.Madhya Pradesh 6•17 
.Madras 8•54 
Mysore 5•45 
Orissa 4·17 
Punjab 4•60 
Rajasthan 4·34 
Uttar PradCsh 18•00 

West Bengal 7•49 
J ammu and Kashmir 1·25 

,(d) Grants-in-aid in lieu of a share of the export duty on jute 
and jute products.-For the States mentioned below the 
sums shown against each may be prescribed under article • 
:273: 

Staie 

.Assam 
Bihar 
Orissa 
West Ben8"a.1 

Amount 
(Rupees in Iakhs) 

. 75•00 
72•31 

15•00 

152•69. 

,(e) 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: 

Amo11nt 
Staie -· (Rupees in Iakhs) 

.Andhra Pradesh 24 

.Assam 100 
Bihar 80 
Bombay, 130 
Kerala 41 
Madhya Pradesh 251 
Madras 5 
Mysore 46 
Orissa 107 
Punhtb 163 
Rajasthan rrs 
·west Bengal 83 
Jsmmu and· Kashmir •n 

'/ 



UI .. :,~>:.:; o: ·:est and r :rms '-'f ,·cpa~i''nPnt of loar..s made to, 

i':Jte l J .~r ments by the Goremmerit o_' India between, 
che E:i Auqu,t H\47 m,d. 31st }!arch 195G. 

~ V/e dn not cc,1s:der :t necessary to make any interi.m recomn1enda­
tions, 

K. SANTHA.NAM, Chairman. 

UJJAL SINGH, Member. 

L, S. MISRA, Member. 

M. V. RANGACHARI, Member. 

B. N. GANGULI, Member . 

• H. B. BHAR, Secretary. 
NEW DELHI, 

the 27th Nocember 1956. 



APPENDIX VIII 

(See paragraph 10) 

DATES OF DISCUSSIONS WITH STATE GOVERNMENTS AND REPRESENTATIVES 

OF CENTRAL MINISTERS. 

(1) DATES OF DISCUSSIONS WITH STATE GOVERNMENTS 

Dates of discussions at 

State Headquarters New Delhi 

Assam 2rs!_ to 26th October 1956 22nd July 1957 

West Bengal 30th October to 3rd November 23rd July 1957 
1956. 

-Orissa 4th to 7th November 1956 22nd July 1957 

Uttar Pradesh 3rd to 6th December 1956 27th July 1957 

13ihar roth to 15th December 1956 24th July 1957 

Rajasthan roth to 13th January 1957 .24th July 1957 

' Andhra Pradesh r rth to 14th February 1957 25th July 1957 

M~dras 18th to 2rst·,March 1957 29th July 1957 
• 

il'unjab 29th March to 1st April 1957 25th July 1957 

Madhya Pradesh 8th to nth April 1957 26th July 1957 

iBombay 15th to r8th April 1957 1st August 1957 

Mysore 28th April to 2nd May 1957 29th July 1957 

Jammu and Kash- 7th to_ nth June 1957 30th July 1957 
mir. 

Kerala 24th to 27th June 1957. 30th July 1957 
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4. 

5. 

6 

7. 

8. 

9 

(2) DA·rns c.w D1scuss10Ns v,n.TH R:I-:PRESENTATIVES OF CENTRAL 
"1-1IK1STRf.ES 

Ministry of Finance (Departmem M Re 
venue.) 

J\finistry of Community Development 

Com.Infosioner for Scheduled Castes and 
Scheduled Tribes 

Secretary to the Government of J ndiaJ 
Kashmir Affairs 

Ministry of Food and Agriculture 

Mtnistry of Education 

Ministry of Home Affairs. 

Ministry of Railways 

Ministry of Finance (Department of Eco­
nomic Affairs and Department of Ex­
penditure). 

Date.\ ''.f discussiow 

}
24th Septemb.er ''Jj6 

rst March 1957 
, 16th July 1957 

l 26th September , 9 56 
J1oth Jul_,· 1957 

7th January 19.57 

r6th i\lay l957 

nth Jul) 19'5? 

11th July HF,'/ 

15th July 1957 

17th July (95'/ 



(Seer r1g~n ph 23) 

PROVISIONS OF' THE CONSTITUTION .2 2,\IU::-TG () _ T \.YORK OF THE F n1>.Nc•-- c. 
C OlvIMI'3SIO '.~. 

A rti.cle 269-

(1) The following duties and taxes shall be levied z,.nd collected 
by the Government of India but shall be assigned t o t h e S tates ~n 
the manner provided in clause (2), namely:-

(a) duties in respect of succession to property other than 
agricultural land; 

(b) estate duty in respect of property other than agricultural 
land; ' -. --~, 

(c) terminal taxes on goods or passengers carried by railway~· 
sea or air; 

(d) taxes on railway fares and freights; 

(e ) taxes other than stamp duties on transactions in stock­
exchanges and future markets; 

(f) taxes on the sale or purchase of newspapers and on 
adv ertise1nents published therein; 

( g) taxes on the Sple_ or purchase of goods other than news­
paI)ers1 where such ·-.:,ale or purchase takes place in the 
course of inter-State trade or commerce. 

(2) The n et proceeds in any financial year of any such duty or tax, 
except in so far as those proceeds represent proceeds attributable to 
Union territori es) sh all not form part of the Consolidated Fund of 
India, bu t sh a l] b e a ssigned to the States ·within which triat duty or 
tax js leviable in that year, and shall be distributed among those 
States in accordance with sueih. principles of distribution as may be 
forrnulated by P a rliarnent by law. 

(3) Parliament m ay hy law forrnulate principles for determining 
f • ter­when a sal e or purchase of goods takes plac~ in the course o in 

state trade or commerce. 

1.28 
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Article 270-

(1) Taxes on income other than agricultural income shall be 
levied and collected by the Government of Indw and distributed 
betwecri the Union and the States in thP manner provided in 
clause (2) 

(2) Such percentage, as may be prescribed, of the net proceeds in 
any financial year of any such tnx, except in so far as those proceeds 
represent pr·oceeds attributablP to_ Union territories 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 fron1 such tinie 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 be deemed to represent 
proceeds attributable to Union territories. 

( 4) In this article-

(a) "taxes on income'' does not inc1ude a corporation tax; 

(b) "prescribed" 1neans- -

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

(ii) after a Finance Commission has been constituted, 
prescribed by the President by order after considering 
the recommendations of the F:nanee Commission; 

(c) "Union emoluments" includes al] emolume!'ts and pen­
sions payable out of the Consolidated Fund of India in -
respect of which income tax is chargeable. 

Article 272--

U nion duties of excise other than such duties of excise on 
medicinal and toilet preparations as are mentioned in the Union 
List shall be levied and collected by the Government of India, but, 
if Parliament by la¥.' so provides,. there shall be paid out of the 
Consolidated Fund of India to the States to which the law imposing 
the duty extends sums equivalent \o the whole or any part of the 
net proceeds of that duty, and those sun,s shall be d:stributed among 
those States in accordance with such principles of distribution as 
may be formulated by such law. 
417 M of F-10. 
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Article 273-

(1) There shall be c~:ar2,2c;. or, : .. : \.~onsJLi.\.idtec:. :.-u.n·.l 01.. .india I:1 

each year as g~ani s-i;:;-ai, ·1~ 
1)1 . ,~vr:D:~e.; 'Ji ~,___ ·; 2i 1

: ,v,s of A:·V:.Ln, 

Bihar, Orissa and \Vest Lc..n _;,1!, :n ii,:;;1..; of assign:nent uf any -:,r' :.~·e 
of the net prcceed:, in er,ch :,·,.:·_;,r f cxp,~, .... ,t dut.::r or. j 1.l~1~ 3.nd j:_.:e 
products to those States, such scuns ,,s mcy be _iresc,·ibed. 

(2) The sums so presc-ibed shaU ccr:,inue to be charged on the 
Consolidated Fund of L1dia so lor.g as any ex9ort d·1ty on jut~ ·or 
jute products conti::1_ues to be levied by tiie Governrnent of Indb or 
until the expiration of ten yc,ars from the commencement of this 
C6nstitution, whichever is earlier. 

(3) In this article, the expression "prescribed" has the same 
meaning as in article 270. 

Article 275-

(1) Such sums as Parliament may by law provide shall be charged 
on the Consolidated Fund of India in mch year as grants-in-aid of 
the reve~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 o{ 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 :n that State or 
r,"sing the level of admin'stration of the Scheduled Areas therein 
to that of the administration of the rest of the areas of that State: 

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

( a) 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 St.ate with the approval of the Gov­
ernment c,f 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 oJ' that State. 
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(2) Until provision is made by Parliament under clause (!), the 

powers conferred on Parliament under that clause shall be exerc1s• 
able by the President by order and any order made by tbe President 
under this clause shal1 have effect subJect to any provision so rnadE 

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 recomn1endatio11s of the Finance Commission. 

Article 278''--

(1) Notwithstanding anything in this ConsMution, the Go,·ern­
ment of India may, subject to the provisions of c:Jause (2), enter into 
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 leviablc 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 lhe 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 tJ:;e Govern­
ment of India or from any other sources; 

(c) the contribution by such State 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 th:s 
• Chapter shall in relation to sucJ1 State have effect subject to the 
terms of such agreement. 

(2) An agreement entered into under clause (1) shall cont;nue 
in 1.orce .for a period not exceeding ten years from the con1mence­
me::1t of this Constitution: 

Pro\'ld::d that the President may at any time after thP expiratjon 
of fiye years from such commencement termin'3te or modify ar.y 
s1,ich agrecmf::lYL if 2,: ,· r consideration of the report of the Finance 
Cc::nlYij_:si, .n hc-: th:·nt:s it necessary to do so. 
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Article 280-

(1) The President sh:111, wi'.i.in ·_\v1~ . -:'jl'3 frv.r.. the \~nmru'--·r.ce­
ment of this Con~;titu~!or: :1.nd th01 ,r·-~t :~ ~r.:e ,,x_rration oi t~very 
fifth year or at such earlier ti1;· e as the .?resident considers n~ces­
sary, by order constitute a Finr-.nce Cnmmissio!.1. which shall ~onsist 
of a Chairman and four other :n~mJers to be appointed by the 
President. 

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

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

(a) the distribution between the Union and the States of the 
net proceeds of taxes which ar, to be, or may be, divided 
between them under this Chapter and the allocation 
b~t_ween 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 Fun<:t 
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 (1) 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. 

I 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 s.hal! cause every recommendation made by the 
Finance Commission under the provisions of this Constitution. 

1 together with an explanatory memorandum as to the action taken, 
thereon to be laid before each House of Parliament. 

•Sub-clause (c) omitted and sub-clause (d) rr.lettered (c) by the ConStitutioo 
(Se,·enth Amendment) Acr, 19.56. 



l.VU 

Notwithstanding anything in the foregorng provisions of this 

Part or in any other provisions of this Constitution, any State spec:1° 
fied in Part B of the First Schedule whi.ch heforr Ute comrnence-• 
rnent of this Constitution was levying any tax or duty on the import 

<Jf 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 
lias been entered into between the Governn1ent of India and· the 

Government of that Slate, continue to levy and collect such tax or 
duty subject to the terms of such agreement and for such period not 
,exceeding ten years frorn the cornmencement of this Constitution 

as may be specified in the agreement.: 

Provided that the President may at any tin~c.: J.ftcr the expiration 
,of five years frmn such commencement terminate or modify a __ y 
such agreement if, after consideration 0£ the report of the Finance 
Commission constituted under article 280, he thinks it necessary to 

do so, 
•Rcp-.!aleJ by the OJ:isritut)on (Se\·enth. Amc:ndmrnt '- Act, 1956, 



APP':'NDIX X 

(See table in paragro-ph 125) 

LETTER FROM PLANNING COMMISSION REGARDI~G ESTIMATES OF REVE~>iU-Z 
FROM ADDITIONAL TAXATION DU~.:.NG SECOND FIVE YEAR PLAN PERIOD. 

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

to the Secretary, Finance Commission. 

Will you kindly refer to your letter No. FC. 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 taxation 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, 1956. 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 conneeted with the 
State plans would be reviewed. It is requested that 'if in the report 
of the Finance Commission a reference is to be made to the estimates 
of the Economic Division, the qualifications which necessarily 
circumscribed these estimates may kindly be indica:ed briefly. 
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APPENDIX Xl 

TELEGRAM FROM Uw10N frnANn; MrnrsTRY HE&AHDING PR0PosA1.s w 
nRANT rNCRF.ASE rn r.M.c)LOM e:t-.:T:.: oF EMl'LOYEEs or STATE GovERN­
MEN'Ts. 

(See paragraph 185) 

Copy of Secret Teleyrorn No. 33432, dated the 20th /<'ehruary 1957 
Jr01n Union F'mance Ministry to Chief Secretaries oJ all 

State Governm .. ents. 

Reference Governm<ent of fndia, Ministry of 
letter No. 17 (3])-Elll/56., dated the 121,h .January 

Finance, Secret 
1957 reg.:.:irding 

proposals to grant increases in ernolun1ents of employees of State 
Governments, 

Para Tv:o,---After cx~1minatinn of replies from St:.:itcs the Central 
Government have ckcidcd to grant assistance to such States as 
\vould implement abo\'C proposa1s to the extent and under the con­
ditions referred to in succeeding paragraphs. State Governrnenls 
should formulate their O\Vn schemes and issue sanctions tt1 each 
c2s!? on their own authority The proposals arc not to be viewed a~ 
a Centrally sponsored schc1ne 

Para Three.-An increase in ernoluments preferably in the form 
of an ad hoc addit:on Lo existing rates of dearness allowance may 
he 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 wil1 not 
exceed rupees one hundred. 

Para Fonr.-Following basic conditions to be observed in sanc­
tioning these proposals: ---

( a) Industrial employees are excluded from scheme. 

(b) Primary school teachers including teachers in aided 
primary sc:hools who are covered by the scheme of the 
Central Education Ministry, vidr their D.O. No. 3-47/55. 
C. U. dated the 29th February, 1956 and letter No. F. 39. 27 / 
56-B.I. dated the 10th October 1956 will be covered hy 
these proposals to the ex Len L o+ the diff1-.,r~nce b1;. 1. 7 pf'! 

this and thP Education £v'l:inistry ~ch"'mt-

(C') lnerease.s in e:r1oluments already gran't:ci. by t:'it ~:;~_, 
since 1st April 1956 including those due to re\"ision of pay 
S('ales or amalgarnation of cadres since re~organisation will 



b• --t to ennditions rr1 -~ citio· 1 ··,
1

: : • t nee su Jee .. ~ .. - , i l 
qualify for ass1s a 1 li 11 t,s prescnbE·d in , · · other genera .1 . • ,\ls 
para three and 

telegran
1

• • b given should not h ave th,:! ef1:ect 
, nosed to e . . b 

(d) Increas0s pro.L f State employees a ove tho~e oi 
• • emolmnents o .. c1 

of ra1s1ng . s of Central JOVernment 
, corresponding categorie , 

einployees. . 
} , • nt's assistance to\vards meeting _ 

F• Central Governme . ~r I~'"' 
Para ive.- .11 mmence from 1957-u8. l.lcreases 

b f four years \Vl co 
cost of a dve or • b ; them upto rupees sixty would · be • luments to ring , · . 
1n present emo • • . . d two-thirds per'· cent to t1)lrtythree 
h d • the ratio of s1xtys1x an 

s are in ·h •sing emoluments above rupees 
d th· d per cent and t ose ra1 

-an one- ir h dred· in the ratio of thirtythree and • ·t b t upto rupees one un · · 
six Y u • t • and two-thirds per cent by Central one-third per cent to six ys1x . - ·. . . 

• and State Governments respectively. 

Para Six.-Quantum of __ Central assistance is subject' to revie:v on 
the basis · of recommend~t~s- of Finan~e Commission. Details of 
proposed increases a1:1d suggested procedure for a~counting and 
adjustment to be communicated to Central Government by St~tes . . 

Para Seven.-As -regards employees of State Governments and 
local bodies whose total emoluments after increase will exceed 
rupees on~ hundred but not exce~d rupees two hundred and · fifty, 
some State Governments have represented the need for some relief 
to these categories. In some cases pay scales have been · revised since 
first April 1956 and in others ad hoc increases to dearness allowances 
:1re proposed. 'Subject to such increases not exceeding rupees twelve 
per, mensem in· any individual case and to the· resultant emoluments 
not exceeding those of corresponding categories of Central Govern­
ment servants, Central Government are· prepared to assist States by 
way of a repayable loan on usual terms and conditions. 

Para Eight.-Amount of loan will be calculated on the basis of 
rupees one lak~ pe,:- one million of population in the State but will 
be subject to an ~verall maxim:um of twentyfive lakhs of rupees for 

•··r. a · State;· Loan will be sanctioned for the fin . 
1 195

7 •58 onl1 --~J.t·· . . . _. . . anc1a year -
_. ~ ,:and the position will be reviewed before th d f th t ar 

1
~n the ---~ - • . ·. - e en o a ye 

·:~ Jight of . award of the Finance .Commission~ 
!i/)i;, . . • ,~ 3/f. r ·, • • • 

·~ .. 



APPENDIX XU 

SHOW ING POPULATION ANJ> ARF.A OF STATES o 
1951 CENSUS. 

scsre 

u and Kashmir " 

TOTAL 

P ercentage Area in 
Population of total • sq uare 

31,260,133 

9,043,707 

38,783,778 

48,265,221 

B ,549,II8 

26,0 71,637 

29,974,936 

r 9,4or, 193 

14,645,946 

16,134,890 

15,970,774 

63,215,742 

26,302,386 

4,410,000 

NOTES 

.13·52 

3'79 

7 ·3o 

8· 40 

5 ·43 

4 · .10 

4 ·52 

4 ·47 

r7 -;.1 

7·37 

I· 2 4 

miles 

105,700 

85,062 

67 , 113 

r90,668 

14,937 

171,300 

50,174 

74,861 

to,250 

4 7,c62 

132,c98 

113,423 

33,885 

92,780 

I OO·OO I,239,313 

BASI S OY 

Density of 
popula tion 
per square 

mile 

577 · 9 

253 I 

sc7 · 1 

152 ·2 

597 ·4 

259 · 2 

24 3 • I 

342 · 8 

120 · 9 

557 · 3 

77 6 · 2 

4 7 ·5 

288 · 1 

L Population and area in squ,.re miles of U nion territories are 4,122,208 and 
03 respectively. 

3: Figures for 
le tn Par-a 20 of 

of Jammu and Kashmir is as estimated by the Registrar G en eral~ 

Assam do not include those for areas sp.,ecified in P art B of 
Sixth Schedule to the Constitution. 
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TNTHODUC'I'ORY NOTf~S 

F,evenue and Expenditure exclude tranc;fers fr0 m ~nd to RA~r~naP.­

_serve Funds, Sugar Can e Cess Funds and S t a te Road Fund.~. 

9 
Recejpts and disbursements on accoun t of tn:iding opP-r a 1 • ons­

~~ been excluded from Revenue and ExpendHu re respPct ivAly 
a, . 

3_ For irrigatio~ schemes, electricity and road transport under­
. gs and factories run department.a lly, Revenue has been <;hown 

k1U . . 

f ter deduction of work1n g expen ses and depreciation. et a • , . 

4_ Expenditure excludes appropriations for reducUon or avoidance· 

f debt. 

s. Unless otherwise specified, Tax Revenue includes Ir1ternal 
ustoms Duty, Agricultural Income Tax, Estate Duty, L and Revenuer 
tate Excise, Stamps, Registration, Taxes on Motor Vehicles, Sales­
ax ::md taxes classified under the head Other Taxes and Duties. 

6. Statutory grants include tho.se under articles 273, 275, and 27g 
of the Constitution. 

7. Revenue gap grants in the case of the former Part C States of' 
jmer, Bhopal and Vindhya Pradesh have been shown under Oth er 

grants or Grants under article 282. 

8. Other Administrative S ervices include 
Justice> Jails anq. Convict Settlements, Ports 
Aviation. 

Administration 
and Pilotage 

0f 

and 

9. Other Social Services include Scientific Departments, Agricul­
ture> Rural Development, Veterinary and Cooperation. 

• lO. Madras and Andhra figures for 1953-54 are for th e second half 
of the year. 

11. Figures of only tho~e Part C S tates which merged in the­
;eighbouring States from 1st November 1956, namely, Ajmerr 

hopal> Coorg~ Kutch and Vindhya Pradesh, h av e been given. 
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L Summa.ry of Bi,dgetary Position of State. 

Dec':l,(..l-·-

(i) Share of Central lnwme 
Tax 

(li) .':,h~re .-if Unirm Excise 
Duties 

(iu) Cirant';-in--a1d 
(a) .:St.a1utory 
(b) Other gr:m1s 

NET RE\1!-:--.l'F 

TOTAL E.:.:PE:NDlTL'Iff 

Surplus ( +) 
Ddint (---·) 

TcYT AL J-{EVENt:E 

Deduct-~ 

} 

(iJ Share of Central Jnwme 

,INDHRA 

ASSAM 

J 1,:::9 r4,28 

Tux 1,57 !)39 

(ii) Share of Union 
Duties 

')ii) (lr:mts-m--2id 
(a) Srarnto!}' 
(b) Other grants 

Nn Rl:.\'E:--.i.n 

'J'oTAL E::>;P!CNlHTHRfJ 

Surplus ( +) ~ 
[ktlCi1 (-) .1 

ToI.-\L kHLNU:: 

lh:duu--· 
(i) Shar~· oi Central 

Ta:,; 

Ui l Share d Unfon 
Dutif":s 

(iii) (.Jra.abHD··a)d 
(a) Statutorv 
ch) Oth(•:r gi;mts 

NET .R::.vr.:,ru0 

TcrrAJ. EX2£;",JDJTl iRB 

Smplu:-- (-+) l. 
Defir.if (----/ I 

Ivcotrw 

Excise. 

I-,39 
04 

8,c9 
10,90 

BJHAR 

2K.:w 

6,54 

54 
1,71 

l~h) J 

:-,2,82 

4r, 

2,44 
34 

9,65 
12,~.I-; 

- 2 ,93 

30)2;: 

5,99 

2,04 

92 
l ,Ofi 

2Cl)JS-

28.,25 

--1_1,:p -R,06 

I 1,~z 19,6.4 

l,'76 J,Z6 

16 y6 

8 l' 

36 64 

/';,:,6 14.66 

1:.-.,24 24_,?S 

--:1J58 -ro,1~ 

14,34 T6.2) 

1,40 l.-33 

43 4:2. 

2,90 3,54 
39 44 

9,22 10,50 

13,76 J '-:' l R 

-4,54 --S.6S 

3'.-l· 2 5 t,,:--o 

6,03 5•,'79 

I,93 J ,s~1 

I <)8 I ,6 J 

J,67 5-37 

22,2-4 :.'-1,,16 

30,)8 40,~9 

-7,94 ·-·19)73 

23)2:{ 

3\Z,J 

J ,O_', 

.lj 
is:.c, 

l7,·,:4 

28,47 

,--10,,73 

22,04 

1)32. 

46 

3,32 
1,90 

!4;,51 

:::,i,4:1. 

,-9,88 

:"i: -":'4 

,';,,7) 

2,05 

r.Sy 
,J,Ob 

".!4,0l 

--28,3<> 
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Summary of Budgetary Position of States~ontd. 

(Rupees in lakhs) 

1951-52 1952-53 1953-54 1954-55 1955-56 

BOMBAY 

TOTAL REVENUE 60,51 59,79 71,55 77,25 84,12 

Deduct-
(i) Share of Central Income 

Tax 10,99 10,67 10,76 10,39 10,24 

(ii) Share of Union Excise 
Duties 1,82 1,72 1,68 1,84 

(iii) Grants-in-aid 
28 ·(a) Statutory 1,43 8 13 28 

(b) Other grants 65 1,27 2,32 1,47 3,61 
NET REVENUE 47,44 45,95 56,62 63,43 68,15 
TOTAL EXPENDITURE 59,88 65,79 67,53 65,43 74,:..6· 

Surplus ( +) 
Deficit(-) } --12,44 -19,84 -10,91 -2,00 -6,n 

HYDERABAD 

TOTAL REVENUE 29,87 26,74 25,56 27,41 26,76, -· 

Deduct-
(i) Share of Central Income 

Tax 2,47 2,50 2,67 2,63 
(ii) Share of Union Excise 

Duties 95 90 87 • 95 
(iii) Grants-in-aid ',.· . 

(a) Statutory 1,20 E, 23 28 36 
(b) Other grants 96 2S 16 59 1,20 

NET REvENUE 27,71 22,9E: 21,77 23,00 21,62 

TOTAL EXPENDITURE l 26,79 23,48 24,08 25,65 26,94 
Surplus(+) } • • +92 -5c, -2,31 -2,65 -5,32 
Deficit (-) 

MADHYA BHARAT 

TOTAL RE\l:NUI 11,30 II,62 14,30 14,86] 16,77 

Z>edu.ct-
(i) Sharf of Central foccimc 

Tax 6 96 97 1,04 1,03 
(ii) Share of Unior: Excise 

Dutie-i; 4• 31 37 41 
(iii') Gr:·T1.ts-in-aid 

16 (a) S'., ::utory ,, 8 . 25 24 
(b) Odier gra.'ltE. '5 J7 35 1,22 1,18 

>IET kEvENUE 11p: JO,OI 12,44 l 1,9b 13,91 
TOTAL Exn1,"DITUJi.r 1:.,12 12,07 1:;,67 14,05 18,25 

Surplus(+) 
Deficit(-) } -7 -2,06 -23 -2,07] -4,34 



► 

Nt':1 
Summary of Budgetary Position of States-contd. 

1952--53 l953~54 

MADHYA PRADESH 

TOTAL REVENUE , . 
Deduct-
(i) Share of Central Income 

Tax e 9 • • 

(ii) Share of Union Excise 
Duties . • • . 

(iii) Grants-in-aid 
(a) Statutory . 
(b) Other gr~ts 

NET REVENUE " 

TOTAL EXPENDITURE 

Surplus (+) 
Deficit (-) 

T OTAL REVENUE 

Deduct-

} 

(f) Share of Central Income 
Tax 

(ii) Shan., of Union Excise 
Duties 

(iii) Grants-in-ai~ 
(a) Statutory 
(b) Other grants 

N ET .REVENUE o 

TOTAL EXPENDITURE 

Surplus ( +) } 
Deficit(-) 

TOTAL REVENUE 

Deduct-
(i') Share of Central Income 

Tax 
(ii') Share . of Union Excise 

Duties 
(iii) Grants-in-aid 

(a) Statutory 
(b) Other grants 

NET REvThTUE . 
TOTAL EXPENDITURE 

Surplus ( +) L 
Deficit (-) _r 

417 M of F-11. 

22,80 

3,14 

.. 
67 
17 

18,82 

17,99 
+83 

23,66 

3,19 

1,08 

17 
26 

18,96 

19,27 
-r-31 

MADRAS 

58,75 

9,15 

,4 
1,04 

48,52 
62,74 

-14,22 

9,42 

9 
65 

44,97 
66,85 

-21,88 

MYSORE 

14,11 

, 
3,45 

53 
10,13 
14,15 

-4,02 

3,85 
4 

II,15 
13,99 

.L2,84 

24,'.39 

3,21 

1,05 

45 
62 

19;06 

23,42 
- 4,36 

22,77 

81 

I 
35 

18,53 
23,26 
-4,73 

15,53 

7 

2 

3,87 
18 

II,39 
15,22 

-3,83 

(Rupees in lakhs) 

1954-55 

25,51 

3,12 

99 

61 
1,28 

19,51 
28,78 

-9,27 

42,86 

1,67 

2 
1,59 

33,91 
46,25 

-12,34 

16,54 

12 

4 

3,8E 
34 

12,1 8 

16,35 
-4,17 

1,09 

76 
2,79 

20,:55 
29,£0 

- •9,25 

5 , 60 

2 
4,23 

4 0~02 

53,59 
-13,57 

1 2 

4 

3,86 
59 

I5,28 
19,27 

-3,99 • 



Summary of 
1iil 

Budgetary Position of States-contd. 

(Rupees in lakhs) 

1951-s2 r952-53 I9S3-54 1954-55 1955-56 

ORISSA 

TOTAL REVENUB II,96 12,62 12,27, 13,99 16,11 

Deduct-
(1) Share of Central Income 

Tax 1,57 z.,os 2,09 2,08 2,17 

(i1) Share of Union Excise 
Duties 74 72 68 7S 

(iii) Grants-in-aid 
r,66 (a) Statutory 75 1,12 1,28 1,45 

(b) Other grants 59 60 22 1,36 3,25 
NET RF.VENUE 9,05 8,08 7,96 8,42 8,28 

TOTAL E.XPENDITURE 10,50 r.::,;.5 12~16 15,02 22,85 

Surplus(+) } -r,45 -3,17 -4,80 -,;,6o -14,57 
Deficit (-) 

PEPSU 

To? AL REVENUE 6,09 ti,17 6,98 7,63 9,08 
Deduct-

(i) Share of Central Income 
Tax IS 41 42 45 44 

(ii) Share of Union Excise 
Duties 34 16 18 

(iii) Grants-in .. aid 
(a) Statutory s 6 17 
(b) 0Lher grants 19 8 21 46 1,12 

NET REVE1'."UE 5,75 5,68 5,96 6,50 7,17 
TOTAL EXPENDin'REj 4,66 5,41 6,43 8,59 !0,29 

Surplus ( +) } Deficit (-) +1,09 _;_z7 -47 -2,09 -3,12 

PUN:JAB 

TOTAL REVENUE 17,56 18,04 20,20 22,30 24,20 

Deduct-
(1) Share of Central Income 

Tax 2,88 2,06 2,08 l,93 r,90 
(ii) Share of Union fa,:cisc 

Dutie.s • 64 61 59 65 
(iii) Grants-in-aid 

(a) Statutory 1127 I,44 ll48 l,54 
'· (b) Other grants 26 IO 48 1,58 2,53 

NET REVENUE I4A2 13,97 15,59 16,72 17,58 
TOT AL EXPENDITURE 14,75 15,49 18,16 19,II 26,18 

Surplus ( +) } -33 -1,52 -2,57 -2,39 -8,60 
Deficit (-) 



~mm,ary of Budgetary Position of States--eontd, 

(Rupees in lakhs) 

J;AJASTHAN 

TOTAL REVENUE ( 15,51 18, r 4 rb,77 22,20 23,42 

Deduct-
(i) Share of Central Income 

Tax 13 1,9;1 1,94 2,08 2.05 

{ii) Share of Onion Excise 
Duties 17 73 71 78 

(ii1)· Grants-in-aid 
(a) Statutory 5 ' 24 42 39 
(b) Other grants 18 60 2,71 c36 

NET REVENUE 15,33 15,-z2 15,26 16,28 18,.84 
TOTAL EXPENDITURE 1.5,71 15,93 18,08 20,16 22,54 

Surplus(+) } -3h -'/l --~,3z --3,s,; -3,7o 
Deficit (~) 

SAURASHTR.4 

TOTAL REVENUE 7,)2 9,83 ro,64 12,39 : 1,4~ 
Deduct-

(i) Share of Central Income 
Tax 

•' 
(ii) Share of Union Excise 

Duties 
(iii) Grants-in-aid 

(a) .Statutory 3,00 3,15 3,16 5,16 1,18 
(b) Other grants 5 29 40 I,93 2.,46 

NET REvENUE 4,47 6,39 7)08 7,30 7,81 

'I01AL faPl'.l,'lll11IBl 8,55 11}70 8,37 12,11 15,72 

Suil)\u, ( +) } --1,oi -5;31 -1,29 -.\-1i1 -7,91 

Deficit 0--·) 

TRAV ANG ORE-COCHIN 

TOTAL R.EVEN"Ul r;,91 1.6,63 16,87 l'i ,5 I 1S .. 64 

Deduct- , . 
(i) Share of Central Income 

Tax 
(ii") Share of Union Escise 

;Duties 
(iii) Grants-in-aid 

3,63 3150 3,ZS 3,26 3,27 (a) Starutory 
( b) Other grant~ 7 10 2• 90 

NET REVENUE 14,28 13,06 13,52 14,05 14,42 

TOTAL EXPl:KilTTURE 12,73 15,61 14,34 12,43 19,35 

Surplus(+) } + 1,55 -2,55 -82 --!-'-: f2 -4,93 
Deficit (-) 



l. 't\l 

Summo.ry 01 Budgetary Position, of States-contd. 

(Rupees in lakhs} 

UTT AR PRADESH 

TOTAL R.EVE?',.TE 51,51 57,91 72,40 74,34 80,03, 

Deduct-
(1) Share of Central Income 

Tax 9,'42 9,56 9,64 9,35 9,22 

Cm Share of Union Excise 
Duties 3,20 3,03 2,95 3,23 

(iii) Grants-in-aid 
(a) Statutory 
(b) Other grants 92 I,23 2,14 3,59 5,7:5 1 

NET REvEr-.'lJE 41,17 43,92 57,59 58,45 61,85 
TOTAL EXPENDITURE 48,88 .58,06 63,00 66,54 72,73 

Surplus(+) } Deficit (-) 
-7,7I -14,14 -5,41 -8,c9 -ro,88 

' 
WEST BENGAL 

TOTAL REVENUE 38,29 37,17 37,So 42,35 50,01 

Deduct-
(i) Share of Central Income 

Tax 7,06 6,86 6,92 6,68 6,58 
(ii) Share of Union Excise 

Duties [,26 1,19 1,16 1,27 

(iii) Grants-in-aid 
(a) Statutory 1,56 2,30 2,40 2,42 2,46 
(b) Other grants 31, 4, 88 2,48 4,66 

NET REVENUE 29,36 26,26 26,41 29,61 35,04 
TOTAL EXPENDITURB 37,01 38,52 44,42 48,28 60,10 

Surplus ( +J 
Deficit (- } -7,65 -u,26 -18,01 -18,67 -25,c6 

:JAMMU AND KASHMIR 

TOTAL REVENUE 4,60 4,97 4,89 5, 15 5)67 

Deduct-
(,) Share af Central Income 

Tax 
(i,) Share of Union Excise 

Duties 
(ii2 Grants•-in-aid 

a) Statutory . 
(b) Other grants 2,42 2,67 

NET REvE:t-.'"UE 4,59 4,97 4,89 2,73 3,co 
TOTAL ExPENDITURE 4,74 4,75 4,85 4,73 5,39 

Surplus (+) 
Deficit(-) } -15 +22 +4 -2,co ~2,39 
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S-ummary of Budgetary Position of States-contd. 

,,..--------------.. - -- -"'"---•-·-.. 

·ToTAL REVENUE : , 

Ded11ct-
(i) Share of Central Income 

Tax 
. (i i ) Share of Union Excise 

Duties 
(iii) Grants-in-aid 

(a) Statutory . 
(b) Other grants 

NET REVENUE 

'TOTAL EXPEI\TDIT'C-r-E 

Surplus( +) "\_ . 
Deficit(-) J 

"TOTAL REVENUE 

Deduct-
(i) Share of Central Income 

Tax 
(ii) Share of Union Excise 

Duties _. • • 
' rii) Grants in-aid 

·ca) Statutory . 
(b) Other grant~ 

-N'rr R E\'EN"'LJE 

T::T/."!, E;.;PEKDITURE 

:;,;:·;:·ins1 + ) } 
.' .. .-L:il (- ) 

Ddur:-
(i; M C: · :.:·t of Central Income 

; 

of Union Excise 

47MER 

5.c 2,r4 

• • 

-
I,66 

.48 

2, II 

-1,63 

BHOPAL 

92 

•• 

92 , 

l,22 

-30 

COORG 

6I 

2 

59 

69 
-10 

.. 
· -

1,05 
98 

I,9I 

-93 

ho 

78 1 

1,62 

1,15 

47 
1,48 

-1,01 

--
08 
✓ • 

1,27 

2,28 

-1,01 

6 
98 

99 
-r 

1,57 

l,IO 

2,70 

--
1,45 
1,25 

2,78 

-1,53 

2,45 

r,86 

59 
2,05 

-1,46 

3,63 

-
.. 

2,45 
1,18 

3,97 
-2,79 

•• 

> . 

13 
.!,II 

I,37 
-26 
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Summary of Budgetary Position of States-concld. 
(Rupees in la.khs) 

1951-52 1952-53 1953-54 1954-55 1955-56 

VINDHY A PRADESH 

TOTAL REVENUE 2,51 2,27 4,60 4,21 5,53, 

DeJuct-
(,) Shru:e of Central Income 

Tax 
(ii) Share of Union Excise 

Duties 
(iii') Grants-in-aid 

(a) Statutory 
2,40] (b) Other grants 2 2,2] 1,35 

NET REVENUE 2,51 2,25 2,39 2,86 3,13 
TOTAL ExPENDITURE 2,18. 2,71 3,65 4,71 5,94 

Surplus(+) 
Deficit (-) } +33 -46 -1,26 -1,85 -2,81. 

KUTCHJ 

ToTAL REVENUE 49 ~29 ·"" 36 4:, 

Deduct-
(,) Share of Central 

Tax 
Income 

(ii) Share of Union Excise 
Duties 

(iii) Grants-in-aid 
(a) Statutory 
(b) Other grants. • NET REVENUE 49 29 - ""' 36 4z 

TOTAL EXl'ENDITURE 87 - 1,:21 1,o6 1,18 ~ 1~17 

Surplus(+) } -,s --92 -..(><\ -32 -75 
Deficit (-) 

✓ 



2. Re1Jenuf' and Expendit·ure of Union a-nd State Governntent,<; from. 
1943.49 to 1955-56. 

Revenue E1tpcnditure 
Yeai:-

States Union State~ 

1948-49 3,71,70 2,54,64 3,20,R6 2,37,69 

1949.50 3,50,39 .,86,61 3,17,u 2 ;74,9~ 

1950-51 4,06,5X 3,&4,76 3,47,25 3,79,24 

1951-52 5,14,37 4,12,92 3,84,91 4,co,37 

1952-53 4,34,82 4,28,45 3,9.(,97 4_.27,72 

1953-54 4,15,58 4,43,64 4,c6,42 4,22,23 

1954-55 4,55,77 f 5,03,87 4,21,44 4,99,78 

1955-56 5,03,90 5,64,46 4,62,70 5,96,96 

(Ru pees m ]akh•) 
---·- -- -·--- -- - • ----

Smplus (./-) 
°' Deficit (---) 

Union States 

+so,84 + 16,95 

+33,27 +u,66 

+ 59,33 + 5,52 

+1,29:46 + 12,55 

-t-30,85 +73 

+9,16 +:1,41 

+34,33 +4,09 

+41,20 ~32,50 

NoTES: (r) State figures include those of Coorg for all years, of Ajmer, Bhopal, 
Kutch, Vi.ndhya Pradesh 1md Part 'B' States frcm 
Kashmir from 1951°52. 

1950-51 and of )arr.nm and 

(2) Central figure:,, h1clude those of Ajmer and Kutch for 1948-"49 and 1949-50. 

l3) tJnion duties of excise distributed under artiele 272 -,f the Constitution and Centnl 
~ants are shown as expenditure of Union; they are included in the r~venue of 
States. 
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\ 

3. Composition of 1?.evenue and Expenditure met from 

Revenue­

!u;;wms 
Union Ex:::ise Duties 
Taxes oa Inc0me 

of which 

Corporation tax . 
Taxes on Income 

other than Corporam 
cion ta'C. 

Railways (a) . 
Posts nad Telegraphs(a) 
Currency and Mint 
Other Heads 

Deduct-

1,26,16 
50,63 

1,81,76 

7,34 
2,36 

12,63 
32,6r 

States' share of In­
come Tax:j -41,79 

TOTAL 3,71,70 

E.-cpenditure-

Dd~nce Services (Net) r,46,05 
Direct Demands on Re-

venue 8,62 

of which 

Union Excise Duties 
Debt SerTices (Net) (b) 
Civil Administration 
Civil Works (c) 
Contributions & Miscel-

laneous adjustments 
between Central and 
State Governments 

. Miscellaneous 

of whieh 

Expenditure on dis­
placed persons 

Extraordinary I rems 

~J which 

Expenditure on 
Community Projec~, 
National Extension 
Service and Loca1 
Development Works 

Other Heads 

TOTAL 

42,53 
35,56 

6,61 

19,45 

3,20,86 

62,26 

1,19,50 

3,45 

1949-50 

I,Z4,7I 
67,85 

1,61,12 

7,00 
2,38 

II,22 
21,87 

-45,76 

13,90 

39,43 
39,30 

6,5] 

II,54 

2,16 

3,17,12 

39,53 

1,2:i;;,59 

I,5o/,I5 
67,54 

1,73,22 

6,50 
3,98 

12,27 
37,52 

-47,52 

4,10,66 

12,50 

37,36 
4-8,80 
I0,38 

15,59 
52,88 

7,03 

2,77 

3,51,44 

1,3-2,73 

8,74 

2,31,69 
85,78 

r,87,6c 

U 41,41 

1,46,19 
6,93 
3,,43 

11,30 
41,50 

-52,86 

5,15,37 

16,23 

39,00 
53,67 
n,36 

I7,3I, 
65,14 

13,12 
10,91 

(a) Net Contribution to Central Revenues. (b) Includes Appropriation for Reduc­
rd) Excludes additional payment to States of Rs. 420 lakhs. 



il53 

of India. 

1,84,86 
1,08,22 
1, 59,59 

4r,54 37, 33 

1955-56 

1,66,70 
r,45,.25 
I ,68,-iO 

37,04 
43,80 

r,41,43 
1,22,84- r , 22,26 1,31,36 

6,95 6,68 5,80 
7,11 2 ,40 2 , 60 3,47 
r,8? 15,74 20,65 23,09 ~ 

ro,I7 30,II 29,48 46,77 
30,93 

- 56,98 -57,29 -55,95 -55,16 - 4,15,98 4,56,13 5,04,32 4,35,II 

1,86,30 r ,86,66 1,72,23 ' 1,79,52 

30,39 [29,83 r29,48 32,30 

16,83 15,55 15,11 r 6,57 
36,50 40,82 39,72 43,14 
51,71 64,17 75, Il 94,07 
13,12 13,85 13,45 12,14 

22,80 25,91 29,79 35,87 48,86 32,11 29,86 60,23 

7,7I 8,82 7,52 23,24 
I0,15 

II,78 I0,4.9 15,25 

(Rupees in Jakhs) 

- 1 956-57 
(Revised 
Estimates) 

1,71., 00 
I,88,73 
:r: ,89,6Q 

48,24 
.c,41,36 

6,03 
5,30 

2-4,48 
45,10 

-58,75 

5,71,49 

2,02,95 

37,92 

18,22 
38,21 

I ,33,64 
1.4,54 

29,60 
59,16 

21,86 

12,43 

1957-58 
(Budget 

-E stimate~) 

1,67,60 
2,55,37 (ti) 
.2,o6, 40 

50,50 
1i55,90 

6,F.7 
3,95 

36,02 
93,80 

- 65,98 

. 7,03,83 

2,52,70 

.p,80 

19,17(d) 
35,00 

I,9I,O~ 
15,93 

25,23 
75,73 

22,50 

2 3,86 

~t3 
5 0 

2,87 4,44 9,34 10,45 I r ,45 
3,Q,:;--=:---__ 2.,71 3,30 3,40 5,I0 6,82 
,96,rg ~ - -------------------------- ----

t!on O 
4•0 7,48 4,22,62 4,63,87 5,33,55 6,68,09 

r A.void 
an.ce of Debt. (c) Includes block grant for transfer to Central Road Fund 





4. Reve iu::, and. Expend.itnn o.f ~,;ates {uring firs t f, ve yect. , 
p i ~ ·i ~.- e ri0d. 

- . 

r.ivancore-Cochin 

• 

TOTAL 

191 -52 t ,) .1 ~)53-G6 
( Ru p r-en in lakbs) 

• 

......... 

• . 

Revenu e A .'1' Capiw E.s pcn- Per Capita 
R,.·1) cm 11 e d (~ure"1 E xpenditure 

,36,34 

68,85 

~,34,10 (b) 
" 

81,11 

66,95 

35,95 

3,36~21 
•· --.. 

2,05~62~· 

25,28 

8,29 

Il,53 

4,83 

19,12 

10·6 

17·4 

• r7 ·2 

1,84,45 

3,32,89 

1,26,94 

68,16 

1,19,26 

II· 5 2,52,69 (b) 

,I7' ; ·~-_,78,98 

9·2 

20·5 

16·2 

12·8 

26·3 

18·8 

10·6 

16·6 

11·5 

23·7 

28·8 

10·6 

72,38 

35,38 

93,69 

92,42 

56,45 

74,46 

r8•o 

17._2 

II·3 

9_·9 

20.0 

II•I 

·• o I,96 

3,09,21 

2,28,33 

24,46 

8,80 

12,16 

4,94 

19,19 

5,49 

.33,53,34 IJ • 4 23,47,06 

(a) Figures are for 2½ years from 1st October 1953-
(!')' Figures for 1951~52 and 1952-53 ar~ for composite State, fo~ 1953-54 are for the 

~ast six months and for 1954-55 and ~955-56 are for th<;· State after sepuration of Ar:.dhra. 
NoTE.-Per capita revenu_e. and expenditure are annual average:;· fo~ the pericd. 
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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- Taxes 

tural Revenue Excise tion (includ-
Income ing 

Tax sales taxes 
on motor 

spirit) 

Andhra 

Assam 91 181 121 29 5 99 
8 • l 16·0 10·7 2·6 0·4 8·8 

Bihar 56 145 519 22◄ 63 422 
2·0 ;·1 r8·4 7·9 2•2 14"9 

Bombay 614 92 414 31 1:259 
10·2 r·5 6·8 0·5 20.8 

Hyderabad IO 482 946 51 8 106 
0•3 .r6 •I 31•7 1·7 0·3 3·5 

Madhya Bhar:n 253 185 41 2 92 
.?2·4 16•4 3·6 0'2 8•r 

Madhya Pradesh 439 256 107 24 265 
.r9·3 11•2 4·7 l•I 11·6 

Madras 657 41 454 IIO 1689 
11·2 0·7 7"7 1·9 28·7 

Mysore 131 207 46 IO 160 
9•3 r4·7 3•3 0·7 11·3 

-Orissa 13 -103 200 69 12 126 
r•I 8·6 16·7 5•8 I•O 10·6 

:Pepsu 90 235 19 4 50 
r4·8 38·6 3•I o·6 8·2 ~~ 

Punjab 198 278 59 9 192 
II-3 15·8 3•4 o·s 10·9 

Rajas than 315 299 47 4 
20•3 r9·3 3•0 0·3 

Saurashtra 152 17 23 9 23 
20,2 2·2 3·I r·2 3·I 

Travancore-Cohin 99 71 240 89 30 244 
5•5 4·0 13·4 5·0 r·7 13·6 

Uttar Pradesh 100 758 632 234 27 528 
1·9 r4·7 

' 
12•3 4•5 o·s JO•] 

West Bengal 64 210 672 293 45 672 
1"7 5·5 17·5 7•7 1'2 17'5 

;J ammu and Kashmir 62 22 6 5 
13·5 4·8 I•3 I·I 

Ajmer -3 32 5 
5·9 62•7 9,8 

Bhopal 44 18 2 
47·8 19·6 2•2 

Coorg 3 4 II 2 l 

4'9 6·6 18·0 3·3 1·6 
Vindhya Pradesh 83 31 6 19 

33·r 12·3 2·4 7·6 
Kutch 31 4 2 

63·3 8·1 4·r 

TOTAL 436 5026 5058 2222 393 5 . ,., I2•2 I2·2 5'4 r·o ;4·4 
-~-----· 



. . 
575 

~9 4·4 
sr ·o 

!495 
66 

2·4 52 ·9 

949 15· J 
3359 

55 · 5_ 

417(a) 
zo20 

14·0 67·6 -

141(a) 714 
12·5 63·2 

89 
3·9 

u8o 
51 · 8 

623 3574 
6 8 . 

10·6 o · 
81 635 

5'7 45 ·0 

17 540 
1·4 45 ·2 

31 429 
5·1 70 ·4 

74 810 
4·2 46·1 

445(a) II lO 
28·7 71·6 

67(a) 291 
8·9 - 38· 7 

97 870 
5·4 - 48·6 

454 2733 
8' 8 53·0 

374 2330 
9·8 60 · 9 

174(b) 269 
37 ·8 58·5 

2 ·o 
41 

4 
80 •4 

68 
4'3 

5 73•9 

8•2 26 
6 42•0 

2 •4 
145 

i 57·8 
39 

79·6 
"" , -

::; :-. tr•.-: 
0f Inct)me 

T n: 

.. 
I 57 

r3 ·9 

654 
23 · r 

1099 
I8·I 

, 6 
0 •5 

314 
13·8 

915 
15·6 

157 
IJ•l 

IS 
2•5 

288 
16·4 

13 
o·8 

942 
I8•J 

706 
I8•4 

3 5266 
56· ] I2•8 

II 

I3 9 
[2· ] 

54 
I•:) 

143 
.2. ·t 

120 

4·0 

4 
0·4 

67 
2•9 

4 
0•l 

345 
24·4 

75 
6·3 

. . 

.. 5 
0·3 

300 . 
39·9 

363 
20·3 

156 
4•I 

g C . -· 
• 0 

1775 
4·3 

llil. ' r 
r •.!e 

24 
2 -r 

17 l 
6 -o 

65 
l . I 

96 
]" .2 

15 
I • J 

17 
0"7 

104 
1•8 

53 
3·8 

59 
4·9 

19 
3•1 

26/ 
z: 5 

5' 
0·7 

92 
1·8 

31 
o·8 

I 
0·2 

• 

2 
3•3 

R ,, .. ' 

2 11i 

;:o 7 
4 · 0 

;6 I 

1385 
22·9 

7 ::- ~ _,. 
25 -2 

391 
34·6 

7 02 
30·8 

1273 
2r ·7 

378 
26·8 

365 
30·5 

146 
24 ·0 

632 
36·0 

423 
27·3 

156 
20"7 

558 
Jl·I 

1384 
26·9 

606 
15·8 

190 
4r ·3 

IO 
r9 •6 

24 
26 •I 

33 
54·x 

106 

,. r a l 
1{ e•: ,:n u e-

(.(29· 

28 _:iO • 

b 05 J. 

2937 

u 3c · 

2280 

5875 

r4r» 

rr96-

609' 

1756-

1551 

752: 

1791 

51511 

3S29 

460• 

51 

0 

92. 

61 

251 
42 •2 -

10 49 
2 0· 4 

780 10218 41292 
1•9 24"7 

_, 
~ 

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

·-----

Sales 
Taxes 

Agricul- Lai;ui State Stamps Registra- (including ' tural Revenue Excise tion sales taxes 
lncome on motor 
Tar spirit) 

Andhra 

Assam] 108 204 120 30 5 104 
7•6 14•3 8·4 2·1 0·3 7·3 

Bihar 46 239 471 237 60 413 
1•5 7·9 15·6 7·8 2·0 13·7 

Bombay 600 95 387 29 II87 
10•0 1·6 6·5 0·5 19·8 

Hyderabad 3 435 856 55 8 189 
o• I • 16·3 32·0 2•1 0·3 7·o 

Madhya Bharat 324 147 39 I IOI 
21•9 12·6 3'4 0'1 8·7 

Madhya _Pradesh 516 254 107 23 254 
2I•8 ID'7 4'5 l'0 IO·J 

Madras 600 47 452 IOI 1493 
10•4 o·8 7·8 l'7 25'7 

Mysore 129 180 44 IO 138 
8•6 12·0 2·9 o·6 9·2 

Orissa 6 II4 181 76 12 128 
0·5 9·0 14'3 6·0 1'0 IO·I 

Pepsu IOI 196 19 4 50 
16·4 3r•8 3·1 o·6 8·1 

. :Punjab 191 229 62 9 193 "'-· 10·6 12·7 3·4 0·5 10·7 

Rajasthan 408 236 51 2 
22•5 13·0 2•8 O•l 

Saurashtra 290 9 21 7 23 
2 9'5 0·9 2·1 0'7 2·3 

Travancore-Cochin 96 72 243 83 27 224 
5·8 4'3 14·6 5•0 1·6 13•5 

Uttar Pradesh 71 II6I 597 248 27 489 
1·2 20·1 IO•J 4.3 0·5 8·4 

~'est Bengal 61 205 576 z85 45 62, 
1·6 5·5 15'5 7'7 1·2 16•9 

Jammu and K~sbmir 74 23 7 3 
U'9 4·6 1·4 o·6 

Ajmer 4 26 4 
J. 9 12'1 1·9 

Bhopa.1 -~ 43 15 2 
2l'1 7·4 l•O 

-Coorg 14 4 II 3 I 
16· 4·6 12·7 3·4 l•I 

Vindhya Prade·;~, 78 28 6 16 
34·4 12·3 2·6 7-~ 

Kutch I? 4 4 I 
4t.;·8 13·8 13·8 3'5 

To, .;.05 5So5 4544 2222 371 5635 
O·~ 13 '5 I0·6 5•2 0·9 IJ•a 



. 1952-53 
I f.,C, 

s •iri given against ac 1 'H'a\1 i n i, ~. iLi.\. s. 
stat~ states are 

cetJve 
.l :~e :, ·c1 . , , ' .i ) 

? - -- - ---- - -----

---- - Sha1·e of Share of Sratutory < i-r1.1 · • Te· ·1 
/ 'f otsl 

c ;t:1er 

Income Union Gnnt3 1tnr\ -~ t~ ' r, ::J :{,..:. ·r,_nue 

Other 'fn" TllX Excise from the Art _1e ,· 

f3:{CS Revenue Duties Union 
-

s0d 

2~2 >-!·,..~n•1c 

p11cieS 

' . 

61-0 
J39 46 244 34 343 q23 

49 43"4 9"7 J • 2 17 ·1 2 · 4 24·2 

]' 4 
1539 599 204 92 I0-3 480 ]022 

73 50•9 19 · 8 6·8 3·0 J · 6 r5·9 
2 ' 4 

31-xS 1067 182 8 127 1377 3979 

920 I 5 . 4 5 3 • 8 I7 · 9 · J· I o· I 2· 1 23·0 

312(a) 
J.858 247 95 6 28 440 2674 

II'7 
69 ·5 9 · 2 3·6 0 · 2 1• 0 16·5 

r:i3(a) 6 735 96 40 8 17 266 0 :62 

ro · 63 •3 8•2 3·4 0·7 1·· 5 22·9 

1245 319 108 17 26 6~I 2366 

91 
3"9 52·6 13 ·5 4·6 0 ·7 I·I 27 ·5 

635 3328 942 289 9 65 II69 5802 

rr•o 57" 4 16•2 s ·o 0·2 I·I 20 ·1 

84 585 385 4 530 1504 

I 5'6 38 ·9 25·6 0·3 35 ·2 

16 533 208 74 II2 60 275 1262 

r·J 42 • 2 16•5 5·9 8 ·9 4·7 21·8 

30 400 41 8 168 617 

4·8 64·8 6 '_7 1·3 27 ·2 

99. 783 206 .64 127 IO 614 1804 

5·5 43·4 11·4 3·6 7 ·0 o·6 34 ·0 

405(a) II02 J92 77 5 18 420 1814 

22 ·3 60 ·7 10 · 6 4•2 0•3 I-kJ 23·2 

56(a) 406 .. 315 29 233 983 

5·7 41·3 32·0 3·0 . 23 ·7 

90 83-5 350 7 471 1663 

5·4 50 · 2 21' I 0·4 28 ·3 

454 3047 956 
-

320 123 1345 5791 

7·8 52·6 16· 5 5 ·5 2·2 23 .2 

4II 2212 686 126 230 49 414 3717 

' II • I 59 · 5 18·5 3 · 4 6 · 2 1 •3 ll·I 

184(b) 291 
206 497 . 

37•0 58·5 
41 ·5 

I 35 
166 13 214 

0•5 16 ·4 · 77·5 6·1 

4 64 105 34 20 3 

2 •0 31•5 51·7 16 · 8 

5 38 7 42 87 
5·8 ' 43 ·7 

a'·o 48·3 

7 
J ·r 

135 2 90 227 

2 
59·5 

0·9 39·6 

6·9 
24 5 29 

~ 82 ·8 
17·2 

4051 
· 23033 5698 1625 1908 993 9588 42845 

9·5 r~,' 53•8 I J · J _ 3•8 - 4•4 2· 3 22 ·4 

lnr l 
i1rli-c; re . • ce1n1:s nn account of customs and income tax. 



/..6,o 

5 ( e) . Composition of revenue 
Percentages to Total Revenue of 

Sales 
Agricul- Land.o1 State Stamps Registra- Taxes 

rural Revenue Excise tion (including 
Income sales taxes 

Tax on motor 
spirit) 

Andhra 229 2 98 13 162 
20·4 •. , 8·7 1 ·2 • '4'5 

Assam 93 191 125 31 5 104 
6·5 13'3 8·7 2·2 0·3 7'1 

Bihar 41 331 449 240 59 386 
1'2 IO•O IJ·5 7·2 I•8 II•6. 

Bombay 638 97 402 32 1666 
8·9 l ·4 5·6 D·4 23·3 

Hyderabad 3 505 786 55 8 228 
O·l I9·8 3o•7 2'2 0·3 8-~ 

Madhya Bharat 378 170 41 2 II9 
26·4 II•9 2·9 0•2 8·3 

Madhya Pradesh 522 229 107 24 258 
J1•4 9·4 4·4 I•O 10·6 

Madras 299 12 150 28 481 
73•2 0·5 6·6 1 '2 2I•Z 

Mysore II6 166 55 ,. 155 
7'5 10·7 3'5 •·8 IO·O 

Orissa 5 148 167 I3 129 
✓ 

77 
0·4 12·1 I3•6.. 6·3 I•O 10·5 

Pepsu II8 203 20 4 57 
I6·9 29·1 2·8 o·6 8·2 

Punjab 210 244 65 10 239 
10·4 I2•I 3•2 0•5 11·8 

Rajasthan 378 251 55 3 
20·1 13·4 2·9 0·2 

S:aurasthra 329 8 24 9 85 
30·9 o·8 2•3 o-8 8·o 

Travancore-Cochin 87 71 227 81 27 236 
5·2 4·2 13·4 4•8 I•6 I4·0 

U ttar Pradesh 54 2017 578 ,273 29 538 
0·7 27'9 8·0 3·8 0·4 7·4 

West Bengal 72 217 515 272 46 651 
1·9 5'7 13'6 7·2 I·2 17•2 

Jammu and Kashmir 59 13 7 5 
r2·1 2'7 ,-4 I•O 

Ajmer 5 30 4 
J•J 18•5 2·5 

Bhopal 47 17 3 
20·9 7·6 I· J 

Coorg 21 4 12 3 I 
20·2 3·8 11·.5 2·9 I•O 

Vindhya Pradesh 1 88 28 8 17 
0•2 rg•r 6·1 z•B 3•7 

Kutch 21 4 3 I 
52•5 ro·o 7·5 2·5 

TOTAL 377 6921 4333 2074 325 5517 
o·B r5·6 9·8 4'7 0•7 z2·4 



,. 

' , ........ 

of States in 1953-54 I l- 1 
respective States are given agninst each head in italics, 

(Rupt,:s in Jakhs) 

- ------------ -----------
Other T o1a1 
Items Re-venue Other 

Taxes 
and 

Duties 

Total . Share of 
Tax Income 

Revenue Tax 

Share of 
Union 
Excise 
Duties 

Statutory 
Grants 

from the 
Union 

97 601 • 176 46 8 
8·6 53•6 15·7 4 •1 0·7 

56 605 .- 140 43 290 

3' 9 42 •2 . 9·8 3•0 20·2 

82 1588 603 193 138 
2·5 47·8 18·1 5·8 4·2 

953 3"788 1076 172 13 
13·3 52•9 15 ·0 2•4 0·2 

133(a) 1718 250 90 23 
5•2 .67•2 9·8 3•5 0•9 

·159(a) . 869 97 38 16 
I1•1 60·8 6·8 2 •7 1•1 

93 1233 321 105 45 
3•8 50·6 13·2 4•3 1·8 

·221 - II91 307 81 I 

9·7 · 52•3 I3•J 3·6 

109 613 7 2 387 
'j·O • 39·5 0•5 o· 1 24'9 

18 557 209 72 128 

1·5 45·4 1;-0 5·9 .10·4 

31 433 42 34 5 
4·4 62•0 6•o 4•9 0·7 

131 899 208 61 144 
... 6·5 44•5_ . . :;10•3 ._.3.•.o .. 7·1 

431(a) II18 194 73 24 

23·0 . 59·6 10•3 3•9 1·3 
316 

a 

52(a) 507 . . .. 
4·9 47·7 29·7 

94 823 .. 325 

5·6 48·8 19·3 

785 4274 964 303 
·10•8 59•0 13•3 4·2 

410 2183 . 692 ',II9 240 

10•9 57•7 . 18•3 3•2 6•4 

186(b) 270 
38•0 --. 55·2 

I 40 ... 
o·6 . • 24·7 .. 

4 71 .. 
1•8 31_-6 . 

6 47 .. 
5•8 45·2 

7 149 .. 
z·s 32·4 .. .. 

I 

2 31 
:s •o 77•5 

-5286 1432 2103 

Grants 
under 
Article 
282 

36 
3 •2 

39 
2 · 7 

167 
s•o 

232 
3·3 

16 
o·6 . 

35 
2·4 

cJ'f 
Revenue 

255 II22 

22·7 

317 1434 
22 ' I 

636 3325 
19•1 

1874 
26·2 

7155 

459 2556 
. .. .z8•0 

375 : 1430 
26·2 

62 673 • 2439 
2:s 27·6 

35 662 ~277 
I·j 2'g' I 

18 526 . 1553 
1 •1 l33·9 

.22 • 239 1227 
1 ·8 19·5 

21 163 698 
3·0 23''1 

48 660 2020 
__ 2•4 . .32 ·7 

60 408 1877 
3·2 21·7 

40 201 1064 
3·7 18·9 

IO 529 1687 
o•6 31·3 

. 214 1485 7240 
3•0 20•5 

88 458 3780 
2•3 12•1 

219 489 
44·8 

Il5 7 162 
71•0 4•3 

• 98 56 225 
43·5 24•9 

6 51 104 
5·8 . 49·0 

221 90 460 
_48·0 19·6 

9 40 
22·5 

1583 4061 23608 _ . 10352 44364 
9·2 . 53•2 . zz•9 3·2 -4·8 .. 3·6 23•3 .... 

,.,,, lnl"111~PC:: T'Pt"Pintc:: nn ~rrn11nt nf MlC::tnmc:: a.• 
~....,.....- _ 

7 1
----- • ~n - mrnmp t:nc • 

. . 



I 6 ).__ 5 (d). Composition of revenue 
Percentages to Total Revenue of 

Sales Taxes 
Agricul- Land State Stamp:. Registra- (including 

• tural Revenue Excise tion sales taxes 
Income on rooter 
Tu spirit) 

Andhra 470 7 154 33 32, 
23·9 0·4 7"8 I"7 16·8 

Assam 87 185 167 30 5 120 
5·4 II•4 10·3 1· •8 0·3 7·4 

Bihar 25 361 459 227 52 385 
o-; IO•I 12·8 6 • .1 I•4 10·8 

Bombay 710 88 450 32 2261 
9·2 [•2 5·8 0·4 29·3 

Hyderabad z. 556 726 50 6 285 
0•I 20·3 26•5 1 ·8 0·2 I0·4 

.,\,fadhya-Bharat 402 158 JI 2 130 
2;-1 10•6 ;,.·•1 0•I 8·7 

Madhya Prade-sh 483 1-06 107 22 313 
18•9. 8·1 4·2 0·9 12•3 

l'vfadras -,:. 425 27 263 60 IOII 
9·9 o•6 6. ,? 1·4 23·6 

A\1:ysore 154 169 68 JI 177 
9•3 10·2 4·.r 0•7 10•'7 

Orissa 3 126 157 76 l3 151 
0·Z 9•0 11 ·2 5·.1 0·9 10·8 

Pepsu 109 237 22 4 65 
1-1•1 31•1 2·9 0·5 8·5 

Punjab 218 267 70 IO 275 
9·8 12·0 3·1 0·5 12·3 

Rajasthan 4 414 :St 55 4 9 
0·2 18·6 1'2·6 2·5 0·2 0•4 

Saurashtra 304 8 23 9 105 
24·5 o•6 1·9 0"7 8·5 

Travanc~-Cochin 149 75 218 76 23 238 
8·5 4•3 12·5 4·3 1·3 r.;·6 

Uttar Pradesh 62 1969 559 284 31 596 
0·9 26•5 7·5 3•8 0•4 8·o 

West Bengal 126 120 504 293 51 758 
3·0 2•8 rr•9 6•9 1·2 17'9 

J ammu and Kashmir 50 16 8 7 
9"7 J•l 1 •J l'·4 

Ajmer 4 29 4 
2·5 I8·5 2 • 5 

Bhopal I 52 17 3 
0·4 r9•3 6•J 1'I 

Coorg 18 5 12 2 
16·8 4·7 II•2 1 "9 0•9 

Vindhya Pradesh 2 91 30 8 18 
o·s 2t·6 7·1 I·9 4•3 

I;. Kutch 19 5 3 ' 52•8 r3·9 8·3 2·8 
, , .. 

Total 479 7302 4347 2307 369 7234 
0·9 r4·5 8·6 4·6 0·7 r4•, 

(,:z) Includes receipts on account of internal customs. 



oJ: S-tau~s ,.n UJj4--hh 

_respeeti ve States are given against each head in italics. 

(Rupees in lakhs) 

Other Total Share of Share d Statutory Gr2nts Other Torn! 
Taxe~ Tax Jncomc Union Grants under ftem~ RevenuC" 
and Revenue Tax Excise fron1 the Anidt· of 

Duties Duti<::'; Union 287. Revenue 

····--·------- ·---------------- -------
2 r I 1204 326 96 D 64 262 1964 

10-7 6r·J x6·6 4-9 o-6 3 3 lJ 3 

rq 708 133 4Z 354 44 342 1623 
7-0. 43·6 8·2 J.•6 ;11-8 2-7 ,1 I 

92 1601 579 187 161 537 515 3580 
2:6 44-7 16, .2 5·2 4· 5 15-0 11 4 

983 4524 1039 16R 28 147 18t9 7725 
12·1 58·6 IJ 4 2'2 0 4 1 9 23·5 

96(a) 17:7.J 267 87 28 59 579 2-;-41 
3·.5 62·8 9'7 1'2 1-0 2·2 zr·I 

132(a) 855 104 37 25 122 343 1486 
8·9 57·5 7·0 2· 5 1·7 8 • 2 23' l 

98 !229 312 99 61 128 722 2551 
3 8 48·2 12·2 3'9 2·4 5·0 28•3 

472 2258 567 167 2 159 1133 4286 
11"0 52'7 13·2 1·9 3·7 26·5 

IIS 694 12 4 386 34 .524 1654 
7 0 42·0 0-7 0•2 23 3 2'1 F'7 

21 549 208 68 145 136 293 1399 
1· '1 39·2 :14·9 4'9 11) '!-j 9-7 l0'9 

33 47c 45 16 6 46 180 763 
4'3 61·6 .5'9 ,-1 0•8 6-o 2]'6 

147 987 193 59 (4}\ 158 685 2230 
6·6 44'3 8'7 2·6 6·6 7"1 3o·7 

426(a) IH)3 208 7] 42 271 435 222c 

19·2 53·7 9·4 ]'2 x-9 12·2 19 6" 

5J(a) 502 ~ 316 193 228 1239 
4'3 4o·5 25·5 15·6 18·4 

101 880 326 20 525 1751 
5·8 50"3 18-6 1-1 30·0 

<546 4147 935 295 359 16c;,8 7434 
8·7 55-8 12·6 4·0 4·8 n·B 

432 2284 668 u6 242 248 677 4235 
I0·2 53'9 15·8 2·7 5'7 5'9 16-0 

l 8(b) 99 242 174 515 
3' '{ 19·2 47-o 33·8 

3 40 IIO 7 157 
1·9 25'5 7o·I 4-4 

5 78 145 47 270 
1-8 28·9 53'7 17·4 

7 45 07 
6·6 42·:r 1,1.·,, 43'9 

8 157 i35 129 421 
1'9 37·3 32·1 3n·6 

2 JO f 36 
,· 5 83·3 16·7 

4217 26255 5596 1512 228z 3372 11370 50387 
8·4 J2·I II·I 3·0 4-5 6·7 22·6 

--- - ··--· ------ -- - ····--·----~ 
fh) Includes receints on account nfcu<;tnms and income tax. 



I lo '( 

5 (e). C,1m1)(..Slt 1,J:-: "' ?"~V" ''~C ") 

Percentages to Total Revenu(· • ' !3pecd~-./e 

-·---- - .-----. 

.1L:" 
Agricul- Land State Stamps Re 0;ism1- ,,_.;s 

tural Revenue Excise (l0:1 !Jing 
Income ~..i.<..~ LiX,_;. 

Tax on rr,r)tcr 
spi .,t) 

And..."lra 498 IO 200 37 370 
21·4 0·4 8·6 I·6 15·;• 

Assam 176 205 198 32 5 153 
B·o 9·3 9·0 1·5 O • .J s • s• 

Bihar· 13 529 458 210 50 3~ . .:. 
0·4 14·0 12·1 5·6 I• 3 IO' l 

Bombay 78! 76 444 33 24.17 
9·3 0·9 5-1 0-4 2d'J 

Hyderabad 5 5'4 724 52 8 325 
0·2 19·2 2;-1 1·9 O·J 12'1 

Madhya Bharat 426 I6? 34 4 150 
25·4 9'7 2•0 0·2 9·0 

Madhya Pradesh 453 208 !03 20 318° 
16·0 7·4 3-6 0·7 II· :J 

Madras '42 432 29 360 70 II24 
2•7 8·4 o·6 7·0 1' J 21"7 

Mysore r8o 181 68 !2 20I 
O·I 9•0 9·1 3•4 o·6 zo·r 

Orissa 2 I24 143 47 12 140 
o·r 7"7 8·9 2·9 o-; 9·1 

Pepsu 92 241 25 4 66 
10·1 26·5 2•8 0·4 7·3 

Punjab 182 290 81 14 285 
7·5 12•0 3-3 o·6 II•8 

Rajasthan 4 501 268 60 6 146 
0·2 21·4 11·4 2•6 O•J 6·2 

Saurashtra 291 6 24 IO 133 
21·6 0·5 1•8 o-; 9·9 

Travancore-Cochin 168 70 196 8r 25 236 
9·0 ]'8 10·5 4•3· 1•3 12·7 

Uttar Pradesh 70 1961 582 290 30 620 
0·9 24·5 7'3 3•6 0·4 7·7 

West Bengal r54 390 ~0,1 304 51 904 
3·1 7·8 TO·l 6· ]!' 1•0 18·0 

J ammu and Kashmir 55 20 IO 8 
9'7 3·5 1•8 l' 4" 

Ajmer 4 3
., .. 4 2 

1·6 IJ·I I•6 o·8 
Bhopal l 54 18 3 

0·3 14·9 5·0 o·II 
Coorg 26 6 II 3 I 

21·0 4·8 8·9 2•4 0·8 
Vindhya Pradesh 1 II4 33 8 23 

0·4 zo-6 6·o 1·4 4•:, 
Kutch IO 4 3 13 

23·8 9·5 7·1 2·4 JI·() 

Total 764 7872 4395 2446 392 8023 
1·4 13•9 7•8 4·3 o·7 14"2 



,oj States in l9!)5 ,:)6. 
,,..,, 

States are given againsi each head 11, italics 

(Rupees in lakhs) 
------- ----·- , 

Other Total Share of Share ol S1atutorv Grsnlr Oiler Total 
'Taxc,o T·,._.,, 1 ncornt' lJmon G.rant~ t;ndcr Items .Rtver:ue 

af'd ~z,-,v,;no 1· ... .,, Ei<•:be t.rDITI tt,,• Anicl< "' Dm;e~; Duties i:- fr1ict, ~g,, _f°f'.'TGlJC 

-------~- - ___ ,, _________ ·--- - --
.2,50 ) _16:; J2l 1()', 13 t (j 4(9 2:,,.:E 

rn·; rB.,6 lJ'fi 4'J o·6 4 9 17•6 
251 }!)2(J 132 40 382 I')O 434 22c4 

II·4 46·3 6 "I) ?" 1 17·3 8 6 19·7 
Ill 1753 571 ;2(;) )89 ,1c8 f48 3774 

3·0 46 • 5 15·1 5·4 5•0 XO·/! 17-2 

:1094 4845 1024 184 28 ·1fi'i ll)70 8412 
JJ•O 57·6 12°2 2-2 0·3 4'3 23·4 

59 1687 263 95 36 uo 475 26j6 
2·2 63•0 9·8 3·6 ' 1·3 4- 5 17·8 

32 809 xo3 41 24 u8 ,87 [677 
1 ·9 48·2 6·2 2·5 .f ·4 7·0 34'7 

u6 1218 307 109 76 ;;79 837 282t 
4·1 43·1 10·9 3·8 2·7 9-s; 29·6 

'543 '2/00 560 183 2 423 1301 51-;c 
ro·s :;2·2 10·8 3·6 8--? 25·2 

163 806 12 4 386 )C 722 1989 
8·2 40·5 o·6 0·2 19·4 3'0 .~6·3 

53 527 217 '75 'I66 3:Z) JOI [61I 

3'3 32'7 13·5 4·6 10-3 ,:;'{) ":l 18·7 

39 467 44 ,8 17 11.1 250 908 
4'3 51 '4 4·9 2·0 ,,9 12•3 ,7-5 

173 1025 ISO 65 154 253 '733 24::0 
7·2 42 "4 7·8 2·7 6·3 (O•j 3o·3 

55 1040 205 78 .39 136 B44 2342 
2·3 44·4 8·8 3·3 I '7 )·8 36·0 

JI 495 318 246 2~6 1345 
2·3 36•8 23•6 I8•J 2z-3 

106 882 327 95 560 1864 
5·7 47'3 17'6 5·.r 30·0 

,f: 3 4176 922 323 575 2co9 8005 
7·8 52·2 I1·5 4·0 7•2 2J•I 

505 2812 658 127 246 466 692 5co1 
IO·! 5')·2 13·2 2·6 4'9 9'3 13 ·8 

-4 89 267 2II 567 
( .. ; 15•7 47·1 31'2 

< ;7 186 ]2 245 
2•I 19·= 75·9 4'9 

6 S2 245 36 363 
r·6 22·6 6i' 5 9'9 

" 56 13 5j 124 
7'3 45•2 IO• 5 44·3 

;; 188 240 12) 553 
]'4 34·0 43'1 22·6 

: 33 9 42 
7C • 21·4 

,-- . .... :: .::~1:::; 5529 16;.8 ::!41'"'i 5232 13502 56446 
·s 49·8 9·8 2'9 4'3 9·3 23·9 



&>.,_ 

/(t Ta:t revenue o.: States-
. 6. . . 

Per capita figures (in rupees) 

' - · -·-----•-- ····-·-.. . ~ Income Tax & Union E:\:cisc 
1'8x Revenue excluding 

1953-54 1954-55 
195t_-52 1951-53 

·-· ··- - ... -·• . 601 * 1204 
Andhra 5·8 s· r;, 

605 708 
620 6·7 7 ' ? A;:;um 575 6·9 6·4 

1588 1601 
Hihar 1495 1539 4•0 4 •() 

3·7 3·8 
4524 

, 

Bombay 3359 3218 3788 
10•5 12·6-

9·3 8•9 
,1721 

Hyderabad 2020 1858 1718 9·2· 
to·8 9'9 9•2 

855 1 ' 
Madhya Bharat 735 869 714 

8·9 • 9·2 10·9 10·7 

Mad:._ya Pradesh II80 124_5 1233 1229 
5_·8 5·8 5·8 

5•5 
Madras 3574 3328 1191* 2258 

6·3 ' 5•8 6·6 6,·3 

Mysore 635 58$ • 613 694 
6·.4 6·2 7·0! . 

◄ 7"0 , -
Orissa 54-0 533 557 549 

3·7 3•7 - 3·8 3·8 

Pepsu 429 -4-00 433 47.0 

12·3 I1·4 12•4 13·4 

Punjab 810 783 .. 899 987 
6·4 6 · 2 · 7·1 7· 8 

Rajasthan IIlO II02 • lII8 II93 
7·3 7•2 7·3 7·& 

Saurashtra 291 406 507 502 
7·1 • 9·9 ·12·4 I2• 3f 

T ravancor~--
Cochin 870 835 823 SSo 

9·4 9·0 8 ·8 _9·5 
Uttar Pradesh • 2733 3047 427~r 4147 

4·3 4·8 6·8 6·6 
West Bengal 

I 
2212 2183 

, 
2330 2284 

9'4 8·9. 8·8 9·z 
Jam.mu and 

269 
I 

Kasr.c.IIl i r 291 270 99 6'·1 6·6 6•I 2· 3' -
Aimer 41 35 40 \ 

40 5·9 5·0 5·7 5·7 
Bhopal 68 64 71 78 8·5 B·o 8•9 9·8" 
Coorg 26 38 47 45 ~:-_,J i-. 13•0 1'9 •0 21·5 22·s: r, ,, Vindhya -':ii/ 

,;;'.* 
Pradesh 145 1.35 149 157 . , 4·0 J. f1 4'I _,;jf;~·,t 4 • ,f 

, /. , . Kutch 39 2.1. 31 30 ~ . - • • ~ p 

,,4 •• 6•5 4·0 5•2 s•o -----.,.,...... 

Total ~32s3 
6·5 

2:JOJ;J 23608 . 26255 
6·s. 7•r 7•4 

' *Per cnpltn figures hnve been nrrived nt by d~~bling: 



fa!!_ _____ 

1951-52 to 1955-56. I a I:, T 
-· ·, 

are given in italics. 
(Rupees in lakhs) 

Duties Tax Revenue including Income Tax & Union Excise Duties 

--1955-56 1951-52 1952-53 1953-54 1954-55 1955-56 

1365 0 0 823* 167-6 1791 
6 °7 • 8·o 7•9 8 ·7 0 0 

I 

1020 732 805 788 883 1198 
JJ •J 8•r 8 •9 8·8 9 ·8 13'3 

1753 2149 2342 2384 2367 2529 
4 ·4 5•3 508 5"9 ;·9 6 ·3 

4845 4458 4467 .5036 5731 6053 
r3•5 r2•1. .l2•4 14 · 0 :t5 ' 9 I6•8 

1687 2020 2200 2058 2075 2045 
9 ·0 J0•8 II · 8 II • O ll • I 10 · 9 

809 720 871 1004 996 953 
t IO•I 9"0 10 •9 12 ·6 12·5 11·9 

1218 1494 1672 1659 1640 1634 
5·7 7•0 7 ·8 7·8 7"7 7°7 

.2700 4489 4559 1579* 2992 3443 
7·6 7·9 8•o 8 · 8 8·4 9·6 

806 6"35 . 585 622 710 822 
8•T ,ro 6 · 4 6·3 7•2 8·3 

527 697 815 \ 838 825 8"19 
3"6 4·8 5 ·6 5•7 5·6 .f·6 

467 444 441 509 531 529 
I3°3 • x2•7 I2 • 6 x4 ·5 15 ·2 I5·I 

1025 1098 1053 II68 1239 1280 
80:r 8 ·7 8 ·4 9 ·3 9 •8 I ro·2 

1040 1123 1371 1385 1472 1323 
,6·8 7°3 9·0 9 •z 9 · 6 8·6 

495 291 4.::6 507 502 ~ 495 
I2•I 7•I 9 · 9 r2·4 ..I2·2 I2 · :t 

882 870 835 823 880 882 
9•5 9•4 9 ·0 8·8 9·5 9 ·5 

... 4176 3675 4323 554r 5377 _:'i''12l 
6 •6 5·8 6·8 8·8 8·5 8 · 6 

2812 3036 3024 2994 3068 3597 
II·J I2•2 I2• 2 :12 •:f 12·4 I4•5 

89 269 291 270 99 89 
2·0 6·r 6·6 6·:r 2·3 ::z ·o 

47 41 35 40 40 47 
6°7 5·9 5 · 0 5•7 5 ·7 6 ·7 

-82 68 64 71 78 ~2 
I0 •3 8·5 8·o 8 ·9 9 ·8 I0·3 

56 26 38 47 4 · 56 
28•0 r3 ·0 ry · o 2? , ~- ?.2 5 28 • 0 

188 145 135 149 TS 1~8 
5 ·2 -1 • o 3·8 '; !;' ' 2 

33 39 24 3:r. ".>Q 33 
5·5 6·J 4·0 5 ·2 5·0 f• 5 -28122 - 28519 '.j0356 30326 33363 35,c9 
7.•9 Y•o 8·5 9·2 9•3 9.9 



__ _{Jj.---

7. Per capita receipts of States. under certain heads--

Total Tax Revenue (a) Land Revenue 

1951~ 52-53 53-54 54-55 55-56 1951- 52-53 53-54 54-55 55-56 
52 52 

Andrua 5·8 5·9 6·7 2·2 2·3 2·4 

Assam 6·4 6·9 6•7 7"9' II "3 2·0 2·3 2"I 2'I 2·3 

Bihat 3"7 3·8 4•0 4·0 4·4 0•4 o·6 o·8 0·9 1·3 

Bombay 9"3 8•9' 10· 5 I2·6 13·5 I•7 I "7 I·8 2·0 2·2 

Hyderabad ro·S 9·9 9•2 9·2 9·0 2·6 2·3 2·7 3·0 2•7 

.Madhya Bharat 8·9 9·2 10·9 10·7 [0• l 3·2 4· I 4"7 5·0 5"3 

Madhya Pradesh 5"5 5·8 5·8 5·8 5"7 2·1 2·4 2•5 2·3 2•1 

Madras 6·3 5•8 6·6 6·3 7·6 1·2 I• l I•6 I '2 I"2 

Mysore 7·0 6·4 6·2 7·0 8·r I '4 ''4 I•2 I·6 r·8 

Orissa 3•1 I 3·7 3·8 3·8 3·6 0·7 0·8 r•o 0•9 o•8 

Pepsu 12·3 n·4 x2·4 13·4 ,:3•3 2·6 2·9 3"4 3'I 2·6 

Punjab 6·4 6·2 - 1• I 7·8° 8·1 I•6 1·5 1 ·7 I•7 1 ·4 

Rajasthari 7"3 7·2 7'3 7•8 6·8 2·1 2·7 2•5 2·7 3·3 
' Saurashtra 7·1 9'9 12·4 12·3 12•1 3·7 7"I 8·0 7"4 7'I 

Travancore-Cochin !1"4 9•0 8·8 9'5 9"5 o·8 o·S 0·8 0·8 0·8 

Uttar Pradesh. 4'3 4·8 6·8 6·6 6·6 l ·2 r·8 3·2 3-, 3·1 

West Bengal 9•4 8•9 8·8 9·2 u•3 0·8 0·8 0•9 0•5 t·6 

J ammu and Kashmir 6•1 6·6 6·1 2·3 2·0 1·4 1·7 1·3 I• I 1·3 

Ajmer 5·9 5·0 5·7 5·7 6·7 0·4 o·6 0•7 0•6 o·6 

Bhopal 8·5 8·o 8·9 9•8 rn·3 5·5 5·4 5•9 6·5 6·8 

Coorg n·o 19·0 23·5 22•5 28·0 2·2 2·0 2°0· 2·5 3·0 

Vindhya Pradesh 4•0 3·8 4·r 4'4 5·2 2·3 2•2 2·4 2·5 3•2 

Kutch 6·;l 4•0 <·~ 5·0 5•5 5·2 2'2 3·5 3·2 I·7 

Total 6·5 6·5 7·1 7·4 7·9 !;4 1·6 2•1 2•0 2·2 

,·~·. 

' 
(a) Excluding Income tax and 

Nou.-Per capita figures for 195'3~54 in respect of Andhra and Madras have, 



' :.i •• Sait!s T 

:: -53 51-i i 54-5 5 5:,-36 I I - 52-51 53- -5" .i 
2. 

~-------------- -- --- ---

.. 
I '4 

r • I 

2•I 
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( • O o · 8 
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0· 5 0·5 
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I ·o 
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r·8 0·5 0·5 o · 6 0·7 0·7 1·8 

I •0 

2·3 

1·8 

0 · 5 

0 · 5 

0 · 5 

0 · 3 

0·5 

0·5 

0·5 

0·5 

o·6 

0·5 

0·5 

o·6 

o·6 

r ·o 

3·3 

I •0 

r·5 

I • 2 

I· 2 

2·6 

I ·6 

1·9 

-0·4 0·2 0 · 2 0 · 2 o·r o · 6 0·5 o·6 o·6 o·6 o·6 o·6 2·1 

2·6 2·6 2 · 4 2·3 2·r 1·0 0 · 9 0·9 0'.8 0·9 2·6 2·4 2·5 

1·0 0·9 0 · 9 0·9 0·9 0 ·4 0 · 4 0·4 0·4 0 •5 o · 8 o·8 0·9 

2•7 2 · 3 2·1 

o·5 . 0 ·5 0 · 3 

2·0 2 · 0 I · 2 

0 • I 

1 · 1 l • I I '2 

4·6 3·7 4 · 3 4 .1 

2 '3 I·9 2 • 1 2'1 

4·6 0 · 7 o·6 o·6 o·6 o·6 

2·3 0 · 3 0·3 0·4 0 ·4 0 ·4 

o· 1 

5•5 s·s 6 · o 6 · o 5·5 r · o 1 · 5 1·5 r · o r · 5 0 ·5 0 ·5 c·s 
o•9 o·8 o· 8 o · 8 o -9 0 · 2 0 · 2 0·2 0·2 0 ·2 0 · 5 0·4 c•s 

r · 6 

llnion . 
liee excise duties. 

n arrived b , 
at Y doubling the figures of sec0nd half of tne year. 



7. Per capita 
17D 

receipts of States under certain heads-

------~-----

Sales Tax (conld.) Forests Inc(,me Tax and. 

54-55 55-56 1951- 5 2-53 53-54 54-55 55-56_ 1951- 52-53, 
52 52 

Andhra 1 ·6 ·8 0-2 0·2 0·3 

Assam l ·3 1··7 0·7 0•6 0·7 0·7 I ·0 I ·7 2• l 

Bihar 1 ·o l'O 0·2 0•2 0·2 0·2 0·2 I •6 .2·0 

Bombay 6•3 6·7 0·9 0·8 o·8 l •O l •o 3•1 3 ·5. 

Hyderabad 1·5 1·7 0·5 0·5 0·4 0·5 0·7 I.$': 

.;\\adhya Bh~rat J ·6 1 ·9 0·9 o-8 0·7 0·9 l • l O•l I·T 

Madhya Prad~sh 1·5 1•5 2 • l l •7 l •7 1•9 2·3 I • 5 2·0• 

Madras 2·8 3• l 0•4 0·3 0·4 0•4 o·5 l ·6 2•2. 

Mysore 1 ·8 2·0 o·6 0•6 o•6 I 0 3 1 ·3 

Orissa l ·o 1°0 0·7 0·6 o·8 l •Q l • l I• l 1•9• 

l'epsu 1·9 1·9 0·2 0·2 0·2 0°2 0·3 0·4 1·2· 

Punjab 2·2 2•3 0·5 0·4 0·4 0·4 0·4 2·3 2•1-

Rajasthan o•l l•O 0•3 0·3 0·2 0·3 0·4 O• I t ·8 

Saurashtra 2·6 3·2 0·1 O•l 0'1 0·1 l • l 

Travancorc-Cochin 2·6 2•5 2·0 2•0 1·8 2·1 2·3 

Uttar Pradesh 0·9 l ·O 0·5 o-5 0·5 o•6 o·6 I •5 2-c,, 

West Bengal 3·1 3·6 0·2 0•2 v·; 0•3 0'4 2•8 3•3; 

Jammu and Kashmir 0·2 0·2 l "5 1 ·7 1°8 l "9 2•4 

Aimer 0·3 0·4 0•3 0·3 0•3 0·3 

Bhopal 1·5 1°6 1·9 2·6 3·5 

Coorg 0·5 0·5 13·5 18•0 20·0 17·0 22·0 

Vindhya Pradr:sh 0·5 o·6 2'2 l ·7 l "9 2·3 2·7 

Kutch 2•2 

Total 2·0 ·i·2 o·6 0•6 o·o 0·7 o·S 1•5 2•1 

Korn.-Per carita figures fo< 1953-54 in respect of At dhra and Madras lrnve:-
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.. . . . . 23·7 16·4 15 · 7 26 · 6 

.. 13 · 1 12 · 3 I8 · 1 30 · 6 

.. 
• 0 I • 0 3 · 5 3 · 0 7 · 5 6· 5 

o C 0 0 
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ctn ,. . 
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at by doubling the figures of second half of the year.. 



17
"r(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 

tion Services Services 

Andhra 

Assam 98 16 6 91 102 35 228 
9·0 1•5 0·5 8•3 9'4 3·2 22·9 

Bihar 176 227 -9 259 409 198 866 
5•4 6•9 (-) 7·9 r2·4 6·o 26·3 

Bombay 420 172 69 436 936 302 1674 
7•0 2•9 1•2 7"3 15•6 5·0 27•9 

·Hyderabad 294 122 88 97 593 86 776 
II•O 4·5 3·3 3·6 22·2 3·2 29·0 

Madhya 
Bharat IOI 41 l 96 159 49 304 

9'! 3•7 0·1 8·6 14·3 4·4 27.3 
Madhya 

Pradesh 247 42 23 183 247 75 505 
13·7 2·3 r·3 10·2 13·7 4·1 28·0 

-Madras 594 321 ->88 746 738 310 1794 
9·5 5•r (-) II-9 II•8 4•9 28·6 

Mysore 92 90 108 81 90 30 201 
6·5 6·4 7·6 S-7 6•4 2'I 14·2 

Orissa 84 99 -2 122 137 43 302 
8·o 9·4 (-) II•6 13•0 4·1 28•7 

~epsu 49 47 77 27 151 
10·5 10·1· 16•5 5•8. 32.4 

Punjab 147 114 -51 157 268 So 505 ro·o 7•7 (-) 10•6 18•2 5•4 34·2 
Rajasthan 203 52 20 174 241 54 469 

12•9 3'3 1•3 II•I 15·4 3·4 29"9 
Saurashtra 57 37 -6 92 120 09 281 

6·7 4·3 (-) IO•c!i' 14·0 8·o ]2·8 
Travancore., 125 62 -2 56 65 45 166 

Cochin 9·8 4-9 (-) 4·4 5•1 3'5 13·0 
Uttar 458 256 .. -26 488 733 259 1480 

Pradesh 9·4 5.2 (-) 10•0 15·0 5·3 30·3 
West 189 91 18 247 576 207 1030 

Bengal 5•1. 2·5 0·5 6·7 15·6 5·6 27·9 
Jammu and 51 29 34 28 9 71 

Kashmir 10·8 6·1 7·2 5•9 1·9 15·0 
hjmer 9 6 21 6 33 6·1 4•0 14·1• 4·0 2.2·1 

Bhopal 12 12 24 7 43 
9•8 9•8 19·7 5·7 lf"3 

Coorg 14 4 3 3 7 
20·3 5·8 4·3 4·3 1•5 1·0·1 

Vindhya 37 22 3~ • 9 67 
Pradesh 16·1 9·E 16•1 4·c 2 9'9 

Kutch 9 6 5 Io ~ 24 
10·4 6·9 5•(.J r-·., 4 • 6 27•6 ' . 

Total ·3466 I78I 49 3454 5618 !9:'.15 10977 
8-7 4•4 0•1 8·6 ;4•0 4·8 27·4 



I 7 7 
re 1: :~n 1 r.e 0 ; +c,.:;f , • ) 

-1 · 

:..-nrn 
f uf CE-SD· +~- St ._;-; .. r~ in italics. 111 e ;. diturc. >r --. 

,pe-• (Rupees in l~Jch s} L,~ ___ ... ------- -
-----_ _,~,... l i • . .:s 

, ; JK~ r T , .il ". ~IS- Ci\·il Other Total 
r.doc:1tion ar-d ~ a l ~ih :.! Wnrk~ Teems .. , 

Public .:: • , r • • "'I t 
D .!p·l r~-' . , 'll~ )t)Lta, 

: Ic:i lth Serv:ces rrents 

-------
,8 So 330 i r 203 198 1090 __ .., 

- • ? '; . 3 30.J T • O 18 · 6 18 · 2 , , - 15 ·8 I -

::or ::::.37 -96 66 650 510 328:2 
-:.58 ; )· 9 6 • I 7·J 2-f." 3 2•0 I 9•8 r5·6 

43 5 383 2030 390 306 927 5988--
I• 1.:: 7·3 6 •4 33 ·9 6· 5 5 . I .r 5 • 5 - ;0•2 

! 47 119 6-- 149 152 423 2679' I ) 

1c q 5 · 5 4 · 4 25 · 2 5· 5 5 · 7 .r5 · 8 • r ;·J 

I59 104 76 339 68 102 156 l lJZ: 

14·3 9 · 4 · 6 · 8 30·5 6 ·I 9 •2 :14· 0 

293 85 139 508 12 244 218 1799, 
16·3 4"7 ·- -t·-a, 28 •3 0-J IJ •6 I 2 · I 

!IOI 518 458 2077 302 763 611 6274, 
17·5 8·3 7•3 33·I 4·8 I2 •2 9 •7 

285 IIO -123 518 43 213 150 1415 
2o •I 7· 8 8·7 36·6 3•0 I5 • I I 0 •6 

125 68 81 274 50 174 69 1050, 
II·9 6 ·5 7 ·7 26•I 4·8 :16•6 6·6 

60 32 22 II4 14 68 70 466· 
12·9 6 · 9 4°7 24•5 3•0 r 4 ·6 zs ·o 

188 85 100 373 33 139 215 1475 
12·7 5 · 8 6 •8 25·3 2•2. 9•4 I4 •6 
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14·6 9 •2 3•8 27•6 3·9 5 •6 IJ • 5 
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15·2 6 •3 9·9 3z •4 I•6 6 · s I6 • I 
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9·1 II •6 6•9 27 ·6 r •9 I0 • 9 23 ·6 

41 19 27 87 2 1 64 151 4 74 
8·6 4'0 · 

_, 
5 ·7 x8 ·3 4 ·4 13 • .5 3:r •9 
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4 •6 3 ·5 I6 · I 19•5 x9 • 5 ---6r90 2980 2759 n929 1427 4256 6152 40037 
l J· 5 '1°4 6· 9 29 ·8 3 •6 :ro•6 r5 ·4 

~ -- -



11'j 
8 ( b). Composition of Expenditure 

Percentages of E!xpenditure in each category to total 

Total of 
~~of Irrigation Debt General Police Other All 

Services Adminis- Adminis- Adminis-
Collec- tration trative trative 
tion Services Services 

,...\.ndhra 

Assam I04 20 7 72 112 35 219 
8·2 1•6 o•6 5•7 8·9 2·8 17"4 

.J3ihar 230 97 -13 221, 375 193 789 
8·1 3•4 (--) 7·8 13·3 6·8 27"9 

.Bombay 538 223 42 469 1)12 316 1697 
8·2 3·4 o·6 7°1 ;3•9 4·8 25·8 

.Hyderabad 310 59 IIO 96 398 81 575 
Ij•2 2•5 4'7 4·1 17·0 3·4 24·5 

Madhya IIO 41 5 97 157 49 303 
Bharat 9·1 3•4 0•4 8·o Ij•O 4·1 25•1 

Madhya 252 27 64 184 257 77 518 
Pradesh Ij•I .1•4 3•3 9·6 13·3 3·9 26·8 

Madras 597 386 -215 724 717 327 1768 
8•9 5,8 (-) 10·8 10·7 4·9 26·4 

Mysore 93 84 109 75 lo6 34 215 
6·6 6•o ;-8 5•4 7·6 2·4 15·4 

-Orissa 109 82 -3 120 140 45 305 
9"7 7•3 (·-) 10·7 12·4 4•0 2J•I 

Pepsu 63 l 53 80 29 162 
II•6 0•2 9·8 .z4·8 5·3 29·9 

'Punjab 168 64 -40 164, 277 80 521 
10·9 4•1 (·-) "10•6 17"9 5•1 33·6 

llaj,asthan 215 81 7 159 275 55 489 
13·5 5•1 0·4 10·0 17·3 3·4 30·7 

·saurashtra 136 30 l 84 132 • 70 286 
II·6 2•6 0·1 7·2 II·] 6•0 24"5 

Travancore-- I 3 I 80 -3 49 78 46 173 
Cochin 8·4 5•1 (·-) 3'1 5·0 3•0 11·1 

·uttar 498 266 -I 6o6 716 271 1593 
Pradesh 8·6 4·6 (-) 10·5 12•3 4·7 27·5 

'West Ben- 183 126 26 252 571 189 1012 
gal 4•8 3·3 0"7 6·5 14·8 4·9 26•2 

Jamm1,1 and 54 25 52 34 28 9 71 
Kashmir II•4 5·3 11·0 7·1 5·9 1·9 14'9 

Ajmer 9 l 13 23 6 42 
4·3 0·4 6·2 10•9 2·8 19'9 

.Bhopal 13 2 16 24 7 47 
6·8 l•O 8·4 12·6 3·6 24·6 

•Coorg 19 l 5 3 l 9 
24•4 1·3 6·4 3•8 1·3 11•5 

Vindhya 37 I 28 37 II 76 
Pracfosh 13"7 0·4 IO·] 13·6 1•1 28•0 

"Kutch 13 17 5 16 4 25 
IO·$ r4·r 4·1 r3·2 3"3 20·6 

Total 3882 1714 148 3526 5434 1935 10895 
9·1 4·0 0·4 8•2 ·r2~7 4•6 25•s 
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r,~er. J' t · St t 
d ·ture of respec .1ve a es are 

,ej:pen 1 given in italics. 
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fducacion 

187 
14· 9 

43 1 
15 ·3 

13r2 
19 · 9 

424 
18· 1 

174 
14 ·4 • 

319 
16 ·6 

:1196 
17 ·9 

317 
22 "7 

[ 48 
13· 2 

76 
14 ·0 

:202 
13 ·0 

:259 
16 ·3 

"II8 
l0 · I 

·291 
I8 ·6 

784 
11·5 

·39r 
:lO • r 

43 
9 •0 

SI 
24 • 2 

22 

II·5 
7 

9 •0 
53 

19 ·5 
s. 

6·6 

Medical 
and 

Public 
Health 

.78 
6·2 

221 
7· 8 

423 
6 ·4 

153 
6 • .5 

II5 
9·5 

92 
4·8 

586 
8·7 

II5 
8·2 

79 
7·0 

34 
6 ·3 

91 
5 · 9 

I39 
8"7 

55 
4 "7 

IOI 
6 ·5 

345 
5·9 

4I8 
I0·9 

20 
4 ·2 

9 
4·3 

21 
lI·O 

6 
7 ·7 

20 
7· 4 

5 
4" I 

~~ 
' 3 3T26 

15 · 9 7 ·3 

(Rupees in fak h s) 
------ -- - -------

Other 
Social 

S ervices 

Sr 
6·4. 

167 
6 · o 

365 
5 ·6 

99 
4·r 

95 
7·9 

150 
7·8 

391 
6 · o 

123 
8·8 

_80 
7 · I 

35 
6·s 

105 
6 ·8 

59 
3•7 

35 
3 •0 

45 
2·9 

482 
8 · 3 

262 

Total of 
All 

Social 
Services 

346 
2 1 ·5 

819 
'.?9 · I 

2100 
3r · 9 

673 
28 "7 

384 
3I·8 

561 
29•2 

2173 
32 · 6 

555 
39"7 

307 
2 7 · 3 

145 
26 · 8 

398 
25"7 

457 
28 ·7 

208 
I7·8 

437 
28 ·0 

16II 
27 ·7 

1071 

I r.dustries 
and Mis­
cellaneous 
Depart-

ments 

25 
2·0 

48 
r ·7 

376 
5"7 

79 
3·4 

II 
0 ·9 

13 
0·7 

322 
4·8 

38 
2 · 7 

59 
5·2 

16 
3 · 0 

33 
2· I 

49 
3·r 

27 
2·3 

20 
r·3 

84 
I·4 

II4 
6·8 27 •8 . 2·9 

25 88 13 
5· 3 18 ·5 2"7 

7 67 I 
3·3 3r·8 0·4 

26, 69 3 
IJ•6 36 · I I·6 

12 25 
15 · 4 J2 'I 

' 19 92 I 
7·0 33 ·9 0· 4 

5 r 8 
4 ·I r 4 ·8 
---

2665 12604 1332 
6· :? 29 · 4 J ·I 

Civil 
Works 

312 
24 · 8 

510 
I8 • I 

459 
7 ·0 

135 
5·7 

145 
I2·0 

291 
r5 · r 

935 
r4 ·0 

187 
I3 · 4 

164 
r4·6 

62 
II•5 

137 . 
8 · 9 

84 
5·3 

122 
ro · 4 

267 
I7'• l 

420 
7·2 

430 
11·2 

50 
I0 • 5 

5 
2 ·4 

38 
1 9 ·9 

16 
2 0 · 5 

42 
15 ·5 

22 
r8 · 2 

4833 
II • J 

Oth er 
Item s 

.. 
225 

r7·9 
345 

r2 · 2 

II44 
r7 · 4 . 

407 
r7 · 3 

208 
r7·3 

201 
ro·4 

719 
I0'7 

II8 
8·4 

102 
9·r 

92 
r7·0 

268 
I7 · 3 

211 
r3·2 

360 
3o · 7 

456 
29·2 

1335 
23 · 0 

890 
23 · 1 

122 
25 ·7 

86 
40 ·8 

19 
10·0 

8 
I0· 2 

22 
8·1 

26 
2I • 5 

7364 
:r7·2 

T ot a l 

1258 

2825 

6579 

2348 

1207 

1927 

6685 

1399 

1125 

541 

1549 

1593 

1170 

1561 

58c6 

.., 8 ,2 
::J -

475 

Z! I 

I9I 

78 

271 

I 2I 

427 72 



176 
8 (c). Composition of expenditure met 

Percentages of expenditure in each category to total 

Cost of Irrigation Debt General Po~ice Other Total of 
Tax Services Ad.minis- Adminis- all 

Collection tration trative Admini;-
Services trative 

Services 

Andhra 104 II4 -48 154 107 36 297 
8·5 9·3 (-) I2•6 8'7 3 ·o 24·3 

Assam u5 16 7 73 14C> 36 249 
8·4 1•2 o • 5 s·, 1<' ·2 2·6 18·1 

Bihar 326 I04 -20 227 38, 191 799 
10·8 3'4 (-l 7·5 I2"7 6•2 26·4 

Bombay 610 331 70 458 899 306 1663 
9·0 4·9 1·1 6·8 13·3 4·5 24·6· 

,Hyderabad 294 69 155 97 325 77 499 
12·2 2•9 6·4 4·0 13'5 3·2 20·7 

Madhya Il5 41 9 I05 169 50 324 
Bharat 9·1 3·2 O•i' 8·3 13·3 4•0 25•6 

Madhya 268 70 61 210 245 79 534 
Pradesh 11·4 3·0 2·6 9·0 10-5 3·3 22-8: 

Madras 198 II7 -46 205 203 107 515 
8·5 5·0 (-) 8·8 8·7 4·6 22·1 

Mysore 97 88 34 84 113 40 237 
6·4 5•8 2·2 5·5 7'4 2·7 15•6· 

Orissa 165 64 -2 149 145 45 339 
12•~ s•o (-) 11·7 11•4 3•5 26°6, 

Pepsu 75 7 I 52 88 29 169 
11·7 ,., 0•l 8·1 13"7 4•5 26·3· 

Punjab 202 _57 7 140 294 . 87 52-1 
11•1 3-1 0·4 7'7 16°2 4·8 28•7 

Rajasthan . 246 97 13 170 303 57 530 
13'6 5·4 0•7 9·4 16·8 3·1 29·3· 

Saurashtra 99 28 -9 80 108 65 253 
11•8 3•4 (-) 9·5 12-9 7•8 Jo•z-

Travancore- 135 78 --8 56 81 48 185 
Cochin 9·4 5 • .i (-) 3·9 5·7 3·3 12·9· 

Uttar Pra- 492 275 -32 6u 705 272 1588 
desh 7'8 4·4 (-) 9·7 lI'2 4'3 25·2 

West Ben- 203 105 41 256 584 195 1035 
gal 4·6 2·4 0·9 5•8 13•1 4•4 23•3 

Jammua and 55 25 27 33 40 10 83 
Kashmir II'j 5·2 5·6 6·8 8•2 2•1 17•r 

Ajmer IO I 13 25 6 44 
6•8 0·7 I 8·8 16•9 4•0 29•7 

Bhopal 16 3 17 24 7 48 
7·0 1·3 7·5 IO·S 3•1 ZI•r 

Coorg 18 2 s 4 I 10 
r8•2 2·0 5·r 4•0 I•0 ro·r 

Vindhya 51 6 36 45 12 93 
Pradesh 14·0 I•6 9•9 12•3. 3•3 25·5 

Kutch' ti 8 6 17 4 •7 
10·4 7·5 5·7 I6•0 3·8 25•5 

Total 3905 1706 260 3237 5045 1760 10042 
9·3 ·4•0 0·6 7·7 , II•9 4•2 23·8 



from revenue of States- 1953-54 /'I I 
exp~n.diture of respective States are given in italics 

(Rupees in lak~s) 

Education Medkal Other Total of Industries Ci·,•il Other Total 
ru1d ' Socini 1111 and Mis- Works Items 

Public Services Social cellaneous 
Health Services . Depart-

ments 
► . 

64 247 64 375 55 174 • 153 1224 
20·2 5·2 5•2 30·6 4·5 14 ·2 12·5 

213 90 94 397 18 323 251 1376 

15'5 6·5 6•8 28•8 1·3 23•5 .18 • 2 

541 245 191 977 47 344 441 3018 

18·0 8•1 6•4 32•5 1•6 11 ·4 14•6 

1284 448 . 
., 

6753 
523 2255 ' 413 404 1007 

19·0 6·6 7·8 33'4 6• 1 6·o ' 14'9 

462 185 93 740 65 142 ·-444 2408 
,, 19·2 7 ·7 3·9 30•8 2·7 5~9 - · •.• 18•4 

197 II4 107 418 164 
' -, / ,176 !267 20 ' 

15·5 9·0 8 ·5 33•0 1°6 - < {2•9 13'.9 

386 123 286 795 14 297 303 2342 

16·5 5 •2 12•3 34•0 0°6 12·7 12·9 

523 183 II6 822 • 150 . 235 335 2326 

22 •5 7·9 5 ~6'-,_ .~ . · 35•4 ,.' · 6•5 · --·· -·10 .. z · 14·4 

323 125 122 ' 570 40 227 229 :~2.2 

21·3 8 ~ 2 8•0 3;-5 2•6 14·9 15•0 

174 90 75 339 61 181 129 1276 

I3 ·6 7 ~1 - 5'9 26•6 , 4 •8 14•2 10·1 

88· 46 36 170 12 1~4 95 643 

13·7 7•1 5·6 · 26•4 1•9 17·7 . 14•8 

246 107 93 ,'446-.. . 33 209 341 1816 

13·6 5'9 5.-J • 24·6 1·8 ..II·5 18·8 

290 154 68 512 y47 136 227 . . 1808 

16•0 8 •5 3•8 • 28•3·· .... 2·6 7 •~ 12·6 

48 • 38 218 25 106 117 _837 ' 
132 

·, 

z5·8 5•7 4•5 • 26•0 3'0 12·7 14·0 f· • 

304 104 43 451 23 230 340 . 1_434 

21•2, 7"3 • 3•0 31•5 1•.6 16•0 23 ·7 

844 361 606 l8II 99 361 1706 6300 

13•4 5 •7 9•6 .28•7 1•6 5•7 27•1 

464 469 421 1354 109 439 II56 4442 

10·4 10•6 9•4 30•4 2·5 9•9 26·p 

49 22 29 100 . 18 48 · 129 485 

10·1 4•5 6•o 20·6 3•7 9·9 26·6 
.. 7 72 9 148 

54 II .. 12 

36• 5 7'4 4"7 48·6 .. 6•I 8·1 

34 • 34 20 88 4 42 27 228 

14•9 14~9 8·8 38•6 I-8 18•4 11•8 

16 8 12 • 36 'I 20 12 -- 99 

16·2 8•1 12•1 36•4 1•0 20•2 12·1 

67 28 24 II9 
32•6 

3 61 32 365 
18•3 7"7 6·6 _o•8 16•7 8•8 

9 6 4 19 21 20 106 

8·S 5·6 3·8 17'9 .. 19·8 18·9 

6947 3065 3072 13084 1257 4287 7682 42223 
·16•4 ·7 ' 3 7·2 30•9 3·0 • 10·2 18•2 

,.... 



o t UJ o t..umposii:um, oJ e.r.pe_naiture met 

Percentages of expenditure in each category to total 

Cost of Irrigation Debt Gene.ral Other Total of 
Tax Services Adminis- Police Adminis- all 

Collec~ trati1m trative Adminis-
tion Services trative 

Services 

Andhra 227 22.8, -136 371 268 90 729 
9·2 9·2 (-) 15·0 I0·8 3·6 29·4 

Assam 129 47 IO 84 148" 35 267 
6-; 2·5 o·s 4·4 7'7 1·8 13·9 

Bihar 388 ,64 14 273 396 191 860 
9"5 f"O 0·3 6·7 9'7 4•6 21·0 

Bombay 66.? 229 143 5o6 92, 298 1725 
10·2 rs 2·2 7'7 14·1 4'4 26·2 

Hyderabad 322 83 149 100 309 So 489 
I:J•5 3·2 5·8 3·9 12·:r ]"1 19·1 

Madhya II7 ' 48 17 xo8 171 52 331 
Bharat 8·3 3'4 1·2 7'7 12·2 3'7 2]°6 

Madhya 613 72 76 228 260 84 572 
Pradesh 21·3 2•5 2·6 7·9 9·0 2·9 19·8 

Madras 418 ~37 -156 613 481 218 1312 

9•0 S"l !•--') 13·3 10·4 4'7 28·4 

Mysore ,09 60 ss 93 II6 42 251 
6·7 3'7 ?'4 5·7 7"1 2·6 15·4 

Onssa 183 46 -3 ~.x8 148 48 4l4 
12'2 J•·I (-) 14·5 9 9 J'2 27·6 

Pt":pSU 97 7 53 87 28 168 
H'J 0°8 O·l 6·2 X0•1 ]"] 19·6 

Punjab 224 II3 -56 138 305 83 526 
II"7 5·9 (-) 7·2 16·0 4'3 27•5 

Rajasthan 274 66 19 187 298 61 546 
Ij<6 3"3 0•9· 9·3 14·8 ]'O 27•1 

Saurasth:r:a 145 54 5 68 105 77 250 
12•0 4·4 0·4 5·6 8·7 6·4 20· 7 

Travancore- 133 72 -·l9 56 85 49 190 

Cochine ro· 7 s·8 (-) 4·5 6·8 4·0 15•.1 

Uttar Pra- 631 334 -J:2 545 739 276 1560 
desh 9·5 5 0 (-) 8•2 II 0 I 4·1 23·4 

West Ben- 30l 136 79 276 596 195 I067 
gal 6 2 2·8 l"7 5°7 x2-3 4·0 22·0 

Jammu and 57 14 10 35 45 IO 90 
Kashmir :l2'0 3·0 :z··I 7·4 9·5 2·1 19°0 

Pqmer IO I4 26 6 46 
6 O o·6 8·3 IS·6 3 ·6 27"5 

Bhopal 28 , 20 24 6 50 
10' 1 0•7 7·2 8·6 2·2 18°0 

Coorg 18 2 5 4 I IO 
16·2 1·8 4·5 3·6 0·9 9·0 

Vindhya 63 9, 38 44 '4 96 
Pradesfl 13·4 J· 7 8•1 9 .. , 3·0 20°4 ,. 

Kutch 16 4 6 20 s 31 
1.1"6 3"4 5·1 TJ·G· 4·2 26·3 

Total 5168 2027 196 4035 5596 1949 11580 
10•4 4•1' 0·4 8•1 lI".2 3·9 23'2 



( ' 
, 

front re1;enue of States-•--· 1954--5;-i 

€Xpenrliti.:re of respectiw States are given in italics 
(Rupct;J rn lakb~,: 

-- ------·----- .. .. ·-·----- ···-------·-·-· -· -

Ed:JCa',,m Jvkdical Olhet To~al of [ndu»tries Ci\ il Other 
and ~uual "" a;i..i i\·li , - \,\.'u1 ko, lu:!tn~ ru 1 ,11 

Publio:.: s~rvH.:e-. Sucial 1;dbr1,:ou, 

Health Sr.l"\'lCt:~ Lkpan-
meats 

--------·- ··-· -------. -- -- -----•-···· ··------·-- -------·--·-"·~-----·-,.---

449 I)8 141 '748 (6() 268 254 2.-r;~ 
18 ·; 6·4 5 I 30·2 6· (0·8 .(0·2 

.:::.66 ll,5 118 .~99 26 4':i3 487 191P. 

(i"9 6·0 6", 20,0 l 4 23•6 21'4 
t;,69 35J }:-1 1341 54 489 T/9 4oh9 

.r6 3 8·6 7 3::-8 ('-; n-6 19 • l 

1414 458 260 /132 291 388 970 6)4 ~ 
21. 6 ? ·<) 4 ( 32 • 1 4 5 5·9 14·8 

497 191 96 784 88 148 5m ;;i.--,;65 
19-4 ?' 5 3 / jO ·6 ]"4 5·8 I9·6 

22i' 129 148 504 34 182 172 qo:; 
r6·2 9 •;?. IO ' Jl ·9 2·4 r J • o l2'2 

436 126 239 Sor 18 370 356 ;,,X;H 
I.\ , { 4·4 8 4 27 9 0'6 u·9 0·4 

919 408 · 276 (603 ;•.79 411 52( 46,z5 
IY 9 8 ·8 6 " 34 7 6 •(; &·9 n·J 

343 139 140 6.!2 69 249 ~2.() 1635 
2 ( • () 8-·.5 8 38•0 4',/. 15·;; £3•4 

190 91 96 37'/ 88 .186 2lI X ~02 

V 6 6·.r 6·4 25, r 5 8 l:?.'4 :14·0 

,:23 64 42 229 14 155 r8S f:;59 
14 • 1 7·5 4" y 26 7 l ,f r8 ·O 21·9 

284 117 104 505 40 200 359 r9u 
r4 ·9 6·1 5 ·1 26·4 ~1 ' ( [(;•5 rR-,..8, 

322 192 89 603 61 196 251 2016 
16·0 9·5 4 1 29-9 J'O 9"7 n·5 

154 70 56 280 41 167 269 12 l l 

L!·J 5·B 4 6 2 i' i 3 ·4 13·8 22·2 

330 II4 69 513 '9 265 60 x.i43 
26·J 9·.2 s·t: 4' J , . 1 u·J 4·8 

960 368 545 t873 147 546 1575 66,4 
14·4 5·5 8. -i 2f/·2 , 2 8·2 .1 J. 7 

627 487 365 q.79 142 450 II74 4828 
lj•O 10 • ,( 7 ;j JO 7 3·0 9·) 24·3 

_57 26 31 Il4 17 60 II I 473 
[2· 1 5· j 6 h 24· I 3"6 12·7 2J'5 

59 12 7 78 IO 21 xfr; 
J5·3 7·;1. 4 46 '? o·6 6·o -12·6 

51 40 19 I W 6 35 47 '.278 
18·3 ,14·4 ' " .N'S 2·2 12·6 16 9 

20 8 12 4l 2 24 15 11 J 

1h'·o 7·2 IO·R 36 • o 1 ·8 :zr·-; n J 

108 33 26 167 3 84 50 
ZJ'O 7·0 5 5 35"5 o·6 17·8 ;u 0 

'1 8 6 25 22 20 I IS 
9·3 6·8 5· ( :11·2 r8·6 16·9 

~516 3705 3206 15427 1610 5358 8612 49S-':'b 
17'0 7-4 6·4 10 ·8 ]"2 10·7 17·2 



,{ju 
'1 ·' 

8 (e). Composition of expenditure met 

Percentages of expenditure in each category to total 

-- --- -------~------

Cost of General Other Total of 
Tax Debt Adminis- Adminis- all 

Callee- Trrigarion Services tration Police trative Adminis-
tion Services trative 

Services 

Andhra 2~6 247 -144 359 267 IOO 726 
9'0 8'7 (-) I:!·6 9·4 3'5 25·5 

Assam 193 97 20 104 166 39 309 
7'9 4·0 o·S 4'3 6·8 I•6 12·7 

Bihar 45o 197 47 338 421 I9I 950 
8·6 3·8 0·9 6·5 8·o • 3·6 18·1 

Bombay 886 195 183 4i8 980 298 1756 
11·9 2·6 2·5 6·4 IJ•2 3·9 23·5 

Hyderabad 245 34 179 178 302 77 557 
9'I I'3 6'7 6·6 11·2 2·9 20·7 

Madhya 124 68 28 124 206 52 382 
Bh

0
arat. 6·8 3'7 I·5 6·8 II·J 2·8 20·9 

Madhya 361 80 99 304 265 81 650 
Pradesh I2•I 2·7 3'3 10·2 8•9 2·7 21·8 

Madras 407 281 -144 447 520 212 II79 
7·6 5·2 (-) 8·3 9"7 4•0 22·0 

Mysore 155 64 83 89 121 42 252 
8·o 3'3 4·3 4·6 6·3 2•2 13·1 

Orissa 21.9 44 18 375 165 49 589 
9·6 I'9 o·8 I6•4 7·2 2•2 25·8 

Pepsu l!6 II 3 56 94 28 178 
11·3 I•O 0•3 5·5 ,·1 2·7 IJ'3 

Punjab 246 81 -20 157 335 85 577 
9'4 3'I (-) 6•o I2·8 3•2 2~·0 

Rajasthan 338 49 25 186 295 64 545 
15·0 2·2 I·l 8·3 13•1 2·8 24·2 

Saurashtra 162 82 26 So 103 82 265 
IO•J 5·2 1·7 5·1 6·6 5•2 16·6 

Travancore- l 54 83 -21 67 96 59 222 
Cochin 7·9 4'3 (-) 3•5 5·0 3•0 11 ·5 

Uttar 725 416 15 610 807 280 1697 
Pradesh ro.o 5'7 0·2 8•4 11·1 3·8 23•3 

West Ben- 424 253 152 293 682 204 1179 
gal 7·1 4•2 2·5 4·9 11·4 3•3 19·6 

Jammu~and 61 20 18 38 46 12 96 
Kashmir 11•3 3'7 3:4 7·1 8·5 2•2 I7·8 

Ajmer 13 15 27 6 .;S 
6·3 7·3 I]"2 2·9 23•4 

Bhopal 33 6 l 20 23 6 49 
8·3 1·5 O· 3 5·0 5•8 J· 5 12·3 

Coorg 22 8 6 4 II 
16·1 5·8 4·4 2•9 0•7 8·o 

Vindhya S3 6 2 4~ 55 13 IIO 
Pradesh 14•0 1·0 O•J 7·1 9·2 2•2 18·5 

Kutch 17 5 7 21 5 33 
14·5 4·3 6·o 17·9 4'3 28•2 

Total 5690 2327 570 4373 6001 1986 12360 
9·5 3•8 1•0 7•4 9·8 3•3 20-5 



Jnnn n-'V(-rn-ue Of ~',·tales-- -1!:lo:J-:->b 

expenditure of respective States are given in italics 
(Rupees m lskhs) 

·--------- ·---------

Industries 
Me~ica! Other Total of and Mis- Civil Other 

and Social all cellanP-ou-., Works Items 
Edu,;:llH'n Public Service; Socia.[ Depart- Total 

Health Services trnents 

------·- ·------- --------- ---~~-
5 r5 201 r45 861 £78 264 459 .?.847 

{8 r 7·0 5 ' 30•,2 6· J 9 > J I6 I 

392 153 184 729 4, 572 481 2441, 

I6 0 6·3 7 5 29·8 1·7 23 4 19 7 
774 566 55l 189.z 84 823 788 52'31 

LI 8 TO ·8 rn ·6 36·2 r ·6 _15, 7 15· 1 

1.592 ;84 384 2560 347 4Tl l022 7426 
2T 4 7·9 5 34·6 47 6 ·4 1:r8 

;;35 196 114 845 1,7 144 573 2694 
19 9 7·3 4· 3 31-5 4·4 5·0 2I '] 

266 211 251 728 .)9 .z36 200 182) 

14 6 11 ,6 '37 39·9 3 ·3 (2 ·9 Il'O 

:563 167 151 881 34 4?) 44° 2980 
I8 9 5·6 5• I 29·6 ( > { 14·6 14·8 

1093 438 303 1834 327 503 972 53)9 
20 4 8• { 5•8 34·3 6·1 9·4 18 • l 

367 149 156 672 67 3'9 275 1927 
19· r 7'7 8•[ 34-9 3·) r8·6 I4•3 

251 113 13T 495 I2l-i r88 604 228') 
JJ>i) 5•0 s·; 2r·7 5°6 8 • :! 26,4 

144 68 49 261 2-3 223 214 w:29 
14•0 6•6 4·b 25·4 ~'I. 21·7 :20·8 

370 145 96 6u 4:2. 21.1 860 26(8 
I4 '1 5' 5 .1 ·s 2J I (•6 8 5 jj·O 

358 266 77 701 102 (70 '~24 2254 
15·9 IJ •8 Y-4 31·1 4'5 7" 5 I4-4 

252 92 62 406 51 Z44 336 157:.? 
16°0 5·9 4·0 25-9 1' 2 rs·s 21·4 

477 166 105 748 50 345 354 1935 
24 7 8·6 5·4 38? 2·6 ('!•8 18· 1 

1023 423 549 1995 175 567 !683 7273 
14-r 5•7 7·6 2 1·4 2'4 7 ·8 23·2 

921 5:22 376 c8 r9 157 )(8 1508 6oro 
15·3 8·7 6· I 30·3 2·6 8·6 25·1 

59 28 40 127 2.'i '54 138 539 
1 l' 0 5'' 7·4 23·6 4 ·6 fO•O 25·6 

74 r6 I! 101 2 I) .i6 205 
36·r 7·8 5·4 49·3 1'0 7·3 I2 7 

S1 77 30 188 I? 42 66 397 
20·4 f9"4 J>6 47 4 1 o(".- w·6 I6·6 

23 13 12, 48 3 22 23 137 
16·S 9'5 8'i 35"0 2·;;. l6 • l .(6 ·8. 

·n8 38 37 203 73 rou 67 591 
2{ 6 6·4 6·2 34" --~ J·1J r6 ·8 Tl'] 

13 12 8 33 9 19 JI7 
~ 11·r I0·3 6·8 28-2 0·9 7? I6·2 

IQ2'JI 4644 3823 18738 204R 6531 II43Z 59696 
17·0 7·7 6? 31·4 3·6 ro·9 19·3 



Anc!f,,1. 

Assam 

Bihar 

Bombay 

Hyderabad 

Madhya Bharat 

Madhya Pradesh 

Madras 

Mysore 

Orissa 

Pepsu 

Punjab 

Rajasthan 

Saurashtra 

Travancore-Cochin 

Uttar Pradt>sh 

West Bengal 

Jammu and Kashmir 

Aimer 

Bhopal 

Coorg 

Vindhya Prade:;h 

Kutch 

Total 

9 (aJ. 'Expenditure in Scates 

Per capita figures (in 

General 
Administration 

91 
r·o 

259 
o·6 

436 
1 •.J 

97 
0·5 

96 
1·2 

183 
0·9 

746 
r· 3 

Sr 
0·9 

!22 
0·8 

47 
[• 3 

157 
I·2 

174 
I• I 

92 
2·3 

5F, 
ll" d 

488 
o·S 

2.17 
.I • ,) 

34 
o·8 

6 
0·9 

12 
1·5 

3 ,-s 
22 

o·6 
5 

o·8 

3454 
0·9 

Police 

102 

4c9 

936 

593 

159 

247 

738 

90 

137 

77 

2$8. 
' 
' ·;', - ' 

I 

uo 

63 

733 

576 

28 

21 

>4 

3 

36 

15 

5618 

I·I 

r·o 

2·6 

]·2 

2.-0 

1·2 

i;-3 

l .. ~. 

r·o 

2·2 

2·2 

I·6 

2·9 

0'7 

J.•I 

2·3 

0·6 

3·0. 

3·0 

1·5 

r·o 

2·5 

r•o 

Other Admins­
tra tive Senices. 

35 
0·4· 

195 
o· 5 

302 
o·&· 

56 
0·4: 

49 
o•6, 

75 
o- 3 

310 
o·s, 

30 
O· 3,' 

4-3 
O· J· 

27 
o·8 

So 
o·o 

54 
0·4· 

69 
r•6 

45 
o·s 

259 
0•4; 

207 
o-8: 

9 
0·2 

6 
0·9 

~ 

o·s, 

o·s 

9 
O•J-

4 
0·7 

1905 
o•s 



on selecleci services--UJD t-::>Z 

rupPes) are given in italics 
( Rupel s m lakhs) 

1otd of all Medical and Oilm Semi Total o! all 
Administn11.i,-c L'l-'HCl1 i°t•!J Jlublw J-1,·ald: 8cni,r~ Soci,:d Sc-f\'iccs 

~et\')CC> 

--- -- ·-- ---~-· ------· -----·----·-- ·-·----· --•--·-·· - ·--~ -.. ---~-. ~:• 

22/1 172 7:;, So 330 
.:·5 1 '9 O '9 I)• 9 3·7 

866 358 .201 03'; 796 
2. _( 0'9 0.) o·6 2 'O 

1674 (212 43~ 3S l 203u 
4·6 3' 1 1 I • f 5-6 

776 40\i l47 J (9 67_':, 
4. 1 2•2 o,8 o-6 ]·6 

'304 159 J04 76 339 
3·8 c.' 0 0 I• 3 o 'Y 4·:.: 

50) 293 85 ,30 5cS 
2·4 I •4 0·4 0•6 2·4 

1794 I IOI 518 45S 7.0Ti 

/ • 1 ( '9 cJ•y o·B 3 ·6 

201 285 110 123 ) l )-: 

::·2 J. 1 1·2 [ 4 5-7 

~()2 12) 68 8 I 274 
~/. l 0'9 0·5 [) s l ·9 

[j I 60 _,:.,. ·u U4 

4·3 1·7 c·y 0 6 J·2 

50.5 188 8.5 100 373 
4-0 1 ·5 0·7 o-8 J· 

469 230 !44 60 434 
J • I r·5 (). 9 0 4 2·8 

2Rr Il3 64 35 212 
6•8 2•7 I 6 0-9 ,. , 

166 :qf\ 1.16 44 401< 
I 8 2'7 I " 0') 4·4 

_{480 '743 306 485 1534 
2·3 [•2 0 5 0 • li 2-5 

rn3:_; 336 430 2.)9 102,;; 

4"1 1 ·4 1·7 ' I 4-2 

71 41 !9 27 8" 
1·6 0·9 0 .5 o 6 2•t) 

33 46 7 9 62 

4·8 6·6 I·O 
' J 8 9 

43 14 IO " J5 
5 4 1 '7 r·J ' 4 4-4 

7 7 7 ro 24 

3·5 J • 5 3 j .5,0 72•(1 

67 44 HJ 7 60 
,-9 r ·2 O•J [) 2 I• 

24 7 4 l J4 
4-0 I• 1 0"7 O ·j 2-3 

10977 6190 2980 :;,759 u929 
3·0 1·7 v•x ,) ,s 3-3 



.· tt4 9 (b). Expenditure in States . / ·,. __ 
Per capita figures (in 

General Other 
Administration Police Administrative 

Services 

Andhra 

Assam 72 112 35 
o•8 I•2 0·4 

Bihar 221 375 193 I 
o•6 0·9 O· 5 

Bombay 469 912 316 
I•3 2·5 0•9 

Hyderabad 96 398 81 
0•5 2'1 J·~ 

l\ladhya Bharat 97 157 49 
1·2 2·0 o·6 

Madhya Pradesh 184 257 77 
0•9 1·2 0•3 

Madras 724 717 327 
I•J 1·2 o•6 

Mysore 75 106 34 
o·B ,-2 0·4 

Orissa 120 140 45 
o•B r·o O·J 

Pcpsu 53 So 29 
,. 5 2'] o•B 

Pt::1jab 164 277 So 
I·] 2·2 0·6 

Rajas than 159 275 55 
I•O ,-8 0•4 

Saurashtra 84 132 70 
2•0 ]'2 I'7 

Travancon:-Cochin 49 78 46 
0•5 o·B 0•5 

Utt~r Pradesh 606 716 271 
I•O I'I 0•4 

West Her.gal 252 5iI 189 
I•O 2·3 o·B 

J ammu and Kashmir 31 28 9 
o·8 ._ o·6 0•2 

Ajmcr 13 23 6 
I·8 3'3 0·9 

Bh0pal Io 24 7 
2•0 3·0 0·9 

(lu<Jrg 5 3 
2·5 ,-5 0•5 

Vindhya Pradesh 28 37 I I 
o·8 I•O O·J 

Kutch 5 16 -l 
o·B 2•7 0-7 

T0'..1 ~526 5434 1935 
I•O 1·5 0•5 

-- ------ -



on :,·elected services-1952-53 

rupees) are given in italics 
(Rupees in JJkhs) 

Total of .ill 
\c.lrninis,Lrall\ c: 

i\iedical and Other Suual Total of a1l 
EJuc::itiun Public H~:J..lth Servi.:_::~ Social Serviu.:s 

Services 

;:? 19 I~] ~-s 81 346 
., . 4 2·1 o·8 0 9 3·8 

7::S9 431 221 167 S19 
2·0 l•I 0•5 o·-1 2·0 

1697 1312 423 365 2100 

4'i 3·6 1·2 1 ·o 5·8 

s-:s .p4 1:,3 96 673 
J• I 2·3 o·S 0·5 3·6 

:;c3 174 1!5 95 384 
3·ii 2·2 1"./ I•:J -1·8 

51 b 319 92 150 561 
2•4 1•5 0·4 0"7 2·6 

l '/6.S u96 5,6 391 2173 
]• l 2·1 l•O o· 7 3 8 

2 r 5 317 115 123 555 
~·. -1- 3'5 1·3 J•3 o I 

3C; 5 148 79 00 3c;--
,:; • 1 l·O 0·5 o-6 2·z 

.;:6.::: ·6 '• 35 [45 
rfi .:•2 1•0 J·() -1·2 

521 202 91 105 398 
4•1 1·6 0"7 0·8 ]'I 

4,.9 259 139 59 -157 
]· 1·7 0·9 0·4 3·0 

2S6 II8 5'5 35 2C0 
6·9 2•9 1•3 • 0·9 5·1 

171 291 ~ ~·~ 45 ./37 
1·8 l. 1 1·1 0·5 4· 7 

1593 7S4 345 482 I6JI 
2· 5 1·2 o·6 0·8 2 6 

rorz JOI -1-r8 262 1071 
.; • I 1·6 1·7 1 • l ./ ./ 

71 43 20 25 b~ 
1·6 1 ·0 0·4 0·6 2·0 

" ~ I 9 67 .. 
6•o 7·3 1·3 I ·o 9·6 

47 22 21 26 69 
_c· 9 2·8 2·6 l.-' 8·6 

0 7 6 12 25 
• 4 • . ' 3·5 3·0 6·o !2 5 

·c 53 20 I~) ').":'. 

I· 5 o·6 0 ·5 2 6 
~ IS 

['./ o·8 

roS95 GS13 3126 :-cir.~ r :::G'.J..j. 
0 1·9 o·o ()•..., 



sou 

I ift 
9 (c). Expenditure in States 

Per capita figures (in 

General Other 
Administration Police Administrative 

Services 

Andina (al 154 107 36 
1·4 1-0 0·4 

Assam 73 140 36 
o•8 1•6 0-4 ~ 

• Bihar 227 381 191 
o•6 0•9 0·5 

Bombay 458 899 306 
1•3 2•5 0•8 

Hyderabad 97 325 77 
0•5 1·8 0·4 

A1adhya Bharat 10.5 169 50 
1•3 2•1 o•6, 

Madhya Prade~h 210 245 79 
1•0 I"l •·4 

l\1adras (a) 205 203 107. 
1·2 1•2 0·6-

Mysore 84 113 40 
0·9 l•I 0·4 

Orissa 149 145 45 
l·O l•O 0-3· 

Pepsu 52 88 29 
1·5 2•5 0•8" 

Punjab 140 294 87 
1"1 2·3 o·r 

Rajas than 170 303 57 
1"1 2·0 0·4 

Saurashtra j 80 108 65 
2·0 2•6 1•6· 

Travancore'-Cochin 56 81 48 
o·6 0·9 0·5 

Utta(Pradesh 6II 705 272 
I•O l"l 0'4' 

West Bengal 256 584 195 
l•O 2•1 0·8 

J ammu and Kashmir 33 40 IO 
o·8 0·9 0·2 

Ajmer 13 25 ~ 
1·9 3•6 o·B· 

Bhopal 17 24 7 
2"I J.o 0·9• 

Coorg 5 4 
2·5 2·0 0·5 

Vindhya Pradesh 36 45 12 
l•O I·3 0•3 

Kutch 6 17 4 
I•O 2·8 0•7 

Total 3237 5045 1760 
I•O r•5 o:s 



() Tl .seLecr:eu s ervic.:eo;-•- .Lt!.J.)-V'i. <r -.-

rupees) are given lil italics 

){upec~ ;: . 1.ikhs; 
---------- - -----·---------- _____ " ____ --·· ----- --

'1\JU.l uf all .Vkc.li<..al anc.l Uther Social ,_,1 '-'f .111 
--"AJmmstrauve Edu..::atiun Public lkalth Scrv1-:es :,,A.Jc1l :- ,·1 \ JCCS 

S..:rvic-:s 

297 247 64 l>.j 3; 
2 8 2·4 0·6 u-6 ·6 

~-i9 213 90 U4 
2 8 2 4 1 • 0 1 ·o -I -I 

799 541 245 19 I 'JI---: 
:!•Q I ·J u·6 0·5 ·-1 

1063 r2d4 44-8 'CJ 22::~ 
4·6 3 6 1 ·2 r-5 6-3 

.\99 -162 105 Y3 -;- 40 
~'. 7 2·5 1'0 0·5 4·0 

324 r97 114 107 41\ 
4·0 2·5 I.-/ I·] 2 

53-l 3:S6 12.3 2c:i6 /'-)';, 
2· 5 1 • 8 o·6 1-3 3·7 

5 r 5 523 rS3 116 S22 
J·O 3·0 I ·O o·6 4·6 

23-:7 323 1::5 122 5-,::; 
2 ·._J 3. J I, J I· 2 - -;,_; - 339 I 74 90 ] ? I 
2·3 1 • 2 o·6 0·5 ] 

:69 :-;s 46 36 I':"'-J 
-/ ·S 2·5 1 '3 1·1 -/ ·9 

52r 2---1-6 107 93 4 .. j.f) 
4·I -o o·B o· 7 

53c, 290 154 63 5 I 2 

3'5 1. 9 [ • 0 0·4 j•] 

253 132 48 JS 2 I ·s 
6·2 ] 2 I· 2 0-9 5· J 

185 304 104 43 451 
-'•Q J 3 I·l 0·5 -1'9 

r5S:,; 044 361 6c6 18 I 1 
2· 5 I - j o-6 J•O -- -9 

IO}) -1-64 469 --1-2 r 13~-+ 
-1·1 I -9 ['9 1·7 5·5 

83 49 22 29 ICO 

1 ·9 1 1 n-5 0·7 2·3 

H 54 I I 7 -
6 • J 7 7 r • 6 1 ·o IO 3 

4·1 34 34 20 ss 
6 ·o 4-2 -1· .l 2-5 J 1 • 0 

IO 16 8 12 36 • s·o 8·0 4·0 6·0 18-0 

93 67 28 24 I 19 
2-6 1 • 8 o·8 0·7 3·3 

27 9 6 4 19 
4-5 T'S 1 • 0 0•7 3-2 

10042 6947 3065 3072 13084 
f ,o 2-0 0·9 0·9 3·8 



1~3 
9 ( d). Expenditure in States 

Per capita figures (in 

General Other 
Administration Police Administrative 

Services -

Andhra 371 268 90 
1°8 1' 3 0·5 

Assam 84 148 35 
0·9 1•7 0·4 

Bihar 273 396 19::i: 
0•7 l•O 0·4 

Bombay 506 921 298 
1•4 2°6 0·8 

Hyderabad 100 309 80 
0•5 1•7 0·4 

Madhya Bharat 108 171 52 
1•3 2°1 0·7 

Madh:,1a Pradesh 228 260 84 
1•1 1°2 0·4 

Madras 613 481 218 
1•7 1'4 o·6 

Mysore 93 n6 42 
0•9 1•2 0·4 

Orissa 218 148 48 
1·5 1•0 0·3" 

Pepsu 53 87 28 
1·5 2·5 o·8 

Punjab 138 305 83 
I'l 2•4 0•7 

Rajasthan 187 298 61 
1·2 2•0 0·4 

Saurashtra 68 105 77 
1°6 2·6 1·9 

Travancore-Cochin 56 85 49 
o•6 0·9 0•5 

Uttar Pradesh 545 739 276 
0•9 1'2 0·4 

West Bengal 27~ 596 195 
1·1 2·4 0°8 

J ammu and Kashmir 35 45 IO 
0·8 1'0 0·2 

Ajmer 14 26 6 
2°0 3'7 0•9 

Bhopal 20 24 6 
2·5 3•0 o•B 

Coorg 5 4 l 

2·5 2•0 0•5-
Vindhya Pradesh 38 44 14 

1'1 1·2 0•4 

Kutch 6 20 5 
l•O 3'3 "' 0·9 

Total 4035. 5596 1949 0·5 
1'1 I·6 



())! :;el.ected serv ices•---1954-55. i ':;....:.1 

rupees) are given in italics. 
;Rup~es _ iri '.,J;,l;s) 

Tot:ll of all Medical anJ Other T\1ta! c>f :.di 
Administrative ELius.:atiun Public Health Social Scn:ic'-·s Social~ Sc::'. i'-°<-:~ 

J Services 

729 -149 I5~ qr /.f"\ 
3·6 2'2 o·S O· 7 3 • 7 

267 266 II) I 18 499 
J ·0 2'9 [• 3 I.] 5·5 

860 669 35 I 3z1 13-+1 
2•1 1·6 0·9 o-8 J'J 

1725 14I4 45::i :,60 2132 
4·8 3'9 r· 3 G· 7 5 9_ 

4:l9 497 191 96 7~-t 
2•6 2•7 1 •0 0·5 4"2 

33 1 227 129 q8 5o4 
4·r 2•8 [•6 1-9 6·3 

572 436 126 239 801 
2•7 J•J o·6 1•1 1·8 

l 312 919 408 :'.76 1603 
3"7 2"6 l•l o·8 4"5 

251 343 139 qo 622 
2-5 ]· 5 I•4 r·4 6·} 

4l4 190 91 96 3,, ~ " 2·8 I• J 0•6 0•7 2•6 
168 123 64 42 229 

4•8 3"5 [•8 ["2 6·5 
526 284 II7 !04 5o5 

4•2 2·3 0•9 o•8 4·0 
546 322 192 89 603 

3·6 2• 1 [•2 o·6 3·9 
250 154 70 56 280 

6•I 1·8 I·7 r· 3 6 ·8 
190 310 Il4 69 513 

2·0 1·6 [•2 0·7 s • s 
1560 960 368 5~5 1873 

2 • t l. 5 0•6 0·9 J"O 
1067 627 487 365 1479 

4., 2·5 2•0 [• 5 6•o 

90 57 26 JI Il4 
2·0 l"] 0•6 0·7 .J • 6 

46 59 12 7 7S 
6·6 8·4 1•7 r·o II• I 

50 .\I 40 19 IIO 
6· 3 6 4 s·o 2·4 13•8 

IO 20 8 12 40 
5·0 In·o 4·0 6·o 20•0 

96 108 33 26 167 
2·7 3-0 0•9 0·7 4•6 

11 11 8 6 25 
5·2 1 9 1•3 1·0 4 2 

l l: ',o 8516 3705 3206 15427 
'' 2 2 4 l·0 0·9 4"3 

--~· - --··--- --.. ···--------- - ... ·----------- -



I 'IC' 
9 ( e). Expenditure in States 

Per capita figures (in 

General Other 
Administration Police Administrative 

Services ...._ 

.Andhra 359 261 100 
.r·7 I•3 0·5 

_Assam· 104 166 39 
I"2 I 0 8 0•4 

Bihar 338 421 191 
o·8 I'I o•s 

Bombay 478 980 298 
z·3 2·7 o·8 

Hyderabad 178 302 77 
r•o 1·6 0·4 

Madhya Bha,at 124 206 52 
r·6 2·6 o•6 

.Madhya Pradesh 304 265 81 
1•4 • [•2 0·4 

Madras 447 520 212 
1·2 I"5 o·6 

Mysore 89 121 42 
0·9 ~-2 0·4 

·Orissa 375 165 49 
2·6 ,., 0·3 

_Pcpsu 56 94 28 
I•6 2•7 o•8 

Punjab 157 335 85 
I'2 2·7 0•7 

Rajasthan 186 295 64 
1·2 2°0 0·4 

Saurashtra So 103 82 
2•0 2•5 2·0 

Travancore-Cochin 67 96 59 
0•7 I•O 0·6 

•Uttar Pradesh 610 807 280 
I•O I•3 0•4 

West Bengal 293 682 204 
1·2 2•7 0•8 

Jammu and Kashmir 38 46 12 
0•9 I•O 0•3 

Ajmer 15 27 6 
2•,I 3•9 0,9 

:BhopaJ 20 23 6 
2•5 2•9 0•7 

•G:oorg 6 4 J 
3•0 2•0 0\5 

Vindhya Pradesh 42 55 13 
I•2 r•s 0•4 

·.Kutch 7 21 5 
I·:;.~ 3·5 o,a 

Total 4373 6001 1986 
I•l.' 1"7 0'6 



lie i, e<.: i c: u, 
:>e U l L t. .:,-J.. :JJJ- tJ 

() lb o-iv,-. :. in itr· 1ics. 
ees) are b 

ruP ( '?.uc . -~ • ns) 
- · . - -

✓---- 1 ,\ ~ l ic;il an , . Tor:._, ,ll 
fotal of a! . 

. l .; r 

dJt1ini .s era n" e 
Education Pul) ': ; H t!alth s~"' .i ::.:i _::vice.; S ;c i.ii ~ :nri .::es 

;,. services 

515 201 q5 86 r 
1z6 

3'5 2 ·5 r · o O•i 4 .;: 

309 
392 153 18 '+ 729 

3"4 4 ·4 r·7 ;? •O 8 · I 

95o 
774 566 552 1892 

2 ·4 I •9 I•4 1·4 4 ·7 

1156 1592 584 384 2560 
4·8 4·4 I ·6 I·I, J•I 

·557 535 196 II4 345 
3 •0 2·9 I·O o•6. 4 ·5 

38z 266 2II 251 728 
4·8 3 · 3 2"7 J · I 9·I 

•650 563 167 :· l 151 88r 
3·0 2·6 o ·8 0 ·7 4·1 . 

438 1834 :II79 1093 303 - ~ 
3•3 3·I I ·2 0·9 5·2 - , 

~ 

.252 367 149 156 672 
2·5 3·7 I ·J 1 ·6 6 ·8 

:589 251 II3 131 495 
4 ·0 1 · 7 o ·8 0 ·9 3·4 

i;8 144 68 49 261 
5·I 4· 1 2 · 0 1 ·4 7·5 

'577 370 r45 96 6II 
4·6 2 ·9 I · I o ·8 4·8 

545 358 266 77 701 
3·6 2 •3 1 · 8 0·5 4 _·6 

165 252 92 62 406 
6· 5 6 •2 2 · 2 I·S 9·9 

2 22 477 166 105 748 ..... . . 
- -

2 ·3 5 · 1 1 · 8 I • I 8·o 

1697 1023 423 549 1995 
2"7 1·6 0 · 7 0 · 9 3·2 

II79 921 522 376 1819 
4"7 3"7 2· I r·s 7·3 

96 59 28 4 0 127 
. 2 · 2 1 · 4 o · 6 0 · 9 2 . ) 

48 74 16 II IOI 
6· 9 I0 •6 2 ·3 r ·6 14 · 5 

49 81 77 30 188 
6 · r I0·I 9 · 6 3 ·8 2J• ;i 

II 23 13 I2 48 
5·5 II ·5 6 ·5 6 ·0 24 ·0 

lio 128 38 37 203 
3· I 3 ·6 r · o r ·o 5 ·6 

33 13 12 8 33 
s ·5 2· 2 2 .,0 r·3 5-5 

10271 4644 3823 18738 
3 •5 2 •9 I •J I· O 5· 2 





''1..;) 
through devolution 10. Resources trr.tns.fe·tred fro·m Union to States 

of reven-ue and grants. 

(As shown in Union budgets) 
(Rupee, in lakhs) 

·----------- -- ------- - - --- -----· _______ _, .----

i95[-)Z 1952-sJ 1953-54 1954-5.5 1955-56 

·----
~ hare of Income Tax 5;•,,86 56198 57il9 55,95 55,16 

Share of Union Excise Duties 16,83 15,5.5 15,u 16J.57 

frtants Under Articles--
_f;,73 (,85 3,15 3,15 3, 15 3,15 

275 2,28 6i77 8,80 10,51 12,12 

278 13,IJ 9,:25 9,05 9,00 9,00 

Grants Under Artick 282 

Rehabilitation Grants 9,08 6124 .5,84 5i49 9,57 

Grow More Food Grants] 2,46 3,37 3,84 (l88 1,99 

Grants for Community Pro-
jects, National Extension 
Service and Local 
Development Works . 50 3,31 8,89 14,8.:; 

Other Grants j 46 8109 13,18 30,18 49,18 

Transfer from Centra] Road 
Fund 2,96 2 1z2 2,65 4~25 3,85 

Total 85112 1,13,40 1,22,66 1,44,41 ,,75,44 



Andhra 

Assam 

Bihar-

Bombay 

Flyjerabad 

Madhya Bharat 

\ fadhya Pradesh 

\,laJns 

\lysore 

Oris,a 

Pepsu 

f'un1ab 

Rajasthan 

Saura:ihtra 

Tra,·ancore-Cochio 

U ttar Pradesh~ 

"'X"est Bengal 

Jammu and Kashmir 

AJmer" • 
Bhopal • 
Coori 

Vi xlrJyr1 Pradesh 

t:znch 

·:1ted sums or 
··;nents.' 

Total 

------~-

' -1,. 
11 (a), Resotlrces transferred from Union to State• 

Share of 
lncon1e 

Tax 

1)57 

6,~4 

I0,99 

6 

3,r4 

9,15 

l,57 

IS 

2,88 

I3 

9,42 

7)06 

zo 

52,86 

Grant~ undt! 
Share of --------------------
Unilln 
Excise 
Duties 

Article 
•73 

40 

35 

5 

1,05 

r,85 

General 
Grant/! .. 
in-aid 

30 

40 

70 

Articlr- 27,5 

Grant!. 
~ under 
(-provisos 

69 

IS 

•• 
4 

~4 

u 

4 

.. 
30 

.. 

' 

2 

IJ 

r,58 

,T~,,_.-,. <::+ .. +,,_ .... ,;~,. fini,T"f'<: "'' frnm ~tiite 

Artic.:lt: 
271 

4 

't14 q, 

t,IO 

.. 
55 

3,45 

-
3,00 

3,63 

49 

-
-

(-) 58 

13,17 

"Audp;ets, 



I I_) 
tnrouyh devolution of revenue and grants--1951-.52. 

Grants under Article 282 

-----------------------
Rehabilita, 

tion 
GrnntS: 

II 

I9 

14 

-
" 

35 

9,os 

Grow More 
IF'oodf 

dranrn 

5 

5 

l9 

53 

59 

12 

26 

(--) I3 

Grants for Other 
Cnmmunit,·~· t Grnnts 
P-1:ojecte, 
N"ationai 
Extension 
Service 
:rnd Loca', 
fk.relopment 
Works 

>9 

1,7~ 

65 

96. 

15 

I 

5 

5 

57 

5 

I 

while totals are from UniQD buds-et. 

Transfer 
from 

Central 
Ro,id 

f Fund 

32 

27 

27 

'° 
8 

• 
23 

2 

23 

I 

63 

4, 

27 

(Rupees in lakh,J 

Towl 

3,~2 

9,06 

I 
13,34 

2.,36 

33 

4,00 

10,46 

" 3.,9:~ 

"'2,93 

34 

3,37 

19 

3,05 

,.. 3,63 

10,97 

9,34 

I 

2 



196c ,9 
from Union to States 11 (b). Resources transferred 

------
Grants under 

Share; of Share., of 
Income Union 

Tax ; Excise Article Article 275 Article 
Duties 273 278 

General Grants 
Grants- under 
in-aid provisos 

Andhra 

Assam 1,39 46 7S 1,00 69 

Bihar 5,99 2)04 7S 17 

Bombay 10,67 1,82 8 

Hyderabad 2,47 95 6 

Madhya Bharat 96 40 8 

Madhya Pradesh 3,19 1,08 17 

Madras 9,42 2,89 9 

.\,iysore 40 3,45 

Oris-;a 2,oR 74 rs 75 22 

Pepsu 41 

Punjab 2,06 64 1,25 2 

Rajasthan 1,92 77 ' Saurashtra 40 2,75 

Travancore-Cochin 45 3,0, 

Uttar Pradesh 9,56 3,20 

Weit Bengal 6,86 1,26 1,50 80 

Jam.mu and Kashmir 

Ajmer 

llhopal 

C::oorg 

Yindhya Pradesh 

Kutch 

Unallocated sums or 
adjustments. 

58 r3 (-)4 

Total 56,98 16,83 3,IS 5,18 I,59 9,25 

,._,.,..,....., ,::,,._ .. _ -·:~~ f::-·-~~ """ t'--- c- .. _ .. _ \..., -"--·~ ·~·t..:t.., ._,...,,_ 



ihro-ugh de·i>olution of reve 0,ue a,i,,t qrnnts--1952-53, 

Grants under Artkk 28i 

Rehabihta-
t1or1 

Grant~ 

3 

'3 

,~ 
'1 

2 

2 

5,69 

6,24 

Grow 
More 
Food 
Grn.nts 

.13 

76 

-a) 

" 
4 

3 

53 

4 

3 

6 

27 

3 

1,06 

3,37 

au fro:n Union budget. 

Grants for 
Co:rnmuaitv 
PrQje1,,.---ci,:, • 
National Ex~• 
tension Service 
and Local 
Development 

Works 

9 

, 
'I 

1 

'I 

:l 

7 

• 
' 
l 

17 

H 

3 

(-) 37 

~o 

Other 
err an cs 

10 

2~ 

l 10I) 

2( 

rn 

'2 

58 

3 

4 

14 

22 

• 
68 

3 

1,64 

l,05 

' 

x,89 

8,09 

Transfer 
from 
Central 
Road 
Fund 

IJ32 

16 

33 

4 

$4 

{ 

• 
22 

17 

,s 
13 

23 

3• 

t 

(,-) I,49 

2,:12 

(Rupees in lakbs) 

5,95 

10_,19 

1~,17 

3,76 

1161 

4,H 

13,59 

3,89 

4,S8 

SI 

4,29 

3,"9 

3 62 

3,70 

14,22 

n,23 

1,66 

1,06 

7 
, 

7,4$ 

1,13,40 



l~ll 

ll(c). 
N8 

Resources transferred. from Union to States 

Grants under 

ShareJ of Share~ of Article Article 275 Article 
Income Union 273 278 
Tax Excise 

Duties 
General Grants; 
Grants- under 
in-aid proviios. 

Andhra 1,76 46 g 
Asgam. 1,40 43 75 1,00 r,15 
Bihar 6,03 1,93 75 41 22 
Bombay 10,76 1,72 13 
Hyderabad 2,50 90 20 3 
Madhya Bharat 97 38 9 7 
Madhya Pradesh 3,21 1,05 25 20 
Madras 3,07 81 l 
Mysore 7 2 40 l 3,46 
Orissa 2,09 72 15 9I 22 
Pepsu 42 34 5 -l'unj:.1b 2,08 61 I,39 5 -t~ __ 1j;1s1 h,111 I ,')4 73 20 4 -uULl::dnr.l 40 2,75 
T rav.incure-C, Jchi1, 45 2,80 

Ultar PraJ..:sh 9,64 J,o: 
West Bengal 6,92 1,19 1,50 80 (0 

Jammu and Kashmir 
Ajmer 
Bhopal 
Coorg -Vindh}'a Pradesh 
Kutch -Unallocated sums, 

transfers to the 
4,43 1,23 :-) 7 4 

composite State of 
Madras for the 
fir:a six months of 
t~ year or ad-
ustments. 

Total 1 57,29 15,55 r 3,rs 6,55 ~- :1,25 9,05 

NoTE.-Statewise f'iiures are from State budgets, \Vhile totals are from Union 



► 

through devolution of re1,en11,e lJJ grants- 1953-54, 

(Rupees in lakhsJ 

Grants under Article .z8.z 

Rehabilita~ · Grow Grants for Other Transfer tion More Community G rants from Grants Food Projects, Central Total 
Gra..ntis National Ex~ Road 

tension Service :Fund 
and Local 
Development 

Works 

2X 15 10 2,76 
4 18 17 I,09 6,2::: 

Q O 15 34 1,18 13 II,I4 
• .• 30 21 1,81 73 15..66 

15 I 9 3,88 
2 33 4 i,90 

3 8 32 19 IO 5,43 
0 . 15 20 3 4,27 

s 9 4 IS 4,29 
12 IO 4 4,35 
• 0 .6 15 7 I,09 

7 2 39 14 4,7.5 
12 48 29 3,80 

26 6 8 3,56 
8 2 IO 3,45 

41 0 0 96 77 21 15,02 
33 II 12 32 13 n,52 

00 Y -~: .. 
2 I 1,12 I,IS 

6 92 6 1,04 
• 0 I I 4 00 6 
X O 0 .. 2,20 • 0 2.,21 .. 0 0 ~-

4,,9 2,47 ·(-) 27 3,15 (- J 85 15,12 

3,31 :r3,18 

. budiet. 



""" 1...-c 
11 (d). Resources transferred from Union to States 

Grants under 
Share of Share of 
Income Union 

Tax Excise 
Duties Article Article "275 A:rticle 

273 078 

General Grants 
Grants- under 
in-aid provisos 

Andhra 3}26 96 I2 

Assam I,33 42 7S l,00 1,79 

Biluu: 5,79 1,87 7S ss 31 

Bombay 10,39 1,68 28 

Hyderabad 2,67 87 27 I 

Madhya Bharat 1,04 37 9 I6 

Madhya. Pradesh 3,12 99 33 28 

:\laJras • 'i7 T,6i 2 

'.i v, .. :;rc i2. ·'° 3,45 

• 'I~- ,,1; ., /-. ·i·· 'l 

P·..::psu 15 !() 6 

Punjab I-93 ,9 1,44 4 

Rajasthan 2,08 71 26 I6 

Sauraahtra 40 I 2,75 

Travancore--Cochln 4S I 2,80 

Uttar Pradesh 9,3l 2,9, 

West Bengal 6,6~ 1,16 1,.50 80 u 

J ammu and Kashmir 

Ajmor 

Bhopal 

Coorir 

Virldhya Prsdelh 

Kutch 

Unallocated sums or (-) l (-) l 3 (-)19 
adjustments 

Total 5S,95 15,11 3,15 7,05 3,46 9,00 

NoT:e.-State wise figures are from State budgets, while 



iu1 
_l •i I 

,~rough, 
devolution of revenue and grants- 1954-55. 

(Rupees in lakhs) 

Grants under Article 282 

Transfer 
~ Grow Grants for Other from babihte.· More Community Grants Central Total ie tioO Food Projects, Road· 

arant9 Grants National Fund 
Extension 

Service and 
Local Develop-

ment Works 

24 40 9· 5,07 

7 25 12 83 6,56 

18 1,13 4,06 23 14,87 

II 72 64 1,74 15,56 

22 37 ,; 16 4,57 

6 3-4 82 15 3,03 

3 59 61 13 6,13 

69 90 37 9,32 

4 24 6 I7 4,53 

) ' , 39 6 5,.S3 ·~ .... 

10 36 IO 1,23 

:.o 6 2 56 26 5,84 

41 2,30 38 6,30 

.. 19 1,74 13 5,22 

12 8 7 3,53 

1,41 1,77 21 16,10 

30 72 1,17 78 13,.,2 

2,42 2,4.2 

' 1,10 1,07 ' 2 I I 

2 1,43 1,4., 

.. 2 9 I 16 

I 1,34 I 1,36 .. 
. . 

4>43 64 27 7,38 (-) 1,63 10,91 

5,49 1,88 8,89 30,18 4,25 1,44,41 

Union budget. 



ll(e) . 
~ 

Res-ources transferred from Union to Stat~ 
-- -----·· 

Grants ----under 
Share of Share of 
Income Union 
Tax Excise Article Article 275 

Dutie1a 273 Article 
General Grants 278 

G:rant11~ Under( 
in-aidf provisos 

Andhra 3,2! :r.,05 .. 0 0 13 , . 
Assam.1 1,32 46 75 I»OO 2,07 

Bihar 5,71 2,05 75 69 45 

Bombay 10,24 1,84 • 0 ~ 9 28 

H yderabad 2,63 95 0 0 33 3 .. 
Madhya Bharat 1,03 41 IS -9 O o 

Madhya Pradesh 3,07 1,09 42 34 0 0 

Madras 5,60 x,83 0 0 . " 2 .. 
ysore 12 4 40 I 3,45 

Orissa "'·2,17 75 IS x,02 49 0 0 

Pepsu 44 18 0 0 8 9 ""' 

Punjab x,90 65 0 (0 :x,48 6 '" ' 

Rajasthan 0 2.,05 78 ... 33 6 .. 
Saurashtra 00 00 0 <> 40 3 2,75 

T ravancore-Cochin 00 00 .. 45 2 ~,so 

U tla;rPradesh 9,22 3,23 • 0 "' .. • • .. 
West Bengal S,58 x;.2.7 x,so 80 16 

J a~ u and Kashmir 00 .. 0 • 

Ajmcr 0 0 , 0 0 o 0 oa .. 0. 

Bhopal 0 0 00 0 0 0 0 .. oO 

Coorg . 00 00 • 0 0 0 .. O 0 

Vin<l:hya Pradesh • 0 • 0 0 0 .. .. 
,- , 

Kutch 0 0 0 0 
0 • 

0 0 

U nallocated sums o:r t~) r3 (~) I r24 0 • 

0. 

adjustments. 
I 

p# :' 

Total 55,16 16,57 3,15 7,SS 4,57 - ~ 9,00 --N0TE.-Statewise figures obtained fr.om S~te Ac~o1U1taJ2 



~UJ 

of 
lC5 

devolution revenue and grants-1955-56. 
111
g/i (Rupees in lakhs) 

-----. -----
/ -· Grants under Article 2 82 

Transfer 
~ Grow Grants for Other from 
biJ1r3• More Commu:1ity Grants Central Total 
on Fvod Projects, Road ti 
inrs Grants National , Fund 

(Extension 
Service and 

Local Develop-
rnent > 

J ... . •. 
Works 

,,..,.---

J2 72 JI 5,54 

42 r,48 .. 78 8,28 

33 r,ro 2,65 2I 13,94 

98 2,63 l,42 17,39 

76~ 44 5,r4 

20 98 8 2,94 

87 1,92 7,71 

I ,75 2,48 1 r,68 

6 JI 22 4,61 

7 ,6 2,62 x - ,G I 

29 83 I,9 I 

9 75 1,69 6,62 

32 - :.:,04 '- 23 4,81 

2 21 ; ·2,23 5 5,69 

I 28 66 ~- 4,22 

2,67 3,08 27 r8,47 

~o 
70 3,46 53 15,50 

7 
4 2,56 2,67 .. 
8 1,78 r,86 

.. II :·2,34 3 2,48 

I 6 6 2 IS 

I 16 2,22 I 2,41 

.. 
1!,73 
"· 1,48 : r,51 II,50 14 ~23,51 

·------9,57 

~

I 99 14,85 I 49,18 3,85 r,75,44 
\ ~ : 
~

1 \Vhiie t - ----
otals are from Union budget. 
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lC'17· 
ll Budget estimates of revenue and expenditure of States for 

1957 .. 53_ 

Total Per 
Revenue Capita 

Andhra Pradesh 52,90 16·9 

As:am 23,79 26·4 

Bihar 43,45 (b) 11·2 

Bombay 1,09,35 22"6 

Kerala 27,90 (ti) 20•/ 

Madhya Pradesh 50,66 (a) 19·4 

Madras 57,86 (a) 19·3 

Mysore 37,16 r9·2 

Orissa 21,89 (a) 15·0 

Punjab 39,36 (h) z4·4 

Rajasthan 29,31 (,1) 18·3 

Uttar Pradesh :--;;9,30 ,:i)) rrr ,. 
Wdt Bengal 59,h4 7 

Jamrnu and K.1shmir 7',66 ( ,1) r:· I 

Tot'.ll 6,50,23 18·2 

(a) Includes effect of proposals for additional taxation. 
(b) Does not include effect of budget proposals. 

(Rupees in lakhs) 

Total Per 
Expenditure Capita 

57,18 I8·J 

28}36 11·5 

66,57 17·1 

1,03,44 21 •4 

29,86 22•I 

53,39 20·5 

60,46 20•2 

44,97 23·Z 

24,60 16•8 

41,97 26.1 

.P,82 19·9 

93,2 4 11·8 

i:=;:-::,2.9 ::6-o 

'1,8 I 20·0 

7,12,96 20·0 

Norn.-Revenue includes provision en the basis of interirn recorr.menditions 
of Finance Commission and Central grants. 



-y;if. 
13. Revenue from Union Duties 

Excise Duty on 

M,)tor Spirit . 
Kerosene 
Silver 
Sugar 
.\.1.atches 

Steel Ingots 
Tyres 
Tobacco 
Vegetable Products 
Coffee 
Tea 
Cott.:i.n Cloth 
Artificial Silk 
Cement 
Footwear 
Soap 
Woollen Fabrics 
Electric Fans 
Electric Bulbs 
Electric Batteries 
Paper 
Paints and Varnishes 
Vegetable N on•essentia1 Otis 
Refined Diesel Oils and Vapourising Oils 
Industrial Fuel Oils • • 

(Diesel Oil and Furnancc Oil). 
Rayon and Synthetic Fibres and Yarn 
Motor Cars 
Coal Cess 
Cess on Copra . • 
Cess on Oils and Oil Seeds 
Miscellaneous 

ToTAL-Gross Revenue 

• 
• 

Dedt ~t-Refunds and drawbacks 

Total 

• 

1949-50 

I,41 I,73 
20 2> 

6,47 7,34 
7,30 7,57 

46 Iii- 52 
1,98 3,57 

25,46 28,23 

1,96 2,28 

49 so 
3,66 2,54 

87 12,33 

• 

• 

1,02 I,32 

33 

68,48 

~ -1,01 

(Source : 



of Krcise--LHB-49 to 1957-58. 
)t:7 

,Rupet.:s i;1 bkhs) 
------ -------- - -------------~ 

1,50-51 1951-52 1952-53 1953-54 1954-55 1955-56 19,6-<; 1957-5R 
-" 

Rcvi•t:<l BudgL-r 

2,08 2,07 2,IJ 2,47 9,87 23,05 23,20 32,50 
28 26 24 33 93 1,43 2,75 J,00 

I 

6,46 8143 ",93 14.36 S,36 I 8.50 :c.cc, "-,70 

8,07 S,69 9,45 9,3= 9,25 JC). cs IO.CC ·:: .... p 
54 55 61 60 67 69 65 5 ,65 

4,04 6,09 4.40 4,95 ".3s; < .53 5,-;-o 5.70 
31,99 35,55 34,68 33.co 3 L ~1, 36 .Hi 35 . ..;c 4c,.5,S 
2,19 2,45 2,75 2,79 3,I 3 :,.S2 3.5c 3,50 
1,17 77 59 77 9:-:, 93 1,05 1,::0 

3,36 4,31 3,46 2,c9 ::;.19 3 .1-;- 3.50 4.co 
9,26 16,36 13,46 21,67 27_.:s- 2f..if; 59,5S -;-2.cc 

fI 49 2,!8 So So 
IO 2,II 2,22 2,30 8,50 

8 82 -~4 S5 <)Q 

16 r,4c r.5 5 rJ.:; r.(, .. : 

53 ' ,".) 

5 27 ~s 
25 y) 

'" 
·3 -So .:4 

21 2/iS 2,95 5- r5 
9 I,OI r,ro r,ro 

29 5,00 i,77 
16 2,70 4,65 

47 2,15 2,/ I 

23 90 

27 So 
r,62 1,66 2,42 2,54 2,45 2,38 2,45 2 ,45 

8 8 

20 20 

44 42 62 72 I ,91 76 55 s5 

71,50 87,61 84,73 96,of. IIO,J6 149.24 190,f3 2~1,82 

-3,96 --1,83 --1,70 -LD8 -2,14 -3.99 -r,9c -2.,25 

' 67,~4 85,78 83,03 94,98 108,22 145,25 188,73 259,57 

------
_______ ,, __ -·----- -·--~---

Union budget5) 
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14. Loans 1nade 1Jy Governm,enl, oj [adia between 15th August 1947 

,ind 31st March 1956 outstanding on the latter date, 

Andhra, 

Assaaj 

Bihar 

Bombay 

Madhya Pradesh 

Madras 

Orissa 

Punjab 

Uttar Pradesh 

West Beni'al 

Hyderabad 

lvfadhya Bharat 

Mysore 

Pt!pSll 

Rajasthan 

Saurashtra 

Travancore-Cochin 

Jammu and Kashmir 

Almer 

~hopaJ 

Coor¥ 

Vindhya Pradesh 

Total 

---- ··--·-- -

'\n1nt1n'. 
NtHnh~r ib:upeess 1n 

J.1kJ1, I 

B, '.5231. 14 

l}T 1767·29 

178 5199·42 

171 5950,31 

137 2534'4) 

J7I 6I13 ·63 

l30 7043 °66 

230 15469 '77 

;223 90(6 ·42 

3o7 1346y46 

II3 2307 40 

:U1 1403 ,s4 

TJ4 i386 • 54 

125 1217 ·4~ 

155 3977'49 

H3 1352·88 

61 1247·45 

41 1817·6{ 

43 96·04 

74 187·10 

14 26,59 

46 218·07 

2792 88030·04 



tatc 

Andhra 

Assam 

Bihar 

Bombay 

Madhya Pradesh 

Madras 

Orissa 

Punjab 

Uttar Pradesh 

West Bengal 

Hyderabad 

Madhya Bharat 

Mysore 

Pepsu 

Rajas than 

Saurashtra 

Tra van core-Cochin 

Jammu and Kashmir 

Ajmer 

Bhopal 

Coorg 

Vindhya Pradesh 

Total 

210 

15. 1 -umber of loans, dassified according 

Go·vernment of India betu.;een 15th 

l nterc~c:t lo/o 1½% 2% 2¼% 2! % 2i ~o 2to/o 3¾ 3l~o 3t~o 3t %3i¾ 
Free 

15 I 8 8 

15 I I s 6 I 

19 II 9 2 I 

13 I 2 3 6 I 

28 I I I I IO 2 17 II 13 I 

48 I I I I 2 9 3 4 I 

23 I 1 9 8 3 3 I 

II 1 2 4 16 16 14 4 

24 I 19 8 16 3 

29 I 3 .. 4 I 27 17 18 2 

23 I I .. 3 5 6 

\ 15 I .. 13 6 7 I 
\ 

\ 20 3 2 2 2 

6 I 9 5 5 .. 
I 

\ 6 2 I 3 30 8 IO 2 

17 7 2 2 I 

8 2 2 I 

I 2 

2 4 l 4 .. 
8 2 7 3 

I I 

5 2 2 2 

339 2 5 8 7 2 26 1 3 191 123 127 I 20 

- - - - - - --- - ·- ---- -· . ·- . 



.GU 
. ~j) 

to rates of interest, sanctioned to States by 

.August 1947 and 31st March 1956. 

3t% 3i% 3a% 4¾ % 5% Termc 
not Total 

settled 

I 2 2 I' 36 18 9 19 I 121 

4 13 I8 27 26 7 17 I 142 

XI IO rn 17 37 25 33 4 189 

5 IO 8 2 ' 24 26 62 · 23 2 188 

3 19 3 3 12 27 II IO 174 

7 8 3 4 41 26 19 19 198 

14 16 5 17 25 II l 13 I 152 

6 12· 9 37 41 45 18 3 239 

IO 22 II 6 23 36 38 15 6 238 

21 31 16 9 49 28 35 I 50 3 345 

IO IO 9 .. 36 16 II IO I I 143 

IO 9 I 5 19 22 II 7 2 129 

4 I I 4 21 23 25 IO 2 120 

s II 7 7 19 24 16 12 3 129 

4 9 6 I 34 24 12 17 I 170 

4 2 5 I 20 26 13 17 II7 

I 2 I .. IS 19 4 7 2 67 

3 5 . 2 13 5 2 4 4 41 

.. 4 6 8 I 8 5 43 

I 8 5 8 5 6 6 16 76 

. . I .. I II I 6 I 2 25 

4 I 9 3 8 15 51 

1.24 209 129 51 464 482 367 2 329 2 2 72 3097 



lG. R(Jt h.ca !J 
J..I L 

and Union. territories. ro11le ,,, ilea gr m States 
.. ---- --- - -- . 

Crn tra l Eastern J ·orthcrn L orth Southern South W'c5tcrn 
E:i" crn Eastern T otal 

- ---
Andhra Pradesh 

B.G. 514 848 i38 I J6co 
M.G. 317 867 t , I8..j. 
N . G. 23 23 
Total 83 1 I,7 I 5 26r 2,80, 

A5Sam 
B. G. 
M.G. I,088 I,088 
N .G. 
T otal 1,088 c ,0'1 8 

---

I3iho.r 

B. G. 1,243 380 [ ,623 
,\.1. G. I,221 I ,22 I 
N .G. 79 79 
T otal 1,243 I ,221 459 2,923 

Bombay 
B. G. I ,3 I 5 138 779 2,232 
M.G. 455 2 18 2,0 19 2,692 
>J. G. ..J.17 261 717 [,395 
Tota l 2 , r87 . ' 21S 399 3,515 6,319 

:1-i!a \ 
B. G . 357 3 --, 

• • \ ) . 

M. G. . . IIO 110 
N . G . 
T otal 467 467 

.i\•i:idhya Pradesh 
B. G. 1,287 589 183 2,059 
M.G. 267 267 
N . G . 294 4\20 714 
T otal r,51.1 1 1,009 450 3,040 

Madras 
B. G. 520 520 
M. G. 1,684 r,6S4 
N . G. 
T otal 2,204 2,204 

Mysore 
B. G. 21 8 82 300 
M.G. 1,28 1 1,281 
N. G. 96 96 
T otal 218 I ,459 1,677. 

C rissa 
B. G . 734 734 
M .G. 
N. G. 104 104 
T otal 8~8 838 .. 



p 
• . 2 11 

Railway route mileage in States and Union territories- concld. 16, . - --- -- ---- ~-- - -. - . 

~ Central Eastern Northern North Southern South Western Total 
Eastern Eastern 

r-
) uniab 

B. G. 43 1,623 r,666 •• M.G. 450 60 510 
N.G. 140 140 
Total 43 2,213 60 2,316 

Ra;asthan 
B. G. 114 4 286 404 
M.G. 1,539 r,244 2,783 
N.G. 54 54 
Total 168 1,543 1,530 3,241 

~ttar Pradesh 
B. G. 599 81 2,492 2 40 3,214 
M.G. 2 2,018 25 2,045 
N.G. 2 2 
Total 601 81 2,494 2,020 65 5,261 

West Bengal 
B. G. 980 395 I,375 
M.G. 424 424 
N.G. 17 52 38 I07 

~ Total 997 476 433 r,906 ' 

Union territories 

B. G. 5 53 .. 58 
M.G. 16 16 
N.G. 21 21 
Total 5 90 95 

Grand Total .. 
B. G. 4,095 2,304 4,172 . 2 r,807 2,474 1,288 16,142/ 
M.G. 772 2,007 4,751 • 4,160 3,615 I 5,305 • 
N.G. 767 17 161 52 96 925 717 2,735 
Total 5,634 2,321 6,540 4,805 6,063 3,399 5,620 34,182 • 

NoTE.-(i) Route mileage as on 31 March 1956 has been distributed among the States 
andJJnion territories. 

(ii) B. G. means broad gauge, 
M. G. means metre gauge, anJ 
N. G. means narrow gauge. 



R.iilway 

Central • . . 
Eastern . • 

Northern • • 

N orth-Eastcrn • 

Southern • 

South-Easter.~ .. • 

Western • r, • 

T otal 

214 
)_ I l; 

17. Railway passenger earnings excluding 

II 0 

• 0 0 

. .. 

• • 0 

<> 

• . 

• 0 • . 

• 

Broad Gauie 

13,55,15 15,03,79 15,83,14 

14,54,36 15,42,04 9,63,89 

17~87}38 16,16,90 l 7,62,08 

... . . 
" "'\ 

\ ,,., 
... , 

6,94,56 ' 7,08,19 8,12,60 
------

5,57,07 
I .. 

-J., 

6,16,66 7,18,19 7,49,71 

I 

59,08,n 60,s,,n 64,28,49 .; 
-..::_ 

J .. 



215 
• 

those from suburban traffic. 

(Rupees in thousands) 

Metre Gauge Narrow Gauae Total 

1954-55 1955-56 1953-54 1954-55 1955-56 1953-54 1954-55 1955-56 

r,23,23 r,14,28 1,17,05 33,70 1 63,49 63,58 15,12,08 16,81,56 17,63,77 

54,65 50,71 1,67 15,09,01 15,92,75 9,65,56 

2,60,08 2,56,48 2,77,54 17, II 16,85 17,41 20,64,57 18,90,23 20,57,03 

II,35,83 10,99,22 II,44,18 3,13 1,68 1,83 II,38,96 II,00,90 II,46,or 

9,77,86 9,97,41 ro,04,00 5,II 4,33 4,40 16,77,53 17,09,93 18,21,00 

48,84 .. 6,05,91 

6,63,74 6,89,70 ( 7,42,46 65,87 65,66 68,24 13,46,27 14,73,55 15,6::,,41 

--· -·--- - · 

31 ,60,74 31,57,09 32,85,23 r,79,57 2,02,72 2,05,97 92,48,42 94,4g,92 99,19,69 

- · ·· - -- ·-··- -----· . - . - -- •• - ·-·- ·--- -- -- -- - - - - -- -·- · ·-

GIPND- D.VIE- J.I7 M of F-20-12-~7-4,2 50 
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