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CHAFTER 1
INTRODUCTION

The Commission was constituted by the President in his Order
dated 5th May, 1964 which is reproduced below ;-

“In pursuance of the provisions of article 280 of the Constitution
of India and of the Finance Commission {Miscellaneous FPro-
visions) Aet 1951 (XXXIII of 1951}, the President is pleased to
constitute a8 Finance Commission consisting of Dr. P. V.

Rajamannar as the Chairman and the Iollowing four other
members, namely:—

{1) Shri Mohan Lal Gautam, former Minister of U.P. Govern-
ment,

(2) Shri D. G. Karve, until recently Del;uty Governor, Reserve
Bank,

(3) Prof. Bhabatosh Datta, Director of Public Instruction, W est
€  Bengal

(4} Shri P. C. Mathew, Member-Secretary,

2. The members of the Commission shall hold office for & per-iod

of fifteen maonths from the date on which they respectively assuaime
.office. '

3. The Chairman Dr. P. V. Rajamannar shall render part-timme
service as Chairman of the Commission until such date as the Central
Government may specify in this behalf and thereafter he shall rernder
whele-time service as Chairman of the Commission. Qf the otder
members, Shri D. G. Karve would serve as a part-time memloer,
while the other three would render whoe-time service. )

4. In addition to the matters on which, under the provisionss of
sub-clauses (a) and (b) of clause (3) of article 280 of the Constitu-
tion, the Commission is required to make recommendstions, the
Comumission should also make recommendations in regard to—

(a) the States which are in need of assistance by way~ of
grants-in-aid of their revenues under article 275, and the
sums to be paid to those States other than the swams
specified in the provisos to clause (1) of that article, hawring
regard, among other considerations, to—

(i) the revenue resources of those States for the five ye=ars
ending with the financial year 1870-71 on the basi=s of



2

the levels of taxation hkely to be reached in the
financial year 1965-66 ;

(ii) the requirements of _those States to meet the com-
mitted expenditure on maintenance and; upkeep of
. Plan schemes completed during the Third Plan;

" (iii) any further expenditure likely to devolve'upon those

~ States for the servicing of their debt; '

" (iv) creation of a fund out of the excess, if any, over a
limit to be specified by the Commission of the net
proceeds of estate duty on property other than agri-
cultural land accruing to a State in any financial year,
for the repayment of the State’s debt to the Central
‘Government ; and

(v) the scope for economy cons1stent with efficiency, which
may be effected by the States in theu' administrative
expenditure ; K

+ (b} the changes, if any, to be made in the principles governing
the distribution amongst the States under article 269 of
the net proceeds in any financial year of estate duty in
respect of property other than agricultural land

() the changes, if any, to be made in the principles governing

the distribution amongst the States of the grant to he made .

) available .to the States in lieu of taxes on railway fares;

« (d) the changes, if any, to be made in the principles governing

- +ithe distributjon of the net proceeds in any financial year

of - the' additional excise duties 1ev1ed on each of the
followmg commodities, namely :—

(1) cotton fabrics,

(ii) silk fabrics,

_(iii) rayon or artificial silk fabncs,

(1v) woollen fabrics, '

" (v) sugar, and

(vi) tobacco (including manufactured tobacco)

VinA replacement of the States’ salcs taxes formerly levied
by the State Governments. '

Provided that the share accruing to each State shall
“not be less than the revenue realised from the levy of the
sales tax for the financial year 1956-57 in that State;
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{e) the effect of the combined incidence of a State’s sales tax
and Union duties of excise on the production, consumption
or export of commodities or products, the duties on which
are shareable with the States, and the adjustments, if any,
to be made in the State’s share of Union excise duties
ifthere is any increase in the State’s sales tax on such
commodities or products over a limit to be spec1ﬁed by
the Commission.

5. The recommendations of the Commission shall, in each
of the above cases, cover the period of five years commencmg
from the 1st day of Aprll 1966." S e

2. The Chairman and Shri D. G. Karve served on the Commission
on a part-time basis. The other Members served on.a. whole-time

. basis. The first meeting of the Commission was held in New Delhi

on 18th May 1964. e . L .

3. The 1ntent10n to constitute the Fourth Finance Commission
had already been announced in the Finance Minister's budget speech
for 1964-65. Soon afterwards, the officer selected,for nomination as
Member-Secretary of the Commission, was appointed as a Special
Secretary in the Ministry of Finance to attend to the preliminary
work connected with .the constitution of the Commission and the

. collection of material likely to be required by the Commission. He

addressed in advance the Union Ministries, the State Governments
and the Accountants General for supply of relevant material. In
his letter dated 12th May 1964 [Appendix III(iv)], the State Gov-

ernments were requested to furnish to the Commission, forecasts of

their revenue and expenditure for each year of the ﬁve;year. period
to be covered by the Fourth Finance Commission (1966-67 to 1970-71),
their views on the existing basis of the devolution of Central taxes
and duties and their suggestions, for any changes. They were also
requested to supply information on certain subsidiary points .whi;ch‘
are set out in Appendix III(iv). Similarly, the Union Government
was also requested to send to the Commission forecasts of revenue
and cxpenditure for the five-year period indicating separately the
divisible pool of income-tax and share in other Central taxes and
duties that was likely to accrue to the States during the Fourth Plan
pericd [Appendix IIT{ii}]. The Accountants General'were also
addressed for the supply of information relating to repayments of
Central loans due from States to the Central Government during
each year of the Fourth Plan period [Appendix III(iii)].- .
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4 The State Governments were requested to send the material
50 as to reach the Commission by the middle of July 1964. It had
been originally planned that on receipt of the material from the
State Governments its scrutiny would be completed by the end of
August 1964 and that the Commission would visit all the States
from September onwards. This time schedule could not be adhered
to on account of the delay in the receipt of the material from the
State Governments, Material from some States was received as
late as January 1985.

5. On account of the delay in the receipt of the forecasts, the
Commission had to abandon the initial proposal to visit the capital
of every State for discussions with the respective‘State Govern-
ments. In order to enable the Commission to submit its report by
the prescribed date, the Commission decided to hold discussions
with the State Governments at four selected centres, viz., Bombay,
Calcutta, Delhi and Madras. The States were given the option
to choose any of the Centres according to their convenience. The
discussions started in January 1965 and were completed by the end
of May 1965.* Appendix IV gives the dates of the discussions with
the different States. The procedure generally adopted by the Com-
mission was that the initial discussions were held with the Chiet
Miﬁisters, Finance Ministers and other Ministers of the State Govern-
ments, on matters of policy and on general principles that should
regulate and determine the devolution of resources. The detailed
‘estimates and the States’ forecasts were thereafter discussed with
the officials of the State Governments.’ Important policy issues
emerging from the discussions with the officials were again taken
up with the Ministers at the concluding meetings. By arrangement
with the Comptroller and Auditor General of India, the Accountants
General of the respective States were present throughout the dis-
cussions. After the conclusion of the discussions with the repre-
sentatives of every State Government, separate discussions were
also held with the Accountant General of the State concerned.

6. In the course of our work, we also held discussions with senior
officials of the Union Ministries of Finance and Home Affairs. The
Ministers of Commerce and Prof. V. K. R. V. Rao, Member, Planning
Commission, met us and pressed on us certain points including the
necessity of affording relief to States by way of compensation for losses

*On account of a change in the Government and the introduction of
President’s rule in Kerala, the representatives of Kerala were invited 1o
meet the Commission at Bangalore towards the end of Mgy, 1965.

]

]

in revenue that might arise if the Tea Finance Committee’s recom—
mendations are implemented. We had an opportunity of exchangin &%
views with the Deputy Chairman, Members and senior officials of the
Planning Commission. Towards the end of our discussions, we had &
meeting with the Comptroller and Auditor General of India.

7. A press note was issued on May 19, 1964 inviting views frorxx
persons and institutions interested in the subjects covered by the
terms of reference of the Commission. We received a number of
Memoranda from Chambers of Commerce and Industry, Member s
of Parliament and State Legislatures, Universities, Economist; an«X
others (list given in Appendix V). Some of them also requested foox
interviews with the Commission: during the Commisson's sittingf=s
at Bombay, Madras, Calcutta, Bangalore and Delhi, discussions wer &
held with such individuals and representatives of non-official organi-
zations (list given in Appendix VI} in the respective zones.



. CHAPTER 2
" UNION-STATE FINANCIAL RELATIONS—
OUR BASIC APPROACH

8. The history of the financial relations between the Central
Government of India and the Governments of the constituent units
is a long one; in fact, the final year of the period to be covered by
the present Finance Commission will see the completion of a century
since the first beginning of devolution under the scheme introduced
by Lord Mayo in 1870. It is not necessary to recount the story here—
there is a good historical account in the Report of the First Finance
Commission—but it is worth noting that all the experiments that
have up till now been made in this field proceeded from the expe-
rience of increasing gaps between the financial reguirements of the
functions allocated to the Provinces or States and the finances that
these units could raise under their own authority. Except for the
short interlude of ‘Provincial contributions’ under the Méston Settle-
_ment of the nineteen-twenties, there has always been the need for
substantial transfers of funds from the Government at the Centre to
the constituent units.

9. The trend of administrative evolution of the country has been
towards the transfer of a widening range of functions—in the field
of social services and, more lately, also in the field of economic deve-
lopment—to the Provinces or the States. There has thus been the
need for maintaining the financial viability of these units at expand-
ing levels of expenditure. One alternative method for meeting the
reguirements would be to divide all revenue heads into two water-
tight compartments—one for the Centre and the other for the units—

" in the expectation that the finances and functions would match in
every case, Another alternative would be to give concurrent taxing
powers to both levels of Government. The first of these alternatives
was tried in India under the Government of India Act of 1919, while
the second has generally been recognised as economically unsound.

10. The failure of the system of a rigid division between the Cen-
tral and Provincial heads of revenue introduced by the Government
of India Act of 1919 could not be prevented by the Meston award and
the ultimate result was unsatisfactory both to the Centre and to the
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“ units. The experience of the nineteen-twenties led, however, to the

emergence of the idea that the authority most suited for discharging
a particular governmental function need not necessarily be the
authority most suited to raise the financial resources reguired to
discharge the function. The taxes on income had already been
recognised before 1919 as a balancing factor and it continued to be
recognised as such after 1935. But it also came to be recognised tkat
other taxes could appropriately be levied and collected by the Central
Government and distributed, wholly or partly, to the Provinces or
States. The Government of India Act of 1935 recognised this principle
and the Constitution adopted in 1950 made clear provision for (i) the
assignment of the taxes raised by the Union Government urnder
article 269 wholly to the' States, (ii) for the obligatory division cf the
income-tax proceeds between the Union and the States, and (iii) for
the division, with the approval of Parliament, of the proceeds of the
Union excise duties,

11. The principle behind all these provisions is that in regard to
some of the major revenué:yielding taxes and also in the case of some
other taxes, where a country-wide uniformity of rates is desirable, the
best authority for legislating and in most cases also of collecting, is
the Union Government., The requirements of the Centre as well as
those of the component States could be met in the most equitable and
efficient manner, by distributing the proceeds after these have been
collected by the Central Government, rather than by dividing powers
of tax collection between the Centre and the States as has been done
in some federations—which would not only mean high costs of decea-
tralised collection and large scope for evasion, but also varying rates
of taxation in different areas and rigidity of distribution in the face of
changing requirements. Under this system, the Union Government
is the agency for raising certain revenues for the benefit of both the
Centre and the States and for distributing the proceeds between the
Centre and the States and among the States themselves according to
the principles and procedures set out in the Constitution.

12. This makes the problem of determining what part of the
divisible revenues should go to the States and what should be the
distribution among the States inter se very important. Whatever
principles are laid down with regard to these two issues have, how-
ever, to be based upon the econcomic realities of the country and
formulated within the framework of the provisions of the Constitution.
It is not possible to derive much direct help from the experiences of
other Federal Countries, though the course of evolution by which
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each federation has sought to adapt its system of financial relations
“ 1o changing political and economic conditions is very instructive.

13. A special feature of importance in India is the introduction of
Five-Year Plans and the consequent distinction that has evolved be-
tween plan and non-plan expenditure. Many States urged upon
the Commission to include expenditure on the Fourth Plan in the
estimates for the coming five years. Some States supplied detailed
expenditure forecasts on new projects and also on the likely revenue
components of their Fourth Plan outlays. The Commission has, how-
. ever, felt it desirable to leave all such expenditure out of its consi-
deration. This decision is based not on grounds of any Constitutional
limitation of the powers of the Finance Commission but on practical
considerations consequent on inslitutional arrangements relating to the
Five-Year Plans. '

14, When the provisions regarding the Union-State financial rela-
tions were incorporated into the Constitution, it was not possible for
any one to anticipate the importance and magnitude of our successive
Five-Year Plans. There was no reference to Plan expenditure as such
in the terms of reference of the First Finance Commission (November
1451—December 1932) and that body did not find it necessary to draw
a line of distinction between plan and non-plan expenditure. In fact,
it emphasised the need for taking into account development expen-
diture of various types in determining the transfer of resources {rom
the Centre to the States. The Second Finance Commission (June
1956—September 1957) was, however, specifically asked to take into
account both the requirements of the Second Five-Year Plan and the
efforts made by States to raise additional revenues. The dimensions
of Plan expenditure, however increased rapidly and it became the
normal practice to make grants for plan expenditure under the dis-
cretionary provisions of article 282 instead of making statutory grants
under article 275, on the basis of the pre-determined plan allocaticns
as phased and modified by the annual plan discussions. The Third
Finance Commission (December 1960—December 1361) recommended
grants under article 275 to cover 75 per cent of the States’ revenue
expenditure on the Third Plan, but the Government of India did not
accept this recommendation.

15. The terms of reference of the Fourth Finance Commission do
not expressly mention plan expenditure. The fact that the Commis-
sion is to make its recommendations in the light of its estimates of
revenue receipts of the States in the coming five years on the basis
of taxation levels likely to be reached in 1965-66, takes additional
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taxation outside its scope. And the fact that the Commission is spe-
cifically asked to take into account the committed expenditure or1 the
maintenance and upkeep of the completed Third Plan schemes may be
taken to imply that new outlays on Fouth Plan schemes are not.
expected to enter into its estimates.

16. The Constitution does not make any distinction between._ plan
and non- plan expendlture and it is not unconstitutional for the Fin-
ance_ Commtssmn to go mto the whole q_uestton of the total revenue
expendlture_ ofthe States. It has been poxnted out to us that the
reference to "Capxtal and recumng sums m ‘the first prowso to article
275(1) of the Const1tut10n suggests that even capital expenditure need
not necessarzly be out51de the scope “of the Finance Commission. It
is however_.,necessary to nofethat the . un_p__rtance of planned e econo—
mic development ls so great t and its 1mplementatlonmssent1al that
there should not be any dwxsmn of respbnnbthty in regard to any
element of plan exlfnd}iyfg 'The Planning Commission has lbeen
specially constituted for advising the Government of India and the
State Governments in this regard. It would not be appropriate for
the Finance Commission to take upon itself the task of dealing with
the States’ new plan expenditure.

17. The present Finance Commission has, therefore, confined itself
to non-plan revenue expenditure vis-a-vis the revenue receipts anti-
cipated in the coming five-year period on the basis of taxation levels
in 1965-66. We have not, however, taken the view that the function
of the Fmance Cormmssmn is sxmply to recommend such devolution
and grants in-aid as would merely fill up the non-plan revenue deficit
as reported by the States because such an approach will be extrexmely
mechanical. We have reassessed the States’ estimates in the manner
detailed in a subsequent Chapter., We have not taken budgetary

deficits as a criterion for distribution in thé case of divisible taxes and
duties.

18. In regard to income-tax, the Constitution does not say thhat it
should be distributed on the basis of budgetary needs. In fact, how-
ever great the budgetary needs, a State will not get a shate, if, for
some reason or other, the tax is not leviable in that State. And, eveéen
when there is no budgetary need in a particular case, a State cannot
be denied some share in the income-tax proceeds if the tax happens
to be levied within that State. In the case of the Union excises also,
the provisions are almost similar, though the Union Government has
in this case the option of not distributing any share among the States.
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The estate duty on non-agricultural property is in effect a State tax
collected by the Centre—the receipts do not enter the Consolidated
. Fund of India—and here also the budgetary needs do not come in as

a criterion for distribution. The additional excise duties in lieu of
sales tax are again States’ taxes in substance and the distribution
should logicaliy be based on the principle of compensation for loss of
revenue,

19. The only article in the Constitution which refers to the need for
financial assistance is article 275. The grants-in-aid under this article
are to be made only to “such States” as are in the opinion of Parlia-
ment “in need of assistance’., The obvious implication of this provi-
sion is that if any State is in need of assistance, after the taxes.to be
compulsorily or optionally shared with the States have bheen distri-
buted on the basis of the principles uniformly applicable to all States,
such assistance is to be granted under article 275. Corrective action
for residuary deficits can be taken only under the authonty of thJs
arncle

7207 The Third Finance Commission took “the relative financial
weaknesses of the States” as one of the criteria for determining the
shares of the States in the divisible pool of the Union excises. We
have departed {rom this approach on the ground that if any State is
in need of specific financial assistance because of large deficits that
cannot be covered by uniformly applied principles of tax-sharing,
such assistance should appear explicitly as grant, rather than being
disguised as shares of taxes. If in the case of some States, cur
recommendations appear to involve large grants under article 215,
the reason is that the required financial assistance to meet the residual
deficit has in each case been shown explicitly as grants. The size
of these grants could have been made smaller by devising the sharing
of the Union excise receipts in such a way as to incoporate a grant
element based on anticipated budget deficits into the shares going to
some States. This would not have affected the total transfers from
the Centre to the deficit States and it would have reduced somewhat
the total amount of transfers from the Centre to the States. It would,
however, have had the eflect of concealing the {act of their financial
deficits.

21. The States for which we have not recommmended article 275
grants should have surpluses in their non-plan revenue budgets and
in a few cases the surpluses are substantial. The Planning Commis-
sion will, we expect, take these surpluses into account when deter-
wmining the pattern of Central assistance.

3
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22. An attempt has been made in the above paragraphs to state
briefly the basic principles adopted in deciding the scheme of sharing
of taxes and grants. Further discussion of the issues involved will be
found in the subsequent Chapters.



CHAFPTER 3
ESTATE DUTY

23. Paragraph 4 (b) of the Order of the President constituting
the Fourth Finance Commission requires us to make recommenda-
tions in regard to the changes, if any, to be made in the principles
governing ihe distribution among the States under article 269 of the

Constitution, of the net proceeds in any financial year of estate duty .

in respect of property other than agricultural land. We are also

required under that article to determine the proceeds attributable
to Union territories.

24, A number of suggestions were made hy the States in regard
to the principles of distribution. The different suggestions were:
(i) distribution of estate duty wholly on the basis of population,
(ii) distribution partly on the basis of collection and partly on the
basis of location, (iii) distribution on the basis of population with
weightage to Scheduled Castes and Scheduled Tribes, (iv) distri-
bution on the basis of 80 per cent population and 20 per cent loca-
tion, and (v) continuance of the existing scheme of distribution. We
are in agreement with the principles laid down by the earlier Com-~
missions and recommend the continuance of the following prin-
ciples. We recommend, however, that the share of Union territories
may be raised to two per cent, taking inio account population and
the value of immovable property assessed in these territories in
recent years. '

(i) Out of the net proceeds of the duty in each financial year,

a sum equal to two per cent be retained by the Union as proceeds
attributable to Union territories;

(ii) The balance be apportioned between immovable property
and other property in the ratio of the gross value of all such proper-
lies brought into assessment in that year,

(1ii} The sum thus apportioned to immovable property be dis-
tributed among the States in proportion to the gross value of the
immovable property located in each State; and

(iv) The sum apportioned to property

property be distributed among the States
population.

other than immovable
in proportion to their

12
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25. On the basis of the 1961 Census figures, the percentage will
be as follows:

States

Percentage
Andhra Pradesh B-34
Assam 2-75
Bihar o 10-76
Gujarat 4-78
Jammu & Kashmir 0-83
‘Kerala 3-92
Madhya Pradesh 7-50
Madras 7-80
Maharashtra 9-16
Mysore 546
Nagaland 0-09
Orissa 4-07
Punjab 4-70.
Rajasthan 4-67
Uttar Pradesh 17-08
West Bengal 8-09

Total © 100-00

26. One of the considerations which the Commission is required
to take into account in determining the sums to be paid to the States
in need of assistance by way of grants-in-aid of their revenucs
under article 275 is the creation of a fund out of excesses, if any,
over a limit to be specifiedby the Commission, of the net proceeds
of estate duty on property other than agricultural land accruing to
a State in any financial year, earmarlsed for the repayment of the
State’s debt to the Central Government. As the total annual net
proceeds of estate duty assignable to the States are only about
Rs. 7 crores at the current levels of taxation, it would not be of any
practical value to create a fund by contributing a part of these pro-
cecds. The whole question of making provision for amortisation of
the debts owed by all the States both to the public and to the Cen-
tral Government has been dealt with elsewhere in this report.



CHAFPTER 1
GRANT IN LIEU QF TAXES ON RAILWAY FARES

277 According to paragraph 4(c} of the Order of the President,
«he Commission has 10 make recomumendations in regard to “Fhe
charges, if eny, to be ruade in the principles governing the distri
bution among the States of the grant to be made.avaiiabie to the

)

SisTes in liew of taxes on raillway fares”.

2 8. The tax on railway passenger fares was imposed under the
Railway Pussenger Fare Aet, 1987 and the Second Finance Com-
mission was, for the first time, requesied to make recommendations
as to the prineiples which should govern the distribution under
article 269 of the Constilution of the net proceeds in any financial
vear of the tax. The Scecond Finance Commission decided that the
;)ruceeds of the tax should be disiributed among the States in the
ratio of passenger earnings which may be determined with reason~
ables  accurzev by allocating passenger earnings among States on
the basis of railway rcoute mileage within  each State with due
sllowance for variation in density of traflic belween the various
railway zones and as beiween the various gauges in each zone.
Thus the earnings from passenger traffic of cach zonal railway {ex-
cluding earnings {rom suburban services) were allocated by route
mileage located in each State separately for eaclh gauge. The
Second Commission recommended that the procecds of the tax be
distributed in the ratio of Stalewise earnings so worked out and in-

dicated each State’s share as a fixed percentage applicable for five’

years from 1957-58.

29, The Kailway Passerger Fares Act, 1957 was repealed by Act
V111 of 1961 and the tzx was merged in the Lasic fares. The Union
Gowvernment, however, decided to make an ad hoc grant of Rs. 12,50
crares per annum to the States in lieu of the tax for a pericd of ﬁvF
years from 1961-62 to 1965-66. The Third Finance Cammission which
was nsked to recommend the principles on which the ad hee pgrant
<hould be distributed, recommended that the distribution  should
be on the principle of compensation to place the States broa(?ly ‘ oan
the same fooling as before and accordingiy worked out the distriba-
tion of the sum of Ks. 12-00 crores per year.

1y
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30. We agree that the distribution of this grant should be on the
basis of compensation and that the percentage share of each State
in which the tax is leviable should be worked out on the principles
enunciated by the Second Finance Commission, In our term of
reference on the subject, while we have been asked to make recom-
mendations regarding changes, if any, to be made in the principles
governing distribution among States of the grant to be made avail-
able tu the States in lieu of taxes on railway passenger fates, the
actual amount of grant to be distributed has wnot been indicated.
"Therefore, instead of recommending the sums payable to each
State, we consider it desirable to express the States’ shares in per-
centages. In determining the percentage share as staied below, we
have utilized the latest available statistics of railway route length
in each State under each gauge and the average annual esrnings
from passenger traffic (excluding earnings from suburban trafiic)
for three years ending 1964 for which actuals were available:

Percentage share of each Stote in grant in liew of toxr on  railtay
passenger fares )

States Percentage
share
Andhra Pradesh 9-05
Assam 2-79
Bihar 9-99
Gujarat 7-11
Jammu & Kashmir e
Kerala ’ 1-85
Madhya Pradesh 9-85
Madras 5-81
Maoharashtra - 8-98
Mysore 3-98
Naraland 0-01
Orissa ' 2-12
Punjab 7-43
Rajasthan . G-40
Tttar Pradesh 18.23
West Bengal G-40
Total 10000



16

31. In view of the fact that the tenure of the present ad hoc
grant of Rs. 12-30 crores per year expires at the end of I965-66 and

the recommendation of the Railway Convention Committee about -

the future quantum of grant would be available only by the end of
this year, we have adopted the only practical course of recommend-
ing each State’s share in terms of percentages. However, for cal-
culating the residuary revenue deficit of the States to be covered
by grants-in-aid under article 275 of the Constitution, some as-
sumption had to be made about the likely amount of grant to be
made avazilable to the States in lieu of taxes on railway fares. In
this regard, we considered that the best course would be to adopt
the present level of annual grant viz., Rs. 12-50 crores. If as a
result of any increase in the grant the States were to receive larger
amounts, such amounts would be available to the States as surplus.

32. While the determination of the gquantum of the grant does
not lie within our jurisdiction, we feel that it is desirable to place on
record the views of the States on this subject. The States have
almost unanimously represented to us that fixation of the grant
at a particular level has deprived them of a potentially elastic
source of revenue and have urged that the level of grant should be
raised in the proportion in which the railway passenger earnings
have increased since the merger.

CHAPTER 5
INCOME TAX

33. Article 280(3) (a) read with article 270(1) of the Constitution
provides that it shall be the duty of the Commission to make reeoin-
mendations to the President as to the allocation between the Union
and the States and the distribution among the States themselves of
the “net proceeds” of taxes on income other than agricultural in-
come levied and collected by the Government of India. Corporation
lax, the proceeds attributable to Union territories and taxes payable
in respect of Union emoluments are excluded from the divisible
pool. Accordingly, we have to make recommendations in regard to
three matters namely: —

(a) the percentage of the “net’ proceeds” of income-tax to be
assigned to the States;

(b) the manner of distribution among the States of their
share; and

(c) the percentage of the “net proceeds” which shall be deem-

ed to represent proceeds attributable te Union territories.

34. Before we deal with them, we give below a brief account of
the claims advanced before us by the State Govermments on  the’
aforesaid matters affecting them. Practically all the States have
urged for an increase in the share to be assigned to them and have
pointed out that as a result of the change in the classification of the
income-tax paid by companies brought about by the Finance Act,
1959, the rate of growth of the divisible pool has been adversely
affected. It was further argued that what the framers of the Consti-
tution had intended to be a flexible and expanding source of revenue
to the States had ceased to have the significance that was once con-
templated. While the collections from corporation tax have in-
creased by well over 600 per cent in the course of the last 12 years,
the corresponding growth in the.divisible pool of income tax was
less than 50 per cent. Some ‘of the States have reiterated the views
placed by them before the previous Commissions that though the
Government of India was competent to levy any surcharge, wholly
for the purposes of the Union under article 271, such a levy in the
very nature of things, was intended to be a temporary measure to
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serve a particular situation. It was, therefore, urged that during
normal times there should be no need for any surcharge exclusively
for the Union. However, if at all such a surcharge was levied, it
should as a matter of course be merged with the basic rates after a
period of three years.

35. On the question of the percentage of the States’ share, while
some States did not suggest any change in the existing percentage,
some others suggested that the entire net proceeds be assigned to the
States. The suggestions by other States fell between these two
views. One State proposed that 50 per cent of the proceeds of both
income-tax and corporation tax should be assigned to the States.
Another view was that the permanent solution to the shrinkage
the divisible pool was suitably to amend the Constitution s0 as to
provide for inclusion of the proceeds from corporation tax “in the
divisible pool; alternatively, the Centre should make good to the
States by way of grants the loss on account of non-inclusion of cor-
poration tax in the divisible pool

36. We have considered the claims put forward by the States. We
are 1n general agreement with the observation of the Third Finance
Comirnission that in the case of a divisible tax in which there was
obligatory participation between the Union and the States, a sound
maxim to observe would be that all participating Governments,
more particularly the one responsible for levy and collection, should
have a significant interest in the yield of that tax. Due note should
also be taken of the States’ representation about the need for abating
in some measure the loss sustained by them, consequent upon the
reclassification of income tax paid by companies,

37. The fixation of the States’ share should take into account the
present level of yield of this source of revenue and its likely future
rate of growth; on these points we have accepted the forecasts as
supplied to us by the Ministry of Finance. Considering the various
facts placed before us, we are of the vicw that sonfe further increase
in the States’ share is justified. We accordingly recommend that
75 per cent of the djvisible pool of income-tax should be allocated
to the States for distribution among them.

38. As regards the priniciples of distribution of the States’ share
inter se, the views expressed by the States were widely divergent.
While some States wanted the share to be distributed entirely on the
basis of population, another view was that the distribution should be
solelv on the basis of collection. The other suggestions made were

/*’MJA C. é\/Nu 2;

thﬁh;;ﬂsl&f (1) 80 per cent,-

5 per cent on populatmn/

that the distribution should be made
on population and 20 per cent on area;
15 per cent on area and 10 per cent on col 111) 70 pex “oh
total population, 20 per cent on collection an t%»d&n‘béﬂi“on‘urban
population; (iv) population with proper weightage to Scheduled
Castes and Tribes, by counting twice over, the Tribal population;
(v) population, relative financial weakness and economic backward-
ness; (vi) 50 per cent on population and 50 per cent on inverse ratio of
per capita income; and (vii) 50 per cent on popﬁlation and 50 per
cent on collection. Some States were in favour of the continuance of
the existing principle, namely, 80 per cent on the basis of popula-
tion and 20 per cent on the basis of collection.

39. We have no hesitation in rejecting some of the factors, put
forward by the States, like area, backwardness and financial weak-
ness and proportion of Scheduled Castes and Tribes in the popula-
tion as proper bases for a scheme of distribution of the proceeds of
income tax among the States. There remain only two factors which
we were convinced are relevant, namely, population and contribu-
tion. Though contribution is not synonymous with collection, in the
absence of data necessary for a correct determination of the contri-
bution of each State, collection must be taken as the only available
indicator of contribution. Taking these two factors of population
and collection, there can be divergence of opinion as to the relative
proportion to be assigned to these two factors. Though we discussed
various proportions, we werd eventually impressed by the fact that
a sense of certainty and stability as regards the principles to be
adopted in the distribution of income-fax should prevail. 1t is not
desirable that every time a new Finance Commission is appointed,
there should be reopening of the basis of distribution. We have
therefore decided that the principle of distribution to individual
States ‘of their share in the divisible popl of ' income-tax proceeds
should be the same as recommended by the First Finance Commis-
sion and by the Third Finance Commission,.that is to say, 80 per cent
on the basis of population and 20 per cent on the basis of collection.

40. A regards the actunl manner of distribution of the States’
share in each year, we feel that it will be convenient both  to the
States and to the Union if the shares are expressed as fixed percen-
tages. Taking. therefore, the average of the collections of the three
years ending with 1963-64, and the population figures according to
the 1961 Census, the percentage share of each State in the distribut-
able amount would work out as given in the table below. We accord-
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ingly recommend that 75 per cent of the net proceeds in any fin
vial year of taxes on income other than agricultural income, except
in so far as those procgeds represent proceeds attributable to Union
LBrritorics or {0 laxes payable in respect of Union emoluments, be

assigned to the States and distributed among them in the following
nanner ; —

Q-

Stares Perceniuge
Andhra Fradesh 7.3
Assam 24
Bihar 9-M
Gujarat 5-29
Jammu & Kashmir 073
Kerala 3-5%
Madhya Pradesh - 6-47
Madras ’a - . . 834
Maharsshiz‘%gmﬁ o ‘ "L \34-28
Mysore g? - T § 14
Nagaland ‘\5’1 '”'"1‘ Tt 07
Orissa B ) o 2 gr40
Funjab o b
Rajasthan : 7 397
Uttar Pradesh 14-60
West Bengal 10-91

Total 10000

41. As regards the percentage to be fixed under clause (3) of
article 270 which shall be deemed to represent proceeds attributable
to Union territories, we recommend that this should be prescribed
as two and a half per cent of the net proceeds of the tax. We have
arrived at this figure by allocating to the Union territories taken
together, the share which would have acerued to them collectively,
Iiad they been entitled to a share of incame-tax, on the same hasis,
namely, 80 per cent population and 20 per cent collection, as that
recommended by ws in respect of the States.

—

s

CHAPTER ¢

UNION EXCISE DUTIES

42. Under sub-clause (a) of clause (3) of article 280 of the
Constitution, the Finance Commission is required o make recom-
mendations to the President as to the distribution between the Union
and the Stales of the net proceeds of taxes which are to be, or may
be divided between them under the provisions of Chapter I of Part
XI1 of the Constilution and the allocation between the States of the
respective shares of such proceeds. Union excise duties, which are
referred to in the Constitution in article 272 and enhtry No, 84 in Tdst I
(Unien List) of the Seventh Schedule, fall in the category of taxes
which ‘may be’ distributed between the Centre and the States and
hence the entire subject of their division between the Centre and the
Stiates on the one hand and as between different States on the cther,
comes within the purview of the Commission,

43. The first question we had to consider was whether the States
should at all be given a share out of Union excizes. We note that
under the Constitution the distribution of proceeds of Union excise
duties between the Centre and the States is merely permissive and
does not stand qn the same footing as the compulsory assignment to
the States of proceeds of taxes enumerated under article 269 of the
Constitulion or compulsery distribution beiween the Centre and the
States of the proceeds of income tax under article 270 of the Con-
stitution. The States thus do not have a constitutional right to claim
a share out of the procceds of Union excises. It is for Parliameni to
decide i the Stales should at all be given a share. ]n taking a deci-
sion however, Parliament is required to take into account the recom-
mendations of the Finance Commission on this subjeet made available
to it under sub-clause (a) of clause (3) of article 280 of the Constity-
tion. The factual pesition is that ever since 1952-53 the States have
hecn petting a share out ol Union excise proceeds. The first three
Finance Commissions had taken the view that having regard to the
growing tequirements of funds by the States for developmental and
elher essential services, recourse to permissive sharing contemplated
under article 272 of the Constitution was not only justified but even
necessary. We endorse this view,
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44. The next question that we had to consider was: Which of the
excisable commodities should be selected for the distribution of pro-
ceeds between the Centre and the States and what percentage of the
total proceeds on those commodities should be made over to the
States? Before giving our recommendations on this aspect, we would
state the legal and constitutional position in regard to the excise levy.
Articles 246 and 272 of the Conslilution empower the Union Govern-
ment to levy and collect excise duties on all goods manufactured or
produced in India, excepting alcoholic liquors for human consumption
and opium, Indian hemp, and other narcotic drugs and narcotics.
This power is exercised by the Union Government through certain
enactments, the most important of them being the Central Excises
and Salt Act, 1944. The Union excise levies which are currently in
operation could be grouped under the following categories: -

(1) Basic excise duties on a large number of items levied under
. the Central Excises and Salt Act 1944 as amended from time
to time by the Finance Acts of each year;

(ii) Cesses or excise duties levied on certain goods under special
Acts®, the proceeds of the duty being earmarked for speci-
fied uses, for example, excise duty or cess on the production

of copra, 0il extracted from oilseeds, salt, coal, 1r0n ore,
rubber, mill-made cloth, etc.

(iii) Additional duties of excise in lieu of sales taxes on sugar,
tobacco and textiles under the Additional Duties of Excise
(Goods of Special Importance) Act, 1957;

(iv) Additional duties of excise on motor spirit, kerosene, refined
diesel oils and vaporising oil, diesel oil not otherwise
specified and furnace oil under the Mineral Qils (Additional
Duties of Excise and Customs) Act, 1958;

—_—

*Some of the special Acts are listed below:
(1) The Indian Coconut Committee Act, 1944.
(2) The Indian Qilsceds Committee Act, 1946.
(3) The Coal Mines Labour Welfare Fund Act, 1947.
(4) The Coal Mines (Conservation and Safety) Act, 1952
(5) The Rubber Act, 1947.
(6) The Rubber (Amendment) Act, 1960. *
(7) The Iron Ore Mines Labour Welfare Cess Act, 1961.
(8) Khadi and other Handloom Industries Development (Addi-
tional Excise Duties on Cloth) Act, 1953.
(9) Dhoties (Additional Excise) Act, 1953.
(10) Cotton Fabrics (Additional Excise Duty) Act, 1957. -
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(v) Special duties of excise on certain goods levied for the first
time in March 1963 in the form of surcharges on basic duties
on certain items under the Finance Act of 1963 and later
amended by subsequent Finance Acts; and

(vi) Regulatory duties of excise levied under the Finance Acts,
the purpose of the provision being to give to the Executive,
powers to vary rates of duties on any item within certain
limits.

All the above levies are imposed in exercise of the legislative power
given to the Union Government under article 246 of the Constitution,
readwith item 84 in List I of the Seventh Schedule and therefore fall
within the scope of article 272

45. The additional duties of excise in lieu of sales taxes on sugar,
tobacco and textiles levied under the Additional Duties of Excise
(Goods of Special Importance) Act, 1957 fall in a distinct category as
the net proceeds of these levies are wholly paid to the States after
retaining a small portion representing the share attributable to Union
territories. We discuss the issues connected with these dutieg in a

separate chapter.

46. Tl;Lg special duties of excise levied under the Finance Acts are
of recent origin. These were introduced in 1963 in the context of
the National Emergency and the present position is that the proceeds
of these duties are earmarked exclusively for Union purposes and are
not sharable with the States. It has been contended that the proceeds
of special duties of excise should also be made sharable with the
States. We take the view that it is open to us to suggest that proceeds
of special eXcises should also be shared with the States.. This would
not at all be repugnant to the constitutional position as the Constitu-
tion nowhere lays down, as indeed it does in article 271 for laxes
falling under articles 269 and 270, that surcharges on excises would
be exclusively for the use of the Union. So far as the legal ban under
the Finance Acts is concerned, that is something that can always be
reviewed by Parliament, particularly in the light of such recom-
mendations as the Finance Commission may make. On practical con-
siderations, however, we think that it would be desirable to keep the
proceeds of special duties of excise outside the sharing scheme. These
duties are renewed on a year to year ! is and are not on the same
footing as the basic duties of excise u 2r the Central Excises and
Salt Act, 1944. Further, if the object 0 1cluding these duties in the
sharing scheme is to enable the States . have larger resources, this

-
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can equally well be achieved by suggesting a larger share to the
States out of the basic duties.

47. The regulatory duties of excise which were for the first time
introduced in 1961 have not yet become impo'rtant; no collections
were made upto 1964-65. The imposition of these duties is essentially
a regulatory measure and we do not think that it is necessary to bring
the proceeds of these duties into the sharing scheme.

48. The cesses, or the additional excise duties on items like copra,
salt, iron ore, coal, oilseeds, mill-made cloth, fabrics, dhoties, ete.
referred to as item (ii) in paragraph 44 above have special objects in
view and the proceeds are utilized for only earmarked purposes
enumerated in the relevant legislations pertaining to each of these
levies. In view of this, the sharing of the proceeds of ‘these levies
between the Centre and the States would not be desirable.

49; Under the Mineral Oils (Additional Duties of Excise and Cus-
toms) Act, 1058, additional duties are levied on certain mineral oil
products. These duties are levied to give effect to the price reductions
enforced on the oil distributing companies from time to tilne and to
adjust the benefits accruing to these companies as a result of fluctua-
tions in the “posted prices” of bulk refined products in the Persian
Gulf and variations in freights therefrom the Indian ports—-ceiling
selling prices in the country being built up on the basis of import
parity linked with the Persian Gulf. These price reductions and cost
and freight accumulations are mopped up and credited to the Govern-
ment exchequer through the mechanism of these additional duties.
The duties are recovered from the oil companies and the benefit of
the reduction in cost is not passed on to the consumers. These levies
are basically in the nature of excise duties under the Central Excises
and Salt Act, 1944. We suggest that for the purpose of distribution of
the proceeds between the Centre and the States the yield of the two
levies, viz,, the basiec and the additional may be taken togcther and
the total made sharable in the same manner as the proceeds of the
basic excise duties.

90. The first two Finance Commissions confined the sharing scheme
to a few selected items: the First Finance Commission to three, iz,
tobacco, matches and vegetable products and the Second to ejght, viz,,
tobacco, matches, vegetable products, sugar, tea, coffee, paper and
vegetable non-essential oils. The Third Finance Commission's
approach to the question of selection of items for sharing was differ-
ent from that of the earlier Commissions. It accepted in principle
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the reasonableness of the demand of the States for participation in
the proceeds of all Union excises; for purposes of distribution, how-
ever, it included only the commoditics on which duties collecled in
1960-G1 amounted to Rs. 50 lakhs or more. The duty on moter spirit
was excluded from the sharing scheme as that Commission had recom-
mended a separate special purpose grant of a corresponding amount
for the development of communications., In their representations to
us, the States have alinost unanimously argued that whatlever reser-
vations the last Finance Commission’s distribution scheme had should
now go and that they should be entitled to a share out of the proceeds
of excise duties on all commodities, including the commodities which
might be taken up for the levy in the coming quinquennium.

51. The arguments advanced by the States in favour of extending
the sharing scheme to all commodities run on the following lines:

(i) If a coordination between the excise policy of the Union
Government and the sales tax policies pursued in the States
is at all to be achieved, it would be necessary to put the
States in a position in which they have and continue to have
a gubstantial interest in.the cbllection and levy of Union
excises. One method of achieving this object would be to
make Union excise duties on all commodities sharable with
the States; -

(il) The larger the number of commodities brought within the
- divisible pool, the greater would be the evenness in the
fiow of resources to the States, as fluctuations in the yield
on certain items would be neutralised by fluctuations in the
yield of some other items. The States' requirements are
growing and, therefore, an elastic source of revenue like a
share in excises on all commodities would go to strengthen
their position;

(iti) As the commodities covered by the Union excise duties are
of country-wide consumption, there is no justification for
selecting only a few of the commodities for sharing;

(iv) The system of sharing only selected commeodities suffers
from the defect that if, for one reason or another, the
excise duty on a shared commodity is reduced or abolished
and substituted in part or whole by a levy on a related
produrt not included in the sharable list, the States stand
to lose. For example, the excise duty on steel ingots was
one of the sharable items listed by the Third Finance Com-
mission. For various reasons, the Union Government later
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© - substituted the duty on steel ingots by a levy on iron and
steel products, but the States did not get any share out of
the new levy although it was in replacement of a levy,
proceeds of which were sharable; and
(v) In any economy where industry is getting diversified, new
lines of production will emerge continuously and any
formula for the sharing of excise duties should therefore
cover such new produects.

We find considerable force in the above arguments and therefore,
recommend that all Union excise duties currently levied as also those
that might be levied in the coming five years should be shared
between the Centre and the States.

v2. As to the question of sharing special excises, our attitude, as
already explained, is that no sharing need be provided. We, however,
suggest that in future the resort by the Union Government to special
excises should not be the rule but the exception. Any departure from
the normal levy of basic excises should be on the basis of provisions
expressly inserted by Parliament in the Acts levying the special
excises.

93. On the question of the percentage of the proceeds of distribut-
able excises, it has been suggested to us by practically all the States
that in order to impart viability to States’ finances and to introduce
in them a measure of elasticity, a higher proportion than the cne
recommended by the last Finance Commission should be prescribed
for distribution to the States. Some have suggested as high a propor-
tion as 50 per cent. of the net yield from basic and special excises on
all commodities. We take the view that in determining the over-all
share of the States, due regard has to be given to the requirements
of the States on the one hand and the needs of the Union Government
on the other. Having considered the issue in this light and keeping
in mind the estimates of yield from the existing excise duties in the
coming quinquennium as also the requirements of the States, we have
come to the conclusion that the States’ share out of the distributable
excises may be fixed at 20 per ¢ent, of the net proceeds. We would
like to stress that the financial significance of the figure of 20 per cent
recommended by us is not comparable with that of the same figure
recommended by the Third Finance Commission, in as much as we
visualize the sharing of the duties on all commodities, including the
commodities that might be taken up in the coming quingquennium,
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whereas the last Finance Commission had confined the sharing scheme
to 35 selected commodities. It appears from the data available before
us that if we had confined the sharing to the 35 commodities, we
would have fixed the proportion at around 30 per cent, so as to keep
the transfer to the States at about the same level as visualized in oqur
present scheme,

54. In regard to the principles for the distribution of the total of
the States’ share as between different States, the views placed before
us are divergent. Some States have argued that the most relevant
factor for determining the state-wise allocation would be not ‘popu-
lation’ or ‘needs’, as measured hy any other indicator or indicators,
but consumption of excisable commodities in each State. Some others
have advocated the use of population as the sole criterion. Then,
some others have argued that the factor of economic backwardness
should be brought in for determining the distribution. And finally
there is a suggestion from certain States that following the principles
adopted by the last Finance Commission, the factor of ‘relative finan-
cial weakness™ should also be taken into account for determining the
State-wise share.

53. The logic behind the proposal for distributing excises on the
basis of consumption of excisable commodities is that such a distribu.
tion would be in accordance with the ‘contribution’ that each EState
has made to the total proceeds. Then it is also pointed out that if
ever a large scale substitution of sales taxes by Union excises were
to take place, the resistance from the States to this substitution would
be less if the distribution of excises took into account the ‘contribution’
factor. It appears to us that there is no case for the adoption of
‘contribution’ as lhe sole criterion. One may, however, argue that
‘consumption’ or ‘contribution’ should be taken into account by com-
bining this factor with other factors like population and economic
and social backwardness, We wish we were in a position to give
our considered judgment on this issue, but in the absence of reliable
state-wise dala regarding consumption of excisable commodities, we
find ourselves unable Lo use ‘consumption’ or ‘coniribution’ as a factor
in the distribution scheme. Some States suggesie 1 to us that in the
absence of reliable consumption data we could ' se such factors as
the ratio of urban and rural population, We have -voided using such
indirect data and we think that it would be more esirable to devise
the distribution scheme on the basis of ascertaina ‘e factors than on
the basis of uncertain indicators. Elsewhere in t is report we have
emphasized the nced for a systematic collection of data bearing on
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consumption, particularly consumption of comumnodilies subject to
Union excise duties.

56, The proposal for devising the distribution scheme entirely on
the basis of ‘population’ is supported on the ground that population
of a State represents the ‘needs’ of the State and since the sharing
of excises with the States is not compulsory under the Constitution
and is only permissive, the proceeds of excises should be so distributed
between the States that each gets according to its needs. It may also
be argued that in the case of some commodities, population is a rcugh
index of total consumption. There is some substance in both these
arguments but we do not agree with the view that population is the
only index of the needs of a State. There are other factors which
are equally relevant. In our view while population should be the
major factor for determining the distribution, relativé ecohomic and
social backwardness of States should also be taken into account.

57. Belore we go to define the factors that we have taken inlo
account for determining the relative backwardncess of each State, we
would like to deal with the suggestion of certain States that following
the lead given by the last Finance Commission, we should also take

. . . .
into account the factor of relative financial weakness as measured in

terms of revenue deficits. We have stated at the very beginning of
our Report that we do not think that it is proper to bring in the
element of grant into the distribution scheme of divisible taxes. In
our view such non-plan revenue deficits as are left in certain States,
after taking into account the share of central taxes on the basis of
general and uniform principles applicable to all States, should be
covered by explicit grants under article 275 rather than by adjustments
in the formulae for distribution of taxes. Another point on which
we wish to clarify our stand is that we distinguish between economic
and social backwardness of a State and its financial weakness. It is
possible that a State may be economically backward and poor in social
services and yet it may have fairly comfortable position on revenue
acéount. There are States of this type. ln the distribution of pro-
ceeds of excise duties we have not taken financial weakness but have
taken economie and social backwardness as indicated by the following
factors:

(i) Per capita gross value of agricultural production;
(ii) Per capita value added by manufacture;

(iil} Percentage of workers (as defined in the Census) to the total
population;
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(iv) Percentage of enrolment in Classes I to V to the population
in age group 6—11;
(v) Population per hospital bed;
{vi} Percentage of rural populatjon to total population; and
{vii) Percentage of the population of Scheduled Castes and Tribes
to total population.

98. We consider that it would be adequate if the factor of relative
economic backwardness is given weight equivalent to 20 per cent,
For the other factor, namely population, we would recommend weight
equivalent to 80 per cent. We have worked out a schedule of distri-
bution on this basis, which is set out in the following paragraph,

59. We recommend that under Article 272 of the Constitution, in
each of the years 1966-67 to 1970-71, a sum equal to 20 per cent of
the net proceeds of the Union duties of excise on all articles levied
and collected in that particular year, excepting regulatory-duties,
special excises and duties and cesses earmarked for special purpose,
should be paid out of the Consolidated Fund of India to the States
and distribuled among them in the following proportion:

SCHEDULE OF DISTRIBUTION

States Percentage

1. Andhra Pradesh 777
2. Assam _ 3-32
3. Bihar 10-03
4. Gujarat 4-80
5. Jammu and Kashmir ! 2-26
6. Kerala 4-16
7. Madhya Pradesh 7-40
8. Madras 7-18
9. Maharashtra 8-23
10. Mysore 5-41
11. Nagaland 2.21
12. Orissa 4-82
13. Punjab 4-86
14. Rajasthan 5-06
15. Uttar Pradesh 14-98
16. West Bengal 7-51

Torat .. 100-00

G0. We «leal in a later Chapter with the topic covered by para. 4fg
of the Order of the President. The scheme of distribution outling
in this Chapter is in consonance with our views expressed there,
11° M of B —da '



CHAFPTER 7

ADDITIONAL DUTIES OF EXCISE IN LIEU OF
SALES TAX ON SUGAR, TOBACCO AND TEXTILES

61. Paragraph 4(d) of the Order of the President requires us to

examine the present distribution scheme in regard to the proceeds of

additional duties of excise in lieu of sales tax on cotton fabrics, silk
fabrics, rayon or artificial silk fabrics, woollen fabrics, sugar and
tobaeco (including manufactured tobacco) and to recommend changes,
if any, in the principles of distribution. We have howewar, to ensure
that whatever distribution scheme we suggest does guarantee to each
State an amount, in each of the financial years 1966-67 to +1970-71,
which shall not be less than the revenue realized from the levy of
sales tax on these items in the financial year 1956-57 in that State.

62. Before going into the principles of distribution, we would like
to stay: briefly the background and the rationale of the scheme of
additional excises, This is important because several non-official
organizations and individuals have urged that we should on our own
recommend an extension of the scheme of substitution of sales taxes
by additional duties of excise to several other commodities, important
ones being paper and related items, rubber goods, glass and glass
ware, steel products and mineral oils and related items.

63. Under the Constitution, the power to levy Union excise duties
is vested in the Union Government and that to levy tax op the sale
or purchase of goods, except those in the course of inter-State trade
and newspadpers, in the State Governments. There is, however, no
bar in the Constitution to the Union and the States extending to a
larger number of commodities the scope of the present agreement
that the Union Government would levy additional duties of excise
in lieu of State sales tax.

64. The present arrangement, under which the State Governments
do not levy any sales tax on textile, sugar, and tobacco owes its
origin to the consensus of opinion that emerged at a meeting of the
National Development Council held in December 1956. In anticipation
of the Council's decision being implemented by an Act ¢f Parliament,
the President asked the Second Finance Commission to make recom-
mendations as to the principles which should govern the distribution
among the States of the net proceeds of the additional duties and
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the amounts which should be assured to each one of them as the in-
come derived by them from such taxes during the financial year
1956-57. The Council’s decision and the recommendations of the
Second Finance Commission were implemented through the Additional
Duties of Excise (Goods of Special Importance) Act, 1957. The first
schedule of the Act prescribed the rates of additional duties of
excise and the second the scheme of the dstribution of the net rroceeds
among the States. The Act does not state that the States shall not
levy sales taxes on the specified commodities, but merely provides
that if in any year any State levies and collects a tax on the sale or
purchase of such commeodities, no sums shall be paid to that State
in that year by way of share out of the net proceeds of the additional
duties of excise, unless the Central Government by special order
otherwise directs.

65. A scheme of centrally levied additional duties of excise in
replacement of States’ sales taxes combined with a distribution
scheme is essentially in the nature of a tax rental agreement. It
can come into operation or be expanded in coverage only if the
Union and the States agree amongst themselves. The Finance Com-
mission comes into the picture only for the purpose of determining
the principles of distribution of the net proceeds. The present
scheme has been in operation for almost eight years. During this
period certain merits and disadvantages of ‘the scheme have come
to light. At present, on the one hand there is a demand from the
trade and other interests that the scheme be expanded so as to cover
some additional items and on the other almost all the States have
argued before us that the operation of the scheme has not benefited
them to the extent they initially hoped and that they would be
disinclined to get the scheme expanded in coverage unless certain
safeguards are provided to protect not only their existing revenues
but also the prospective increases in their revenues. Some Stlates
have second thoughts even about the continuance of the existing
arrangements. We deal with these aspects later in this Chapter.

66. The rationale behind the currently operative scheme of
additional excises in lieu of sales taxes is that if the tax is levied
at the first point, the chances of evasion would be minimized and that
a uniform levy at the point of production of such mass consumption
items as sugar, tobacco and textiles would be welcome to the trade,
industry, and the consumer as it would save them from the adminis-
trative complexities involved in the collection and payment of sales



32

tax. It was recognized from the very beginning that no State should
suffer because of the centralization of the levy, and hence each
State was assured that it would continue to get annually from the
Centre, by way of its share out of the proceeds of additional duties
of excise, at least that amount which it raised in 1956-57 in the form
of sales tax on commodities brought within the scheme of additional
duties of excise. Our terms of reference as well as those of the

Second and the Third Finance Commissions refer specifically to this
assurance.

67. It has been suggested to us that the assurance of the guaranteed

amounts is an indirect recognition of the logic that in the distribution '

of the net proceeds, the accent should be on compensating each State
fur the loss that it has suffered in its revenue by gurrendering its
right to levy sales tax on cerain commodities. The distribution
formula should be so devised that each State gets almost the same
amount as it would have got, had sales taxes on these commodities
been in operation with the same order of incidence as the additional
excise duties. Wider considerations such as needs of the States,
relative economic and social backwardness and population, it has
been emphasized, have absolutely no relevance so far as the deter-
mination of a distribution scheme relating to proceeds of additional
duties of excise is concerned.

63. We first deal with the guestion of guaranteed amounts. In
our terms of reference, it has been clearly stated that the share
accruing to each State shall not be less than the revenue realized
by that State in the year 1956-57 from the levy of the sales tax on
the commodities which are currently subject to these additional
duties of excise. We have thus to estimate the yield in each State
in 1956-57 on such commodities.

69. The Second Finance Commission adopted an elaborate pro-
cedure for working out estirnates of yield for the year 1956-57. It
obtained from each State figures of collection of sales taxes for the
years 1954-55 to 1956-57 in respect of the commodities brought within
ihe additional excise schemec. It also explored the possibility of
working out the estimates from the consumption data as available
from the Fourth Round of the National Sample Survey, the cstimates
prepared by the Textile Commissioner, the statistics of the clearance
or off-take of sugar prepared by the Sugar and Vanaspati Directorate
and the statistics of consumplion of tobacco contained in the report
on the marketing of tobacco prepared by the Agricultural Markeling

33

Directorate of Government of India. Taking all the relevant statistics
into account, that Commission worked out its own estimates of the
likely revenue., These were primarily based on consumption esti-
mates but a corrective on the basis of population was also applied.
It was the view of that Commission that the figures taken by it,
which were a mixture of consumption-based yield and population,
were the nearest possible approximation to the income of each State
from sales taxes on the relevant commodities during the financial
year 1856-57. The Third Finance Commission accepted the estimates
worked out by the Second Finance Commission but added to the
fipure of each State marpginal sums representing the estimated yield
in 1956-57 on account of sales taxes on silk fabrics.* We have not
attempted to work out a fresh set of estimates for the year 195%6-57,
as we feel that because of lapse of time a task of this nature will be
even more difficult now than it was at the time when the Second
Finance Commission framed its estimates. We, therefore, accept the
estimates worked out by the Second Finance Commission, and later
adjusted by the Third Finance Commission to take into account the
bifurcation of the old Bombay State as also imposition of additional
excise duty on silk fabrics.

70. We examined the issue whether out of the net proceeds of
additional duties of excise, the total of the guaranteed amounts shculd
first be set apart and then the balance be distributed in a certain

_manner, or the entire net proceeds should first be distributed in a

particular manner and then the question of guaranteed amounts
brought in. We feel that the latter procedure might create difficulties
jnasmuch as under certain circumstances it might happen that sorme
States' share may fall short of the guaranteed amount. We have taken
the view that the appropriate course would be the first and the more
direct one, namely that of giving to each State the guaranteed amount
first and then distributing the balance between different States on the
basis of certain uniform principles.

71. In regard to the principles for the distribution of the balance of
the net proceeds over the total of the guaranteed amounts, the Third
Finance Commission considered that it would be equitable to distribute
the excess collections partly on the basis of the percentage increase in
the collection of sales tax in each State since the year 1957-58 when
the additional excise duties were imposed and partly on the basis of

* QOnsilk fabrics the substitiution of sales taxes by addit'onal duties of excise was
niade in 1961,
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population. There is no indication as to the relative weightage given
to these factors., In our opinion, figures for collections of all sales
taxes in a State are a more direct indicator of the contribution made
by each State to the divisible surplus than population. Therefore, we
recommend that the distribution of the balance over the total of
guaranteed amounts may be made on the basis of the proportion of
sales tax revenue realised in each State to the total sales tax collections
in all the States taken together. For the purpose of determining the
proportion for each State, we have utilized the data relating to actual
collections of sales taxes over the years 1961-62 to 1963-64.

- 72. During the year 1956-57 the State of Jammu and Kashmir did
not have any sales tax and, therefore, the question of ’giving any
guaranteed amount to that State does not arise. The Second Finance
Commission had taken the view that since the incidence of the addi-
tional duties of excise would fall as much on the people of this State
as on the people of other States, Jammu and Kashmir should be given
a share out of the net proceeds. That Commission had fixed the share
of Jarmmu and Kashmir at 1} per cent of the net proceeds. The Third
Finance Commission jncreased it to 1% per cent. We do not consider
it necessary to change the Third Finance Commission's figure.

73. Both the Second and the Third Finance Commissions had taken
the view that an appropriate share of the total net proceeds should be
retained by the Union Government as heing attributable to Union
territories, the figure recommended by both the Commissions being
1 per cent, With the establishment of Nagaland as a separate State,
the President by an Order made under Secticn 23 of the State of
Nagaland Act, 1962, assigned for the year 1964-65 and thereafter 0:05
per cent. of the net proceeds to that State. Since this percentage was
taken out of the share of 1-00 per cent attributable to Union territories,
in effect the share attributable to Union territories has got reduced to
0:95 per cent. We are of the view that the amount attributable to
Union territories may be taken at 1-00 per cent of the total net
proceeds.

74. On the basis of the principles outlined abofe, we recommend
that in each of the years 1966-67 to 1970-71, the net proceeds of addi-
tional duties of excise on cotton fabries, silk fabrics, rayon or artificial
silk fabries, woollen fabrics, sugar and tobacco including manufactured
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tobacco, may be distributed among the States on the {ollowing
basis: :
(i} A sum equal to 1-00 per cent of the net proceec.ls of thesg
duties in any year may be deemed as being attributable to
Union territories and may, therefore, be retained by the
Centre; :

(ii) A sum equal to 1-50 per cent of the net proceeds in any
year be paid to the State of Jammu and Xashmir;

(iii) A sum equal to 0-05 per cent of the net proceeds in any

year may be paid to the State of Nagaland as its share;

{iv) Out of the remairﬁng 97-45 per cent of the net Procec'eds, tl'.le

following sums representing the revenue realised in

1956-57 by each respective State on account of sales taxes

on the six commodities be first paid annually to the

following States:—
(Rs. in lakhs)

States
Andhra Pradesh 23524
Assam 85-08
Bihar . 130-16
Gujarat - 32340
Kerala 9508
Madhya Pradesh 156°17
Madras 28534
Maharashtra 637-77
Mysore 100-10
Orissa 85-10.
Punjab 175-19
Rajasthan 90-10
Uttar Pradesh .575-81
West Bengal 280-41
Total: 3,254-00

and (v) the difference between 97-45 per cent. of the net proceeds
in any year and the total guaranteed amount of Rs. 3,254

lakhs would constitute the balance which may be distributed
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among 14 States, namely all Siates other than Jarumua and
Kashmir and Nagaland, as follows:—

States

FPercentage

Andhra Pradesh ' 742
Assam 1-98
Bihar 6-17
Gujarat T-43
Kerala 565
fadhya Pradesh 4-62
Madras - 1113
Maharashtra 19-87
Mysore 921
Qrissa 2-58
Punjab 5-01
Rajasthan 317
Uttar Pradesh 7-83
West Bengal 11-53
Total 100-00

75. Before we leave this subject, we would like to mention thai thg
States in Lheir representations to us have been critical of the way that
the scheme of substitution of sales tax by additional duties ef excise
has so far been operated. Their main point of criticism is thal
whereas aver the period 1857-58 ta 1365-86, the rates of basic duties of
excise on some of the items brought within the stheme have been
raised, and even special duties of excise introduced, the rates of addi-
tional duties of excise have remained unchanged. If the substitution
had net taken place, so runs the argument, the States would have had
the opportunity of raising sales tax rates on these items and would
have also benefited from the rise in prices, sales tax being an ad
valorem levy. It is further argued that over the past eight years,
sales iax revenues have shown a much higher rate of growth Lhan
the yicld {rom the additional duties of excise and that if the scheme
had not been introduced, the rate of increase in sales tax revenucs
from these items would have been closer to the rate for sales tax
revenue on other items.

76. As against the above views of the States, it has been pointed,

out {o us that over the period 195859 to 1965-66, the yield from addi-
tional dulies has increased by as much as 45 per cent, the increase
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in the yield from hasic duties of excise on these commodities {exclud-~
ing the yield from special duties of excise which fall in a distinct cate-
gory) being hardly 21 per cent. The items covered under the scheme
of additional dulies of excise arp essential consumer items; and it is
not as if the States tould have just gone on increasing the 1ates,
Indeed on items of compurable nature like maiches, Kerosene, coal and
vegetable produets, the sales tax rates between 1958-59 and 1963-G4
have either rernained altogether unchanged or shown very litile
increase. An important reason why the Union Government had not
revised the additional duties of excise rates with every change in basic-
rates is that sugar and textiles are items in the case of which often
downward adjustments had to be made and the Union Government.
did not want that the States’ revenues should be adversely aflected
by these downward adjustments. It is only in the case of tcbacco.
that basic duties have been increased and never lowered. The increase.
in sajes tax revenue in the States is inter alia due to enhancement
of rates in the case of luxury and semi-luxury iterns and coverage af
new items. It js argued that it would therefore not be correct to-
assume that the Siates would have manaped to realize the vame rate
of increase in the sales tax revenue from these items as they have
realized in the case of the total sales tax yield.

77. We have not thought it necessary to go into the validity of the.
grguments for or against the manner of the implementation of the
scheme by the Union Government. We feel that if some sort of insti-
tutional arrangement existed and both the Union and the State
Governments had the opportunity of explaining each others views,
the imolementation of the scheme would have heen considerably hetter-”
angd misunderstandings less.



CHAFTER 8

COORDINATION BETWEEN SALES TAXES AND UNION
EXCISE DUTIES

78. This Chapter deals with paragraph 4(e) of the Order of the
President in which we have been asked to make recomnmendations
in regard to (a) the effect of the combined incidente of a State’s
sales tax and Union duties of excise on the production, consumption
or export of commodities or products, the duties on. which are shar-
able with the States, and (b} the adjustments, if any, to be made in
the State’s share of Union excise duties, if the sales tax rates levied
by the State exceed certain specified ceilings.

79. This term of reference involves the determination of two
Jssues:

(i} Measurement of the impact of the two levies on praduc-
tion, conswmption or export of various commodities and
a finding as to the cases in which the combined incidence
has an inhibiting effect on consumption, production or
export; and .

(i) in the light of the finding on (i), censtruction of an
adjystment formula under which the share of the States
out of Union Duties of excise could be reduced if the
States exceeded certain specified ceilings in regard to
sales tax rates, '

The first issue concerns economic aspects of commodity taxation,
while the second concerns devolution of taxes from the Union to

the States.

£0. Before poing into the problems of measurement of the inci-
dence of these two levies and their econcmic consequences, it may
be useful to explain briefly the nature and impart of these levies.
Both the Union duties of excise and the sales taxes levied by the
tates are taxes on commodities. Although from the point of view
of the incidence on the consumer, there is no essential difference
between the two levies, the two taxes are not identical or inter-
changeable. An exvise is a levy at the production point whereas a
sales tax touches a commodity at one or more points of sale or pur-
chase Letween the stages of production and final consumption. For
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each given commodity, there can be only gne stage at which the
commodity completes the production pracess, and so an excise levy
should theoretically be only at one point. Since, however, the
component parts might themselves have' been the subject of excise
levy, an excise duty on the final product may in practice involve
multiple duty on the components unless the duty is based on the
value added by manufacture, as is done in gome countries. In the
case of sales, however, the same commodity may pass through
different stages of sales, thereby exposing itself for laxation at
more than cne point, depending upon the system of the sales tax
levy. An excise levy ends at the production point and does not take
into account, even indirectly, elements of cost that are incurred
after the production stage, e.g. freight, insurance, distribution
charges, ete. whereas a sales tax is on & more comprehensive con-
cept of cost and touches not merely the cost at the production point,
but also subseguent elements, including profits and the excise duty
itself. An excise duty in India, being a Union levy, does not differ~

‘entiate between one region and another and is uniform throughoyt

the country. On the other hand the sales tax system and the rates of
sales tax differ from State to State. Again, while most of the excise
duties are specifit, sales taxes are ad valorem levies. In a phase of
rising prices, other things remaining the same, the sales tax yield
automatically goes up. '

BL. In some countries where excise duties are exclusively re-
served for the Centre, the levy of sales tax by States has been held
to be unconstitutional on the ground that they are substantially the
same as excise dutiesz Similarly the question has been raised
whether ad valorem excise dutieg are not really sales-taxes, But
the point that needs to be noted is that although on the surface
sales taxes ond excises may appear to be similar in nature, they
have distingnishing features. Both have a positive place in a com-
prehensive system of taxation and are expressly mentioned in our
Constitution.

82. In the wake of develppmental plan.nix;g and the search for
resources over the last fifteen years, both Union excise and sales
tax systems have expanded considerably, in depth as well as range.
In 1950-51, the aggregate yield from the two levies was roughly
Rs. 128 crores, representing 1-3 per cent of the natiopal income in

. that year. By 1963-64, the level had risen to Rs. #98 crores, account-

ing for 5-8 per cent of the national income. On the basis of 1965-66
budget estimates, the total of the receipts comes to Rs. 1135 crores.



The growth rate in the se of exc 33 has, however,

been 1.
than in the case of sales  xes. hlgher

83. 71 1950-51, the aggregate excise revenue amounted to Re .
crores. Only 15 items we: subject to levy at that time, FOrs' 6
year 1 5-66, the level of receipts, including additio 1 dutjeg the
excise in lieu of sales © : and the special excise, is estimateq °
Rs. 819 crores. Among the tax receipts of the Union Govern
the excise revenue occupies the most ~minant Position

ment’
accounts for as much as 42 per cent of the total. ang

84. As regards the yield of sales taxes, the growth rate Over t
past fifteen y_ rs differs from State to State. Taking all the State
together the yield in 1950-51 was around Rs. 60 crores, acc0untins
for 27-5 per cent of the aggregate State taxes. According tq thi
budget estimates for 1965-66, the sales tax 2:venue is expecteq to
be Rs. 316 crores, representing roughly 41 per cent of the tota]l yield
from State taxes. In the structure of States’ finances, saleg taxeg
occupy about the same position as excises in the Union finances
although the relative importance of sales tax differs from State to
State.

85. We have been called upon to measure the combined incidence
of these two faxes and the effect of the incidence on productioy
consumption or export of the commodities taxed. The incidence o‘%
a tax refers to the burden that the tax imposes on the tax vpayer.
The incidence can be measured in terms of either ‘formal’ or
‘effective’ incidence. It is comparatively easier to measure the
former than the latter. The Taxation FEnquiry Commission of
1953-54 was asked to examine the incidence of Central, State and
Local taxation on the various classes and in different States. That
Commission worked out only the formal incidence and did not find
it possible to measure the effective incidence. The study made by
that Commission was carried forward by the Tax Research Unit of

the Union Ministry of Finance and the latest year for which find-
ings are available is 1958-58. Both these studies estimate the in-
cidence of all the Central excises taken together as also of sales
taxes on different classes of consumers. There is no commodity-

wise analysis and hence these studies do not have much bearing on
our ork.

86. We examined the possibility of determining the proy :tio?
that the combined money burden of excises and cales taxes bed’s
i 3 . vy 4

to the sale price of each taxed commecdity, with the help of dai
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tral Excise Tariff and information op the rate

ied from the States. We found that even :hf’f
istles with many difficulties. Ag stated earh’ei*S
> mostly in terms of specific rates, sales taxeg are’
es. This creates the problem of converting the
d valorem rates. For the same commodity the
r for different categories, whereas generally in the
there is no such differentiation. Further, there is
r in the system of sales tax levy from one State to
question of bringing them to a uniform scale is a
herever the sales tax rates are on the basis of a
, the problem is simple. But where these rates gre
-point, double-point or a combination of various
version  of these levies into single-point rates
problems. As per proforma given at Appendix
to obtain from each State the data regarding total
d total sales tax collections under each item. If
oecome available to us, the problem of converting
other levies into single-point levies would have
ve found that most States were not in a position to
a. Finally, the total incidence of the excise duty
n manufactured commodities may also have to in-
:e of excise duty and sales tax on their components;
n of this multiple incidence is not always easy.
se reasons, we found it difficult to pursue even the
the proportion that the money burden bears to the

of each excisable commodity.

. were able to determine the proportion that the
‘the two taxes bears to the total price of a commo-
t have taken us far in relation to the main task
e to assess the effect that that money burden has
nsumption or export of a commodity. Admittedly,
gation has a bearing on the price of a commodity
5 more than one out of a host of important factors.
a position to undertake for each excisable item de-
sis studies of the type that are usually undertaken
ommission, we would not be able to determine
fuction, consumption or export is heing hampered
~cossive hurden of these two taxes of because of
yrs. In order to recommend any ceilings on szles
ot only to determine the combined incidence of the
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there is already a ceilir  of 2 per cent on sales tax rates under
Central Sales Tax Act, 1956. Then there are certain other iten,
known as ‘spccial goods’ in respect of which all the States ap, )
present uniformly levyir  a sales tax at the rate of 10 per cent, Th,
suggestion for this uniform levy was given by the Union GOVQI‘n‘
iment and the States have accepted it. There are in all 15 itemg ir
this category out of which 7 items, namely (i) motor vehicleg, (iij
tvres and tubes, (iii) cycles and parts thereof, (iv) refrigerators ang
air conditioners, (v) wireless receiving sets, (vi}) gramophones and
(vii) certain iron and steel products are now in the excise list, In
the case of these items, no upward revision is likely in tha near
future; at any rate, since the current rates have been fixed afiq,
consultation with the Centre, in future also the revision woulgd he
after mutual consultation. Thus out of the 68 commoditiss, it i
in the case of 49 commodities that the question of coordinatiey
between excise and sales tax arises. The States’ view generally i
that if on a proper study of the facts, it is found that in the case of
a few selected items out of these 49, a coordinated tax policy ig
called for, that could certainly be effected. But the proper course,
they point out, for such coordination is not the mechanism of a
financial sanction in the form of reduction in the share out of

-devolution itermn but a periodic exchange of views between tt-
Union and the State Governments on problems of taxation ar
related subjects, with a view to evolving coordinated lines of action

93. It has been pointed out to us that there is no need to 1
to a scheme of linking the share out of Union excises with sale
rates as the existing powers with the Union Government 1
article 286(3) of the Constitution together with Section 14 o
Central Sales Tax Act, 1956 are adequale for controlling the 1
limit of sales taxes in the case of such items as might be deem
be of special importance. If such actiocn is necessary and the &
agree, so runs the argument, the Union Government could fu
enlarge the existing list, after providing for compensation ¢
States for loss of revenue, rather than rescrt to a financial san
of the type contemplated in the term of referrence.

94. Certain States have argued that a scheme of ceilings or s2les
tax rates would be inequitable as between industrially and 5o
mercially advanced States with a fairly large urban sector 7
the States which are predominantly agricultural. In the €a5°
of the former, the sales tax yield occuzies a much T
pivotal position in their finances than in the la‘ler; if coilings






CIXAPTER 9
PRINCIPLES GOVERNING GRANTS-IN-AID OF REVENUES

Y7, Article 200{3) (b) of the Constitution requires us to make re-
commendzations as to the principles which should govern the grants-
ir-aid 0f the revenues of the States out of the Consolidated Fund of
India.

4. The First Finance Corunission considered the matter in detail
and recgnmendec} that budgetary needs of the States should be an
important criterion for determining the assistance required by the
Stales -B“&}}}EL in arriving al the needs, appropriate allowances have
1 be macle based on a number of considerations, The first considera-
tor was that the budgets should be reduced to a standard Iormwby
eiminating non-repetitive itesns, Second, due consideration should
be given to the tax effort by the State and the extenl to which the
State itself had made efforts to raise resources in relation to its tax
polential.  Third, allowance should be made for the scope for
ceonomy in expenditure. Fourth, the system of grants-in-aid should
Lie dr,s.;[_,ned to avoid large disparities in the standards of basic social
services, Fifth, grants-in-aid may be given to help individual States
to meet their spemal burdens, if such burdens are of national con~
CeIn and if they are likely to cause undue strain on the States’ fin~
ances. Sixth, grants-in-aid may be given for broad national purpgses
with a view ‘W further any beneficient service of primary import-
ance in regard 1o which it is in the national interest to assist the less
advanced States to go forward’,

99, The Second Finance Commission considered these principles
urexceptionaile. I, however, added that the eligibility of a State
i grants-in-aid and the guantum of such aid should depend upen
i3 isen] need in a comprehansive sense, That Commission  also felt
that the gap between the ordinary revende of a State and its normal
revenue expenditure should as far as possible be met by sharing of
iaxes and tnat grants-in-aid should be the residuary form of assist-
snee. Although it recognised that specific purpese grants may be
rivenn, no such granis were given by that Commission,

160, Thne Third Finance Comnuission also was in agreement with
the peneral principles enunciated by the earlier Commissions. It,
towever, felt that the ‘fiscal needs’ as assessed by the Commissicn
should take into account not only non-plan expenditure but also
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plan expenditure; it also [elt that it would be advisable to attach
strict conditions of utilisation to any grants-in-aid given for activi-
ties meant to serve national purposes but that States should have
freedom to reappropriate funds from one nllocation to enother in
respect of grants meant generally to strengthen the State seetor,

101. The above principles laid down by the previous Commis-
sions are still valid and we agree with them cxvept to the extent
that we do not recommend the inclusion of plan grants and special
purpose grants in grants-in-aid, for reasons which are given else-
where in ihis report. In applying these principles and working out
the grants-in-aid admissible to States, our terms of reference re-
quire us to have due regard to cerfein special considerations which
were not specifically mentioned in the terms of reference to the
earlier Commissions. Among these considerations are the expendi-
ture devolving on the States for servicing of their debt, the creation
of a fund out of part of the proceeds of estate duty, and the scope
for economy consistent with efficiency which may be effected by the
Slates in their administrative expenditure. We have dealt with
some of these considerations in other parts of this Report. The pro-
cedure followed by us to work out the fiscal needs of the States is
olso discussed in the following chaptler in connection with the deteyr-
mination of the quantum of the grants-in-aid under article 275(1)
of the Constitution,
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item on the basis of the figures of gross expenditure for eight years
ending with 1964-65 (RE). Where the reassessed figure was lower
than the figure adopted by the Second and Third Finance Commis-
sions, we have retained the latter figure. Since eight years’ figures
were not separately available for Maharashtra and Gujarat, the
amounts asked for by them have been adopted for these States. The
annual amounts included by us in our estimates of expenditure are
given below:
(Rs. lakhs)

Annual  estimated
expendirure on

S. No. States relief from natural
calamities included
in our asscssment

1. Andhra Pradesh . . . . . . . 75
2. Assam .o . . . . . . . 40
3. Bihar . . . . . . . . . 140
4. Gujarat . . . . . . . . . 30
5. Jammu and Kashmir |, . . . . . . 28
6. Kerala . . . . . . . . . 10
7. Maudhya Pradesh . . . . . . . . 30
8. Madras . . . . . . . . f 50
9. Maharashtra . . . . . . . . 60
10. Mysore . - . . . . . . . 13
11. Orissa . . . . . . . . . 123
1z, Punjab . . . . . . . . . 197
13. Rajasthan . . . . . . . . . 93
14. Urtar Pradesh . . . . . . . . 75
15. West Bengal . . . . . . . . 535
ToranL . . . 1560

FooT-NOTE :

() West Bengal's expendirure under head “64-Famine Reliel” included some expen®
diture which was not normally included under this head in other States. The
figure of West Bengal is, therefore, not strictly comparable with those of the
other States,

(z) No provision is made for Nagaland since 0o expenditure has been incurred
under the head * Famine Relicf .

109. We have included in our assessment estimated expenditure on
the continuance of any existing schemes for the subsidised distribution
of milk and foodgrains and for rural electric supply.

110. In March 1965, after we had received the forecast from the
States and concluded our discussions with the representatives of most
States, the Government of India sent us a copy of their communica-
tion to the State Governments suggesting an increase in the upper
monetary limits adopted for debiting the expenditure on individual
works or schemes to revenue. From the commencement of the Fourth
Plan, it was proposed to increase the existing monetary limits, i.e,,
Es. 20,000 for individual works and Rs. 1 lakh for works of the same
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character forming part of a scheme to Rs. 1 lakh and Rs. 5 lakhs res-
pectively. The State Governments were requested by us to indicate
the increases in their estimated revenue expenditure during the Fourth
Plan period occasioned by this enhancement of limits. The States
reported varying amounts. Since we have not been able to get any
reliable and consistent basis for the increases claimed by the States
as a result of this letter of the Government of India, we have not
taken into account for any State, the effect of this change of classifica-
tion on the revenue during the Fourth Five-Year Plan.

111. For the purpose of our estimates, we have mnot taken into
account as expenditure, the estimated loss that will be incurred during
the Fourth Plan period by enterprises (including electricity schemes)
departmentally managed by the State Governments.

112. We have added in our estimates of expenditure the require-
ments of the States for payment of annual interest on loans outstand-
ing at the end of the Third Plan period (public loans, Central loans
and other loans) on the basis of annual outstanding amounts as at the
end of each year (i.e, net of repayments) as reported by the State
Governments and the Accountants-General. Interest liability on
account of other non-plan loans likely to be raised during the Fourth
Plan period has also been allowed in our estimates of expenditure, on
the basis of information obtained from the State Governments. The
interest liability during the Fourth Plan period on account of the
above two classes of loans is as follows:

(Rs. crores)
5. No. States Amount
1. Andhra Pradesh . . . . . . . 76-95%
2. Assam ' . . . N . . - 3020
3. Bihar . . . . . . . . . B86-08
4. Gujarat . C . 50-81
<. Jammu and Kashmir . 20°14
6. Kerala . . . . . . . L. 40-48
7. Madhya Pradesh . . . . . . . 73°53
8, Madms . . . . . . . . . 79-13
9. Maharashtra . . . . . . . . 97-8BI1
10. Mysore . . . . . . . . . 58-66
11. Orissa . . . . . . . . . 62:37
12. Punjab . . . . . . . . . 7553
13. Rajasthan . . . . . . . . £8-01
14. Unar Pradesh . . . . . . . . 104-21
15. West Bengal . . . . . . . . 73°73
" ToTAL . . . 987-64
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113. We have also included in our assessment of expenditure the
requirements for payment of full interest on Fourth Plan loans that
will be raised by the States during 1966—71. We have not allowed
for capitalisation of any portion of the interest. We have utilised

. the data obtained from the Planning Commission for our cstimates
of borrowings by the individual States. For Central loans we have
‘ not provided any interest for the year of borrowing while for other
ivans we have provided for interest for hall a year, in the year of
worrowing. The amounts estimated by us on this aceount for each

State, for interest payments on the gross Fourth Plan Joans are as
follows:

(Rs. crores)

S. No. States Amount
:.':::ndhra Pradesh . 4348
2. _ssam . . . . . . . . . 16 10
3. Bihar . . . 41-31
4. Jammu and Kashmir . . . . . . . 8-90
5. Gujarat . . . . . 25
. . . . . 5 3
- ¢ i\:m:: . . . . . . . . . 22:00
L Ma.d va Pradesh | . . . . . . . 1797
8 adras R . . . . . . . . 41-61
4. Maharashira . . S1°1§
10. M)fsorc . . . . . . . . . 20-9F
11, Cj)m?a . . . . N . . . . 31-58
12. Punjab . . . . . . . . . 26-99
13. Rajusthun . . . . . R . . . 29-46
14. U.uar Pradesh . . . . . . . . 68-38.
15, West Bengal . . . . . . . . 4514
TotaL . . . 522°29

114, Paragraph +(a)(iii) of the Order of the President requires us
izke into account, for the purpose of determining the needs of
tes for assistance under article 275(1) of the Constitution, the
enditure likely to devolve upon the States for the servicing of
heir debt. Elsewhere in this report we have expressed our cpinion
that the service and amortisation of the market borrowings ¢f the
State Governmentg must Tform part of the revenue liabilities of the
Stute Governments. We have accordingly included in our assessment
expenditure on these items estimated on the basis of the existing
practices adopted by the State Governments. This has resulted in
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allowing provisions only at nominal rates for some States and for
other States at adequate rates which will enable full repayment of
the loans on maturity. We feel that the entire question of indebted-
ness of the States and the soundness of the existing borrowing, inter-
est payment, repayment and accounting practices in this respect
should be reviewed on the basis of detailed study and veport by a
competeni body to be set up for the purpose. The rate at which
contributions to the sinking fund should be charged to the revenue
account by States and the steps necessary to make the accumulations.
available for the purposes for which they are intended should con-
stitute part of the terms of reference to that body about which we
have made [urther recommendations in a later chapter of this
report. We consider it proper to include in our estimates of revenue
expenditure, provision for contribution to sinking [unds for public
loans on the basis in force at present. The amounts included for
the five years for the various States on account of sinking fund provi-
sion for public loans (including Fourth Plan loans) are as below:

(Rs. crores)

S. No. States ‘Amount

1.  Andhru Pradesh . R . . . . . 494
2. Assam . . . . . . . . . 1119
3. Bihar . . . . . . . . . 904
4. Gujarat . . . . . . . . 2841
5. Jammu and Kashmir . . . . . . . -—
6. Kerala . . . . . . . . . 3-63
7. Madhya Pradesh . . . . . . . . 719
8. Madras . . N . . . . . . 8:90
9. Malarashtra . . R P . . . . 46-8%
10, Mysore . . . . ) . . . . 1§ 00
11. Nagaland —_
12, Orissa . . . . . . . . . 3149
13. Punjab ' 12-15§
14. Rajasthan , . . 1§-90
15. Uunar Pradesh . . . . . . . . 61-97
16, West Bengal . . . . . . ' 2856
ToTAaL 286-22

115. The instructions in our letter requesting for forecasts of
revenue and expenditw » from the State Governments required that
expenditure on schemes tinanced by non-plan grants from the Centre
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should be included under expenditure and that an explanatory note
indicating the Central grants likely to be received should also be
furnished. Some States furnished such information but certain
other States provided expenditure estimates after deducting the
Central grants expected by them. In forecasting their expenditure,
State Governments have assumed the continuance of non-plan grants
on the existing basis for the following items: (i) labour and employ-
ment schemes, (ii}) implementation of gold control rules. (iii) rehabi-
litation of displaced persons, (iv} subsidy in respect of interest on
luans for flood control schemes, (v) civil defence expenditure,
(vi) expenditure on outside police force borrowed in connection with
cmergency {in respect of Assam), Additional Punjab Armed Police
Battalion deployed in Lahul and Spiti (in respect of Punjab),
(vii) Administration of Lahul and Spiti (in respect of Punjab),
and (viii) expenditure on Uttar Khand Division (in respect cof Uttar
Pradesh).' The deficits and surpluses arrived at by us are, therefore,
derived after taking credit for the non-plan grants expected to be
icceived by the States for such schemes.

116. The Third Plan schemes, more especially in the social service
.cctors, create liability for ‘committed expenditure’ during the Fourth
“lan period. The expenditure on this account in 1966-67 has been
_lculated by us on the basis of the estimated level of revenue plan
:penditure in 196566 in each State as ascertained from the Planning
rummission and its composition as assessed on the basis of informa-
son furnished by the States. Provision was also made for an annual
rowth rate of 3-5 per cent. in the committed expenditure. The total
mount included in our estimates on account of committed expendi-
ure of Third Plan Schemes for all States for the five-year period
~tnes to about Rs. 1,230 crores.

117. In scrutinizing the forecasts of revenue and expenditure pre-
nted by the States, we have taken into account the normal caution
.th which estimat ‘nging over a large variety of items and over
ieng period of have to be prepared in the interest of
.und finance. T —aces produced successive revised forecasts
ther revising the original figures on the basis of further information
- including fresh items of expenditure not included in the criginal
rccasts. We have accepted the revisions wherever they were justi-
1 on the basis of the latest actuals. While revising expendilure
‘imates on account of inclusion of such new items, the Commission
. taken into account the possibility of accommodating part of the
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expenditure on these new items by means of marginal reappropriations
in the large aggregate amount of the expenditure budget.

118. Paragraph 4(a)(v) of the Order of the President requires us,
while recommending grants under article 275 of the Conciitution. to
iibr ITU orommhnatinon e mEe e Sonnormy  cohoicient with
efficiency \xh ch may be effected by States in their adm nistrative
expenditure. In examining the forecasts of revenue and expenditure
we have kept this aspect in mind. We have excluded from our zssess-
ment of expenditure items such as loss in the working of_ public
effﬁﬁ:rlses We have alsg assumed full realisation of current mterest
dues from States corporations.

119. Our terms of reference specify that in making recommenda-
tions for assistance to States by way of grants-in-aid, we should have
regard, among other considerations, to the creation of a fund out of
the excess, if any, of the net proceeds of estate duty (over a limit
to be specified by the Commission), for repayment of States' debt to
the Central Government. We have given our views elsewhere in
this report why we do not think there would be an advantage of any
consequence in adopting a scheme of the kind suggested by implica-~
tion in this part of our terms of reference; in view of that position, we
have not allowed any transfers of revenue from the proceeds of estate
duty for creation of the proposed fund. We have, however, indepen-
dently considered the subject of States’ indebtedness to the Union
Government in another part of our report.

120. It was represented to us by almost all States that their present
levels of expenditure for maintenance of public.works, more espe-
cially roads were grossly inadequate and that application of past
growth rates for forecasting the non-plan expenditure on public
works during the Fourth Plan period would not meet the need for
improving the existing conditions of roads. Some States have, there-
fore, urged the continuation of the special purpose communications
grant while some others have made substantial additions in srriving
at the base figure of 1966-67 expenditure on public works in their
forecasts. We agree that there is need for improving the standards
of public works maintenance in States but for reasons given elsewhere
we have not recommended any specific purpose grants. However, to
meet the needs of the situation and tor according a uniform treatment
to the different States, we have estimated the 1965-66 expenditure on
public works with reference tn past trends over actuals of 1963-64 and
have made due allowance for ths enhanced standards of maintenance,
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121. On the receipts side, we have not included any transfer from
Central Road Fund since the amounts are intended to be utilised for
financing developmiental outlays in the Plan. These receipts may,
Lherefore; be counted as resources for financing the Fourth Plan, We
have also excluded any expenditure which was proposed in the
States’ {orecasts to be financed out of Central Road Fund grants,

122. We have allowed transfer to Zamindari/Jagir Abolition Fund
from the revenue account in the case of States which have been mak-
ing such provision from the revenue account. We have taken the
view that land reform measures were largely in the nature of basic
social reform and that as such the net burden falling on the States’
exchequer on account of this reform might appropriately be met out
of the revenue budget itself. Even if the Zamindari Abolition Bonds
were treated as public loans, some provision for their amortization
would have to be made in the revenue budget on the same basis as

~amortization provision for public loans. Further, increases in land
revenue receipts on account of Zamindari Abolition measures acerue
in the revenue budget. In view of all this, we felt that it veoould ke
proper to make provision in the revenue budget for payment on
acequnt of Zamindari/Jagir abolition operations.

123. We have included in the revenue receipts the proceeds of
betterment levies and of sale of State property.

124. In the assessment of non-tax revenues of the States, we
could take into account only the revenues likely to accrue from
schemes completed by the end of the Third Plan period. Receipts
arising from the Fourth Plan schemes, including interest on fresh
lendings, have been left out since the size of the Fourth Plan and
1ts distribution among various sectors for each State are yet to Le
finalised. These receipts may, therefore, be counted as resources
{or financing the Fourth Plan.

125." While examining the forecast of receipts and expediture,
we found that some States have shown transfer of proceeds from
rertain taxes like tax on motor vehicles, sales tax’ on motor spirit,
ugar cane cess, &ducation cess, electricity duty an"dmtoli ori bridges'
to funds set apart for meeting specifie items of expenditures. Some
of these items formed part of non-plan revenue expenditure already
ncluded in the forecast while others constituted Fourth Plan
eXpenditure or capital expenditure outside the plan with which
ve are not concerned. .We took the view that we should allow
or such transfer of tax revenues not only where the Fund is meant
or financing the non-plan revenue expenditure but also when it
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is specifically earmarked for a particular purpose outside the nona-
plan revenue account. This would have the effect of making the
balance in these funds which i8 not being used for non-plan
purposes, available for plan expenditure.

126. For determining the needs of the States for assistance under
article 275(1) of the Constitution, it was necessary to examine in
detail the forecasts of revenue and expenditure furnished by each
State, taking into account the trends of growth of revenue and
expenditure in the past and the facts and arguments produced in
support of the detailed items in the discussion and correspondence
with the State Governments. '

/127. The interest receipts from Electricity Boards and other
aulonomous  enterprises had been estimated by several States on
the assumption that they would be unable to pay the entire amount
due under this head and that there would be a further increase in
arrears, over the levels existing at the end of the Third Plan. In
our assessment for the purpose of determining the revenue gap
and the requirements of granis under article 275, we have assumcd
that the States must treat as resource lheir entire interest dues—
excluding interest on Fourth Plan loans. We have not assumed
any rcduction in the arrears of interest as outstanding at the end
of the Third Five-Year Plan, except where expressly indicated
otherwise, in the States’ own forecast.

128, Many States included in the forecast demands for large
increases over present levels and past trends under police expendi-
ture, grants to local bodies and pay and allowance of State
employeces. These demands by the States were not always
supported by firm decisions and detailed data. The Commissiva
therefore decided to inelude only those increases in expenditure,
which were based on firm decisions of the State Government
incorporated in orders which committed the Government to liabilily
an that account. As a consequence of this decision we had to leave
out & few cases on which proposals calculated to involve commit-
ments are at various advanced stages of consideration and action
has been held up awaiting the report of a Commission or the
passing of an Act by the Legislature. These are listed in Annexure
1, Part 1. We recommend that in case thesé propopsals mature
into commitments before the President issues orders under article
275 of the Constitution, and the Union is approached by the State
Governments, those requirements may also be taken into account
by the President in determining the amounts to be granted under

article 275. .
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123. Our estimates of revenue and expenditure take into account
all firm Government orders (including orders granting interim
reliefs in pay and D.A.) and enactments up to the end of June 1965,
We had hoped to take into account all revisions of estimates of
States' expenditure on account of pay and allowances of employees
of State Governments and local bodies and school teachers
intimated to us by the Governments upto the end of July, 1965 on
the basis of firm Government orders creating the liabilities but
we have not been able to do so in respect of the liabilities created
by the orders listed in Annexure 1, Part 2 either because there was
not sufficient time after their receipt to reassess the estimates, or
the proposals were not accompanied by the basic particulars and
other data necessary to enable us to determine the need for
additional grants-in-aid. We recommend that the effect of these
liabilities may also be taken into account in fixing the article 275
grants to be included in the Order of the President.

130. An assessment of needs of the type undertaken by us
cannot obviously take into account various items of requirements

which might emerge during the next five years and which cannot

be foreseen at this time. An appropriate procedure will have to
be evolved to take such needs into account and to afford Central
assistance wherever necessary.

131. Our assessment of revenue receipts and non-plan revenue
expenditure of different States for the five-year period 1%66-67 to
1970-71 made in the manner explained in the preceding paragraphs
works out to the following estimates of non-plan revenue gap:

(Rs. crores)

S. Ne. States Non-Plan revenue

gap during 1966-7%
1. Andhra Pradesh - . . . . . 202-73
2, Assam . . . . . . . . . T 144796
3. Bihar . . . . . . . . . 108-21
4. Gujarat . . . . . 113*55
5. Jammu and Kashmir . . . . . R . 6610
6, Kerala . . . . . . . . . 15861
7. Madhya Pradesh . . . . . . .. 162-03
8. Madras . . . . . . . . . 20732
9. Maharashira . . . . . . . . 4472
10, Mysore . . . . . . . . » 202 52
11. Nogaland . . . . . . . . . 53-46
2. Qrssa . . . . . . . . . 231-8%
13. Punjab . . . - . . . . . 75-03
14. Rajasthan . . . . . . . . . 13041
15, Unar Pradesh . . . . . . . . 306° 75
16. West Bengal . . . . . . . . 15344

ToraL . . 2426°69
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the revenue deficits estimated for the ﬁv.:e—
following States as their
e., shares of income-tax,

132. After meeting
year period, the amounts accruing to the‘
shares of the various taxes and duties (i. . :
estate duties, Union excisc duties, additional excisc dutle.s and
grants in lieu of tax on railway passenger fares) re.zsult in the
surplus noted against each State for the five-year period. We do
not recommend any grants under article 275 for them:

(Rs. crores)
S. No. Sratcs Surplus
-2

1. Bihar . . . . . . . . . 89-25

. 00
2, Gujarat . . . . . . . 8

3. Maharashira . . . . 21566

4. Punjab . ; . . . . . - 29-83.

5. Utar Pradesh . . . . . . . . 17-02

6. West Bengal . 1397

‘ToraL . . . 373:73

133. The revenue deficiis for the five-year period are m excess
of the amounts accruing to the following 10 states as their shaf'.es
of the various taxes and duties (i.e, shares of income-tax, Union
excise duties, additional excise duties, estate duty and grants. in
lieu of tax on railway passenger fares) by the sum shown against
each and we recommend that annual grants' equal to one fifth of
the sum may be given to each of them under articlz 275 of the

Constitution:
(Rs. crores)

Deficit (5 times

S. No. Siates el goant)
1. Anchra Pradesh . . . . ) gg_g
2. Assam . N \ . . N . . 32-85
3. Jammu and Kashmir . . . . . . . Rt
4. [Feiala . . . . . . . . o
5. Aladhiva Puadesh . . . . .

6. Madrmas . . . . . . . . . 3&{ '.‘«;g
7. Mysore . . . . . . . . . s
8. Napaland . . . . . . . . . 3333
g. Orissa . . . . . . . . . 136
to. Rajasthan . . . . . . .

ToraL . . . 609-45




CHAPTER 11

GENERAI. OBSERVATIONS AND SUGGESTIONS

134. We now deal with certain guestions of a general nature
which are of importance in connection with the topies constituting
our terms of reference and the recommendations made by us on
these topics.

I. Institutional Provision for Inter-Governmental Consultation—

135. While we were considering the requests of several Stares
in regard to the sharing of centrally levied taxes, and in particular
when we discussed with them the implications of our term of
reference contained in para 4{e) of the Order of the President—i.e.
adjustment of a State's share of Union Excise Duties if the State’s
sales tax exceeds a specified limit—, we noticed that a very wide-
spread misunderstanding about the Union Government's policy is
prevalent among them. The general charge is that the Union
‘Government has a tendency to neglect shared revenues, cven
shared parts of one and the same item, in favour of non-shared
revenues and that there had not been adequate exploitation of the
assigned taxes mentioned in article 269 of the Constitution. Each

State illustrated this view with what it thought was an apt case.

Some States had a feeling that as the Constitution now stands, a
temptation on the part of the Union Government to neglect the
State's needs is inescapable. A general review of inter-govern-
mental firnancial relations to be followed by constitutional amend-
‘ment, if necessary, was also urged. A more general feeling,
however, favoured more frequent consultations among the State
Governments, and between State Governments and the Union
Guvernment on all matters of common financial interest.

136. It was neither necessary nor possible for us to go into the
merits of these opinjons except in so [ar as they appeareq to alfect
the prospects of a cooperative and coordinated policy in regard
1o complementary and alternative sources of revenue such
as Union excises on the one hand and sales taxes of States on the
-other. Article 274 of the Constitution would appear to have been
purposefully framed to forestall and Lo remedy misunderstandings
such as these, This article provides in effect that no proposal
‘which in any way affects existing or prospective financial interest
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of a State shall be presented to Parliament except on the tecom-

mendation of the President. An explicit provision for a recom-
mendation by the President should normally entail some mechanism

other than the wusual briefing and advice from the concerned

Ministry at the Centre. While on several important subjects of
common financial intcrests, consultations with individual States
and groups of States have been held in the past there is no regular
provision or convention about preliminary consultation with
concerned States before the President makes a recommendation to
Parliament.

137. Thus, though procedural requirements of article 274 have
all along been observed, such observance may be capable of further
Improvement in such manner as would mere fully carry out the
purpose of this article and would convey greater reassurance to
the States. Contacts among States, and between the States and
the Union Government, for discussion of matters of commeon
financial interest ought to be much more regular than they have
been in the past., Zonal meetings and meetings of the National
Development Council are concerned with such a large number of
important questions that they cannot always be expected to give
to specific financial issues the close and detailed attention which
they deserve. The real intention of article 274, namely that all
aspects of the impact on State governments of financial propusals
10 be made to Parliament should have been previously studied »nd
approved by the President of the Union can be better served if
regular meetings at policy, as well as implementation, levels are
held among representatives of the Union and State Governnients.
The procecdings of such meetings will be helpful to all concemed,
including the President, in promoting clearer understanding and
firmer approval of common financial policies. Once the pracice
of repular consultation is established it will tend to cover a growing
area of common financial interest, not confined to tax-sharing, but
extending to exchange of experiences which may lead to grester
and greater co-ordination in policy and procedure, the need for
which appears to have been pointed out by the Taxation Enquiry
Commission even a decade ago. In countries having comparable
financial relationships between a Central and several State,
Governments the functioning of similar institutional devices of
repular consultation has produced wvaluable results, It would
appear that the time is ripe in India to make at least a beginning
in this respect.

112 M. of F.—6.
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II. Establishment of an Organisation in the ° MJmstry of Finance
for continuing the Commission’s work. -

138. The First Finance Commission had recom'mended the
establishment of a small organisation preferably as part of the
Secretariat of the President, for making a continuocus study of the
finances of the State Governments, the rates of taxes in operation,
the effects of the further measures of taxation undertaken by them,
the working of their commerecial enterprises and their effect on the
State finances and cognate matters. It was intended that this
organisation should also obtain direct from the State Governmenis
periodical information in regard to the progress of various social
services such as education, medical and public health and other
material and data, tabulate them and make available the results of
these studies in the form of papers to the successive Finance
Commissions. Although this recommendation was accepted by the
Government, only a small Cell was established, initially in the
President’s Secretariat and subsequently transferred to the Finance
Ministry following the recommendations of the Taxation Enquiry
Commisston.

139. The Second Finance Commission also recommended that
a nucleus staff with experience of the work of the Finance Com-
mission should be retained within the Finance Ministry and made
available to.future Commissions. It also suggested that arrange-
ments may be made by the Finance Ministry for the nhecessary
statistical and other research work likely to be of assistance to
the future Commissions. The Third Finance Commission also
stressed the importance and necessity of arranging for the compi-
lation of reliable statistics relevant for the determination of the
needs of the states, their taxable capacity and the efﬁc1ency of their
administration. -

140. The Cell maintained in the Finance Ministry, however,
consists of only some minijsterial staff. No data except the Conspectus
of Central and State Budgets has been made available to us by the
Cell. The work of the Finance Commissions could be facilitated,
if adequate arrangements are made to make a continuous study of
State revenues and expenditure. - For instance the result of such
studies would probably have enabled us to deal more satisfactorily
with our terms of reference relating to an examination of the scope
for economy in administrative exependiture and a study of the
combined incidence of States’ sales tax and Union excise duties on
production, consumption or exports than we have been able to do.

En v+ s
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We, therefore, suggest that the present Cell maintained in the
Finance Ministry may be re-organised and strengthened by the
addition of personnel with suitable research experience who would
be able to continue to collect and analyse the relevant material.

III. Natural Calanutles

141. The Government of India has a scheme for asmstance to
States to meet expenditure on natural calamities in excess of the
provision made by the Second and Third Finance Commissions in
their schemes of devolution on the basis of the past average annual
expenditure. In the course of their discussions with us, many States
have urged that the conditions governing the grant of assistance under
the scheme were too stringent and that the scheme should be libera-
lised so as to meet more adequately the needs of the States. The
complaints related in particular to certain items of relief expenditure
which were held to be ineligible for assistance under the scheme, the
provision necessitating local inspection by officers of the Government
of India, and the manneér in which the excess of expenditure over
the fixed amounts provided by the Finance Cominission was shared
between the Centre and the States. We have refixed the amounts
included in the expenditure forecast on the basis of actual expenditure
for eight years. We suggest that the working of the existing scheme
may be reviewed and modifications made wherever required in
consultation with the States. )

IV. Transfer to Local Bodies

142, The forecasts of State expenditure accepted by us include
large amounts by way of transfer of resources and grants to local
bodies. These involve a large step-up over current levels of transfers.
Although the amounts admitted by us are what are payable according
to commitments incurred by the State Governments on the basis of
existing laws or orders, most States were unable to supply us state-
ments showing the break-up of the ‘amounts among different heads of
expenditure. We have admitted the amounts on the basis that the
expenditure will have to be incurred exclusively on items which are
ineligible for inclusion in the Plan, but it should be easy to take this
reservation inlo aceount while finalising plan arrangements with
each State.

V. Borrowing

143. The subject of borrowings by State Governments has come
before the Commission in two contexts. By its terms of reference
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the Commission has been asked to pay regard among other things,
to any further expenditure for the servicing of their debt likely to
devolve upon States, which are in need of assistance by way of
grant-in-aid of their revenues under arlicle 275, and to the creation
by them of a fund out of the excesses, if any, over a limit to be
specified by the Commission, of the net proceeds of estate duty on
property other than agricultural land accruing to a State in any
financial year, for the repayment of the States’ debt to the Central
Government. Even the total net proceeds of estate duty on property
other than agricultural land aceruing to States are so small in relation
to the existing and prospective burden of borrowing by States from
the Government of India, that unless the approach underlying this
part of the Commission’s terms of reference is carried substantially
forward a satisfactory solution to the problem will not be found.
On their side the State Governments have as a rula expressed grave
concern at the mounting burden of their debts, and they have in
effect requested the Commission either to provide them with enough
resources for the service and amortization of their debts or to find
some other way out of what many of them feel is an impassc.

144. The Commission must. therefore, squarely face the whole
problem of the budgetary implications of borrowings by State Gov-
ernments. In one specific respect, namely the service and amortization
of the market borrowings of State Governments, the Commission is
definitely of opinion that both these must form part of the revenue
liabilities of State Governments. While interest liability has in
the past been readily accepted as a revenue liability, amortization
provision has been allowed as a legitimate charge on revenue only
in the case of States which are not in need of grants in support of
their revenues under article 275. The acceptance of the item of
amortization as a legitimate part of revenue expenditure is, in our
opinion, unaffected by the source from which the revenues are
derived—revenues levied and collected by States, revenues accruing
1o States under the scheme of devolution, and grants out of the
Consolidated Fund of India made in support of revenues of States
as recommended by the Finance Commission. While almost all
States have urged a claim for adequate strengthening of their revenucs
to enable them to make a suitable provision for amortization of
their market borrowings. only a few among them have made any
substantial provision for the same in their budget.

145. It is likely that this lack of adequacy and of uniformity of
budget provision has heen at least partly due to the view taken so

il
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far that provision for amortization of market borrowings is admis-
sible only to the extent to which a State’s revenue resources, other
than grants to which they are entiled under article 275, can bear
the financiall burden. We have accepted as legitimale items of
revenue expenditure the provision already inciudz:d_ if'x the
budgets of State Governments on acount of amortlzat}on .of
tileir market borrowings. We recommend that an early inqury
through a representative and expert body should be undertakex'l to
decide the principles of a scheme of amortization of public borrowings
by the States. The recommendations of this body should form 1..]]0
basis on which all State Governments should be given an opportunity
to recast their expenditure forecasts of the next five years. As the
programme of public borrowings by State Governments is normally
formulated in consultation with the Government of India there sh ou¥d
be no difficulty in ascertaining the factual position of each Stale in
regard to its amortization needs under an approved scheme. As t_he
several guarantees given by a Btate Government to third parties
constitute a contingent liability which it owes to the public the
soundness of the practices currently followed in this respect should
also be examined by the body to be set up to consider the gquestion
of public indebtedness of State Governments.

146. By far the more important in regard to amounts involved,
and more complicated in regard to underlying policies is the problem
of borrowings by States from the Government of India. The Cent?al
Government as a creditor of State Governments is in a peculiar
position. Cases in which a State Government approaches the CePtre
with a request for a loan for a purpose which it decides by its unaided
judgment as being in need of such finance are becoming very few.
As a rule most of the objects of expenditure and investment by State
Governments are determined by joint consultation either directly or
through the Planning Commission. At least in some cases the Centre
is keen on offering an inducement to a State Government to undertake
a fresh responsibility, While the ultimate judgment of the Stat:e
Government is in no way fettered, over a growing area of public
expenditure, the relations between the two authorities are deve.Ioping
into an unlimited partnership. Whatever may be the position in law
the Government of India cannot appraise the credit of a State Gov-

“ernment, and certainly not of a number of State Governments,

differently from its own credit. A survey of the soundness of the
present system of inter-governmental borrowing is necessary as much
in the interests of the States, as that of the Government of India.
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. mature of a large part of it e.g. education, health, protective irriga-

tion, etc. became clear, the States felt that any further continuance
of this policy by the Government of India could only mean that the

" Centre would ultimately take care not only of the interest, but also

of the repayment liability of the whole debt, at least of that part of
it which was not clearly productive of a net return equal to these
obligations. As “‘we have noted above more than one State has urged
us to take this view of their indebtedness to the Centre.

149. As recently as March of this year the classification of
expenditure as between capital and revenue accounts has received
attention from the Finance Ministry of the Government of India.
{Appendix I1I (x)]. While it is recognized that only clearly pro-
ductive items of capital expenditure can be kept out of the revenue
budget no definite provision has yet been made to ensure the obser-
vance of this salutary principle. Even when the general principle
is accepted its application, or rather its reapplication in a develop-
mental pattern of expenditure, is bound to raise a number of diffi-
cult procedural and financial issues. Apart from the current and
prospective application of a more rational principle, the scrutiny,
classification and treatment of accumulated indebtedness would
need an elaborate, expert and representative deliberation. We are
convinced, however, that in the interest of financial soundness
such an inquiry ought not to be delayed any further. In regard to
periods, rates of interest and other terms of each loan made by the
Government of India to a State Government a much more specific
and discriminating approach, than it has heen possible to adopt in
recent years, appears to be called for. It is only in the light of a
thoroughgoing investigation of past commitments and of future
borrowings that the exact impact of Central loans on State budgets
can be measured, and incorporated into the scheme of devolution
and grants which it is the function of the Finance Commission to

recommend.

150. The overshadowing of current budgets by plan budgets, and
generally of maintenance by developmental objectives has naturally
created a ready acceptance of higher expenditure targets and of
continued borrowing. A few State Governments readily admitted
that their budgeting was optimistic in regard to revenue, that is
they had budgeted for higher figures of revenue than they hoped
to receive. This unusual attitude was sought to be defended partly
as a target for achievement and partly as an apparent justification
for higher expenditure budgets than were justified. Somehow thig
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for the purpose of distribution of excise duties, We urge that in-
formation on consumption data, both household and non-household,

on excisable articles should be collected and maintained cn an
up-to-date basis. .

155. Our terms of reference include the study of the effect cf
the combined incidence of States’ Sales tax and Union duties of
excise on the production, consumption or export of commeoedities or
products, the duties on which are shareable with the States. We
have said elsewhere that due to lack of statistics, we are not in a
position to study the problem. Only one or two States have made
any real attempt to collect information on commodity-wise yield of
Sales tax. Even in those States, the information collected is far.
from satisfactory. We recommend that immediate steps should be
laken to collect commodity-wise information on Sales tax and excise

duties. This information would be useful to the State Governments
themselves. .

156. Some States urged that per capita income should be taken
as a criterion for the distribution of excise duty and income-tax.
We examined the available data on State income and found that
they are not comparable from Slate to State and therefore not nsable
for the purpose. We urge that the process of building up reliable
and comparable estimates of State income should be accelerated.

CHAPTER 12

SUMMARY OF RECOMMENDATIONS

157. Our recommendations to the President in regard to devolu-
tion and grants-in-aid are set out below :—

Under article 269 of the Constitution:

I. Estate Duty.—In each of the five years commencing from 1st
April, 1966 :—
(i) Out of the net proceeds of the duty in each financial year,
a sum equal to two per cent be retained by the Union as
proceeds attributable to Union Territories ;

(ii) The balance be apportioned between immovable property
and other property in t.he ratio of the gross value of all

such properties brought into assessment in that year;
(iii) The sum thus apportioned to immovable property be

| distributed among the States in .proportion to the gross
l. value of the immovable property located in each State;
and .

(iv) The sum apportioned to property other than immovable
property be distributed among the States as follows:— -

+ State Percentage
Andhra Pradesh . . . . . . . . 834
Assam . . . . . - . . .. . 275
Bihar . . . . . . . . . . 10-76
Gujarat . . . . . 478
Janmmu and Kashmir . . . . . . . 083
Kerala . . . . . . . . . . 3-02
Madhya Pradesh . . . . . . . . - 750
Madras . . . . . . . . . 780
Maharashtra . . N . . . . . . 916
Mysore . . . . . . . . . . 546
Nagaland . . . . . . . e 009
Orissa . . . . . . . . . . 4 07
Punjab . . . . . . . . . . 470
Rajasthan . . . . . . . . . 4-67
Uttar Pradesh . . . . . . . ' . 17-08
West Bengal . . . . . . . . . 8-09
10000

LR |
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1. Grant in li . (iii) the percentage of the net proceeds assigned to the States
. Grant mlheu of taxes on Railway Fares.—In each of the five be distributed among them as follows :—
yuars commencing from 1st April 1966, the amount of grant made
avallable on the basis of the recommendations of the Railway State Percentage
Convention Committee be distributed among the States as follpws: — Andhra Pradesh . . . ) . . 737
y Assam . . . . ;g:
ih
State Percentage P}luitrrat ) . i 5-29
Jammu and Kashmir o 73
Andhra Pradesh . . . N A . . 9-05 Kerala . . . . . ) . . g 59
Madhya Pradesh . . . . . . - 47
Assa.rn - . . . . . . . . N 2-79 Mi:ir:; ) ) ) . . . ) . K B 834
Bihar |, . . . . . . . . Maharashtra . . . . . . . . . 14-28
Gujarat . ) 9799 Mysore . . . . . . . . 5-I4
. . . . . . . . . 711 ‘ Nagaland . . . . . . - o o7
Jammu and Kashinir _ ] Orissa . . . . . . . - 3-40
Punjab . . . . . . . . ;gg
Rajasth . . ) . . . .
Rela ... ..o 1-85 Uttat Pradesh | 14° 60
Madhya Pradesh 985 West Bengal 10791
Madras 5-81 100" 00
Maharashtra . . . 8:98 :
hl
Mysore . 3'98 f o
: B Under article 272 of the Constitution:
Nagaland . . . . . . . . . 0-Q1 .
Orissa 212 1V. Union Excises.—In each of the five years commencing from lst
Punjab 743 April, 1966, a sum cqual to 20 (twenty) per cent of the net proceoc:ls
Rajasthan 640 of the Union duties of excises on all articles levied and collected in
Utar Pradesh . g that particular year, excepting regulatory duties, special excises and
West Bengal ‘ i dutics and cesses earmarked for specific purposes be paid out of the
o4 Consolidated Fund of India to the States and distributed among them
100 0O as follows :—
State Percentage
Under article 270 of the Constitution: Aniire Pradesh 7-77
Do liird radc
Assam . . . . . . . . . . 3tgz
III. Income-tax.—In each of the five years commencing from lst 3 L o 13.33
. . ' ujar . . . .
April, 1966 - L Jammu and Kashmirc 2:26
(i) the percentage of th t i ; Kerala ; 4:13
P age o e net proceeds in any financial year Madhya Pradesh ;,‘1‘3
of taxes on income other than agricultural income, except , l;\";ggﬁ;m“ 8-23
in so far as these proceeds represent proceeds attributable Mysore 5- 4l
to Union territories or to taxes payable in respect of Union Nagaland Y ;l
. ag - R2
emoluments to be assigned to the States be 75 (Seventy i gﬁ;{, oL 4-86
Fi\'e) per Cent; : Rnias(han S:Og
. Urtar Pradesh . ‘;_ gl
.. ’ West Bengal
(ii) the percentage of the net proceeds of taxes on income - 100 00
which shall be deemed to represent proceeds attributable {

to Union territories be 28 (Two and a half) per cent; and

.+
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V. Additional Duties of Excise.—In each of the five years com-
mencing from 1st April 1966, out of the total net proceeds of additional
duties of excise on cotton fabrics, silk fabrics, rayon or artificial silk
fabrics, woollen fabrics, sugar and tobacco including manufactured

tobacco :—

{i) a sum equal to 1-00 (one) per cent of the net proceeds be
retained by the Union as proceeds attributable to Union

territories;

(i) a sum equal to 1'50 {One and a half) per cent of the net
proceeds be paid to the State of Jammu and Kashmir ;

(iii) a sum equal to 0-05 (one twentieth) per cent of the net
proceeds be paid to the State of Nagaland ; and

(iv} out of the balance (ie. 97-45 per cent.) of the net proceeds
of the duties, i.e, after the deduction of the amounts men-
tioned in sub-paragraphs (i) to (iil) above, the following
sums representing the revenue realised in 1856-57 by each
State on account of Sales Taxes on the six commodities, be

first paid to the following States :—

State

Andhra Pradesh
Assam A
Bihar

Gujarat

Kerala

Madhya Pradesh
Madras .
Maharashtra
Mysore .

Oriasa

Punjab

Rajasthan .o
Urtar Pradesh .
West Bengal

ToraL

(Rupees in lakhs)

23524
85-08

130°16

323:45%
95-08

155717
285+ 34
€37-77
100" IO

Bs-10

17519
90° 10
575 81
280-41

3254-00

NG

(v) The remaining sum, if any, be distributed among the 14:
(fourteen) States, as specified below :—

Percentage

State

Andhra Pradesh 1::8
Assam o
Bihar o
Gujarat i
Kerala
Madhya Pradesh l: j‘.;
Madras . -
Maharashtra N
Mysore :.SB
Orissa
Punjab ' . 35 ::\71
Rajasthan -
Utrar Pradesh . e
West Bengal

TOTAL - . . 100" 00

Under article 275(1) of the Constitution:

V1. Granls-in-aid.—Under the substantive portion of article 275

1) of the Constitution, in each of t

he five financial years commencing’

from 1st April 1966, the sums specified below be charped onf t;l::-‘
Consolidated Fund of India as grants-in-aid Qf the revenues 0

States mentioned against them —

State

Andhra Pradesh
Assam . . .
Jammu and Kashm
Kernla . .
Madhya Pradesl

Madras

Mysore

Nagaland

Qrissa . .

Rajasthan . . . . .

Rs. Crores

7:23
16:52
€ 57
20- 82
2'70

684
18- 24
7°07
29-18
673

< s ————r

TOTAL . 121.89

i ——————
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*Subject to the ippended minute of dissent.

e — e

MINIjTE OF DISSENT BY SHRI MOHAN LAL GAUTAM

i the
I regret to have to append this note to the Report of
Commission.

2. On June 30, 1965, the Commission, after due consid‘erattm;é
atf,r‘;ed that if in the next few weeks a State Governmenttedsld . ;ay
o i dearness allowance ra 0
ome further steps and revised ‘ ey
:cales and if copies of the relevant orders and other material Tqu;l:;d
by thé Commission were received before the 3lst J uly,h1965, ;0 “\:rever
3 : iability into account. We have, ’
be necessary to take that liabi N
i i imates of revenue and expenditure
taken into account in our esiima pre o ¥
jabiliti by Government orders up ee
uch liabilities as were created lers up
1SI une 1965. Several States intimated to us the lialkilities cree;tedagi
firm Government orders in respect of revision ‘c;f paly S;:Se;f e
i { their employees, of employ
dearness allowance increases o . iy oS O e
i teachers in July. ese
local bodies and of school : A
listed in Annexure I, Part 2 of this Report. We have 32:3 :_I;Z:lthe
iabilities i ~ calculations but have rccommen .
these liabilities in our ca . e
iabiliti lso be taken inte account in
ffect of these liabilities may a tak ‘ .
cg;fr:nts under article 275 of the Constitution to be included in the
Order of the President.

3. This would mean that before the P1'~esident issues g?e Clrad;sz
fresh calculations have to be mau:_le.g (')I;lhlosf ;lotlrildizs:;zeg e
lay; and, besides, it means a passin isct 1
Sitbiljift,y which were best discharged by the Con;mizsxc:r;.e aligittizrr::;
were we in possession of the basic data but we had a 0h o A
advantage of knowing the complete background of ef:acnd th.at e
reassessing similar liabilities of otber States, tWe tou fomined be
was little scope for discrepancy in th.e es 1_ma clels e e
the Stale Governments. We have practically in a tcas;g;le ity
thé estitnates as submitted by the State)Governm;rll s ) and_ ey
of the materials supplied by Andhra Iraldesh, ¥50 el:l nd Uta
Pradesh in the month of July is not much diflerent from t‘ a _idp;})lave
'n"lie;' by other States. I, therefore, feel that we .shouId jave
'e;co ved the estimates of these Governments also and shou ; .L;., ,i;.
"lcmt'dinnly, included these sums in caleulating non-platlvtﬁ?:st;:; u;e
;'esourco.:. This, 1 feel, could casily have beerll ldOng withi

at our disposal after the reecipt of the material.

4. 1 thercfore, recommend that the Grants as indicated in ?;r;(;
133 .of‘thc Report be increased from Rs. 3610 Crores to Rs.

™
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Crores in respect of Andhra Pradesh, from Rs, 891-22 Crores to
Rs. 105-96 Crores in respect of Mysore, and a Grant of Rs. 83-69 Crores
(arrived at by substracting from Rs, 117-50 Crores as the total liability
—not included—, a sum of Rs, 17-02 Crores as the surplus on non-plan
account and a sum of Rs. 17-39 Crores as the sum already taken into
account) be given to Uttar Pradesh under article 275 of the
Constitution, :

: II

5. While dealing with the financial relationship between the Union
and the States some basic principles have to be borne in mind. There
are certain functions which in the interest of the Naticn as a whole,
have been enirusted to the Central Government while others are
the responsibility of the States. Both the Centre and the States are
in the nature of agencies for realising the basic objective of maxi-
misation of the welfare of the countiry as a whole. There need be
no guestion of any unhealthy competition between the Centre and
the States, or between one State and another. An ideal Federation
would be one in which each unit was endowed with independent
sources of revenue sufficiently elastic for discharging its respon-
sibilities. However, this ideal is difficult to achieve. There carnot
always be a basic structural balance. A perfect balance between the
[unctions and the resources of each unit, even if achieved at one
stage, cannot remain perfect for ever. The Constitution, therefore,
visualises the necessity of a Finance Commission to be appointed every
five years so that such periodical adjustments can be made in the
Federal—State financial rclationship as are needed in the light of
the emerging situation.

6. In dealing with the subject of Federal—State financial relation~
ship the Finance Commission should be guided by certain
fundamental objectives. These are: _

(i) the maximisation of the growth rate of the country as a
" whole by so arranging the financial relationship that each
unit could exploit the growth potential to the maximum
possible extent and the nation as a whole march ahead;

(ii) affording to each State proper and adequate opportunities
for attaining a level of development which would not
fall too far below the general nalional level;

(iii) making each unit self-supporting to the extent possible so
that it could discharge its responsibility in its demarcated

9

sphere of authority and jurisdiction without heavily leaning
on the Federal bounty; and

(iv) bringing, to the exient possible, the comparatively backward
States to an average level so that the disparity amongst the
States in the matter of development and social progress
could be minimised.

7. 1f these objeclives are to be realised, the Finance Commission
should prepare an intelligent forecast of the needs of the States for
the next five-year period, The assessment of the needs of the States
should, in my opinion, therefore, be more comprehensive and should
not be confined to the decisions taken and orders issued by the
Governments up to June 30, 1965. In this assessment account sfho.uld
be taken of the necds that exist today and that may become_admasstbl'e
during the course of the next five years. To‘leave a long list of liabi-
lities representing genuine needs of the States to be decided upon‘by
the Union Government will not go to make “each unit self-supporting
to the exient possible”, so that it could discharge its allotied respon-
sibilities without having to lean heavily on the federal bounty. A
number of States have submitted broad outlines of the schemes and
some workable estimates to us. These schemes could be cxamilned
with the help of the data made available to us apd the discussions
held with them. For these schemes appropriate criteria could be
adopted for these States, as weTe adopted for similar schemes ir'x o?h.er
States, where such schemes have already become committed Yiahility
{or this period.

8.-An illustrative list of items which have not been included in
the assessment of the gap of the States is given below:

(1) Sinking Fund for market loans—We have allowed the fpllow-
ing amounts mentioned against each State as contribution to the
Sinking Fund for market loans:

State ’ Rs. in Crores

1. Andhra Pradesh 4-94
2. Asgsam 11-19
3. Bihar 9-04
4. Gujarat 28-41
5. Jammu and Kashmir —_

6. Kerala 3-63
7. Madhya Pradesh 719
B.-Madras’ 8-90
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State Rs. in Chrores
9. Maharashtra 46-85
10. Mysore 15-00
11. Nagaland —
12, Orissa 31-49
13. Punjab 12-15
14. Rajasthan 16-90
15. Uttar Pradesh 61-97
16. West Bengal 28-56

From the above table it seems that some States like Gujarat.
Maharashtra, U.P. and a few others have made full provision for the
sinking fund for market loans; while others like Andhra Pradesh,
Bihar, Kerala, Madhya Pradesh, Madras, Mysore and Rajasthan have
made only a token provision for it. I recommend that we should
take into accoun! amounts that can enable the States to make {ull
provision for the sinking fund for market loans for these States also.

(2) Provision for dearness allowance and revision of pay scales.—
There is a great disparity between the pay scales and the emolu-
ments of the Government employess, of employees of the local bodies
and of the aided educational institutions in different States. We
have allowed the liability on this account only to the States which
could submit to us firm Government orders by June 30. Others
have set up Pay Commission but have not yet been able to issue firm
orders. Our taking into account the liabilily in this regard for some
States and leaving out for others would increase disparities that
exist today still further. I, therefore. recommend that the claims of
the States which have not been able to submit their firm orders to
us should also be taken into consideration.

(3) Police Reorganisation—The standards of police organisations
differ from State to State, Some States appointed Police Cominis-
sions and reorganised their police force on the basis of their recom-
mendations and are not in nasd of further strengthening the police
force. There are other States which are still lagging far behind.
states like Assam, Gujarat, Madras and Orissa, problems have
cropped up only recenily. These States do need strengthening of
their police force. I recommend that we should give due considera-

tion to these factors and accommodate their demands
forecasts.

In

in our

(4} Panchayati Raj Administration—The Panchayati Raj
Administration and the contribution to it by the State Government

L,
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varies from State to State. The Centre is trying ‘to bring tihe
Panchayati Raj Organisation in all States to & certain level so ﬂa:r
as the organistion and functions are concerned. In some States he
enactments are before the Legislatures. 1 am, therefmje, of t e
opinion that due account should be taken of these factors in assessing
the neds of the individual States.

(5) Administrative Reorganisation—Further, the1:e are‘baljticul;?r
problems in certain States, e.g. reorganisation of Hill I?istrxcts 11;
Assam and District Reorganisation in Bihar. In the interest o
efficient administration these States should be enahled to carry out
schemes arising out of such probjems. This factor, I feel, should
also have been taken care of by the Commission in their asssssment.

]
11

9. Another point on which I have differed with the majority view
relates to the distribution of the balance of the net proceeds of
additional duties of excise left after disposing of the total
guaranteed amounts.

10. The proceeds from additional duties of excise in 'repllacement
of the State sales-taxes, in mYy opinion, should be so dlstnbute.d a‘s
to give to each State the guaranteed amount first and then to (LL:str_1:c
bute the balance on the principle of returning to ea.tch State w at 1d
would have raised if the scheme of additional duties of exm?e !fla
not come into operation. But the application.of this prlncq?le
becomes difficult in the absence of firm data e1ther. on Stat_ewxse
consumption of the articles subject to additional. du‘t1es of excise oxf'
on what each State would have been able to raise if the scheme o
additional duties of excise had not replaced the sales-tax on these
commodities. That being so, the existing arrangement .(as formlll-
lated by the Third Commission) should be upset only. if a CI:ar-i
more cquitable formula could be offered to rep'lace it. That, 1l.110
effect, is the line the Commission has adopted in ‘regard to L 1 .
distribution of the income-tax proceeds. The Comn:'usswn felt_ tha
{here could be divergence of opinion as to the relative proportxorf to
he assigned to these two factors”, viz., population and .colllectmn.
But ha\ving discussed various proportions the Cormm§510n wa‘:
“aventually impressed by the fact that a sense .of certa'mt'j.rb :..nn
stahility as regards the principles to be adop%ed in t}':e distri 1;_1 ;)1&
of income-tax should prevail”, and felt that it was “not desira

that every time a new Finance Commission is lappointed. there
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should be a reopening of the basis of distribution. We have there-
fore decided that the principles of distribution to individual States
of their share in the divisible pool of income-tax proceeds should be
the same as recommended by the First Finance Commission and the
Third Finance Commission....”. Reasons of ‘certainty’ and

‘stability’ hold good in the present case too, if anything, even more ‘

clearly than in the distribution of the income-tax proceeds. In the
case of the distribution of the balance over the total of the guarante-
ed amounts, however, the Commission have recommended an entire-
ly new basis of distribution, viz., the proportion of sales-tax revenue
realised in each State to the total sales-tax collections in all the
States taken together.

12. It is a matier of common knowledge that the commodities
which are subject to the additional duties of excise in lieu of sales-
tax form a category by themselves and any increase in the nevenues
from sales-tax on these commodities cannot be compared with the
sales-tax revenue on all commodities. The incidence of the latter
varies from State to State and their revenue is subject to several
constraints that are not uniform in all the States, The inclusion of

Central Sales-tax and sales-tax on motor spirit further vitiates the
comparison.

13. Since it has not been possible either to evolve a consumption-
based formula-or to enunciate any firm and well-based alternative
principle, it would be best to continue the distribution of the balance
of the proceeds of additional duties of excise after the guaranteed

amount on the basis recommended by the Third Finance
Commission.

14. In accordance with the views expressed above, I recommend
that the sub-para (v) of the para 74 of the Commission’s Report be
altered as under:

and (v) the difference between 97-45 per cent of the net
proceaeds in any year and the total guaranteed amount
of Rs, 3254 lakhs would constitute the balance which
may be distributed among the remaining 14 States as

follows:
States Percentage
1. Andhra Pradesh . 7-75
2. Assam 2-50
3. Bibar 10-00

BT O

States

4. Gujarat

5. Kerala

6. Madhya Pradesh
7. Madras

8. Maharashtra
9. Mysore

10. Qrissa

11. Punjab

12. Rajasthan

13. Uttar Pradesh
14, West Bengal

New DELHI,

August 12, 1965.

Percentage
5-40
4.25
7.00
9-00
10-60
5-25
4-50
5-25
400
15-50
9-00

ToTAL 100-00

A——

MOHAN LAL GAUTAM.

Member.



OBSERVATIONS ON THE MINUTE OF DISSENT

The Minute of dissent by Shri Mohan Lal Gautam relates to the
following points:—

(i) Omission to include in the expenditure estimates, liability
consequent on revision of dearness allowance and pay
scales effected by the State Governments of Andhra
Pradesh (on 1st July 1965), Mysore (on 22nd July 1965)
and Uttar Pradesh {on 27th and 29th July 1965).

(i1) Omission to include in the expenditure estimates of the
States, liabilities which may accrue during the course of
the next five years, though no decisions have been taken
by the States. For example (1) Sinking fund for market
loans (2) Provision for revision of dearness allowance and
pay scales (3) Police re-organisation (4) Panchayat Raj
Administration and (5) Administrative rc-organisation.

(ii1) Distribution of the balance of the proceeds of additional
exclse dutics in excess of the guaranteed amounts,

2. These points have been dealt with by us in appropriate para-
graphs in the report, namely, para 129 for (i), paras 114, 128, 130 and
142 for (ii) and para 71 for (iii).

3. As has been explained in the relevant paragraphs, we have
taken the view that each major itemm of contingent expenditure
should be taken up with the Government of India as it arises and
the Government of Ir.dia should deal with it along lines of similar
iterns specifically included in the Commission’s award. We
refused to act in a hurry over accepting financial implications of
large policy measures arrived at by States themselves in a hurry and

we contented ourselves with recommending that while a particular
item of expenditure 1s in our opinion eligible for inclusion in the
estimates of State expenditure, the accuracy of the financial pro-
vision asked for must be tested by more careful scrutiny than the
Commission could give it. The number of States coming forward
" with fresh schemes appeared to be almost unending. We felt that
it would be difficult to make a fair and reasonable assessment taking
all the relevant factors into account within the few days available
to us after the receipt of these additional claims. Indeed even if
our tenure had been extended and we had decided these particular
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cases after such further discussions with the State Governments as
were necessary, that would merely have resulted in some other
States being in a similar position.

4. When all the resources of the country including those of the
Union and the State Governments are being mobilised both for
efficient administration and planned development, we QO not feel
justificd cither in providi'rig large sums for contingent lizbilities of
the States or in making large financial provisions without adequate
scrutiny for measures presented at the fag end of our work.

5. We are, therelore, unable to agree with the rccommendations
made by Shri Mohan Lal Gautam. -

- P, V. RATAMANNAR.

D. G. KARVE.
BHABATOSH DATTA

P. C. MATLIEW.

New Delhi;
August 12, 1965.



MINUTE BY DR. P. V. RAJAMANNAR

[ 7 his Supplemental Note which I have decided to add to the main
Report separaiely does noy strictly relate to the terms of reference
coretamed tn the President’s Order appointing the Commission. It
Jollowsthar whatever is found in this Note does not in any manner
affect the recommendations made by the Commission as a whole.
It conuns my own thoughts on certain topics which are intimately
corzreected with the Union-State financial relations. The wviews ex-
pressedand suggestions mude in this Note are entirely mine.]

‘T"he Federal principle requires that the general and regional
gowvermments of a country shali be independent each of the other
within their respective spheres and shall be not subordinate one to
the other, but co-ordinate with each other, Now, if this principle
is to operatedn practice, both the general and regional governments
must each have independent control of financial resources sufficient
to perform their respective functions. ‘It is, therefore, as necessary
that the State Governrnents should be able to command the means
of supplying their wants, as that the national govermnent should

posses the like faculty in respect to the wants of the Union’
(Federalist).

2_ The problem is a difficult one, for it is a hard task to allot

resouwurces in such a way that resources and functions are harmoni-
ously adjusted.

3. In practice, ideal distribution has not been possible under any
Fedezral Constitution, In almost every one of the Federations, in-
adequacy of provincial finances is being met by discrgtionary grants
rmade by the Federal Government to the Provinces. In every
IFederation there are regions or States which have not been able
to adflord to provide for the social services which pertain to their
func tions. Such regions and States are compelled to ask for assis-
tance {rom the Federal or the Central Government.

4 _ Under the Indian Constitution, there has been a distribution
of fuwnctions and allecation of tax-raising powers embodied in the
lists in the Seventh Schedule. But it is clear that the allocation
of the financial resources consequent on the powers conferred by

thie ists has not corresponded. with the allocation of funetions. In
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India, the problem is met in a two-fold way. Firstly, by the pro-
vision for a distribution of certain revenues between the Union and
the States. This distribution is quite distinct from the distribution
of the subjects contained in the Lists. The distribution from article
268 onwards relates to taxes and duties levied by the Union in exercise
of the powers conferred on it by the subject matter of such duties
and taxes being included in the Union List. Articles 268, 269, 270 and
272, all relate to such duties and taxes which only the Unjon has
the power to levy, Whether or not in respect of some of these duties
and taxes, their inclusion in the Union List was on ground of con-
venience and the need for uniformity it ddes not matter. As the
lists stand, these several taxes and duties mentioned in the section
are Union levies. Some of these are only levied by the Government
of India but are collected by the States and the proceeds are assigned
to 'the States. Others are both levied and collected by the Govern-
ment of India but are assigned to the States. Yet others are levied
and collected by the Government of India but compulsorily distributed
between the Union and the States. There are yet others which are
levied and collected by the Government of India, in respect of which
there is no obligation for distribution between the Union and the

States ; but Parliament may direct payment to the States of any
part of the net proceeds of such duties,

5. Article 275 provides for money grants by the Centre which’
are not referable to any particular taxes or duties, but whicl are
directed to be made over to such States as Parliament may determine
to be in need of assistances. Ex facie, there is nothing in this article
which confines its operation to filling up of any gap. Actually, this
article has been construed as a residuary provision for grants to help
the revenue gap of particular States to be covered if the amounts

payable to such States in accordance with the scheme of distribution
of taxes and duties were not adequate,

6. On a plain reading of the relevant articles of the Constitution,
dealing with the distribution of revenues, and ihe functions of the
Finance Commission, without being influenced by the events which
have happencd and circumstances which have prevailed subsequent
to the Constitution, two things appear to me to be clear; namely
(i) The assignment of certain taxes and duties in their entirety, and
the obligatory and permissive division regarding other taxes and
duties, were intended to augmcent the resources of the States. The
amounts alloited to each State in accordance with this scheme of
devolution would form part of the revenues of that State. They would
be included in the Consolidated Fund of the State along with iis
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article 275 to grunts-in-aid of the revenues of St Contine
10 revenue expenditure only.

7. .It follows from a construction of the relevant articles of the
C(')nstltution, as they stand, that the Finance Commission is concern 15
with the total assistance to be given to a State, other than b we
of loans, whether classified as capital or revenue. There is ng le 33;
warrant for exeluding from the scope of the Finance Commissi)a
all capital grants; even the capital requirements of a State ma bz
properly met by grants-in-aid under article 275(1), made on ythe'
Tecommendations of the Finance Commission. '

8. It is the sctting up of the Planning Commission that has in
practice restricted the scope and functions of the Finance Commission
I say. 'in_ practice’ because there has been no amendment of the‘
Constitution to confine the functions of the Finance Commission to
merely ascertain and cover the revenue gap of cach State, on a review
of the forecast of Nevenue and Expegditure furnished ‘l;y the State
Appurenily, even the view taken by the Government of India is.
not that it is beyond the power of the Finance Commission to provide
for the requirements of the Plan. The third Finance Commission
made a recormmendation by a majority that the total amounts of
grants-in-aid should be of an order which would enable the Stlates
along with any surplus out of the devolution, to cover 75 per cent)

ates is not confined
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of the revenue component of their plans. This recommendation,
from which the Member-Secretary dissented, was not accepted by
the Government of India, but not for the reason that the Finance
Commission travelled beyond its sphere. The reason was mmore
practical than legal. In their explanatory Memorandum omnx the
action taken on the recommendations of the third Finance Cormmis-
sion, the Government of India only say that they do not consider it
either nccessary or desirable to accept the recommendation, to

cinclude 75 per cent of the revenue component of the State plans

in the scheme of devolution recommended by the Commission, because
there will be no real advantage in the States receiving assistance
for their plans, partly by way of statutory pgrants-in-aid by the
Finance Commission and partly on the basis of annual reviews by
the Planning Commission.

9. The legal position, therefore, is that there is nothing in the
Constitution to prevent the Finance Commission to take inte con-
sideration both Capital and Revenue requirements of the States in
formulating a scheme of devolution and in  recommending grants
under article 275 of the Constitution. But, the setting uwp of the
Planning Commission inevitably has led to a duplication and
overlapping of functions to avoid which, a practice has grown up,
which has resulted in the curtailment of the functions of the Finance
Commission.

10. Evidently, the terms of reference to the Fourth Finance Com-
mission have been formulated with the object of eliminating duality
of functions between the Finance Commission and the Planning
Commission. This is based apparcntly on the Government’s decision
that the two bodies should have separate and well-defined sphercs
of work. TUnlike the terms of reference to the third Finance Comm-
mission (and the second Finance Commission also), there is mo
reference to the requirements of the Fourth Plan except in the
matter of servicing of debt.

11, The grants for financing plans would be given on the basis of
recommendations made by the Planning Commission and will not be
1eft to be determined by the Finance Ceommission.

12, There is no provision in the Constitution for a body like the
Planning Commission, It was established by a resolution of thce
Government of India. Neither the strength of the Commission mnor
the qualification of its members was prescribed. The Government
retained complete freedom to vary its strength at will and to appoint
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18. It is clear to my mind that article 282 was not intended to
enable the Union to make a grant to a State as such. I venture to say
that while article 282 may continue to stay for the purpose for which
1t was originally intended, a specific constitutional provision may be
added to enable the Union Government to make conditional grants
to States for iniplementation of any project, whether falling within or
without the Plan scheme on terms and conditions which will ensure
4 proper utilisation of the grants.

19. After filteen years of working the provisions of the Constitu-
lion, during which period four Finance Commissions have been
appointed, I think the time is ripe to have a review of the Union-
State financial relationship, particularly in view of the setting up of
the Planning Commission. This review should be made by a special
Commission who can aproach the several problems that have arisen
in the past and that are likely to arise in the future objectively and

realistically. Some of the questions which may fall to be decided by
this Commission, I shall mention briefly:—

(1) The scope and purpose of grants under articles 275 and 282 of
the Constitution may be clarified and defined. A dual scheme of
transfer of resources from the Centre to the States should com-
pletely avoid duplication and overlapping. If need be, a separate
provision in the Constitution may be added, apart from article 282,
which I pointed out, earlier on, was not intended for that purpose,
lo enable the Central Government to make grants for implementa-
tion of plan and non-plan schemes, imposing terms and conditions to
ensure a proper utilisation of the grants. Such grants may be made
after considering the recommendation of a body like the Planning
Commission. I only venture to suggest that the Planning Commis-

sion may be given the status of an independent permanent statutory
body.

(2) A scheme may be devised to avoid uncertainty and specula- '

tion as to the allocation of divisible taxes and duties like Income-tax
and excise dutics. Several States have pleaded before successive
Finance Commissions for varying proportions of allocation, some
going to the extent of an allocation of 100 per cent. to the States in the
case of Income-tux proceeds, A dcfinitive allocation by way of per-
-centages of shares of the Union and States respectively mayv be fixed by
the Constitution itself.

20. As regards distribution inter se among the several States, the
general principles and criteria may be laid down by the Constitu-

tion. Here again, there has been a great divergence in the sugges-

oL

P

93

tions put forward by the States before the Finance Commissions.
Population, contribution, collection, relative financial weakness,
social and economic backwardness, per capita income are some of
the different criteria urged by one or other of the States. In respect
of such an important matter as the determination of the resources
which will be available to each State as a result of a scheme of
devolution, there should not be a gamble on the personal views ol
five persons, or a majority of them. I say this without i_ntn.ending any
disparagement of the eminence, equipment and impartiality of the
Members of the Commissions. After all these provisions are made
in the Constitution what remains is an examination of the forecasts
of Revenue and Expenditure made by the States to determine the
grants-in-aid of the revenues to such States as may be nEcessaFy
uhder article 275(1). This task may be assigned to a Finance Commis-
sion, or to a consultative institution, such as we have recommended
in the Report, or to a wing of the Planning Commission itself,
Periodical reviews by an independent Commission would guara.ntee
justice to the States and the continuation of such a Commission is an
essential fealure of our Constitution.

21. A suggestion similar to mine for a review of the constitutional
provisions dealing with financial relations between Union and _States
is to be found in the reports of both the second and third Finance
Commissions.

99 There is one other matter which is not directly covered by the
terms of reference, but on which I would like to express my per
sonal view. Representations have been made to us that with ref.er-
ence to a number of commodities subject to Union excise duties,
additional excisce duties in lieu of sales tax may be substituted. .lt
was pointed out that this would simplify the problem of collection
and make the incidence of tax burden uniform and may have the
effect of stepping up production and distribution. Such a cour:se ma.y
not find favour with the States on the ground that sales tax is their
only available elastic source of revenue. This objection m.ay, how-
ever, be met by giving the States a larger share of the receipts from
ihe basic excise dutics and any special duties of excise or surt_:harges
on the duties. A view has been expressed that if it were p0‘551b1e ‘1,0
make a constitutional amendment, placing the yield of excise du.tfes
on the same footing as income-tax, there might be justa Possibll':ty
of the States agreeing to the merger of sales taxes and excise dutiks.

P. V. RAJAMANNAR,
Chairman.

New DeLHI,
Dated Angust 12, 1965.
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the widening of the range of their functions in the economiv i
and the rapidly growing commitments for the maintenance £ 1
completed Plan schemes. One can, of course, anticipate a N
rate of growth in the States’ receipts from Sales Tax and 2 i
other taxes of a similar nature, but it is the elasticities of

aggregate revenue receipts and expenditures that will be re;
important. ‘

8. The contribution of the divisible taxes other than income
and Union excise duties to the meeting of these requirements
the States has been very small up till now and is not likely to
crease appreciably in future. What is more disturbing is that e
the two major heads in the present scheme of devolution canno
necessarily expected to expand at the rate at which the gt
normal expenditures are increasing,

9. This is already patent in the way in which the role of inc
- tax in the devolution scheme has changed. Income tax wa
“divided head” before 1919, and even in the rigidly demarc
separation of heads under the Government of India Act of 191
marginal provision was made for returning to the province
small fraction of the receipts in excess of a base-year figure,
Government of India Act of 1935 gave the Provinces a stat
share of the income tax receipts. It was, however, indicated t
fifty per cent share would be sufficient and that, in the initia] 3
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2. The relative decline in the importance of the income tax pro.-
s as a balancing factor, vis-a-vig the expanding

g Tequirements of
States compelled the successive Finance Commissions to bring

excise duties on an increasing number of commodities into the
sible group. We have recommended that al} commodities on
ch excises are levied by the Government of idia should be in-
led in the devolution scheme and this was also the principle
ind the recommendation of the Third Finance Commission.
n in the case of the Union excises, however, 1e can discern
ors which are likely to lead to a decline in the rate of growth
receipts. The actual experience up till now has been that of a
y high rate of growth, but this has been due to a combination of

ors all of which cannot be expected to continue to operate equally
vely in the coming years.

13. The very high rate of growth in the Union excise receipts in
last fifteen years has been due to, first, increases in the number
commodities taxed; secondly, increases in rates; thirdly, rise in
ces; and fourthly, increases in the outputs of the tax.able coxf:;
dities. The growth of excise revenues on account of mc.:]ease tle
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any substantial increase in these rates will be praclicable in the

future. One also notes that one of the items in our terms of refer-
ence indicates that the Union Government is disturbed over the
combined incidence of the Central excise duties and the States’ sales
taxes on production, consumption and export. We have stated in
the Report that we do not find it possible to apportion the effects of
these two categories of taxes on production, consumption or export
and we accordingly do not recommend the linking-up of the States’
~hares of the Union excise proceeds with the levels of their sales
taxes. But if the Centre.wants at all to persuade the States to keep
their sales tax rates at a moderate level, it will have to be cautious
about increasing the Union excise duties.

15 Increase in the Union excise revenues resulting from rise in
prices will be naturally small, because most of the duties are, and
have to be, specific, rather than ad valorem.

16. The only dependable growth factor in the future Union excise
revenues is the prospective increase in the outputs of the excisable
commodities. While it should be expected that the outputs will in-
crease—presumably at higher rates than in the past—it would
appear that the growth of excise revenues on account of this factor
alone cannot continue to be as great as the past growth rates which
were brought about by a combination of this factor with certain
cther very active factors which are not likely to continue with equal
effectiveness in the future.

17..The conclusion that emerges is that the total receipts from in-
come {ax and the Union excises are not likely to increase at a rate
fast enough o mateh the rate of increase of the States’ normal essen-
tial expenditures, It may bhe argued that the percentage shares
allocated to the States out of these two sources may be increased
further in the future years. It should howgver be realised that in
the case of income tax, if the States’ share in the divisihle pool s
raised to 75 per cent as recommended by us, the scope for further in-
crease in the share will be very limited under the present provisions
of the Constitution defining the divisible pool. In the case of the
Union excises, there would theoretically be a large scope to increas-
ing the share of the States above the 20 per cent recommended by
us. but any set of uniform principles adopted for all the States will
mean that the additional amounts to be shared will go largely not to
those States which will require financial assistance, but to those
which even otherwise will have large surpluses.
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18. All this emphasizes the suggestion made earlier that it is now
time to re-examinc the provisions of the Constitution with a view
to ensuring a more flexible devolution scheme than is possible now.
In this connection one might also refer to the ‘existing provisions in
article 269 regarding certain specified taxes which are to be levied
and collected by the Union Government, but the proceeds of which
are to be wholly assigned to the States. At present, the only tax in
this category that is being levied and collected by the Union is the
estate duty on property other than agricultural land (The Ceniral
Sales Tax also comes under article 269, but it belongs in effect to a
differcnt category). The total receipls from the estate duty are
still small, but the potentialities are large, though not large enough
to compensate for the relative decline in the importance of income-
tax proceeds. A railway fare tax introduced in 1957 was merged
with the fares four years later, with the result that the States ceased
to have a statutory claim on the receipts. As things stand now, a
mere terminological change can prevent the division of the receipts
from a particular source between the Centre and the States, or can
make a purcly Central revenue a divisible one. A ten per cent in-
crease in the amounts payable by railway passengers for their
tickels will create divisible resources, if designated as a “tax on
fares”, and will create resources for the Centre only, if designated
as an “increase in fares”. The distinction between a tax on the out-
put of a Government enterprise and an increase in its price is ex-
tremely tenuous, and it is desirable that in such cases action should
be taken on the lines which are consistent with the spirt of the Cons-
titution, unless the constitutional provision itself is changed. This is
particularly important because article 269 has been very inadequate-
ly exploited up till now and because if it has to be exploited at all
to produte significant revenues for the States, the only two items
that have a good potentiality are the terminal taxes on goods and
passengers and the taxes on railway fares and freight.

10. It is necessary to emphasize here that the suggestions made
above need not nccessarily mean a larger total of transfers to the
Slates than under the present arrandements. But, in view of the
expanding requirements of the States, it is desirable to be prepared
for larger transfers. The justification for the widening of the base
of devolution arises from this as well as from the need for a system
which would make the distribution scheme more flexible and would
make it possible for the future Finance Commissions to devise their
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schemes in such a way as to avoid at least very large deficits and very
large grants in the case of some States.

20, There is cne other point to which 1 would draw attention before
concluding. This relates to the expenditure which may become
necessary from time 1o time for the revision of pay scales or dearness
allowances of State Government employees and of those private
employees whose salarics and dearness allowances are largely paid
out of the State Governments’ funds. The most important class of
employees coming under the latter calegory are teachers in privatz
schools and colleges. There are substantial inter-State disparities in
pay scales and allowances and the Slate scales are generally lower
*han those of the comparable Central Government employees. Therz
is, besides, the very important problem of the adjustments that may

be required periodically to neutralise the effccts of increases in the
zost of living,

21. The resources of the State Governments have not generally
praved adequate for the revisions and adjustments they have consi-
dered necessary. The forecasts submitted to the Finance Commission
by practically all States included the estimated expenditure on a
number of proposals for revision both for State Government
employees and for teachers. It was, however, difficult for the Fin-
ance Commission to constitute itself into a pay revision body and it
could therefore take into account only those revisions which had
actually been accomplished and on account of which a financial com-

mitment had alrcady been created before the finalisation of

its
Report.

This position which, in the circumstiances, was the only one
that the Commission could take, resulted in the unedifying experience
of several State Governments racing against {ime to present their

finalised decisions before the expiry of the term of office of the
Commission. :

99 1t will not be surprising if there are complaints {rom  those
Siates which could not or did not enter the race. What is more
important is that this is an entirely unsatisfactory way for dealing
with a problem of great importance. The problem of the salarics of
the State Government employces and of teachers and others who are
largely paid out of the State Government funds is part of a bigger
problem, involving not only the question of inter-State parity or parity
with the incomes of the Central Government employees, but also the
general incomes policy for the country as a whole. This is becoming
increasingly important on account of the pressures that are operating
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on the economy on the one hand and the necd for at least maintaining
the real value of the incomes of all types of employees on the other.

23 Tt is essential, therefore, to have some arrangernent for a. ¢on-
tinuous examination of the problem of incomes, both in its 'mter-
regional and inter-temporal aspects. Such oxamination would in the
very nature of things cover the question of the incomes of Govern-
meht employces and of those who are paid partly or wholly, out of
Government funds. There should similarly be some arrangement b.y
which the financial requirements of the State Governments in this
regard would be examined jointly by the Centre an@ the Stales
at frequent intervals. The Finance Commission cannot 1}501[ under-
take the task of dctermining what should be the appropriate rat.es of
pay and allowances, but revision by hectic spurts at five-yearly inter-
vals, with the Finance Commission playing a passive role, may produce
results which are unsatisfactory to the employees, inequitable as be-
tween States and injurious for the economy as a whole. A perma
nent and continuously operating machinery is needed for the purpose

New DEeLHI; BBuapatos Datra.
Dated August 12, 1965. Member.



r Anpcxure 1.

ITEMS NOT INCLUDLUD IN THE ASSESSMENT OF LEXPENDITURE

Part 1: [Proposals on which finad orders have not been issued pcllmding the reports
of a Compuission or Committee or passing of an Act by the Legistature
{vide para. 128, Chaptcr 10.).

States Scheme or item of Remarks
expenchture
1. Assam Special requirements of hill The proposals are under

consideration” of the State
Government and the report
of = Committee appointed
by the Government of India
is awaited,

. districts.

2. Madhya Pradesh Improvement and strengthen-  The Commission appointed by
ing of Police organisation. the Statc Government is yet
to make iz recommenda-

Lons.

Grants to Panchayats A Panchayat Bill providing for
the grants introduced in the
legislature in Januaryo 1465
has been c=ferred to a Joint
Select Coommittee,

3. Mysore

Part 2: Governmeat Orders not tsken . into  account in the asscssment
(vide para. 129, Chapter 10}

States Governnunt order, date of

_ ¢ Liability cstimated by State
issue and subject. )

Government.

G.O.NS. No. 169 dated 151 Rs. 6'Ho cpores for the first
July, 1965 revising the raics year and Rs. 37-40 Crores
of Dearness Allowance on for the Pourth Plan period.
the basis of an interim report .
by—one man Pay Commis-
siop.

1. Andbra Pracesh

G.Q. No. FD 76 SRP (i) 65, Rs. 2-74 crorcs for the first
dated 22nd  July, 1665 year and Rs. 14° 76 crores for
revising the rates of dear- the Fourth Plen period.
ness allowance.

2. Mysore .

G.0. No. G-1-1474/X-137— Rs. 15-12 crores for  the
1965 dared July, 20, 1965  Tidf full“year. "™~
regarding rotionalization of e e
pay scales of Govt, scrvants
effecuve from 1-4-1965 and
revision of Ciry Compensa-
tory allowance and  other
allowances effective from
1-8-1965.

3. Uuar Pradesh
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Annexure I, Part a—cond.

States

Government Order, date of
issuc aml subject.

Libility cstimated by State
Guvernment,

3. Utar Pra. esh—
contd.

Orders No. C-11{4787-91/KV,

dated 2707 July, 1965 re-
garding Ad e increase in
emoluments to the teaching
and non-teaching stafl staff
of educational institutions
and Universities ; Revision
of pay aof teachers and grant
of D.A. to employees of
non-Government 1 rmining
Colleges and schools.

Rs. 640 crores for the first
full yeer.
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APPENDIX 1

PROVISIONS OF THE CONSTITUTION BEARING ON THE
WORK OF THE FINANCE COMMISSION

Article 268—

(1) Such stamp duties and such duties of excise on medicinal
and toilet preparations as are mentioned in the Union List shall be
levied by the Government of India but shall be collected—

(a) in the case where such duties are leviable within any
Union territory, by the Government of India, and

(b) in other cases, by the States within which such duties are
respectively leviable.

(2) The proceeds in any financial year of any such duty leviable
within any State shall not form part of the Consolidated Fund of
India, but shall be assigned to that State.

Article 269—

(1) The following duties and taxes shall be levied and collected
by the Government of India but shall be assigned to the States in
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 futures markets;

{f) taxes on the sale or purchase of newspapers and on adver-
tisements published therein;

(2) taxes on the sale or purchase of goods other than news-
papers, where such sale or purchase takes place in the
course of inter-State trade or commerce.

(2) The net proceeds in any financial year of any such duty or
{ax, cxcept in so far as those proceeds represent proceeds attribu-
table to Union territories, shall not form part of the Consolidated

109
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Fund of India, but shal] be assigned to the States within which that
duty or tax is leviable in that year, and shall be distributed among
those States in accordance with such principles of distribution ":
may be formulated by Parliament by law. i

(3) Parilament may by law formulate Principles for determining
when a sale of puichase of goods takes place in the course of inter-
State trade or commerce.

Article 270—

(1) Taxes on income other than agricultural income shall be

levied and collected by the Government of India and distributed
between the Union and the States

. in the m ;
in clause (2). anaer provided

‘ (2) Such percentage, as may be prescribed, of the net proceeds
In any financial year of any such tax, except in so far as those
proceeds represent proceeds attributable to Union emoluments, shall
not form part of the Consolidated Fund of India, but shall be as;igned
to the States within which that tax is leviable in that year, and shall
b.e distributed among those States in such manner and ’from such
time as may be prescribed.

(3) For the purposes of clause (2}, in each financial year such
percentage as may be prescribed of so much of the net proceeds
of taxes on income as does not represent the net proceeds of taxes

payable 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 include a corporation tax H
(b) “prescribed” means— '
(1) until a Finance Commission has been constituted,
prescribed by the President by order, and

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

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

Article 271~

Notwithstanding anythin g in articles 269 and 270, Parliament may
at any time increase any of the duties or taxes referred to in those

4
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articles by a surcharge for purposes of the Union and the whole
proceeds of any such surcharge shall form part of the Consolidated
Fund of India. '

Article 272—

Union duties of excise other than such duties of excise on medicinal
and toilet preparations as are mentioned in the Union List ghall be
levied and collected by the Government of India, but, if Parliament
by law so provides, there sball be paid out of the Consolidated Fund
of India to the States to which the law imposing the duty extends
sums equivalent to the whole or any part of the net proceeds of
that duty, and those sums shall be distributed among those States
in accordance with such principles of distribution as may be formu-
lated by such law.

Article 274—

(1) No Bill or amendment which imposes or varies any tax or
duty in which States are interested, or which varies the meaning
of the expression “agricultural income” as defined for the purposes of
the enactments relating to Indian income-tax, or which affects the
principles on which under any of the foregoing provisions of this
Chapter moneys are or may be distributable to States, or which
imposes any such surcharge for the purposes of the Unlon as is
mentioned in the foregoing provisions of this Chapter, shall be
introduced or moved in either House of Parliament except on the
recommendation of the President.

(2) In this article, the expression “tax or duty in which States
are interested” means—

(2} a tax or duty the whole or part of the net proceeds whereof
are assigned to any State; or

(b) a tax or duty by reference to the net proceeds whereof
sums are for the time being payable out of the Consolidated
Fund of India to any State.

Article 275—

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

Provided that there shall be paid out of the Consolidated Fund of
India ns prants-in-aid of the revenues of a State such capital and

L]
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necessary to enable that Sta
i development as may be und
1 of the Government of Ind
moting the welfare of the Scheduled Trib
the level of administration of the Schedt
the administration of the rest of the are

recurring sums as may be
h schemes ©

of suc
?}i c;::ie with the approva
purpose of pro
State or raising
therein to that of
State:
there shall be paid out of the Co
Fund of India as grants-in-aid of the revenues of the State

sums, capital and recurring, equivalent.to——
| (a) the average excess of expenditure oyer the revent
the two years immediately preceding the coTnTn
of this Constitution in respect of the administ
the tribal areas specified in Part A of the table
to paragraph 90 of the Sixth Schedule ; and

(b) the cost of such schemes of development as may ]
taken by that State with the approval of the Gos
of India for the purpose of raising the level of
tration of the said areas to that of the administ
the rest of the areas of that State.

(2) Until provision is made by Parliament under clause
powers conferred on Parliament under that clause shall be
able by the President by order and any order made by the 1
under this clause shall have effect subject to any provision
by Parliament :

Pfovided fufther that

Provided that after a Finance Commission has been col
no order shall be made under this clause by th. 2residen
after considering the recommendations of the Finance Comm

Article 279—

(1) In the foregoing provisions of this Chapter, “net
tzzazzsinorfelathon t.o any tax or duty the proceedls) th:ereof re%]
et _cofectxon, and for the purposes of those provisi
ot I attn'bsto any tax or duty, or of any part of any tax

utable to any area shall be ascertained and cert.

the Comptroller and Audi
be final. uditor-General of India, whose certifica

2 . . -
this(c)has:t?recat laasvvaf()tesald" and to any other express provl
may, in any’ - x;xlade by Parliament or an order of the Pr

Where under this Part the proceeds of an
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tax are, or may be, assigned to any State, provide for the manner
which the proceeds are to be calculated, for the time from or
which and the manner in which any payments are to be made
. the making of adjustments between one financial year and anoth ,
4 for any cher incidental or ancillary matters. -

ticle 280—

(1? The Ptxrt;:sic.ient sh(zlall,h within two years from the commencement
this Constitution anc thereafter at the expiration of every fifth
,r or at such earlier time as the President cons. rs necessary, by
jer constitute a Finance Commission which shall consist of a
asirman and four other miembers to be appointed by the: President.
(2) Parliament may by law détermine the qualifications which
11 be requisite for appointriiént as members of the Commission
| the manner in which they shall be selected.

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

(a) the distribution between the Union and the States of the
net proc‘geds of taxes which are to be, or may be, divided
between them under this Chapter and the allocation
between the States of the respective shares of such
proceeds ;

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

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

1) The Commission shall determine their procedure and sh.all
such powers in the performance of their functions as Parlia-
- may by law confer on them.

le 281—
1e President shall cause every recommendation made by the

1ce Commission under the provisions of this Constitution together
an explanatory memorandum as to the action taken thereon to

id before each House of Parliament.

le 282—

e Union or a State may make any grants for ' any pul:l:i
se. notwithstanding that the purpose is not one with respec

! P’arlla*"ent or the Legislature of the State, 85 the case may

ay mak- aws.



APPENDIX II

THE FINANCE COMMISSION (MISCELLANEOUS PROVISIONS)
ACT, 1951, AS AMENDED BY THE FINANCE COMMISSION

(MISCELLANEOUS PROVISIONS) AME
NDM
XIII OF 1955. . ) BT ACT TO.

AN AcT

to determine the qualifications requisite for appointment as members

of the Finance Commission and the manner i i
rer in which they shal
selected, and to prescrihe their powers. ¥ shall be

Be it enacted by Parliament as follows ;—

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

2. Definition.—In this Act, “the Commission” means the Finance

Comumnicsion constituted b i
: y the President pursuant to claus
article 280 of the Constitution. e ) of

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

public affairs, and the four other members shall
) be sel
among persons who selected from

(a) are, or have been, or are i i |
) . qualified to be appointed as Jud
of a High Court; or e

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

(¢) have had wide experience in financial matters and in
administration; or

(d) have special knowledge of economics.

4. Personal interest to disqualify members.—Before appointing a
person to be a member of the Commission, the President shall satisty
himself that that person will have no such financial or other interest
as is h:kely to affect prejudicially his functions as a member of the
Comsion; and the President shall also satisfy himself frem time
to time with respect to every member of the Commission that he
lias no such interest and any person who is, or whom the President
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proposes to appoint to be a member of the Commission shall, when-
ever required by the President so to do, furnish to him such infor-
mation as the President considers necessary for the pérformance by
him of his duties under this section.

5. Disqualifications for being a member of the Commission.—A
person shall be disqualified for being appointed as, or for being a
member of the Commission—

(a) if he is of unsound mind ;
(b) if he is an undischarged insolvent ; '
(¢) 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
Commission. ‘

6. Terms of office of members and eligibility for re-appointment.—
Every member of the Commission shall hold office for such period
as may be provided for in the order of the President appointing him,
but shall be eligible for re-appointment :

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

7. Conditions of service and salaries and allowances of Members—
The members of the Commission shall render whole time or part
time service to the Commission as the President may in each case
specify and there shall be paid to the members of the Commission
such fecs or salaries and such allowances as the Central Government
may, by rules made in this behalf, determine.

8. Procedure and powers of the Commission.—(1) The Commis-
sion shall determine their precedure and in the performance of their
functions shall have all the powers of a civil court under the Code
of Civil Procedure, 1908 (Act V of 1908) while trying a suit in respect
of the following matters, namely :(—

(a) summoning and enforcing the attendance of witnesscs ]
(b) requiring the production of any documents ; and
(c) requisilioning any public record fromn any court or office.

(?) The Commission shall have power to require any person (o
furnish information on such points or matters as in the opinion of
+he Commission may be useful for, or relevant to, any matter under

1
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the consideration of the Commission and an

¥ person so required shall
notwithstanding anytl : ’

. ing contained in sub-section (2) of section 54
of .Lhe Indian Income-tax Act, 1922, or in any other law for the time
bemg in force Le deemed to be legally bound to furnish such infor-
malion within the meaning of section 176 of the Indian Penal Code.

(3) The Commission shall be deemed to be a civil court for the
purposes of sections 460 and 482 of the Code of Criminal P
1838 (Act V of 1898). * Hrocedure,
Explanation.—For the purposes of enforcing the attendance of

witnesses, the local limits of the Commission’s jurisdiction shall be
the limits of the territory of India.

APPENDIX III

CORRESPONDENCE WITH THE UNION AND
STATE GOVERNMENTS

(i) Letter (dated 15th April 1964) to all .Accountants-General
regarding Statewise collections of income-tax.

(ii) Note (dated 15th April 1964) to Ministry of Finance (Deptt.
of Economic Affairs), New Delhi regarding forecast, revenue and
capital grants, plan schemes and loan repayments.

(iii) Letter (dated 30th April 1964) to all Accountants-General
regarding repayment of loans.

(iv) Letter (dated 12th- May 1964) to all State Governmernts
regarding Memorandum on Commission’s terms of reference, forecast
and information on Subsidiary Points,

{v) Letter (dated 9th July 1964) to all State Governments (exce pt
Nagaland) regarding questionnaire relating to terms of reference (e)
and supplementary information.

(vi) Letter (dated 5th August 1964) to Secretary, Deptt. of
Economic Affairs, Ministry of Finance, Government of India

(vii) Letter (dated 11th August 1964) from the Secretary, Deptt
of Economic Affairs, Ministry of Finance, Government of India, to
Member-Secretary, Finance Commission.

(viii) Letter (dated 28th November 1964) to Secretary, Deptt. of
Economic Affairs, Ministry of Finance, Government of India,

(ix) Letter (dated 4th December 1964) to all States regarding
details of committed expenditure.

(x) Letter (dated 9ih March 1965) from Secretary, Deptt. of
Economic Affairs, Ministry of Finance, Government of India with
enclosures.

(xi) Letter (dated 11th January 1955) from Shri M. V. Rangaichari,
Deptt. of Revenue and Expenditure, Ministry of Finance, Govern-
ment of India, to Finance Secretaries of all Part A and Part B Sta tes
excopt J. & K.
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APPENDIX II .

CORRESPONDENCE WITH THE UNION AND
STATE GOVERNMENTS

(i) D.O. letter No. EC 4(1)-B/64, dated the 15th April, 1964, from
Shri P. C. Mathew, Special Secretary, Ministry of Finance
{Department of Economic Affairs), New Delhi, to all the Accoun-
tants General.

(Vide para 3 of Report)

The Fourth Finance Commission is expected to be set up shortly
as required by article 280 of the Constitution. For the purposes of
making recommendations to the President as to the distribution
between the Union and States of the net proceeds of taxes on income,
the Commission will require state-wise figures of actual collections
of income-tax forming the divisible pool during each of the years
1961-62, 1962-63 and 1963-64 (preliminary actuals). I shall be grateful
if the required information is compiled and furnished to the Com-
mission by 1st June, 1964. A copy of the proforma showing the ieads
under which the figures may be furnished, is enclosed. The sub-
heads shown in the proforma may please be compared with the heads
under which figures are compiled in your office; and where there
is any difference in nomenclatures, or if any other heads are opened
in your books, these may be indicated in the statements furnished
by you and appropriate figures of collections shown against them
so that the Commission will have a complete picture of the State-
wise collections of taxes which form the divisible pocl. 1f there are
any Centrally administered territories included in your circle, the
figures relating to them may be given in a separate statement.

9% In addition to the figures relating to Assam State, you are
requested kindly to send the figures in respect of the State of Naga-
land also. The latter figures for the past years, will be those per-
taining to the Naga Hills and Tuensang Area.

Copy forwarded to—

(1) The A.G.CR., New Delhi, with the request that similar
information in respect of the Union Territories of Delhi,
and Andaman and Nicobar Islands may be furnished so
as to reach here by lst June, 1564.

*For Accountant-General, Assam and Nagaland only.

11R
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(2) Director of Accounts, Goa, Daman and Diu, Panjim.
(3) Pay and Accounts Officer, Pondicherry.
1t is requested that the information, to the extent available in

respect of income tax collections in the Union Territories of Goa,

Daman and Diu and Pondicherry, including those which were for-
merly being credited to the Head “L-II-Miscellaneous” may be

furnished so as to reach here by 1st June, 1964,



Enclosure to Appendix LI (i)

IV—Taxes un income other than Cerpuoration Tax for the State of

(excluding Central surcharge, income-
ments and miscellaneous items),

ex on Union cmoluments, advance pay~

(In thousands of Rs.)

Accounts, Accounts, Preliminary
1961-62 1562-63 actuals,
1953-64

lacome-Tax
I. Ordinary coliections *
(9 Incurme Tax on companies

(1) Other collections

2. Deductions from salaries and pensions ;

{#) Taxes in respect of other Gov-
ernment employees . . .

(1) Taxes in respect of persons other
than Government employees

3. Deductions from interest on Securities

4. Deductions from dividends and other
mncomes (excluding salaries and in-
lerest on sccurities) .

Deduzt— Refunds

(1} Payment on account of Double
Income Tax relief granted to com-
pames.

(i) Other incume-tax refunds granied
0 companies

(#v) Other refunds . .

Super-Tax

L. Deduction from salaries and pensions

(1) Super-tax in respect of other
Government employees

(4if) Super-tax in respect of persons
other than Govt. employees,

.
2. Deductions frum interest on securities

3. Deductions trun dividends and other
income (exviuding salaries and interest
O SECUTILICY .. .

5. 3 Other collecuons

120
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Enslogure to Appendix rl;l-l (1)—contd .
(In thousands of R »

Accounts, Accounts, Preliminary
1961-62 1662-63 actuals,
1963-64

Dudner— Refunds
(1} Other Refunds . .

Surcharge (Special)
(f} Ordinary collections .
(#) Deduct—Refunds

Excess Profits Tax .
(1) Ordinary collections . . R

2) Deduce—Amount transferred to  the

@ Deposit Account of Excess Profits Tax
refundable to essessces under Indian
Finance Act, 1942.

(3) Deduct—Relunds . . .
(i) Double Excess Profits Tax relief
(i) Otber refunds e

Business Profits Tax
(f) Ordinary collections . .
(i) Deducr—Refunds

Net—Grand Total
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Appendix IR (ii)

(ii) Note No. FC 1(1)-B/64 dated the 15th April, 1964 from
Shri P. C. Mathew, Special Secretary, Ministry of Finance
(Department of Economic Affairs), New Delhi, to the Joint Sec-
retar¥ (Budget), Ministry of Finance (Depariment of Economic
Affairs), New Delhi. '

{vide para 3 of Report)

Will the Budget Division kindly arrange to collect the following
material for the information and use of the Finance Commission:

(a) A forecast, in the attached form, of the Revenue and
expenditure of the Central Government by major heads of
account for the years 1965-66 to 1970-71 together with the
corresponding data for the four-year period 1961-62 to
1964-65. In working out the forecast of expenditures for
the years 1966-67 to 1970-71, due provision may please be
made for maintenance expenditure on account of the
schemes taken up in the Third Plan and likely to be com-
pleted by 1965-66. It will be a great help if the estimates
of this type of maintenance expenditure are shown
separately; :

(b) A statement showing {for each of the four years ending
1964-65 estimates of grants to the States from current
revenues. Brief notes explaining the basis on which each
grant was calculated and the purpose of the grant may
also be furnished. The break up of these grants between
plan and ncon-plan items may also be indicated. In case it
is possible to give State-wise estimates, that may also be
done. (For the purpose of this Statement, the payment of
the States' share of income tax and Union excise, and the
allocation to the States of Estate Duty and additional
duties of excise in lieu of sales tax should not be treated
as a grant).

(c) A statement showing capital grants (but not loans) to the
States over the four years 1961-62 to 1964-65. The nature
of these grants and their distribution between plan and
non-plan heads may also be indicated. Here again, in case
it is possible to give State-wise figures, that may also
please be done.

- " . ) sy I B N
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sponsored schemes of the

. howing centrally-
(d) A statement s g ntal heads with

Third Plan under each of the developme
brief explanatory notes.

(e) A statement showing repayments of loans due from each
State in each of thiz years 1866-67 to 1970-71 unde; the
three broad categories:

(i) Repayments in respect of loans
to the States upto 1963-64;

i i to St
ii) Repaymenats on account of loans given
® d small savings collections upto 1963-64; and

for plan schemes paid

ates on

account of
(iii} Repayments in respect of other loans given to the
States upto 1963-64-

In respect of the last category, brief notes regarding the nature,
terms and duration of the loans may be indicated.

2. Ten c.opies of the malerial asscmbled may be kept. rc.eady and
sent to the Commission by 1st June, 1964 by which time it is expect-
ed that the Commission would have been set up.



Total
Totzl
1956-67 10
1970-71

13

C-71 1966-67 to
1970-71

(Rs. in lakhs}
(Rs. in lakhs)

12

-

i

11

Enclosure to Appendix IIT (ii)
10

o

1968-64  196y-70 Iy

1666-67 1967-68 1968-69 1969-70 1970-71

Y966-07  1967-68

i solorn

Head

11

ToraL

Jlead

Torar

Revenue Expenditure
Dehcit

Revenue Receipt

Net Surplus

Total
1961-62
Lo 1965-66

tes)

1965-66
(Esuma-

i I
- A
[
ey
2w

[sNalg
- T

1961605

(B.E)
(B.E)

1964-65

E)

1963-6.]
(R.E)
1963-64

(R.

1962-63
(Accr)
1662-63
(Accts)

-

1961-6
{Accts)

1961-62

(Acctrst
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Notes: Enclosure to Appendix II (ii)

1. As mentioned in the U. O. nmote, figures are to be shown by
major heads of account. Details may, however, be given under
Major heads like “Miscellaneous” of special items of signilicant
magnitudes.

2. In working out the forecast for the years 1966-67 to 1970-71,
following points may please be kept in mind:

(a) In the Section dealing with revenue, no deductions 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 pocl of
income tax and the total of the distributable amount of
estate duty. "The contribution receivable from the rail—
ways in lieu of tax on railway fares should be showry
separately from other contribution from railways.

(b) Brief explanations should be given of any large variations
in the revenue estimates from year to yecar.

(c} Details of the estimates relating to Union excise duties
may be given by major articles.

(d) In the expenditure estimates, details of the provision in—
cluded in each year for grants to States should be given.

(e) Grants payable to the States in lieu of tax on railway
fares should be shown separately from other grants.

(1) The share of the divisible excises (including additional
duties of excise) payable to the States, if included in the
expenditure estimates, should be shown separately.

() As on the revenue side, variations in the estimates of ex—
penditure from year to year should be briefly explained.

{h) Both the revenue and the expenditure estimates should
Le on the cxisting levels of taxation and the prosennt
scales of expenditures; they should, however, take into
account the normal growth of revenue and expendituress.
Provision should alsyg be made for any foresecable
measures of important non-developmental expenditures,
showing the amounts separately with suitable explana—
tions to indicate obligatory character of such measures.

(i) In the statement relating to revenue expenditure for the
years 1861-62 to 1965-66, under such heads of accounis as
have plan expenditures, the break up of total expenditure

11?7 M of F —10.
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Enclosure to Appendix III (ii)~—cantd,

between plan and non-plan may please be indicated, For
the years 1966-67 to 1970-71, no provision should be ijn-
cluded in the estimates for such developmental expendi-
tures as will be included in the Fourth Plan; these are to
be .shown in a separate statement. For these years the
estimates to be included in the Statement should refer to:
(2) maintenance expenditure on account of the Third
plan schemes, both revenue and capital;

(b) such new developmental expenditure as for one
reason or the other is not going to be included
Fourth Plan: and o the

(c) all such normat continuing expenditure as was not in-

cluded in the Third Plan and as would not be includ.
ed in the Fourth Plan either,

[ R X ST SN

127
Appendix III (iii)
(iii) D. O. letter No. FC2(1)-B/64, dated the 30th April, 1964, from
Shri P, C. Mathew, Specianl Secretary, Ministry of Finance. (De-
partment of Economic Affairs), New Delhi, to all the Account-
ants General.

Will you please refer to my D. O, letter No. 4(1)-B/64, dated the
15th April, 1964 regarding information about income tax collections
in each State?

2. The Commission would also like to have information about the
repayments of various loans due from the States to the Central Gov-
ernment during the period 1966-67 to 1970-71.

3. I request that information in the proforma enclosed may be
sent in respect of the State(s) with which you are concerned, so as
to reach the Commission by the 1st June, 1964,

(a) A statement showing repayments of loans due from the
* State in each of the years 1966-67 to 1970-71 " under the
three broad categories:

(i) Repayments in respect of Loans for Plan Schemes
paid to the Stales upto 1963-64;

(ii} Repayments in respect of loans given to States on
count of small savings collections upto 1963-64; and

(iii) Repayments in respect of other loans given to the
Stales upto 1963-64,
[The repayments should include repaymient of loans advanced
from Funds such as the Special Development Fund.}
(b) Iu respect of the last catesory ie. ‘(iii) other loans’, brief
nates indicating the nature, terms and duration of the
loans may be furnished.

Enclosure to Appendix ITX(iii)

Repayment of outstanding loans due to the Government of India

from.......... State
(In thousands of rupees)

ToTAL

Catcpory of Loans ‘ 1666-G7 l 1967-68 | 1968-69 ‘ 1969-70 | 1970-71

(i) Loans for plan schemes
paid to Sute upio 1963-64
(i) Loans given to Siate on
account of Small Savings
Collections upio 1963-64 .
(i) *Other loans given to State
upto 1963-64 . . .

*Brief notes regarding nature, terms and Jdurtion of the loans may be atached in
respect of category (si) of the loans viz, ‘other loans.’
NoOTE: Repayments should include thoge in reapect of loans advanced from Special
Development Fund and other Funds.
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pppendix T
Shi
96“) from
(iv) Letter No. FC 1(2)-B/64, dated the 12th May 1 ¢ (Departn

o inanc .
Ministry of Fin Secretaries

i retary,
C. Mathew, Special Sec ; to the Finance

of Economic Affairs), New Delhi,

all the States.
(vide para 3 of Report)

the Notification, dated May, 5, :
der setting up the Fourth Fin
the terms of referencge that
dations to the President -

I send herewith copy of
containing the Presidential Or
Commission. It will be seen from
Commission has to make recommen
alia in regard to the following

(i) the allocations of income-tax and other divisible f{
under Articles 270 and 272 of the Constitution; and

(ii) the sums to be paid as grants-in-aid of the revenues o;
States under the substantive part of Article 275(1) o
Constitution to such States as are found to be in nee

them.

9. As regards the allocation and distribution of income-tax,
Commission will hae before it the considerations which
influenced the past settlement. But it will assist the Commiss:
each State Government prepares a self-contained memora
expressing its views on the existing basis for the division of pro
of the income-tax and setting forth the modifications, if any, 1
it would urge and the reasons in support thereof.

3. As regards the allocation of Union excise duties, including
tional excise duties levied in lieu of sales tax, the Commission 1
welcome the comments of the State Governments on the ex
division and their suggestions in regard to future allocation.
again a self-contained memorandum will be useful.

4. For determining the States in need of assistance and gra
aid under the substantive nart of the article 275(1), the Comnr
will require from all States a forecast, year by year, of the esti
revenue and expenditure for 1965-66 and for the subsequen
years ending 1970-71. This forecast may please be prepared
forms appended as Annexure I to ¢his letter. It is necessary to
out that the data for the five years ending 1970-71 to be gi
Annexure I should exclude:

(1) receipts from any additional taxation that might be
taken during the period 1966-67 to 1970-71; and
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(ii) €Xpendji
ture on schemes t

Fourth Plan. © be undertaken as part of the
both these points it is propose

d to add .
n to supply the necessary data ress the Planning Commis-

glad if you ki
letailed note on each of these points. Y ndly arrange to send

“the effect of the combined incidence of a State’s sales tax and
Union duties of excise on the production, consumption
or export of commodities or products, the duties on which
are shareable with the States, and the adjustments, if any,
to be made in the State’s share of Union excise duties, if
there is any increase in the State’s sales tax on such com-

. modities or products over a limit to be specified by the

Commission”,

le Commission would naturally like to have data which might
sist it in a proper study of the above question. A detailed questiot
iire on this may be sent later but in the meantime whatever data
ate Governments feel might be of use to the Commission on this
iint, may please be sent along with a memorandum setting out the
ews of the State Governments on this subject.

7. Some of the items asked for in Annexures I and II may not be
rectly related to the questions referred to in article 280(3) (a) and
») of the Constitution but information on such related matters is
zely to be of help to assist the Commission to weigh alternative
aims and arguments on the terms of reference and to understand
ie real basis for the States’ plans and forecasts.

8. I shall be grateful if the memorandum and the statements ask-

t to the Commis-
i s Jetter (with ten spare coples) are sen .
! for in this of July 1964. In case the Commission decides to

iddle
:(nf];z g::t:;r material, 1 will write to you accordingly.
point on which you require any clarification or

is any
i)}.,lf .th;l:l cltsions' will you kindly write to me?
irther In
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Anncxure 1

NAME OF THE STATE

STATEMENT ONL
RECEIPTS ON REVENUE ACCOUNT

(Rs. in lakhs)

1965-65

g

u
op-4
=EL
e "
[

1966-67 1967-68 1968-69 1969-70 1970-71

Heads of Account

Total
for
five

mates)

1964-68
{Esti-

(B.E)

1963-64
(R. E.)

(Acctsg

1962-6

1961-62
{Acts)

1966-67

years

o
1970-71

1961-62

1965-56

6T

6T
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HZ2 us
Ezd &g
RMs 23
xHm 5 .
GETD 25K
i:n:éz g
[_.O& .20
‘auﬁ [
< .
2

Ioformation asked for

each Major Head of

Revenue
{not repeated)

TOTAL—REVENUE RECEIPTS

Y grants, a separate note may, however,

precise basis and the amounts andcipated during the Fourth Plan period,

for the period 1966-67 to 1970-71, credit may not be taken for non-plan non-statutor

In this statement,

be furnished indicating the

gty AT
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Enclosure to Appendix LI (iv)
Annexure I—(contd.)

EXPLANATORY NOTE REGARDING STATEMENT ONE

1. For the period 1966-67 to 1970-71 no estimates need be given in
regard to the States’ share of income-tax, divisible excises, addition-
al duties of excise collected by the Centre in lieu of Sales Tax and
estate duty in respect of non-agricultural properties-

2. For the period 1966-67 to 1970-71, grants received by the States
under the substaniive provision of article 275(1) of the Constitution,
grant in lieu of tax on railway fares and all such grants as are linked
with the Fourth Plan schemes should not be taken credit for, Full
details should be given of any other grants from the Centre includ-
ed in the estimates, indicating the major heads of account under

which they are shown.

3. As regards various items of State taxes like land revenue, sales
tax etc., the estimates of receipts for the Third Plan period should
be inclusive of receipts from additional taxation undertaken during
this period. The forecast for the Fourth Plan period should be ox
the basis of the tax rates likely to be reached in the financial year
1965-66. In working out the forecast, account should be teken not
only of the past trends, but also of the impact that the growth of the
economy and production increases in the Fourth Plan period would
have on tax and non-tax items. It would be useful If assumptions
made in this respect are clearly spelt out. It is well known that
receipts under all taxes do not respond uniformly to the growth of
the economy. Some taxes are linked with agricultural production
while others with industrial production. In working out the esti-
mates such structural relations might be borne in mind.

4. While working out estimates of various taxes, account should
be taken of the possible realisation of outstanding arrears. It would
be useful if the amounts representing arrear collections in respect of
various items from year to year both for the Third as well as the
Fourth Plan periods, are explained suitably. A separate statement
indicating the likely outstanding arrears as at end of the Third
Plan and the progress in regard to their realization during the
Fourth Plan period may please be turnished.

5. Under items of non-tax revenues like forest, irrigation atc. the
figures should exclude all grants from the Centre and transters from
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funds as these are required to b
the estimates for the period o
might be made that the present
enlerpris'es lixe irrigation, indust
will continue. The question of

e shown separately. In working out
f the Fourth Plan, the assumption
rales or prices charged by various
rial projects, transport scheme, etc,
making changes in rates or prices
charged will have to be considered separately, In working out the

estimates, allowance should be made for increases in production as
a result of the growth of the cconomy or of expansion Programmes
in Various scoiors contemplaled under the Fourth Plan.

6. In the case of interest, credit should

reccipts as are likely to be realized on account of loans disbursed up
to the end of the Third Plan period or on non-plan loans likely to be
disbursed in the Fourth Plan period. Interest receipts on account of
Plan loans to be disbursed in the Fourth Plan period are not to be

shown in thig slatement; these are to be indicated in Statement
Tihree.

be taken for only such

7. In case under any of the items
fers from any Funds maintained in
Flease be indicated along with det
Two, there are

, credit has been taken for trans-
the Public Account, this may
ails. Similarly if in Statement
entries relating to transfers to Funds, those may also
be shown scparately. It would be best to incorporate the informa-
tion relating to operation of Funds in a self contained Memorandum.

Total
for
five
yrears
1566-67
to
1970-71

1966-67 1967-68 1966-69 I969-70 1670-71

Enclcser to Arpendix I {iv)
Annexure 1—conid,

NAME OF THE STATE—

Fourth Plan period

-

Head of Account
{Not repeated)
FROM REVENUE

() Third Plan maint:nzcce
TOTAL—-EXPENDITURE MET

(1} Central Plan
(#i0) Other expenditure

(3) Non-Plan expenditu @ ;—

{i) State

DUTIES AND OTHER PRIN-

STATEMENT TWO
CIPAIL REVENUES :

EXPENDITURE MET FROM REVENUE
A, COLLECTICN OF TAXES,

Major f{ead of Expendimare

(a) Plan exenditure :—

18. Education
Information asked for under ecch

five
years

for
1561-62
1655-66

Total

Third Plan period

I961-62 19562-63 1063-64 1064-65 1965-66
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EXPLANATORY NOTES REGARDING STATEMENT TWO

1. This statement calls for data on revenue expenditure not con-

nected with the Fourth Plan. In working out the estimates for the
period 1966-67 to 1970-71, due account should be taken of such
lLiability as the maintenance expenditure on account of the Third

Plan schemes would throw on the State budget. Each of the items .

of developmental nature like education, irrigation etc.,, has been
-divided in this statement into two sub-heads, namely (a) Plan ex-
penditures, and (b) Non-Plan expenditures. Sub-head (a) has
been further divided into two, wviz., (a)(i) expenditure on State
Plan schemes, and (a) (ii) expenditure on Central Plan schemes.
For the Third Plan period, Plan expenditure is to be shown against
items (a)(i) and (a)(ii). However, for the Fourth Plan peried, no
estimates are to be given in this statement under these items. The
total committed expenditure for the Fourth Plan period, under
each main item has to be shown against sub-head (b). The esti-
mates shown under (b) for the Fourth Plan period should provide
for expenditure which is essential for maintaining the level of
development expected to be reached by the end of the Third Plan
including maintenance expenditure on Third Plan schemes. Sub-
head (b) has also been broken into two, namely (b)(i) expendi-
ture connected with the maintenance of Third Plan schemes and
(b) (ii) the remaining expenditure. The estimates of expenditure
on the maintenance of Third Plan Schemes—whether they are
State schemes or Central schemes and whether they are on capital
account or revenue account—to be shown against (b) (i) should
include maintenance expenditure of a recurring nature. The basis
of the figures shown against (b) (i) may please be explained.
While projecting committed expenditure during the Fourth Plan
period care has to be taken to eliminate all expenditures of a non-
recurring nature incurred in the Third Plan period—whether ag
part of the Plan or outside it. In the case of maintenance expendi-
ture relating to Centrally sponsored schemes, explanatory notes
may please be furnished indicating the likely Central grants that
are anticipated over the Fourth Plan period. Credit for these
grants is not to be taken in Statement Cne but the relevant informa-
tion has in any case to be furnished,

2. In regard to ‘interest on debt and other obligations’, estimates
for the Fourth Plan period should relate to only such interest pay-
ments as will be required on account of loans outstanding as on

o achaeady iaala.

B e Tl iy A
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interest on
31st March 1966. No provision should be made here fo.r l::e e
account of borrowings that may have to be t;e:ortgelc‘l’ et:: 112 e Dt
: i these are e
he Fourth Plan; estimate for '
%fh:'e: It may be noted that interest payment on ac.cc'a:mt ::h lec;nax:ss
debited to commercial enterprises, such as electricity ,

i - river
road transport schemes, jrrigation schemes, multi-purpose

ed here
valley schemes and industrial schemes are also to be includ

and shown separately.

3. Estimates in regard to appropriation f.Ol..' red;xctmr:le ::e?;?:;’
ance of debt should not include any prcn.v131(!:uu-1 dor indl;:de e
amortisation or repayment of loans. .Tl?ese s od e reciation
(i) provision for any obligatory smkllr.lg fun e pro-
charges in respect of public loans, and (i) t'he trafnthe o et
ceeds of the betterment levy towards reduction OA seu.ll N
of the project and/or repaymt?nt et;; I.1;c11'1¢10 Cf}?:r;aintenance man

ition in T _ : .
?::!,e It?rrlldt:;r I;ire:;llznczojfltdebt and the modification proposed in this

regard may please be furnished.

. : a
4. Estimates of non-development expenfhture like Fg:;etl;:il P?an
ministration, police etc., during thef period c:rfwthzomistent vt
i econo
ald take into account the scope 10T €=t onsister ”
zlf;‘?ciency An attempt should be made to lee a reahs'mi1 p1c1:;:‘;e(.)s
the claims of non-development expenditure of the

Tesources.

5. In the case of multi-purpose river valley schemes, ur;‘g:::eo;l
nd- electricity schemes, and road and water transport ls)cA -ndi:
(aietails of working expenses, interest charges etc. should be i

cated separately for each year.

ial i i this

6. If the estimates include any special item qf explendx;;l:lre,major

shm;.ld be indicated in-explanatory notes; particularly, ) asy el
increase in the non-plan expenditure due to reasons suc

isi luments etc.
nistrative reorganisation, general revision of emeo .

should be explained in detail.
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5 B o Annexure T—concld.
= 21 E¢
g % 5 35 |k EXPLANATORY NOTE REGARDING STATEMENT THREE
L E1RE
bt < | . . . s '
A ?_ 5 g1 . Precise basis of the estimates may please be given. For example,
L] t~ . - . 1 :
o - o in the case of interest liability on account of loans from the public
. r~ ~
- c e ."g a2 in the Fouth Plan pericd it would be necessary to get the following
a & _ data for each of the years—
= = P
i 2 I & - (i) Outstandings as at the end of 1966-67.
E T | = E (i1} Borrowing from the public in 1967-68.
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Annexure II
List of Subsidiary Points

1. Rates of principal taxes/duties/fees:—

(i) Agricultural income tax

(ii) Stamp duties

(iii} Registration fees

(iv) Motor vehicles tax

{v) Taxes on passengers and goods

(vi) Sales tax on motor spirit and General Sales Tax
(vil) Entertainment tax, Cinema show tax and Betting Tax
(viii) Electricity duty, and

(ix) Other taxes

in 1960-61 and the changes made therein during the peried upto
1963-64. Any changes that may be or may have been made in 1964-65
may also be indicated.

2. Basis and rates of land revenue assessment including sur-
charge, special rates, etc. in 1960-61 and changes during 1961-62,

and onwards. The rates of land revenue assessment may be
given:—

(i) for each district and

{ii) minimum and maximum rates for dry, wei or garden
lands.

3. Details of excise revenue for the years 1960-61 to 1964-65. A
self-contained note giving factual information in regard to prohi-
bition, the State Government's views on the subject and the future
plans in that regard.

4. Particulars” of cesses levied by the State, their purposes, the
total proceeds of each cess, the amounts, if any, thereof transferred.
to local bodies or spent directly by the State Governments during
1960-61 and onwards.

5. The nature of economy measures, if any, carried out by the
State Government in the years 1960-61 to 1963-64 inclusive and
their results. -

[P T W PRpTevety 3
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6. Revisions of pay and atlowances of—
(i) State employees,
(ii) Employees of local authorities, and
(iii) Employees of quasi-government bodies.

financed by the State Government in each of the years from 1960-61
onwards and the consequent increase in expenditure.

7. Important measures of administrative reorganisations, if any,
carried out during the years 1960-61 and onwards, the purpose of
these reorpganisations and their impact on the revenue budget of
the State Government.

8. Financial results of the working of the State commercial and
industirial  undertakings like road transport, clectricily schemes,
industrics etc. for which commercial accounts are maintained,
during each of the years beginning 1960-61.

9. New State enterprises-established or addition to, and expan-
sion of, existing enterprises during 1960-61 to 1963-64 and those
proposed to be established during 1964-65 and 1965-66 and from
1966-67 to 1970-71 (only schemes costing Rs. 10 lakhs and over need
be given).

10. Dcbt position of the State showing separately the total out-
standing debt to (i) the public, (ii) the Central Government and
(iii) any other institution on 1st April 1952, 1st April 1957, and on
the 1st April of each of the years beginning 1961, and the interest
yielding assets held against such debt (as per illustrative pro-
forma).

11, Position of Takavi and land improvement loans—advances,
recoveries and remissions and writes-off during each of the years
begining 1960-61 and total outstandings and overdue arrears at the
end of each of these years. The action taken on the Report of the
Committee on Takavi loans and Cooperative Credit may kindly be
indicated in detail.

12. Revenue (indicating separately grants from State Govern-
ment) of local bodies and expenditure incurred by them on roads,
education, medical and health services in each of the years beginning:
1960-61 (in this connection, the action taken on the Report of the
Study Team on Panchayati Raj Finances, 1963 may kindly be indi-
cated). !
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13. Mileage of National highways and A, B and C class roads on
Ist April 1348, 1st April 1951, Ist April 1956 and 1st April 1961,
1962, 1853, 1964 and 1965. In this connection, the mileage of high-
ways, District Board roads, famine roads ete. may kindly be given
separately. The amounts of grants-in-aid made under article 275 (1) in
pursuance of the recommendations of the Third Finance Commis-

sion and the utilisation thereof and the consequent improvement in
communications may also be stated,

14. Strength  of establishment under Police (with separate
figures for horder police where such police is maintained separately,
Home Guards, Prantiya Raksha Dal etc.). General Administration,
Justice, Jails on 1st April 1948, 1st April 1951, 1st April 1956 and in
each of the years beginning April 1960,

15. Number of primary schools, pupils and teachers therein on
1st April 1948, 1st April 1952, 1st April 1956 and in each of the years
beginning Aprnl 1960. In this connection the additional strength of

pupils in these schools together with the age-groups may kindly be
given,

16. Number of hospitals and dispensaries, total number of beds,
nurses, doctors and midwives, rural and urban separately, on 1st

April 1948, 1st April 1952, 1st April 1956 and in each of the years
beginning 1st April 1960.

17. Programme of agrarian reforms in the State, their effect on
revenue and expenditure, production of food-grains and commer-
cial crops, during the years 1560-61 and onwards.

18. Grow Alore Food Schemes, 1960-51 to 1964-65. Give for each
year particulars of—
(i} gross expenditure,
(i1} loans,
(ii1) grunts received from the Centre,
Also give increase in food production over this period.

19. Details of the programme of Community Development,
giving  speciully the progress so far in regard to opening of Com-
munity Development and National Extension Service blocks in
each of the yeoars beginning 1960-61, as well as the programmes for
the extension of the scheme during the rest of the Third Plan
period and the programme for the Fourth Five Year Plan period.

In this conncction, the strength and work of the Village Volunteer
Force may please be given.

L o o
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20. Kilowatt hours of energy generated in 1948, 1852, 1956, and in
caeh of the years beginning 1960, by
(1) State undertakings
and |
(ii) private undertakings,

{excluding purchases from D.V.C))

In this connection, the progress of rural electrification programme
since 1956 may be indicated, together with the programme for each
of the years upto 1965-66, and for the Fourth Five Year Plan period.

21. Financial and other details of cach of the major irrigation
and hydro-electric  projects, relating to the period 1956-57 to
1960-61- and in each of the subsequent years, indicating capital
outlay, running costs and the revenue derived each year and other
tangible henelits of the project.

22. The progress made in the reorientation of the economy to-
wards defence, and the consequent impact‘ on the budget.

23. Preparation and compilation of statistics relating to State
income, collection of consumption data regarding commodities sub-
ject to Union Excise duties. (An explanatory note on the subject
may be piven).

94. The amounts included in the forecasts by way of transfers
to and from any reserve funds with explanations as to the nature
of those funds.

25. A statement showing the recommendations of the Taxation
Enquiry Commission which have been implemented, the resulling
increase  in revenue and the estimated additional revenue if the
remaining recommendalions are implemented.

96. A statement giving the details of additional taxation which
the State Government had proposed at the time of the formulation
of the Third Five Year DPlan and the taxation measures actually
implemented  with their yiclds during the period of that Plan and
their expected proceeds during future years.

27. The position of arrears in the collection of land revenue f'l.n(l
of sales tax, during the years 1960-61 to 1903-64 with a detailed
statcment showing for each year, and in respect of each of . thfzse
two sources of revenue (i) the arrears outstanding at the beginning



28. Matching or ad hoe grants received or expected to be received
from the Central Government and other statutery or non-statutory
» €.g. the National Cooperative Develcpment ang Ware-
housing Board, the Indian Council of Agricullural Research, the
Indian Central Cotton Committee, the Indian Central Jute Com-

mittee, the Handloom Board etc. during  the year 1960-61 to
1964-65 showing separately:

(i) the gross expenditure on account of plan and non-plan
schemes financed by such grants;

(ii) the pattern and duration of the grants,

29. Receipts, payments and balances in the State Road Fund,
and the famine and natural calamities fund, if established (vide

para 184 of the second Finance Commission’s report and para 17
of the Third Finance Commission’s Report), for each of the years
1960-61 to 1964-65.

h expenditure, by way of
ices or otherwise,

—

31st
March
1966

(Rs. in lakhs)

318t
1965

Anncxure O—conid.
March

318t
1964

March

Enclosure to Appendix LI {iv)

NAME OF THE STATE.

FINANCIAL POSITION OF THE STATE GOVERNMENT

1953

March

318t

Outsranding as on
1962

Li::;h

1561

March

Mareh

1 1957

1952

Mazeh

PROFROMA FOR ITEM NO. 10
(The position of liabilitics and asscts under some important heads)

.
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5. Loans from the National Cooperative Develop-

4 Loana from L. 1. C.
ment Corporaton, .
8. Any other loans,

2. Loans from the Centre. .
7. Unfunded debr

1. Loans from the public. .
3. Loans from R.B. L

6. Floating debt*

A. Indebtednass :
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1966

31st 3ist
March  March
1964 1565 o
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March
1963
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March
1962

315t
March
1961

1151
March
1957

315t
March
1552

L. Cavk Bulunce, andt Holdings of Securities -

1. Cash balance,

in

2. Securities held

Cash Balance Investment

Account
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in Sinking Fund Investment

3. Securities held
Account .

4. Securities held on accoyn: of other Reserve Funds

C. Loansand Adoanzes by the Siate :

1. Tolocal bodies,

2. Te agriculturists for Various purposes

3. Toothers,

of* Essential Commoditie

coun’.
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ngs of Siocks
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G
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*Value and not the quantity 2s such has to be indicat

Appendix NI{v)

(v) Letter No- FC 14(1)-B/64, dated the 9th July, 1964, from Dr.

D. N. Saxena, Joint Secretary, Finonce Comrnission, Church Road
Hutments, New Delhi, to the Finance Secretaries of all the States

(oxcept Nagaland).
(vide para 86 of the Report)

I am directed to invite a reference to paragraph 8 of the Ministry
of Finance letter No, FC 1(2)-B/64, dated May 12 1964, dealing with
supply of material for the use of the Fourth Finance Commission.
In paragraph 6 of that letter it was stated that on the subject of
co-ordination between sales taxes and Union excise duties, which
is covered by part {e) of the terms of reference of this Commission
a detailed questionnaire would be sent later. Herewith I send five
copies of a proforma setting out the items in respect of which infor-

mation is needed.

2. The information to be furnished in. the proforma may please

be supplemented with—

(i) Six copies of General sales Tax Act and the Act dealing
with Sales Tax on Motor Spirits as applicable o wyour
State (these should be up-to-date i.e. should include all
amendments carried out recently) ;3

(ii) a brief note indicating such salient features of the sales
tax system as the minimum turnover at which the tax
becomes applicable, the system of levy i.e. whether it is
single point, multi point or double point or a combination,
exemptions ete; and

(iii) a self-contained memorandum setting out the views of the
State Government on part (e) of the terms of referennce ol

the Commission.
3. It is requested that the Acts asked for vide item (i) above may

please be sent by the end of this month and the remaining infor-
mation alongwith the Memorandum by the middle of August, 1964.
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PROFORMA ATTACHED TO
RINANCE C
NO. e Bl6e, DATED ] ULy SISSION LETTER

Rates of Sales Tax on Commodities/ Products bearing Union Exase Dutiss

. System
Commoditics/Products of levy of
whether 1961-62
single Rarcof Salestax  Total
. : T
mul:.i‘.“ sales mx  yield value of eﬂ‘nc?::
mmt or (RJ. h.k.h.i) sa.lc: at  sales tax
double the final  rate on
point slage cach
commo~
dity
-4 x 100
. 3
. 3 4 [ 6
1
2.
3.
4
5.
6.

1Q.

1I.

Norta! Similar infpnmtion to be furnishsd for each year up to 1964-65.

g
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. Enclosure lo Appendix I(v)
EXPLANATORY NOTE TO PROFORMA ATTACHED TO FINANCE
COMMISSION LETTER No. FC 14(1)-B/64, DATED JULY 9, 1964
This proforma is intended to collect information in regard 1o rates

of sales taxes in different States on commodities that are subject to
Union excise levies.

2. At present there are as mnany as 68 commodities on the Union
excise tariff list. Out of these, the following eight are exempt from
sales taxes in all the States in terms of the arrangement regarding
additional excises in lieu of sales taxes. These are:

(i) Cotton fabrics ;

{(ii) Silk fabrics;

{(iii) Rayon or artificial silk fabrics;
(iv) Woollen fabrics ;

(v) Sugar;

(vi) Tobacco (unmanufactu:ed) :
{vii) Cigars and Cheroots; and
(viil) Cigarettes.

The above commodities are, therefore, not to be included in the /
proforma. It is only in respect of the remaining 60 commodities that -
the information asked for in the proforma has to be given. These
60 commodities are as follows :
! 1. Motor spirit. _ .
’! 2. Motor vehicles. -
4 Tyres and tubes.
Cycles and parts thereof.

Gramophones.

3.

4.

5.

6. Wircless receiving sets.

7. Refrigerators and Air conditioners.

8. Electric motors.

9. Electric batteries. -
10. Electric bulbs and tubes.

11. Electric fans.

12. Electric wires and cables.

13. Internal Combustion engines.

14, Rubber Products :

15, Iron and steel products.
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- Refined Diesel oils ang vaporizing oils,
. Diesel oils n.os.

. Furnance o},

. Soap.

. Cosmetics ang Toilets,

- Petroleum Produycts n.o.s.

. Paper,

. Plywood.

- Rayon or synthetjc fibres and yarn.
. Plastics,

- Asphalt and bitumen,

- Pigments and colours,
. Soda Ash,

. Caustic Soda.
. Glycerine.
- Synthetic organic dye stuff,

. Patent and proprietory medicines,
. Acids.

. Gases,

. Sodium silicate.

. Cellophane.

. Cement.

- Glass and glassware,

. Chinaware.

- Asbestos cement products,
. Coffee,

. Tea,

. Kerosene.

. Matches,

- Vegetable products.

- Vegetable non-essentia] oils.

. Footwear.

- Cinematograph films.

Copper and copper alloys.

[
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50. Zine.

51. Aluminiurm.
52. Tin plates.
&3. Pig iron.

64. Steel ingots,
55. Cotton yamn.
56. Woollen yarn. e
57. Jute manufactures.

58. Mechanical lighters.

59. Silver.

60. Salt.*

*There is no excise on this item.

3. In presenting the information it would perhaps be convenient:
to re-arrange the above list so that items bearing the same rate are
brought within a single group. For example, all items which bear
a 10 per cent. single point sales tax levy could be put in one group;
the second group could then show all such items which bear a5
per cent. levy; a third group could include all such commodities
which bear a 2 per cent. levy and so on and so forth. The suggestion-
for grouping the commodities should not, however, be taken to mean
that rates for individual commodities are not to be shown. In fact,
the entire presentation has to be in terms of each of tha 60 commo-
dilies set out above. For the sake of convenience, however, these

may be shown under different groups formed on the basis of the
rates of levy.

4. Columns 2 and 3 dealing with system of levy and with res
of sales taxes are simple and will not create any difficulty. The sime
cannot, however, be said about the rest of the columns. Two types -
of difficulties are likely to crop up.

(i) commodity-wise details may not be available ; and

(ii} cven if one ignored the difficulty regarding commodity—
wise details, one may not get from the available records
precise information in regard to total value of sales at the
final slage, namely, at the retail stage.

The sole objective of seecking information in regard to total value of
sales at the final stage is to arrive at a reasonable estimate of total
effective sales tax rate on each commodity. For example, assumings -
that in case of, say, vegetable products one has the data regarding-



effective rate would
which the commodity

to :&il:fv;nt:;xtior of the proforma is to elicit information in regard
sales tax rates on each commeodity - §
| ' Y ; in other word
rate of sales tax which should have been devised if the'inteit:::
;:af to ;oillfct the same yield through a single point levy. In case it
oun at precise information in re ]
i ' gard to total value of
al the ﬁnal stage and yield from sales taxes in respect of :1:;
:ofgﬁmgo}:htyt.can?ot be had, perhaps the best thing would be to give
estimate of the effective sales tax ra min
_ . te on each co i
The basis of the estimate may please be explained in detail oy

6. The information to be
to State sales taxes ;
Ppicture.

given in the proforma has to be confined
Central sales tax is not to be brought in the

7. Supplementary point No. 23 vide

Finance letter No. FC 1(2) e 106 e stry of

-B/64, dated Ma i

: ‘ , Yy 12, 1964, seeks infor.
mat.loxll {rom f.:ach State in regard to Preparation and compilation cl;f
Statlstlf:s relating to State income and collection if consumption dat

regarding commodities subject to Union excise duties p ;

sumption in regard to commodities subject to Union excises

Appendix II1 (vi)

{vi) DO letter No. MS5/688/64, dated the 5th Au
S‘hn P. C. Mathew, Meml:er-Secretary,
Church Road Hutments, New Delhi,

Sccretary, Department of Economic
New Delhi.

gust, 1964, from
Finance Commission,
to Shri S, Bhoothalingam,
Affairs, Ministry of Fuance,

(vide para 124 of the Report)
Please see para

graph 4a(iij
Fourth Finance Co P (i) of the terms of reference to the

mmission which rquires it to take into account
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on the requirements side of the non-plan revenue accounts of the
States, the expenditure likely to devolve upon the States for the
servicing of their debt, A question has been raised whether the
receipts to the States resulting from the Fourth Plan schemes during
the Fourth Plan period should be credited on the receipt side of the
non-Plan account or whether these receipts will be included on the
receipts side in the plan account, while estimating the resources
available to the States for the Fourth Plan e.g. on page 6 of ‘heir
publication “West Bengal Third Five Year Plan”, the West Bengal
Government have taken credit for Rs. 7-00 crores on account of
Receipts from Third Plan Schemes (excluding major industrial
schemes). Apart from the fact that it would be difficult for the
States and the Finance Commission to estimate the magnitude of
these receipts at this stage when there is little information available
regarding the specific Fourth plan schemes from which these receipts
may be expected, there is also risk of double counting or complete
omission of this item of resources from both the Plan and the non-
Plan accounts. I shall be grateful if you would let the commissian
know whether this item is. being included in the receipts side of
the plan account, in estimating resources for the Fourth Plan.

Appoendix III(vil)

{(vii) D.O. letter No. 3028-SCDN /(4. dated the 11th Aupgust, 1964, from
Shri S. Bhoothalingam, Secretary, Ministry of Finance (Depart-
ment of Co-ordination). New Delhi, to Shri P. C. Mathew,
Mcmber-Secretary, Finance Commission, New Delhi.

{vide para 124 of the Report)

Your D.O. No. MS/688/64, dated 5th August, 1964 regarding the
rockoning of receipts accruing to the States from the Fourth Plam

‘Schemes.

2. Expenditure for the servicing of the debt is always treated as
a non-plan item. That is why para 4(a) (iii) of the terms of reference
of the Finance Commission specifically refers to the burden devolving
upon the States for the servicing of their debt which would also
include interest payments relating to the debt likely to be incurred
by the States in the Fourth Plan. On the other hand, receipts
accruing to the States from the Fourth Plan Schemes cannot appro-
priately be reckoned as a non-plan receipt since the expenditure on
those schemes would form part of the Plan. These reccipts have,
therefore, to be excluded in the computations to be made by the

Finance Commission.
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Appendix I

) 0. letter No. MS-132264, dated 28th November, 1944
(vill) Dl 1 p. C. Mathew, Member-Secretary, Finance Com,
f{:w Delhi, to Shri S. Bhoothnliflgnm, 'Secretary, Min
Finance (Depnrtmcnt of Economic Affairs), New Delh

(vide paras 148 and 149 of the Report)

In assessing the requirements of the State Governme
Finance Commission has to decide whether the Statc'Govm
should be allowed to make provision for annual contributior
Sinking Funds for market borrowings and./or loan.s from the
Government and if so at what rates. This qu.estlon was cor
by the Ministry of Finance (Economic Affairs Departmen
issued instructions in January 1955 advising the State Gove
that provision for Sinking Funds in the Revenue Budget
restricted to what the State Government was bound to pr(
accordance with any law or with any specific undertaking
in the case of any loan. It will be recalled that the Second
Third Finance Commissions, however, did not allow any p
(not even the obligatory ones) for reduction or avoidance

in assessing the non-plan gavs. except in the case of Mah
which had revenue surplus.

2. 1t is understood that there has been some rethinking a
earlier decision of the Government of India preventing th
from making contribution to the Sinking Funds, and that this
Was considered in the Finance Ministers’ Conference held in N
1963. :I'he Central Government has also expressed anxiety a
mounting debt of the State Governments, vide para 31 of the

———

(ix) Letter No,
" Dr. D. N,
Secretary,

Appendi
ed 4th December, 1!
tary, Finance Commi
of all State Governm
the Report)

C 1(2)-B/64, dat
>axena, Joint Secre
Fmange Departments

(vide para 114 of
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y them for maintenance expenditure on Third Plan.
ring the Fourth Plan period shows large variation as

e State and another and as between one major head and
the same State.

ler to enable the Commission to make realistic assess-
> committed expenditure, the State Government are
o furnish following details of the Plan expenditure on

count during the last year of the Third Pla

n proposed
ider each major head :* prop

or Head. Plan Expenditure  which
expenditure would become com-
In 1965-66 mitted on the non-
plan side durinz each
year of the Fourth
Plan period (1966-67

1 1970-71).

ies and Establishment expenditure
1gency expenditure—

Recurring.

Non-recurring. .

nts-in-aid to Institutions and local bodies
1or Works.

ToTAaL

ach heads may be covered as have pian items =~ *hem.

I, it may be indicated on what amount of gross capital
the completed schemes of the Third Plan, maintenance
charges have to be provided on the non-plan side in the
n period on the items ‘public works’ and ‘irrigation’.

requested that the above information may be furnished
ach before the 1st of January, 1965.

Appendix UI(x)

stter No. 785-SEA/65, dated the 6th/9th March, 1965, from
S. Boothalingam, Secretary, Ministry of Finance (Depart-
of Economic Affairs), Now Dolhi, to Shri P. C. Mathew,
er-Secretary, Finance Commission, New Delhi.

(Vide para 149 of the Report)

refer to your D.O. No. MS-13822/64, dated the 28th Novem-
the amortisation of Public Debt from Revenue in
egarding of a communication sent to the State Govern-
A (i,o,f)gcctlon which Is self-explanatory, is enclosed for
th:;:,: and guidance of the Fourth Finance Commisson.
1a
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, , Enclosure to Appedix III(x)
Letter No. F 1(9)-B/65, dated the 9th March, 1965 from Shri A. R.
Shirali, Joint Secretary, Ministiry of Finance (Department of
Economic Affairs), New Delhi, to the Finance Secretarics of all
State Governments.
(Vide paras 110 and 149 of the Report)

(Enclosure to letier dated 9th March, 1965 from Finance Secretary
Government of India)

I am directed to say that some State Governments have enquired
about the views of the Government of India on the question of the
amortisation of Public Debt from Revenue. While the Government
of India are satisfied that the decision communicated in Shri Ranga-
chari’'s D.0. letter No. 41/5SF/55, dated the 11th January, 1955 to the
Finance Secretaries of all State Governments continues to be valid,
the matter has nevertheless been carefully examined and the conclu-
sions reached are set forth below : —

2. The utilisation of borrowed moneys for expenditure on pro-
ductive assets which are capable of paying at least the interest
charges on the capital invested is fully justified and raises no problem
of amortisation from Revenue. It is only where such moneys are
utilised for expenditure on non-productive assets or insufficiently
productive works such as flood protection works, irrigation works,
school buildings, hospitals and dispensaries, rural roads etc.
that the doubt arises whether the related expenditure is an
appropriate charge on borrowed moneys. While it is possible to
argue that such outlays too represent permanent assets which could
be validly shown against the borrowed moneys, the view could be
urged that such charges should ultimately be met from Revenue
even if for budgetary convenience they are initially met from borrow-
ed moneys. However, the procedure for writing back to Revenue
over a period of years the expenditure incurred out of borrowed
moneys as a matter of budgetary convenience has not been extended
to expenditure incurred on non-productive or insufficiently productive
assets. The more convenient arrangement in such cases would be
to adjust initially under Revenue such part of expenditure incurred
on non-productive or insufficiently productive assets as is considered
appropriate, instead of meeting it from borrowed moneys in the
first instance, and then writing it back to Revenue over a period of

vears. This would necessiate a reconsideration of the existing
criterion for meeting expenditure of a capital nature from borrowed
moneys or in other words, for allocation of expenditure between
Revenue and Capital.

I
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3. The rcconsideration of the criterion for allocation of.expen-
diture between Revenue and Capital could have rfefe-rence either to
the objects of expenditure or to the monetary limits adoptefl f)clu'
the purpose. It would be appreciated that-the rr_lore practl'ca‘ e
arrangement would be not to disturb the e_s‘sentlal‘basm of_ the existing
arrangement for debiting expenditure resulting in creation of a.ss-ets
to Capital, but to increase the monetary limit adoptet:? for debltm.g
the expenditure on individual works or schemes to Capital. For this
purpose, the present limits for meeting from Reve:nue the e:::pen-
diture on new works satisfying the definition of capital expend1ture1
viz., Rs. 20,000 in the case of individual works and Rs. 1 lakh.s for
works of same character and forming part of a scheme, having a
continuity of time, purpose and space, might, having regard to the
present day conditions, be increased to Rs. 1 lakh Rs. SVVIak'hs respec-
tively. This modificaton will result in expenditure of a Capital nat}t:re
being met from Revenue to a larger extent than -at Present and 1 u:
serve essentially the same object as the amortisation of a part o
the Public Debt from Revenue.

4. The modification in the existing arrangement of the allo.catxon;
of expenditure between Revenue and Capital referred to in ihe
preceding paragraph is proposed to be given eﬁect. to at the Cen r:
from the commencement of the Fourth Plan period. It would 0
course apply not only to new works or schemes but also worl::: or
schemes in progress and carried over to 1966—(.37. The expendi ur;
which would be transferred to the Revenue Section as a result, woul
be debited to distinct Capital heads within the Revenue accoull:.t
following the procedure which obtained prior to 1956-5-7. If t e
State Governments agree, they may initiate necesszfry actlon' to u}r:-
plemeﬁt the proposal in respect of their exepenc-hture during the
Fourth Plan period. The Comptroller and Aud.ltor General who
has been consulted is in agreement with these views.

5. The receipt of this communication may be acknowled.ge.d. A
copy of this is also being sent to the Fourth Finance Commission.
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Appendix II1 (xi)
Letter No. 41751753, dated 11th January, 1935, from Shri M. V.
Rangachari, Government of India, Ministry of Finance (Depit,

of Revenue & Expenditure), to Finance Secretaries of all Part A
& Part B Stutes except J. & K.

(Vide para 148 of Report)

Some of the Stute Governments have brought up the difficully
.experienced in bulancing their revenue budgets, due among other
things to the progressive increase in debt charges arising out of the
-implemengation of the Plan. While it is obvious that interest and
.obligatory sinking fund charges must be fully met from current
revenues, in the present context, when all the resources at the
Centre and the States are mobilised for financing development and
no real revenue surplus is available for repayment of debt or debt
redemption, therc is no reascn why the revenue budget should be
distorted by including provision for repayment of loans or for non-
.obligatory sinking funds. Provision for the repayment of loans may
te made in the capital budget and the provision for sinking funds in
the revenue budget restricted to what the State Government is
bound to provide in accordance with any law or with any specific
undertzking given in the case of any loan. If you agree, the budget
for the coming ycar may be framed on the above basis.

2. It would perhaps also be an advantage if the procedure in the
matter of meeting capital expenditure from the revenue budget is
made as uniform as possible. The practice probably varies from
State to State and I shall be glad if you would kindly let me know
urgently the procedure adopted in this matter by your State in some
detail. We shall then consider the extent to which standardisation

is possible or desirable and process the matter with you and the
wther States.

ey

Dates and Venues of discussions with the rep ,  State
Governments and Central Ministries; the Planning Commission;
the Comptroller & Auditor Genera
General,

APPENDIX 1V

(vide para S of the Report)

resentatives of the State

1 of India and the Accountants

(A) Dates of discussions with State Governments
State Dates of discussions Venue

3. Gujarak . . . . 16t and 18th January, 1965. Bombay.

2. Mihasashtira aoth and ztst January, 1965. Bombay.

3. Rajasthan 3rd and 4th February, 1965. New Delbi
4. Bihar] sth and 6th Februoary, 196%. New Delhi,
. Nagaland gth and roth February, 1965, New Delhi.
6. Mysore . . . sth and 6th March, 1965. Madras.

7. Madras . . . , gth and 10th March, 1965. Madrns, ‘
8. Utrtar Pradesh. . 23rd and 24th March, 1965. New Delhi.
9. Panjab asth and 26th March, 1965.1 New, Delhi.
10. West Bengal sth, 6th and 7th April, 1965. Calcutta.

1. Assam 9th and gth April, 1965. Calcutta.
12, ‘]rn n1 & Kashmir. zrst and 22nd April, 1953, New Delhi.
t3. Anlhra Pradesh. z23rd and 24th April, 1965. New Delhi.
14. Orissa 26th and z7th April, 1965. New Delhi.
ts. Midaya Praesh, 23th and z9th April, 1965. New Dclhi,
16, Kerala. a8th’and 29th May, 1965. Bangalore.

(B) Dates and Venues of discusstons with Central Ministries, Planning
Commission end Comptrolier and Auditor

General of India

1M a'stry ete, Date of discussion Venne
':_,‘]\Tl%ni\'tcr of Commaree and  4th February, 1065, New Delhi.
Prof. V.K.R. Y. Ray, M-m- 5, .
2 :) :f;:"[':i:;:‘““TS;;:::::;““":( 27th M rch, 1965. New Delbl.
. W ® .
4 Calni;;:;léirlrtlini?uditOt aoth April, 1965. New De n..
5. Pl;nraing Commission. 15t May, 1965, New Delhi.
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{C) Dates of discussions with the Acco
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Appendix IV—coneid,
untants General

Accountant Gengral

Date of discussicn

Venue
1. Gujarar 18th Jaouary, 1965, Eomhny.
2. M&hﬂruhlnl. 22nd January, 19657 Bombay,
3. lgal:lzlhan 4th February, 196;. New Delbi
4. . 6th February, 196<." - "
5. Nagaland 10th Febmar;,ulggdss. NTDZC:L
6. Mysore, 6th March, 1965, Mad,
7. Madras, toth March, 1965, Mad:
8. Udtar Pradesh, . 24th March, 1965, New D;lh.l
9. Punjab 27th March, 1965, New Dclh.i.
19, West Bengal 7th April, 1965, Calcutta, .
:: Agsam oth April, 1964, Calcutte,
Jammu & I\-ﬂshm.u' 22nd April, 196s. New Delhi,
13. Andhra Pradegh, 24th April, 1965, New Delhi,
14. Orissa 27th April, 1965, New Delhi,
15. Madhya Pradesh, 29th April, 1965, New Delhi,
16. Kerala 29th May, 1965, Bangalore,

Names

1.

Li=R - T K = T < | BT N LR X ]

10,
11.

12,

13.
14.
15.

16.
17.
18.

APPENDIX V

of organisalions, universities and individuals who submilled
Memoranda to the Commission

(vide para 7 of the Report)

(a) Organisations which submitted Memoranda to the Commission.

Mill Owners' Association, Bombay.

. The Paper Traders Association, Bomnbay.

. Federation of Gujafat Mills and Indusiries, Baroda.

. Federation of Paper Traders Association, Bombay.

. Bharat Chamber of Commerce, Calcutta

. Maharashtra Chambef‘ of Commerce, Dombay.

. The United Planters Association of South India, Coonoor.

. Bihar State Cooperative Bank Ltd,, Patna,

- Federation of Indian Chamber of Commerce and TIndustry,

New Delhi,

Saurashtra Mill Owners' Assoclation, Sutjendranaﬁar.
Bihar State Small and Medium Newspapers Association,

Patna.

Iron, Sieel & Hardware Merchants and Manufacturers Cham-

ber of India, Bombay.

Indian Chambers of Commerce, Calcutta.

All India Iron & Steel Merchants’ Federation, New Delhi,

Bengal National Chamber of Commerce and Industry, Cal-

cutta-

Gujarat Vepari Mahamandal, Ahmedabad.

The Indian Merchants’ Chamber, Bombay.

(a) Burmah Shell Oil Storage & Distributing Company of
India Ltd., Bombay.

(b} M/s ESSO Standard Eastern Inc., Bombay.

(c) M/s Caltex (India) Ltd., Bombay.

(d) Indian Oil Corporation Ltd, Bombay.

(¢) Burmah Oil Company (India Trading) Ltd., Bomﬁay.

. Mahmashtra Chamber of Commerce and Industry, Poona.
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20. Gujarat State Road Transport Corporation, Ahmedabad.

21. The Federation of Andhra Pradesh Chambers of Commerce
and Industry, Secunderabad.

22, Rajasthan Chamber of Commerce, Jaipur.

23. Merchants’ Chamber of Commerce, Kanpur.

24, Rajasthan Vyapar Udyog Mandal, Jaipur.

25, All India Council of Mayors, Bombay.

26. Planning Forum, H. L. College of Commerce, Ahmedabad,
27. Institute of Chartered Accountants of India, New Delhi.
28. Gokhale Institute of Public Affairs, Bangalore,

29. Bharatiya Jana Sangh, Delhi.

30. Samyukta Socialist Party, Kerala.

31. Committee of Members of Parliament, Madhya Pradesh, New
Delhi.

32, Chimanlal Mehta and Company, Bombay.
33. Gauhati Ecunomie Association. Gauhati.
34. J. N. Singh & Co. (P) Ltd,, Patna.

{b) Universities which submitted Memoranda to the Commission.

d

+

1. Visva-Bharati University, Santiniketan.
. Lucknow University, Lucknow.

[FLR -]

- 8ri Venkateswara University, Tirupati.

. Osmania University, Hyderabad.

. Patna University, Patna.

. Madras University, Madras.

. University of Jedhpur, Jodhpur.

. Sardar Vallabhui Vidyapeeth, Vallabh Vidyanagar.
. Gujarat University, Ahmedabad.

o oo =1 & W e

—
=

- University of Jubalpur, Jabalpur.

. University of Gurakhpur, Gorakhpur.

p—
2]

. Joint Board of Vice-Chancellors of the Universities of the
State of Maharushtra, Bombay.

(c) Individuals who sub:mitted Memoranda to the Commission.

1. Shri Vavilala Gopalgrishnaiah, M.L.A., Sattenapalli (A.P.).
2. bIrs. Ursula Hicks, Nuflield College, Oxford, England.

—r
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3. Shri B. P. N. Registani Bikaner.

4. Shri G. N. Sahi, New Delhi.

5. Shri Chhabildas Mehta, M.L.A., Mahura {Gujarat).
6. Shri Ramjibhai R. Chaudhri, M.L-A,, Ahmedabad.
7. Prof. Gyan Chand, Delhi.

8. Shri P. IL. Panchmulkhi, Bombay.

g. Dr. K. V. 5. Sastri, Waltair.

10. Dr. P. 8. Muhar, Kurukshetra.

11. Shri Monaranjan Sinharay, Santiniketan.

12, Dr. Kedarnath Prasad, Patna.

13. Shri A. R. Desai, Surat.



Individuals and organisations whose representaiives appeared before
the Commission and gave oral evidence i1

(vide para 7 of the Report) E, |

APPENDIX VI | \

1. All India Council of Mayors, Bombay. F.

. Gujarat Vepari Mahamandal (Gujarat Chamber of Com-
merce), Ahmedabad, '

. Burmah Shell, ESSQ, Caltex, B.0O.C. and I.O.C.
. Federation of Paper Traders' Association, Bombay.

be

. Bombay Paper Traders’ Assocjation, Bombay.

. All-India Iron & Steel Merchants' Federation, New Delhi.

. The United Planters’ Association of Southern India, Coonoor.
. Bharat Chamber of Commerce, Calcutta.

Dr. K. V. S. Sastri, Andhra University.

10. Shri V. Gopalakrishnaiya, M.L.A., Sattenapalli, Andhra
Pradesh.

APPENDIX VI
STATISTICAL TABLES
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11. Institute of Chartered Accountants of India, New Delhi
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! TABLE 11 Area and population of States and density
'j‘ (1961 Census)
APPENDIX vII k Ares Population Demsit .
Suristical Tables 1 s States 50;241 ypcr
' )jo In In Sq. Percent- In Percent- per
“Tanix No. Sumjecr . ) Sq. Miles  Km. ’genw thousandls aE!cl 0 5q Saq.
! a i r
1. Area and population of States and density, ) States Sz)m':;l_ Mile Kra.
2. Rural and Urban population, . nres pdgn
3. Populaticn of Scheduled Castes and Scheduled Tribes, )
4. Workers in ditlerent States and their rercentage to population, i 4 5 6 7 8 2
5. Agriculture, Irrigation and Forests, {“ ! 2 2
6. Indusiry and Mining.
7. Ele.cuicily—hlstallcd .capaciryf and generation, I [}’r:'ig&r::h 106,286 275,281 8.84 15,983 £-34 239 I3r
g, Railway Route lengih in India by Staies, Zones and Gauges, " 11.8 275 252 97
9 Railway earnings from passenger traffic. 3. Assam . 47,091 121,966 392 =73
to.  Road mileuge in States : taal and in relation to area and population, 3. Bihar . 67,196 174,038 559 46,456 10-76 691 267
iI. Motor velicles in States, ' . 286 110
12. Educeation in States. 4 Gujarat * 72,245 187,115 6ot 20623 o7
13. Medical services in proportion to population, s, Jommu and (1 (1)
cal - Jammu . 1 o8 --
14. Distribudon of State Government Employees by pay ranges. Kashmir 86,023 223,800 713 356 ?
15, Budgetary position of Government of India, 6. Kerals . 15,002 48,855 1-25 [16,8¢4  3-92 1127 433
16, Revenue of Government of India under principal hesds.
17, Stale-wise coblcction of Inceme-tzx, _ 7 L{Efﬂﬁ L1217 443452 14-24 32,372 7'%0 189 73
18. Revenue ficm Union Excise Dulties (ccmmedity-wise), ‘ &8 7-80 69 258
19.  Resources wansferred frem Cente to Siates, 8. Madras . 50,331 130,357 L4390 133,687
20.  Revenue rcceipts of States, 9. Muharashira 118,917 307,477 9-88 130,554 $-16 333 129
21. Receipts ficm selecied Stare Taxes., . B 123
; 618 23,587 546 EY
22, Receipts froun selected items of non-ax revenue in States, 4 10. Mysore . 74,210 192,204 35 2
23.  Revenue expenditure in States. lngs 6,366 16,488 053 3ty oc9 58 z
- 11, Naogaland 33
24. Iixpcndlltum urder selected non-develepment heeds, 2. Orissa 60,064 155,835 5-01 17,549 4:07 292 113
25. Lxpenditure ur.der selected devele pmontal heads, 12. e * 0 166
26. Outstanding debt of S:ates. 13. Punjob . 47,205 122,261 393 20,307 470 5
27. Ouut.mdil_iu loans ard advances by State Governments. 14. Rajesthen . 132,152 342,273 1100 20,156 467 153 59
28, Arrears of lutad 1evenue, sales 19X revenue and 8!l Tevenues in States. ’ 6 17-08 649 251
2y, General Salvs tax ruies in States on commicdities sutject to Cential Lxcise, “ 15. Uttar Pradesh 115,654 294,364 9°46 73,74 7
30, Grewth of Univn Ixcise and $ales Tax Revenue. S 16, West Bengal 33,820 [B7,617 282 34,926 8-cy 132 399
31 Sales Tax Revenue as preportion of tax revenues of the States,
32. Expenditure on nuunal calumities in States. All Stares . 1,201,688 3,112,373 16000 431,663 100°co  383(2) 148(2)
[ Unieny " crriur- — 22
Note: The tellewitg symbols Tave beon used thtovgkeut in the tablee, ics . 60,569 156,916 - 7>410 ! 47
Not available, . Soturce 1 Census of India, 1961,
— Nil or negligible, No7es : (1) Area of Jammu and Kashmir has not been reported in 1961 Census ;5 tha
RE | Revised Estimates. )

¥ > Sury ien » dia
: piVe presents latest estimate of the Surveyor Genual (ST £ 47
Egl::l:: ;;;:IM;R%?L];” reloting to total area of the State wde Staus;xcéﬂ
Abstruct of the Indion Union 1963-64 (I'uge 1), Population data exclude
' poputation of territory under military occupation of Pakistan,
164

(2) Excluding Tammu and Kashmir,

BE  Budget_Estimates,

el
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TanLE 2 : Rural and Urban populasion
{1961 Census)
Total Rural Urban Percentage Urban
B. No. States Popula- Popula-  Popula- dism‘bu.-a popuint.ion
Lon tion ton. ( tion of as
(o00) (000) (000) ; ;%% urban tage
population of
Sttc’s
population
x a 3 4 5 6 7
1. Andhra Pradesh 35,983 29,709 6,274 3-24 1745
2. Assam . . 11,873 10,960 913 120 7-69
3. Bihar 45,456 42,542 3,914 514 i a
4. Gujarat . . 20,633 15,317 $:316 6-98 25-76
5. Jammu and Kashmir . 3,561 1,068 $93 o-78 16-66
6. Kerala . 16,904 14,350 1,554 338 15-11
7. Madhya Pradesh 32,372 27,748 4,627 6-08 14-29
8. Madras 33,687 24,696 8,991 1181 25-89
9. Maharashua 39,554 28,391 11,163 1466 2822
10, Mysore 23,587 18,320 5,267 6-92 22-33
11. Nagaland ! 369 350 19 0-02 519
12. Orissa 17,549 16,439 1,110 1-46 6-33
13. Punjab . R 20,307 16,218 4,089 5-37 20-13
14. Rajasthan 20,155 16,874 3,281 431 16-28
15. Uttar Pradesh 73,746 64,267 9:479 12-45 12-3§
16. West Bengal 34,926 26,388 8,541 1123 2448
All States 431,663 355,532 76,131 10000 17-64
. Source ; Census of Indis, 1961,
Notes: Urban populstion relates to pervons living in cities and towns having—

(a) density not lcss than 1000 per sq. mile (391 per sq. km.) ;
(b) population not Jess than 5000 ;

{c) three fouq.ﬁ.:l of the occupations of working population outside agrie

culture ;

{d) some pronounced urban charmacteristics.

—
.7
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TasLe 3 : Population of Scheduled Castes and Schedyled Tribes
(196% Census)
Scheduled Scheduled  Total (Scheduled Per-
$. No. States Castes Tribes Castes & Tribes) = Ctlg\le-
a;
Popula- Percent- Popula- Percent- Popula- Percent- distri-
tion rage of tion age of tion age of bution
(000) Stare’s !(o00)  Sute’s (o00) State's of
popula- popula- popula- total
tion tion tion Scheduled
Casten
a
Tribes
popula-
tion
1 2 s 4 L1 6 7 s ’
1. Andhra Pradesh . 4,974 13-8 1,324 F 3°7 6,298 17°9 6 80
2. Assam . . 733 6-2 2,068 17-4 2,801 236 302
3. Bihar . . . 6,537 I4'L 4,205 90 10,743 23°1 11-60
4. Gujarat 1,367 66 2,754 134 4120 20°0 445
5. Jammu and Kashmir 268 75 - - 268 " '7's 029
6, Kerala, . . 1,422 84 208 -2 1,630 9-6 x-76
7. Madhya Pradesh 4253 13°1 6,678 20-6 10,03 33:3 11-80
8., Madras. . 6,073 18-0 253 08 6,326 18-8 6:83
9. Maharashtra . 2,227 56 13,397 61 4624 1r-7 4°99
10. Mysore . . 3117 13-2 192 o8 3,309 14'0 3-57
IIL. '.Nagaland . —— — 344 93'I 344 93°1 0-37
13, Orissa . . . 2,764 15°7 4,224 241 6,988 98 754
13. Punjab 4139 204 14  ©O1 415 | 205 448
14. Rajasthan 3,360 16-7 2,309 15 5,669 28 6-12
15. Uttar Pradesh 15417 209 — — 15417 209 1664
16. West Bengal 6,951 19'9 2,064 £9 G018 a25-8 974
All Steies . 63,601 147 29,035 67 92,636  2I°4 100°00
Source : Census of India, 1961
Notis: Scheduled Castes. : Such castes, races or tribes or parts of or groups within

such castes, races or tribes as are deemed under Article 341 of the Consti-
turion to be scheduled castes.

Schedwled Tribes : Such tribes or tribal communities or part of or groups
within such tribes or tribal communitics as are decmed under Article 342 of
the Constitution to be Scheduled Tribes.
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‘TABLE 6 : Indusiry and Mining

——

Value added by Average Per Value of
Manufacture daily Capita  mincral
5. No. States {Census Sccror) 1961 employ- annual produc-
ment in  earnings tion
Per Per factorics of fac- per capit
Capita Worker per 1oco tory of popu-
(popula-  (Rs.) population workers lation
lation) 1962 (P) 1963 (P)
(Rs) (Rs.) (Rs.)
2 3 4 L] 6 7
1. Andhra Pradesh . . 7-68 1947 64 1077 3-13
2. Assam . . 22:97 4455 67 1054 z2-07
3. Bihar . : . 1446 3823 4-3 - 1385 1714
4. Gujarat . R . 48-82 3253 177 1666 351
5. Jammu and Kashmir . 2-89 132% .. .e (a)o-03
6. Kerala . . . . 14°11 1707 10-1 1124 020
7. Madhya Predesh . . 8- 80 2791 52 (bra2s2 7°43
8. Miudras . . . 23°93 3547 16-0 1488 147
9. Maharashtra 67-3% 4100 209 1696 1-48
10, Mysaore | , 1447 2943 7°9 1210 3-18
11, Nagaland . . . .. .. .. .e .e
12. Orissa . . . . 6-87 4921 26 1309 690
13. Punjab . . P 11°93 3200 6-9 1193 0-10
14. Rajasthan B . . 5-22 2409 3-1 1310 1-84
15. Uttar Pradesh . . B-44 2468 47 1277 0-0%
16. West Bengal . 58-24 2994 22-1 1325 12:30
All States 2247 3227 92 .- 4:70

(P} Provisional,
{a) Excludes Coal and Lignite.

(6) Relates to 1961.

Industries (1962).
Col, (5) : Indian Labour Journal,
Coel. (6) : Indizn Labour Year Bock,

Col. (7) : Statistical Summary of
Mineral Production (December* 63)

Notes : Cols. (3) and (4) : Value added by manufacture : “represents that part of the
value of products which is created in the factory, i.e., Gross Ex-factory value
minus (Value of raw material + fuels consumed 4 services purchased
+ depreciation), Figures refer to the census sector of the Annual Survey
of Industrics conducted by the Central Statistical Orggnization.

Col (5) : Data relates to the employment in  factories as defined in Scc.
2(m) of Factorics Act, 1948.

Col. (6) : Data relates to all employecs drawing below Rs. 200 pm. ;
excludes workers employed in Railway Workshops and in the
industrial groups of seasonal nature.

Col, (7): Total value of minera! production includes estimated value of

miner minerals, but excludes value of petrolcumn and minerals
pres cribed under the Amomic Energy Act, 1948,

Sources : Cols. 3 and 4. Annual Survey of

o g ——
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TABLE 7! Electricity—Installed

1711
capacity and generation (1961-62)

Installed capacity Electricity

§. No... States per 1000 population generated per
capita of popula-
b tion (Kw.H)
I 3 3 4
‘ . 29. 91
1. Andhra Pradcsh . . . . 7 éﬁ; 2
As e . 2213 3-63
Bihar . . e . 7577 32- S?
" Gujarat . 17°028 6571
4 U B . .
Jammu aod Kashmie . . . 6 154 2021
5. .
6, Kemla . £ 833 £0°74
. . . . . "20'92
7. Madhya Pradesh - . . . 8-304
8. Madras . . . . 16+ 481 7478
g. Maharashtra . . . . . 19" 344 $I-33
Mysore . . . B 454 46°39
10. ¥8 . . .
11. Nagaland . . . . . ..
' Orissa’ . . 7-766 3387
12. On
13. Punjab - . . 33" 140 90°'98
- a T-m
14. Rajasthan B . . . . 3542 e
. 6 4
15. Uuar Pradesh 6-767 e
. 6 .
16. West Bengal . . . - . 2135
+78 44' 60
All States . . . 11787

Source Public Electricity

Supply All-India Statistica 1p61-62 (CWPC).
te to public utility electricity supply under=

Notes : (1) Installed Capacity : Figméor::: Jocal authoritics or companies.

takings whether owned by

(2) Flecricity generated
supply unde

utilities. However, power p

ing State as
undez the pm:h;emcr:!s the selling Statc.

generation fig

Figures relate to’ gencration by pu

blic utility electricity

i i i blic supply from no_n-pubhc
rtakings incluting pumhse?is e?':&::l iljl:;i()'il'l‘lltlg‘:' pgt.atc is not included

this is wecounted for in the corrcsponding
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TasLx 8 : Ruilway Route lengdh in India by States and Zonas (as on 31-3-1963)

(Kilometres }
S. No. States and Railway Zones Broad Metre  Narrow  Total
Gauge Gauge  Gauge
1 2 3 4 3 6

t. Andhra Pradesh ;

Central 837 540 — 1377

Southern . . 1616 1179 —_ 2786

South-Eastern . . 384 —_ 37 421
2. Assam ;

North-East Fronticr . —_ 1916 — 1916

. DBihar:

Eastern . . . . 2075 _— — 2

NDrth~F:achrn Lo . 13 1693 — z?ﬁ

North-East Frontier . 4 261 —_ 314

South-Eastern 787 —_— 68 Bss

Non-Goverament —_ — 21§ 214
4 Gujarat :

Northern —

. . . 59 -

Western . . 903 3268 L1356 53;7?
9. Jammu and Kashmir . . _— —_ -_ —
6. Kerala :

Southern . 554 313 -— 887
7. Madhya Praduh

Central . . . . 178 0 06

South-LEastern . . 1:438 7—- 4644 12';25?2I

Western . 704 438 67 1159
8. Maharasiura .

Central . . 211 6 671

Soutiwrn . . —, ?,ro ?— 3?‘.’:

South-Eastern 245 - 452 697

Western . 351 - — st
9. Aladras :

Southern 162 71} - 3573
0. Alysore: :

Central . . 307 —_— —_

Southera . . 151 2040 154 2333}
11, Nagaland :

South-East Frontier . —_ 6 —_ [

o TR
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TaBLE 8 : Railway Route length in India by States and Zones (as on 31-3-1963)Zconid
(Kilometres)

3. No. States and Railway Zones Broad Metre Narrow Total
Gauge Gauge Gauge
1 2 3 4 5
12. Orissa
South-Bastern .. 1281 67 * - 1443
13. Punjab :
Central . . . . 72 —_ — 72
Northern . . . . 2637 723 216 31586
Western . . . . . —_— 99 —_ 09
14. Rajasthan :
Central . . . . . 35 —_— 87 122
Northern . . . . 6 2489 —— 2495
Western . . . . . 608 2067 — 26758
15. Uttar Pradesh :
Central . . . . . 960 —_ 2 962
Eastern . . . . 186 —_ — 1B6
Northern . . . . 4080 —_ — 4080
North-Eastern . . . — 3219 —_ 219
Western . . . . . 68 37 —_ 105
Non-Government . . . -_— ——n 144 144
16. West Bengal
Eastern . . f . . 1635 — 28 1683
North-East Frontier . . 124 576 84 784
South-Eastern . . . 632 _ 36 668
Non-Goverrunent . ' . — — 298 208

Source : Railway Board
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TABLE 9 : Ralway carrings from passengers carried on non-suburban routes during
1961-62 10 1963-64
(Rs. lakhs)

S.No, Railway Zoncs Broad Meure Narrow  Total |
Gauge Gauge Gauge
I 2 3 4 5 6
1. Central ¢ 7
1961-62 . -+ 2300 183 81 2564
1962-63 . . 2528 202 7 1807
1963-64 . . 2881 230 82 3163
ToTAL 7679 615 240 8534
2. Eastem j§
1961-62 . 1446 —_ I 1447
1562-63 . 1665 — ¢ 1666
1963-64 . . 1768 —_ 1 1766
TotaL 4876 _— 3 4879
3. Northern :
1961-62 2243 363 21 2627
1962-63 . . 2569 108 24 3001
1963-43 . . 2797 I 26 3264
TOTAL 7609 1212 71 8892
4- Nor:h-Ea.sr.;ms
1961-62 . . —_— 1020 —_ 1020
1962-63 . . —_— 1162 a—— 1162
196364 . . —_— 1321 —_— 1321
TOTAL —_ 3503 —_ 3503
5. North-East Frontier ;
1961-62 . . 3 487 2 492
1962-63 . . 9 630 T2 641
1963-64 . . 7 733 2 742
ToTAL 19 1850 6 1875
6. Sowthern :
1961-62 . 1122 1329 6 2457
1962-63 . . 1214 1359 6 2579
1963-64 . . 1376 1393 6 2775
TOTAL 3712 4081 ¢} 7811
7. South-Easiern :
1961-62 . . 965 _— 49 1014
1962-63 . . 1122 —_— 54 1175
1963-64 . . 1253 — 61 1314
ToTaL 3340 - 164 3504

175

TABLR 9 : Railway sarnings from passengsr carried on pon-suburban routes during

196 1-62 o 1963~64~—contd,
I 2 3 4 5
i
8, Western:
1961-62 . . 1125 953 714 2152
1962-63 . . . 1270 1069 8o 2419
1963-64 - . 1361 1097 89 2547
ToTAL . 3756 3119 243 7118
9, Toetal:
1961-62 . . . 9204 43135 234 13773
1962-63 . . . 10377 4830 244 15451
1963-64 . . 11410 5215 267 16892
GRAND TOTAL . . 30991 14300 748 48116

-~ Sourcs : Statistical Supplement

to

Railway Board Reports,

1962-63 and 1963-64.
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TABLE 10 : Road Mileage in various States, ¢ ; y ) {
, fotal and tn relat ! ; H. 177
(as on 31-3-1961) on fo ar.ea and population .
{Miles) ‘TABLE X1 ! Nunber of motor velicles® in States as on 31-3-1661
) Per 100 Per lakh '\3‘
Road Mileage Sq. miles population i Sl. States Total Per 100 Per lakh DPer 100
SL. States area t No. numbr  &q. miles of miles of
T - + 13 . i
No. Surfaced Un-sur- Tol  Sure Une Sum 0o \ veh?cties of area § population roads
faced faced surfac- faced surfac- i€
ed ed l
! - i 1 2 3 4 5 6
2 H
3 4 5 6 7 8 9 5
By }
. o E 3 1. Andhra Pradesh . 35,441 a3 99 105
» Andbra Pradesh 16,370 17,266 33,636 16 16 45 43 1 2. Assam 28,377 6o 239 156
2. As . LY
5 sam L,740 16,403 18,143 4 35 15 138 ] 3. Bihar . 26,244 39 56 52
. Bihar
3 i 8,262 42,085 50,347 12 63 18 5a 4. Gujarat 44,423 62 21§ 292
4. Gujarat 7,410 7,805 15,215 10 11 36 38 5. Jammu & Kashmir 4,766 6 132 73
5. Jammu & Kaghmir - 1,275 5,263 6,538 2 p 3 s 6. Kerala . . 21,225 141 126 175
6. Kerala . 5003 7,136 12,139 34 48 30 42 ; 7. Madhya Pradesh 39,685 3 123 134
7. Madbya Pradesh 14,958 14.560 29,518 o 8 46 45 8. Madras 55,356 110 165 187
8. Madras . 17,426 12,115 29,541 35 24 %2 36 9. Maharashtra 107,035 9 271 387
. 10. Mysore 35,354 53 167 10x
9. Maharashua ,
N shira 15,200 16,525 31,7258 14 13 38 42 11. Nagaland .. .. . .-
10, ysSQre .
N 16,616 22,306 38,922 22 30 g1 g5 12, Orissa . 11,667 19 66 6o
+ a
2. O _B 13. Punjab 22,784 48 112 12K
. Orissa .
5,077 14,369 19,446 8 24 29 81 14. Rajasthan 33,195 25 165 130
I13. Punjab . 6,428 12,441 18,369 14 26 32 61 15. U.P. . . . 49,671 44 67 g8x
14. Rajasthan 8,263 17,351 25,614 6 13 A 86 16, West Bengal 115,086 335 329 286
15. UP. 12,919 48,521 61,440 i 4 17 66 Union Territories 40,902 675 552 443
16. W:s[B:ngal . 8‘491 35,816 0,10
. t ¥ 40,307 25 94 24 9I ToTAL 675,221 53 I55 153
Union Territories 1,075 8,151 9,226 4 13 16 134 ]
. J Source ; Basic Road Statiatics
All India 146,513 294,113 440,626 12 24 31 63 oFf Lﬁ; Twelfth (1961}
K . : i .- *Includes motor cycles, auto-rickshaws, jeeps, private motor cars, motor cabs, other
Sotirce: 13;511:‘:([1};):’1[(‘:1 Sctl:i"t;xsucs publiz sarvie: valiclss, goods vehicles and T‘:‘liscc'll:,mcnus yehicles sucl': as municipal water
) Supplemc:t' th (1661) Carriets, gl voielss, tire-fizting vehicles, ete _l"is;urcs rclate (o motor ,rehicles taxed
1 Mile=1-609 Km. and tax-exempted during the last quarter of the financial year.
1
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TARLE 12 : Education in States

Srudcnlis Expendi- Expendi- Enrol- Literacy
on m6 ture per  ture per ment in: ratec 196K
oL States 1961-62 student  capita school: Census
3L (cco)  (Revenue population] Classes I  {No. of
Account) (Revenue to V as 9, literate
1961-62  Account) of age persons tor
1962-63 group 6-11 1000
Rs.) (Rs.) 1961-62 population)
R .
2 3 4 5 6 7
1. Andbra Pradesh . . 42,35 50°3 598 7a-5 212
2.
gssam . . . 16,72 46-6 719 76-6 274
3. th.-ar- . . . 47,89 315 3-22 57-¢ 184
4. ujarat 32,46 400 6-39 82-2 105
2. Jammu & Kashmir 3,64 637 765 464 110
. Kenla . . . 35,34 524 10+ B8 989 468
7. Madhya Pradesh. . 28,54 63-7 6-16 522 171
8. Madr . .
8 as. ) oot '4-9:33 47-5 7°53 87:3 314
9. Mabarashira . . 69,52 i5-2 550 791 268 °
10. Mysore . .. 28,94(0) 43-2(a) 687 700 254
1. Ogissa. . . - 17,75 KLY 4:27 64-4 217
1z. Punjab. . *. . 27,32 46+4 6-75 711 242
13. Rajasthan . . . 17,81 65-0 617 45°8 15
2
14. UuerPradesh . . 66,12 36-0 3-39 56-4 176
15. West Bengal 43,83 7
48-5 6-48
721 293
All States 527,55 44-4 5-66 67-4 23
9
Source : Education in States
1961-62.
(a) Relates to 1960-61 only. Data for 1961-62 not available, e

ey,

16, West Bengal
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TasLg 13 ¢ Medical Services, 1963 (P)
(Numbers)
Hospitals Dispensa- Beds Doctors  Nurses
rics
1 2 3 4 5 6
1. Andhra Pradesh . 360 567 20,296 2,913 3,710
- 2, Assam - . . 61 669 © 4,316 (a) 1,217
3. Dihar . (=) 12,38(b) 10,161 7,469 1,851
4. Gujarat . 118 1,185 11,952 4,035 1,263
5. Jammu & Kashmir . 16 136 2,250 206 213
6. Kerada 94 211 14,413 2,612 886}
7. Madhya Pradesh. . 157 419 19,308 557 1,817
g. Madras . . . 326{c) 610(c) 24,756(c) 13,019 10,557
9. Maharashtra . 405 175 22,558 12,723 14,155
10. Mysore . . . 195 783 17,717 15530 1,375
11. Nagaland - .. . ‘e
12. QOrissa . 171 255 6,108 1,848 629
13. Punjab . . . 173 467 14,139 6,914 3,959
14. Rajasthan . . 323 344 11,831 1,142 614
15. Uttar Pradesh . . so4(d) 107-.-'(d) 25,803(d) 9,221 2,143
. 862 568 30,236 22,436 6,154

(P) Provisional

Source: Central Bureau of Health Intclligence.

(2) Not avaialbic ; (b) Including hospitals,

{c) Relates to the year 1962;

(d) Relates to the year 1961,
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TaBLEIT§: Distripution of State Government Employees by Pay Ranges
Pay ranges Assam Bihar Gujarat  Kerala
®s) FEC L TINT:
5 31-3-62 31-3-61
Bilow 51 . 35948 96207 55129 66540
SI—I017. . 20010 31223 38128 59487
101—141 —_ 7822 10437 15298
I§1—201 9849 3163 3366 4648
20I1—251 — 1776 1709 1727
251—1301 . Bos 1161 1062 1073
371—351 —_ 877 644 SI4
35I—s501 . . . . 1022 734 665 828
i SoI—7s1 - 597 332 642
751—1001 357 236 148 1
I00I—1501 65 138 97 L
1501—2001 11 20 34
2001=—2501 —_ 1 &
2501-—3001 w0 i6 } Y
30601 and over . — 17 3
ToTAL 68167 143995 111776 151280
No. of persons for which pamculars are not
avajlabje, —_ —_ — —
TaTAL 63167 143995 111776 151280

e
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TauLe 14 : Distribution of Stawe Government Employees by Pay Ranges—contd .

Pay ranges Madhya Maha- Uttar Rajasthan
{Rs.) Yradesh rashira P'radesh
As on As on As on As on

31-3-1963 1-6-1960 31-3-61 30-6-61

Below s1 . . . . . 41830 107035  2,33,281 84001

§1—IOX . . . . . 161556 65789 92,568 46342

I0T—151 f . . . . 54114 16884 31,478 15497
151—201 . . . . . 14474 6028 11,386 4145
201—251 . . - . . 3231 5,795 \
251-—301 . . . . . 9070 } 1876 2:670 5174 J
30I—381I . . . . . 1039 1,832 957
351—=501 . . . . 4034 } 3,067 928
501—751 . . . B . 841 650 1,306 726(1)
751—1001 . . . ‘ 285 277 586 202(2
1001—15§01 . . . . . ' 165 234 133
1501-—2001 . . . . . 67 56 26
20012501 . . . . . 10 32 462
2501—3001 . . . . 5 =6
3001 and nbovc . . . . — 16

TorarL . . 286471 204485  3,84,461 158167

No. of persons for whxch pnmculars are not
available . . . . 24463 —_ —_ -—

TOTAL . . 310934 204485  3,B4,461 158167

Nortg: Upper limit of pay ranges do not belong to the group,
(1) Belongs to pay range Rs. §01—700.
(z) Belongs to pay range Rs, 700—1001.
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TABLE 15 @ Budgetary position of Government of India
{Rupees in crores)
Serial Period Revenue Account Capital Account ‘ Overall
No. —— - surphas
Revenue Expendi- Surplus Receipts Disburse- Surplus Miscellan- (+)
{a) ture () (d) ments (+) €ous or
© deficit deficit (Net) (g} deficit
— —) —)
1 z 3 4 s 6 7 3 9 1o
1. TotAL First Plan period :
1950-51 10 1955-56 (Actuals) . . . 2232 1983 +249 1054 1698 —b44 —8 —q403
2. Total Second Plan period : :
1956-57 to I960-61 (Actuals) . . . 3563 3343 +220 3(036 4(2;): —1156 18 —918
€
3. Third Plan period : —
1961-62 (Actuals) . . . . . 1037 912 + 125 957 1172 —=214 —125 —1n5 &
1962-63 EAcma]s) . . . . . 1428 1314 4113 1204 1454 —250 —19 —156
1963-64 (Acruals) - . . . . 1846 1659 4188 1381 1760 —379 +25 —167
1664-65 (R.E) . . . .. 2079 1850 +229 1791 2080 — 1289 —20 —8o
1965-66 (B.E.). . . . . .- 2183() 1952 + 230 1929 2100 —172 —5 +4
Total Third Plan pedod . . . . 8572 7687 4885 ‘7262 8566 1304 —s —s14
] Source ; Reserve Bapk of India Bulletin March 1965,

Notes on compilation —Accounts are provisional. Budget Estimates for 1965-66 relate to those presented to the Lok Sabha,
Excluding States’ share of Excise dudes and other taxes.
(&) Including the effect of budget Prﬁposals. . ) . ) .
Excluding the payment of States’ ghare of excise duties and additional excise dudes.
{d) Excluding Treasury bill receipts, . . .
Excludes the conversion of ad-hoc Treasury bills of Rs. 300 crores into 4 per cent loan, 1973 which was taken over by the Reserve Bank in

@ Tuly, 1958 and is not inrended to be placed on the market, but includes sale of Treasury Bills of Rs. 25- 5 crores through public auction.
Excludes an amount of Rs. 17-9 crores representing ad-hocs issued to the Reserve Bank for purchase of gold for part payment of India’s

increased subscription to the LM.F, . j
- () Includes remittances, transfer of cash between England and India and Reserve Bank Deposits,



TanLe 162 Reveme Reccipts of Government of India under principal head,

(Rs, crore)

Total Total 196T-62 1
! . 962-63  10R3-84 fa-
Tiirst Second Act . - - 1954-65 1965-66  Total
Plan piond (Actuals) (Actual) (Actuals)  (R.E. (B.E)  Third
Period Period PPlrm
M eriod
l — - — e — ———— —
—_— e ? ? 4 § 6 7 8 o
Taxes on Income and Expenditure{r +2+43) : 58695 810+ 60 22584 3”.39— i 41402 ;g( . -
98 Syp22 86-
Z:l;cssgrtxcngcg;\rceothcr than Corporation Tax 664° 07 Bo3- 68 16539 18506 258450 63 195645
‘ . . . - 27824 37467 93°8¢ $5°27  119'29 :223'7?? 1229;1;3; :51;;5: '?5
1. Net Receipt . !
2 rpomtio?'lsTnx gsg_a-:’ 42901 7154 90°69  130-31  144-23 — 616
3.  Expenditure Tax oriz 372:;3 152'32 221, 50 274°59 34200 371-63 1326'1811; —
- . 020 012 075 1 . co
" Ta:itgf)l Property and Capital Transactions (1424 3 33 3 4(1 w
. . . . . . . I3 6g $8-44 T4 21 613 1702 19-23 21-95 25- 50
Estate Duty '
P ’ 2:62 1312 4°21 . )
. 17 25-93
I. Net Rec
2, T:* OI:;:C::EISLh_ 0-19 226 033 006 045 0-22 023 1-2
3. Gift Tax . tT 3697 826 9-54 10°20 11-05 13- 50 2. 9
4. Stamps and Registratio : 268 1-01 097 1-12 1 - 3235
s. Land Rl:\'cnucg n . B-10 15-92 405 5-00 494 3'680 310 9-30
: ’ : . 540 261 056 058 031 %-18 4:;.9241 1238.2[
4 .. . . .
I. Taxes on Commodities and Services (1424344 . 137293 212569 632- 32 73244 94329 104779 111658
' : 4472 40
1. Customs , . .
U T s ST BITes amaas 24596 33474 385000 419°50  1597-45
nion Excise Dutics. .
; e Ty e 517-26  1§53-90  48g-31 28 ) .
L e el B Dot 3 ®E @B wn wms nn ey s
—_ - 6406 28123 8065 12491  135gg 127-34 ﬁsoég (zég‘i-lg
. T Tres s _
—— . P * - i . _._ . —a
- e i 2 3 4 - s 6 7 8 9
2. Net Reczipis . . . 453-20  1272°76 408-66 473-92 $93' 59 645-71 678-34 2803722
3. Tax on Ruilway Passenger Fares (Net of States’ ¢ _
share) . . . . . . . 2 4 e .. RE .. .. .
4. Other Taxes and Dutics 4-02 32:82 11-41 12-56 14-96 17-08 18-72 7473
IV. Total Tax Revenue (F4IT 411D 1973-57  2994°73 875-37  1060-98 137433 IS54'00 I68z-76 6547 44
V. Administrative Receipts . §9-58 226-0% 5392 63 44 4813 §0° 54 4375 25978
VI. Net Contribution of Public Undertakings (1 42 +3+4) Ir§-o06 210°93 85-69 5607 7023 68-70 79-20 33991
1. Raihwavs . . . . . 1347 28-81 2066 20-37 2482 24451 27-16_ 117852
2. Posts and Telegraph 13°77 22°04 0-77 077 1-22 141 1-84 6-o1
3. Currency and Mint H
(Profits of the Reserve Bank of India) | 66-31 f155-86 42-7§ 3221 40- 68 36-75 45-29 19768 &®
(65:84) (160°00) {42-50) (43°50) (40°00) (40-00} (48-00)  (214'00)
4. Others (a) . . 1°51 023 151 272 3-53 - 603 49 18-70
VII. Other Revenue () 7424 I3r-16 4181 247-04 35343 40596 376-98 r4z4-22
2232:45  3562-87 ro3b-79  I437-83 1846-14 2079-20 218269 857235

VI, Total Revenue (IV4V +VIL VI

Source : Reserve Bank of India Bulletin, March 1965

Notes on comprlation—(1) ~ The figures of total revenue and expenditure as given in the table differ from those in the Budget papers as receipts
rom forests, opium and currency and mint are shown on a net basis and States’ share of Union excise duties and

fi
additional duties of excise are excluded. Owing 1o changes in the accounting classification, the figures from 1962-63
onwards, particul.irly in respect of items VII, X, XIT and XVI are not comparable with those for earlier vears.  Bud-

get estimates for 1965-66 relate to those presented to the Lok Sabka. - .
From 1957-58, figures under revenue and expenditure include self-balancing items in respect of grants under P.L.,

(2 g
480 and Steel Equaliation Funds ; for 1962-63 and 1963-64 figures also include  Emergency Risks (Geods and Fac-
tories) Insurance Funds. L.

(1) Iocludivg forests, opium, irrigation, electricity, road and water transport scehomes and from 1962-63, dividends

due [rom Commercial and other underoakings. .
(b} Includes recoveries of interest from State Governments and Commercial departments, adjusted as reductions of

interest charges till 1961-62,
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TaBLE 18 : Revenue from Union Excise Duties
(Rs. lakhs)
1661-62* 1962-63* 1663-64"* 1964-65 1965-66
Commodities (A) A (7S] (RE) (BE)
Basic Basic Totalt Basic Tatalt Basic Tortalt Basic Totaly
1 2 3 4 5 6 7 8 9 10
Basic Duties :
1. Motor Spirit . . . 4551 $IIS $156 6188 6755 6680 7230 6800 7400
2. Kerosene . . . . . 1284 1655 1655 3574 3574 4080 4080 4500 4500
1. Sugar . . . . . . 4723 6018 6018 211 $211 s072 5072 %365 £365
4. Matches . . . . . 1848 2191 2191 2084 2084 2250 2250 2350 2350
g, SteelIngots . . . . 1551 461 461 20 20 25 2s 25 LI 3
: =3
6. Tyresand Tubes . . . . 1450 1685 1704 1992 2382 2100 2520 2200 2650
7. Tobacco . . . . . 5645 6389 6443 6033 8066 7160 8604 7359 8832
. Vegetable products . . . . 606 770 781 1234 1454 1100 1320 1296 1546
9. flee , . . . . . 192 182 183 176 207 200 240 200 240
10, Tea . . . . . . 1057 - 1020 1021 1416 1576 1315 1528 1450 1700
xx. Cotton Fabrics . . . B 4751 5837 4837 £736 5736 5483 5483 5850 s850
12. Artificial Silk fabrics . . . 291 111 112 154 180 145 164 160 181
13. Cement . . . . . 1832 2109 2138 2261 2662 2150 2580 2200 2640
14. Footwear . . . . . 174 213 213 243 243 245 2458 260 260
15. Soap . . . . . . 246 295 302 415 501 365 438 38 462
16. Woollen Fabrics . N R 135 192 193 176 210 130 155 160 190
.17. 'Electric Fans , . . . . 120 149 152 12§ 150 125 150 135§ 162
18. Electric Bulbs . . . - 88 128 129 154 169 15% 165 170 182
19. Electric Batteries . . . . 179 220 223 251 287 260 300 275 317
20. Paper ., . . . . . 1141 1318 1333 1597 1808 1600 1814 1674 1900

® Provisional. The accounts have not been finally clesed.

T Includes Special Excises.



TanLe 18 1 Revenue fram Union Exeise Duries—contd,

(Rs. lakhs)

® Provisional. The accounts have not been finally closed.

1 Includes Special Excise,

Commaditics 7.“."4“_195,_;;_- P e T — -
962-63* 1963-64° 6
(A) ; 1964-65 1965-66
(A) (A) (RLE) (BIY)
Basic Basic ; ; -
_— __fﬁ_ii__i o B _7433}_31_1 Ba_sic_ _—;Tctalf VBC'S'C Total} Basic Totalt
e 2 3 T T T T e
a T T T T T e e e e mvf N 7_?__7___77 6 777_ 8 9 i0
Basic Duties—contd. T T e
21, Paints and Varnishes 212 2 .
22.  Vegetable Non-essential Qil 37 =62 341 409 375 450 oC
23. Refined Diece} Olls and Vapsonsmg Oil .:;;g ;ggg 1254 I42 142 foo 100 ‘1‘00 18
o B 33¢ ¢ 4699 6152 6723 6930 7530 7550 fa00
25.  Furnace Qil 758 314 975 1528 1677 1250 1360 1300 e
26. Rayon and S\'nLhcuc fibrics ﬂnd ’arn 3 4 14 1056 1056 1250 1250 I 3420
¥ 5 958 971 1147 37s 1375
27. Motor Vehicles . . 1030 109 11 4 1516 1550 1850 1550
28. Aspha]l and Bitumen | . 252 2 3 2 1246 1486 1275 1623 1350 1350
29. Aluminjum . . ) ! 104 ;E 240 292 292 360 300 330 1715
30. Tin Plate . 3 161 1 g 169 216 257 240 288 2= 330 =
31.  Pigiron, . . ; 111 1396 192 199 211 165 152 150 330 &
32. Silk fabrics . . . 4 13 166 166 350 150 450 (198
33.  Cycles, parts thcrcof . . . 134 16? 164 5 & 6 8 p 45(83
34. Internal combustion engines 134 126 ! 72 172 200 200 22
35. Electric Motors . A . . 103 1z u% 170 186 200 220 225 325
36. Cinematograph films . . 70 734 Tz 161 1901 178 210 I8 24z
37. Soda Ash . N . ) 30 At 74 103 122 60 108 Tog 222
18, Caustic soda . A . . 41 T i 49 49 50 50 5 Tes
39. Glycerine . . 13 12 f' 65 65 72 72 K gs
40.  Synthetic Organic Dycstuﬂ' . . 215 202 202 12 12 Iz i2 12 °
41.  Patent and proprictary medicines . 419 506 g 176 193 230 230 250 phy
42. Cosmetics . . . . 121 132 32 562 562 50 650 700 750
43. Cottonyam . . . . . 498 b4 e 142 171 150 180 16 700
44. gloollcn vam . . 102 Iﬂg Igf Iogs 1267 2170 2365 2303 Z;gz
45. ass and glasswar 287 352
o E C . 201 271 272 288 352 isgg 332 gg!; ;g:
* Provisional. The= accoa1:s have not been finally closed. —_—
t Includes Special Excise. o
S e
— - L4 o r.---"”" o e i
- TARLE 18 : Revenuc from Union Excise Dutici—eontd.
— {Rs lakhs}
N _— e ———— . o
-g Commodities 1961-62* 1962-63° 1963-64* 1964-6% 19665-66
o (A) . (A) (RE) (BE)
H Basic Basic Total} Basic Totalt Basic  Totalt Basic  Totalt
L _ .
[ 1 2 3 4 5 6 7 B 9 10
Basic Duties—contd.
46. Chinaware . . . B4 110 111 124 133 130 130 140 140
47- Coppcr . . 17% 183 183 211 211 17§ 17§ 200 200
48, Zinc . 13 . 15 15 16 16 17 17 16 19
49. Refrigerators and Alrcondltlomng
Machinery . . . 86 146 149 128 177 180 240 210 28 -
50. Wircless Receiving sct.s . . . 124 11y 121 146 192 16% 220 17§ 233 o
$1. Plastic 111 155 157 206 248 400 480 425 s10 ¢
$2. Cellophane . . . 31 Y 39 50 59 45 45 50 50
53. All petroleum products NOS . . — 62 62 40 40 60 60 65 635
14. Nitric etc, acids . . . — Q0 90 108 108 95 95 110 11a
§s. Gases . . . . ., — 170 170 214 214 55 55 60 6o
§6.  Rubber Products ' . . 26 157 158 58 76 128 150 135 162
$7. Plywood e e e —_ o8 o8 116 116 110 110 13§ 11§
$8. Sodium Silicate . . . — — — s s 70 70 o )
19, Jute manufacture . . . . —_ 524 528 $93 650 600 660 620 632
60. Asbestos Cement Products . . — 89 89 130 130 145 14% 160 160
61. Ironand Steel Produes ., - 2439 2429 3813 3813 4050 4050 4500 4900
62, Flectrical Wires and Cables . - 257 257 59 359 475 475 518 523
63. Gramaphone and records . . - 10 20 13 23 9 9 10 10
64- SaltCess . e 84 By B4 87 87 87 By 91 91
65. Coal Cens . . . . . 998 1226 1226 1418 1415 1400 1400 1450 1450



TaeLE] 18:] Reverse frem Unicn Excite Dutics—concld.

Commodities 1561-62* 1¢62-63% 1¢63-64"* 1¢64-65 1¢65-66
(A) (A) (A) (RE) (BE)
Basic Basic Totalt Basic Towlt Basic Totelt Basic Totalt
I 3 3 4 s 6 7 8 9 10
Banxie Dyties—concid.
66. Cess on Copra . . 12 12 12 12 12 10 10 10 10
67. Cesson o:ls and oilseeds | . 30 28 28 3z _ 32 20 20 21 21
68. Cess on Iron Qre . — - - 9. 9 50 50 6o 60
69. Rubber Cess . -— — -— 92 92 110 110 116 116
70. Miscellaneous. . . Evd s 199 199 ERS) s 58 58 58 58
ToTAL GROSS REVENUE . . 45365 $5635 55948 63921 69402. 67615 73500 72368 48667
Deduct—Refunds and Drawbacks —330 ~—540 -—540 —755 -—755 --626 ~£26 —651 651
ToTAL—NET REVENUE . 45035 55095 55408 63166 68647 66989 72874 71717 78016
Addinonal Dustes :

Sugar . . . 1122 1503 1503 1490 1490 1450 1450 1560 1560

Textiles . . 1946 2034 2034 2078 2078 2133 2133 2253 2253
Tobacco . . 828 938 938 o 767 767 872 872 912 912

' a

TotaL GRoss REVENUR . . 3896 4475 4475 4355 4335 4455 4455 4725 4725
Deduct—Refunds etc. . .. w—24 —24 —24 —24 —24 -—24
ToTtaL NET REVENUE . 3896 4475 4475 4311 4311 4431 4431 4701 4701
Granp ToTAL—UnioN Excise DUTIES 48931 49570 50883 67477 72953 71420 T7305 76418 82717

* Provisional. The accounts have not been finally closed.

t Includes Special Excise.

Source :  Explanatory Memoranda on the Budgets of the
Central Government (1963-64 to 1965-66).

Ss= ekl

TaBLE 19 : Resources transferred from Centre 1o State (Rs. Crores)
——— 3
First Second Third Five Year Plan
§-year §-year —
Plan Plan 1961-62 1962-63 1963-64 1964-65 1965-66  Total
(Actuals)  (Actuals) (A) {A) (A) RE (BE)
1 2 3 4 5 6 7 L 9
I. Share of Divisible Taxes and Duties
1. Income Tax . . . 278 378 94 9% 119 124 123 855
2. Union Exnsc . .
(a) Bas . . 46 153 41 79 92 86 95 393
Slg) Addmonal Duties . . . —_ 128 40 46 44 4z 46 217
3. ax on Railway Passengcr Fare . . . — 43 -— -— -— — — —
4. Esate Duty . . e e 2 13 4 4 4 7 7. 76
ToeTar—I . . . 326 712 179 224 259 258 27;_ 1191
11. Grants met from Reventie
A. STATUTORY GRANTS:
1. Grants under Art. 273 of the Constitution . 14 13 —_— —_— — — -— -—
2. Grants under substantive provision of Art. 275(1) L
of the Coastirution , : 27 153 39 61 62 64 64 290
3. Grants under Proviso to Art. 275(1) of the Consti- - -~
tution . . . . . JI13 34 4 7 i 12 13 43
4. Grants under Art. 218 . . 49 —_— —_— —_ —_ — -— -
5. Grnants under Section 74 of the S.R. Act . . — 7 -_ -_— —_— —— —_— -_
103 207 43 68 65 76 77 333
B. OTHER GRANTS : . . . . 145 461 156 132 136 180 211 815
Torar—-II . . . . 248 668 199 200 205 256 288 1148
1II. Grants from Central Road Fund . . . . 16 19 2 3 4 4 5 17
IV. Grants met from Capital . . . . 24 59 16 19 22 29 $1 137
V. Loans . . . . . . . . 799 1411 453 524 624 691 693 2984
GrAND ToOTAL . . . . . 1413 2869 848 970 1114 1238 1308 5478
Source : PExplanatory Memorandum on the Budget of the

Central Government for 1965-66.
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TasLe 2¢ ¢ Revcniue Reeeipts of States.
(Rs.  lakhs)

State Non- Share Grants from the Centre

VTola]“

§. No. State Year taxes tax of —— revenucs
revenues  Central  Statutory  Non-Plan Plan Towl
taxes grants  pon-statutory grants grants
Brants
1 2 3 4 5”77 o -6“ o 7”' - § 9 ___lD ;1_
1. Andhra Pradesh . . . . 1g61—62 4210 2601 1632 510 24 698 1232 9675
1662—--03 5130 2065 1751 1061 v —— 651 1712 11288
1963—64 6487 2973 2034 1061 o2 979 2142 13636
1€£4]:—)65 6236 3435 1993 1061 25 1519 2605 14269
1965—66 6544 3686 2095 1061 25 2043 3129 15453
(B.E.) '
2, Assam . . . . . . Ig61—62 1503 3BE 481 524 465 345 1334 3706
1962—63 1531 593 729 .. . .. 1610 4463
1963—64 1761 680 850 674 318 673 1665 4956
1(9}%.;5)—65 212y 694 839 674 1272 8oy 2750 6412
1965-—66 2497 733 885 674 1442 847 2663 7078
(BE)
3. RBihar . . . . . Ig61—62 3478 1329 1588 562 346 946 1Bs54 8249
1962—63 426y 1608 2094 192+ 37 1141 1370 9337
1963—64 4656 1746 2338 192 11 1057 1260 10000
I&fﬁ)_ﬁs 4783 1857 2564 192 123 1344 1659 10863
:?gg-tm s0ay 2316 2684 192 29 1706 1927 11934
4. Gujarat . .. . 196162 2710 1359 1801 ) 277 353 699 6569
’ 1962—63 3447 22_593 1373 593 .~ 150 414 1167 B246
1963—64 3916 2488 1572 593 156 372 1121 9097
lggi‘?ﬁs 4174 2522 1533 593 287 580 1460 9689
1955 —66 4408 2757 1578 593 621 700 1914 10657
(BE)
N e A= canan = T L el
T T T T g ) 1o 11
1 2 3 4 3 ¢ 7 ’ —
e T a8 300 457 161 948 z207
. Jammua & Kashier, . . 196162 195 766 9 g_o.o 25- 133 768 2531
3 1962—63 386 1050 327 43" ¢ EEN
1963-—63 464 1014 355 200 461 158 19 3
1964—€5 319 1243 315 200 387 329 916 2197
RE ) .
1(96%))_6(, 340 1291 344 200 368 474 1042 017
(B Bv” 455 751 5293
. 1961—62 2313 1612 617 198 9 3
6. Kerala . . . . 1362—63 2498 1964 930 gjg ;g 1&;2 1121;?1 3222
— 2 . 202 109§
iggﬂf_gi‘ 33;2 ' 2142 1056 648 56 690 1394 7999
RE )
1(96%;_66 3698 2182 1121 648 59 846 1353 8554
(B 1120 1524 7830
o —
7. Madhya Pradesh . . . . ;gg;:g; ;2?3 iggg igc;g :0:: . — 1026 1420 8142 —
% 22 1809 404 — 1061 1465 10470 w
Nea—es sy a3 ke 404 - 1685 208y 13 ©
E
o566 siy sz 1043 404 - 1698 ez 1204
(BE)
Ay
0 066 1473 81 Toor 1082 s9ar
8. Madras igg;:g; ‘;3734 33395 1682 381 1133 1g14 11813
1963-—64 6261 3648 1943 381 1314 oo S £
1964—65 6644 4200 2059 381 1447 182 473
RE
xgﬁﬁ))—é& 7234 4661 2142 381 1955 2336 1673
(B | . JE—
———
. _ I 1 1 1106 1241 11875
9. Maharashtra . . . . 1961—62 6275 2216 24-33 ]gg 1202 1337 14960
1962—63 780 327 3 1426 18725
1563—64 1041 4383 2875 135 1291
64—6
1(9R4£) 5 10729 4117 2921 135 2113 2248 20018
1965—66

(BE) 11050 4467 3JOIT 135 2854 3o19 _2!54




TABLE 20 ¢ Rcvenue Reeripts of States—eontd,

 { 2 _ 3 4 5 6 7 8 9 10 It
. Mysore ., ., |, 1961—62 2704 . 4039 901 656" 162 640 1458 9102
1962—63 3219 3364 1137 731 . 232 498 1461 orgl
:923:24 3969 3318 1334 731 245 612 1588 10209
b 5
(Ri:.) 4170 3802 1333 73t 296 b24 1651 Iog56
196%—66
(BE) 3303 4094 1395 731 296 1333 2360 12152
11, Nagaland |, . . . . Ig64—65
(RE) 7 18 21 250 611 .. 861 o7
!96&—66
(BE) 7 26 21 275 814 ‘e 1039 1143
13. Orissa . . . . . Tob1—b62 1034 2684 652 (_'3_72 . 125 398 Bos 4613
1962—63 1335 2940 1034 1347~ 72 533 1952 6227
1923:24 1660 3056 1214 —1347 98 768 2213 6929
19 5 :
) 1812 3449 1193 1347 138 955 2440 7721
1965—66 ‘
(BE) 1382 1539 1265 1347 77 Iag0 2714 8135
13. Punjab . . . . + T961—62 2998 2959 818 349 317 549 1215 7990
1962—63 3403 3659 1214 101~ 95 658 Bs4 9130
Y963—b64 4459 4115 1401 101 236 788 1125 11320
1964—65 4930 4451 1384 101 244 Iz 1457 12222
IgBE—GG
. (BE) 5000 4725 1463 101 116 1560 1777 12969
14. Rojasthan ., . ., . 1061—62 2119 f09 711 13g 56 597 982 4621
1962853 2531 1198 1002 610+~ 39 376 11258 5856
1963—64 2842 1405 1174 © 610 25 747 1382 6803
I?lﬁéTﬁs ar48 1432 1233 610 200 926 1736 7549
1965—66 3374 1840 1271 610 38 1035 1683 7968

61

b § 2 3 4 5 6 7 8 9 10 11

88 100 273 2358 400 1376 2011 16273
15. Uuar Pradesh ’ ) ) : ]19966;.——-2; ;«:;%l %546 3.081 234 179 s 1722 2338 19000
1963—64 7753 7534 3532 234 632 1€63 2529 21348
1964—65% 160

(RE) 7528 8766 31519 234 355 2758 3347 23

: —66 >

:?g J | 8277 8410 3677 234 Boz 3375 4410 24774
1451 1620 554 647 627 1828 10170
18. West Bengal ' ' ’ ' :ggz—ér—{; [ggé 1;'38 1978 * ™ 212 688 979 10751
1963—64 7184 1944 2300 79 199 885 1163 12591
‘961%5)65 7501 2208 2337 79 172 1558 180y 13855
1958 8 200

(BE) 7725 2661 2416 79 604 1715 239 15

N 3 73 —Jig arss uadsr col. 7 include grants under substantive provision gf Article 275 and : Sourge : State Budgety

grants In lieu of tax on Railway fares,

66y
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TABLE 21 : Receiprs from selecied State Taxer TABLS 21 : Receipts from selected State Taxes——gontd.
Rs. I )
( akhs) 1 Py 3 4 5 6 7 8]: E [9
Nsc{.- Surte Year Tand Stale  Sales Motor Tax on Stamps
PEVEnUE ¢XcCise  laxes vehicles passen- -=7.  Madhya Pradesh 1961-62 878 571 806 211 65T 174
tax ger & 1962-63 . 963 578 960 218 116 188
goods 1963-64 . 1062 675 1266 228 238 223
1964-65
1 (R.E) . 1121 747 1600 300 310 253
2 3 4 5 6 7 8 9 1965-66
(BE) . 1108 823 1887 318 340 265
1." Andhra Pradesh 1961-62 1012 873 1431 276 83 235 ‘B, Madras . 1961-62 443 33 2126 608 95 522
1962-63 1649 904 1536 332 104 244 : 1962-63 . 441 38 2480 834 185 548
1963-64 | 2018 1186 1903 681 — 336 1963-64 6os 41 2702 962 272 663
1(95343-)65 : Igfﬂiiﬁ)s 8 6 6 646
1526 12 ) 6 —_ . 489 40 313 961 289 4
1965-66 3 49 295 30 50 1965:66
(BE) . 1540 1312 2200 670 — . 365 (BE) , 525 40 3481 990 310 706
2. Assam . I961-62 286 204 345 77 — 47 ‘9. Makarashtra | 1961-62 619 126 3503 556 175 561
1962-63 . 320 213 415 76 21 55 1962-63 729 147 4057 602 231 659
Ig63-63 315 200 a1 119 45 86 1963-64 . 813 172 5490 647 434 779
YRE ey 8 600 61 8
. 8 22 6 12 9. 73 245 3 705 461 oz
1965-66 49 5 33 I 47 89 1965-66 |
(BE) . 548 227 736 145 50 97 . (BE) . 750 250 6086 712 484 825
. Bikar 10,  Mysore . 1961-62 451 288 945 395 64 209
3 - 119‘2'2'_? . 911 631 1134 6o I 317 ” 196263 520 293 1122 322 134 256
196 _63 . 1541 637 1245 72 56 308 1963-6u 824 352 1352 720 138 297
13 63 6; . 1252 677 1675 105 109 j70 1964-65
. RE . 62 158 [} 130 o
(RE) 1142 701 1751 113 24 383 19(65-6)6 7 377 395 57 3 35
P& c M e ade 9z 38 (BE) 568 385 1925 §75 125 363
) 11. Nagaland . 1964-65
4. Gujarat . Io61-62 464 31 1382 240 99 213 (RE) . I I — 2 — I
1962-63 | 620 37 1539 287 140 266 1965-66
1923-24 . 511 39 1960 321 234 291 (BE) 1 1 — 2 - I
I1504-65
(RE) 501 41 2127 326 255 298 12. Orissa . 1961-02 ., 242 167 402 103 — 74
196566 1962-63 279 181 550 129 —_ sz
(BE) 503 a3 2253 154 268 304 1923-24 . 301 195 744 150 - 107
: . 1904-65
. RE . 13 20, 88 171 — 11X
5. Jamna and :9(65-6J6 . 3 4 7
Kashrror . 1961-62 63 55 28 12 — 16 ) (BE) . 340 209 832 182 —_ 115
1902-63 69 66 41 13 — 18
1963-64 | 60 67 74 21 11 20 13, Punjab . 1961-62 198 572 891 110 211 448
1964-65 1962-63 466 595 997 121 265 537
(RE) | 82 75 £3 29 15 20 1963-64 503 741 1405 113 426 611
1965-66 ] 196.}-65
(BE) . 87 75 85 32 15 20 (REY 502 940 1698 105 454 Gas
. 1965-66 457 983 1698 114 474 6338
6. Keraia . I961-62 158 327 1056 268 — 172 (BE) '
1462-63 iz 359 1201 302 —_ 208 14. Rajasthan . 1961-62 868 442 462 110 26 101
1963-64 77 391 1452 375 63 251 1962-63 941 510 644 121 126 I15
L964-65 : 1963-04 . 753 564 977 152 155 14z
(RE) 173 410 1662 400 90 282 1964-65
1965-66 (REY | So1 612 1075 160 165 145
(BE} . 355 430 1745 430 100 270 1965-66
(BEY . 940 645 1167 175 175 150
.




TABLB 21, Receipts from selecied Stase Taxes—concld,

198

4 5 7 8 9
15, Utiar Rradesh , 1961-62 2111 842 1437 343 —_ 419
:gg;-gz 2813 953 1234 3;71 67 457
- 2519 11 2 201
1 9(6 1‘&6)5 o9 9 334 537
1992 116 216 600
1565-66 99 7 3 392 250
(BE) 2183 1141 2287 403 335 620
16. West Bengal , 1961-62 620 696 2145 2138 —_ 420
1962-63 784 769 2468 270 _— 488
1963-64 642 881 3218 489 —_— 581
xg?ﬁﬁ)s 676 b
4 le) ¢ 506 —_ . 568
1965-66 90 34 5 56
(BE) 677 927 3559 529 - 580

Source : State Budgets.
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TABLE 22 t Receipts from selccted ipemis of mon-tox revenue
(Ra, lakhs)y
81, State Years Admn. Social & Deve-  Irriga- Multi-if Forests
No. services lopmental tion p
- services (Comm). river
schemes
Total Indus- (Gross) (Gross)
1 tries
1 2 3 4 3 6 7 . 8 9
1. Andhra Pradesh 1961-62 g8 462 96 17 — 410
196263 129 494 74 15— 438
1963-64 143 427 82 16 - 423.
1964-65 158 444 57 274 = 406
(RE)
1965-66
(BE) 164 449 54 2714 - 42r
2. Assam . I961-62 13 82 7 — -— 166
1962-63 15 79 3 —_ — 208
1963-64 17 104 10 — _— 234
1964-65 17 135 4 - - 240-
(RE) *
1965-66
(BE) 19 135 5 - = 53
3. Bihar . 1961-62 96 ‘428 54 103 —_— 260
1962-63 135 532 42 127 — 248
1963-64 160 539 ax 110 2 247
1964-65
(RE) 149 746 27 126 2 261
1965-66
(BE) 149 878 27 151 38 266
4, Gujarat . 1961-62 64 209 54 a8 — 17T
1962-63 292 69 59 —_— 175
1663-64 124 309 112 65 —_— 190°
1964-65
(RE) 87 335 122 74 _— 195
1965-66 89 483 193 74 - 19§
(BE)
5. Jammu &
Kashmir . 196T-62 14 241 221 -— -_— 7y
1962-63 18 282 255 -— - 374
1963-64 12 187 145 -_— — mn
196465
(RE) 16 50 23 -—_— —_ 400
1965-66 9 53 24 - - 425
(BE)
6. Kerala . I961-62 51 438 126 6 —_ 392
1?922-63 52 506 148 10 -— 480
1963-64 56 573 152 12 — 4854
1964-65
(RE) 82 480 6 13 — 495
1965-66
(BE) 58 510 20 14 -_— 475




L
: TABLE 22 : Receipts from selected items of non-tax revenue—concld,
. q
200 I 2 3 4 5 6 7 8 °
TABLE 22 Receipts from seleeted ftems of non-tax revenue—oontd. B
— ? / , 15. Unar Pradesh . 1961-62 233 765 326 980  — Zat
1962-63 . 207 1172 642 105§ @ — 95
1 2 3 4 5 6 7 8 9 1963-64 . 268 1291 706 1270 — 1o0o7
1964-65 G
A N (REY . 377 1312 727 1298 — 1o
7. Madhya Pradesh 5 285 1 -_— - 1038 kY 1965-66 .
- 53 Izt :-" — — 107 9(15;15) . 150 1561 Rrd 1338 —_ LIRS
e F-e =t - - =3 Ian T Reppos o rosiens A Il 1 - 1 ‘:
. - ° 1e62-my . 142 593 133 3t o4 T
79 25% 16 1272 Yof-f) 14t a0k 15 28 LY >
2 32 1 -— —_ 140 ey 64
' 7 325 4 407 (RE) . 154 834 224 16 108 =
8. Aladras . 196162 180 621 185 143 — 252 1955-66 . 149 891 203 16 . 128 15
1662-63 . 201 749 296 157 — 223 (BE)
:322:2; ' 198 §7@ 347 167 — 259 Source : State Budgets.
‘REY . 201 978 411 227 — 240
1965-66
WBE} . 205 151 438 222 —_ 259
9. Alakarashrra | 196162 . 7 162 756 151 134 —_ 542
1662-63 . . 231 808 57 200 — 621
1063-64 . 256 1364 66 225 — 665
19@4—}55
{REY . 230 519 64 253 - 676
1965-66
(BE) . 236 1047 77 256 — 703
f0. Mysore . 1yb1-62 140 1983 1719 57 — 8a5
1902-63 143 1444 103§ 52 - 879
1963-64 154 1211 so0c 47 —_ 934
iGhy-65 | 197 1465 g68 61 —_ 925
JREY
1565-66 [ 4
BEy . 170 1753 1198 127 — 940
11. Nagaland 1Gh3-65
WREY 1 z — — - o
1645-66
(BE) . 3 3 — - - 12
€2, Orns:a . Igkl1-62 14 296 11 10 170 310
1G62-63 33 26% 21 11 172 424
Tyb3-64 . 30 303 24 12 193 377
140 1-63
REy . 46 293 11 30 260 414
1y6:5-66 »
ey 23 314 13 40 287 417
13, Pumjab Lo lyBr-bz 77 421 17 419 130 <
1yb2-63 142 394 23 518 218
1463-64 120 421 3z 547 237 )
. 19t.y-65§
‘REY 156 486 28 436 332
nyj-.~‘66
(BE) 116 563 34 482 354 151
14. Rajasihan . 1gp1-6z 59 28% 24 72 9 81
1y62-63 62 337 17 56 20 s}
1963-64 . 64 3317 22 58 29 86
196.4-65
(RE) 86 389 18 56 42 87
19t5-66
{BEY L 60 442 20 63 47 gl
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TABLE 23 : Revenue expenditure in States l TaBLE 23 : Revenue expenditure in Staies—conid.
- (In lakhs)
* 1 2 3 4 L] 6 7 8
gl. St v 4 Fon- Developmetnal Total . ’
0. tate ears evelop- ue H
meatal(a) Plan Non- ol  expendic 7. Madhya Pradesh 1961-62 2762 6111 3676 5287 g?ﬁ
()] plan Develop-  ture 1962-63 2858 1832 3854 ‘55 9743
mental :923—34 3628 2053 4062 15
. 1964-65
tapends J . Q(R%)s 724 2537 4376 G913 10637
1965-
9(55) 4222 atls 4782 7897 12119
1 2 3 4 5 6 7 8 10952
— 8, Madras . I961-62 3984 1475 4%3 g;gg Toa00
£. Andhra Pradesh 1961-62 3516 1537 5169 6646 10162 i 196"23 4233 ;195; :(,97 6870 13525
19612-63 3844 1636 5354 6990 10834 :923:6; 4452 7
1963-64 4633 1887 6051 7938 12571 RE) 5167 2738 4570 7305 :szgiol
gR%) 5 . 52458 2942 6836 9778 15023 1965-66 5581 3148 3197 8343 7
196586 : Maharashira 196068 6240 1386  scor 6387 12637
&8 5038 535 7550 arods  16iz3 > xta-63  [7giz* 2081 s 6826 16
2. Assam . 1961-62 1291 808 1937 2745 4036 :9234:24 8s45 - 3174 5139 3
’ 1962-63 1345 1181 1948 3C99 4444 Q(RE)S 9973 4556 6258 10814 20787
1963-64 1891 1083 2461 3544 5435 65-66
1964-65 1905° 86 . 6383 11896 22482
9ESRI%6 2426 1438 2406 3841 6267 (BE) 105 5513
1965~ 2 1 .
%5 537 547 2955 4502 7039 x0n  Mysore . 1661-62 2704 918 5947 gess FE4
3. Bihar . 196I-62 3065 1831 3476 5307 8372 1962-63 2826 1087 3477 65 4 9879
. 1922-23 3228 1656 3465 512y 8349 192_:-2; 3102 1222 5555 777
_ 1064-
ered 3450 1938 3344 5282 8732 SRE) 3612 1505 6179 7684 11296
1965-66 —' Y
:9(6];5'5)6 4063 2588 3438 6026 10089 . 9(35) 3791 2110 6642 8752 12543
(BE) . 4515 3131 3718 6849 11364
. . aland 1964-65
4. Gujarat . 1961-62 2654 903 3127 4930 6684 11. Neg (RE) 495 151 261 412 907
<o 1962-63 3087 915 3043 3958 7045 1965-66 1143
1963-64 4017 1406 3101 4507 8524 BE) 620 231 292 533
1964-65 ¢
19551;?6)6 4513 2197 2958 5155 9668 i2. Orissa . 1961-62 341%0 1°Gi i%%"é iﬁi ‘ 66]5';3
- 2 1
(BE) 4586 2045 3658 6603 11189 ’,gg;gi py 144 4 2811 4591 7201
-65
5. Jarmu & 1964 . 8180
Kashmir . 1961-62 513 238 1153 1391 1904 xg%RFG)G 3077 2300 2903 5108
1962-63 9l4 306 1288 1594 2508 . g 12 2494 3232 5726 9183
1923-24 Iogg 321 1173 1454 2590 (BE) 34
1964- 14 121 1750 3238
ey oo opwi ooz o g8
1965-6 , 1962-63 4
(BE) . 1367 789 1437 2236 3593 ’ 1963-64 4283 1601 4159 5760 10043
1904-05
6. Kerala . 19661-62 1%51 931 3452 4383 5934 9%356)6 4914 2173 4530 6793 11617
1962-63 1826 1091 3717 4808 6634 1965~
~ 1963-64 1917 1309 3866 5175 7092 J (BE) 4919 2834 4980 7814 12733
1964-65 2068 1753 4119 5872 7940
(RE 14. Rajesthan . 1961-62 2286 907 2007 2914 3200
1965-66 . 1962-63 2367 988 2324 3312 5679
(BE) 2311 2108 4357 6462 8773 1963-64 3038 131258 2517 3842 6880
-6
NoTe.—Non-developmensal Sector comprises heads epumerated in Table 24 and also !9&1‘}3)5 . 1251 1566 2629 4195 7446
such miscelianeous heads as contribution to Local Bodies, Displaced persons, Printing and 1965-66
Stationery, extraordinary charges and expenditure connected with National Emergency . (BE) 3533 1982 3099 5081 8614
Developmental Sector comprises heads enumerated in Table 25 and also other heads
such as Scentific Deprs., Cooperation, Industries, Community Development, Labour &
Employment and Miscellaneous Social and Developmental organizations. J
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TABLE 24 : Expenditure under selecicd non-developmental heads™
(Rs. lakhs)
Serial Srae Years Cost of General Police Fa:;mine Pensions _B:bt. o
No. tax col-  Adminis- Relief & other services
. lection tration retirement
benefits
1 2 3 4 5 6 7 8 9
1 Andkra Pradesh . . . . . . Ig61—62 558 656 632 26 215 763
: 1962—63 413 777 623 21 227 8o2
1963—64 269 768 644 .. 246 1537
1964—65 334 828 686 67 265 1904
(RE)
196 5—066 350 B&6 703 23 290 1732
(BE)
2 Assam . . . . . . . . , 1961—62 136 137 430 16 &7 216
1962—063 129 o 55 72 190 ha
Beer B 6.7 799 3 no @8
—65 147 146 79 I
HE) ; - 73 7
19651?66 146 v 144 872 26 73 651
3 Bilar . . . . . . . . . . 1961—62 504 316 606 128 99 814
1962—63 431 124 630 166 107 990 .
1963—64 541 338 663 27 108 1182
1964—65 529 38§ 741 91 110 1496
(RE)
1965—66 539 361 685 74 118 2126
(BE)
4 Guarat . + - . . . .. 1961—62 116 342 495 47 108 977
1962—63 119 343 535 13 119 1425
1963—64 tig 357 533 159 122 1754
19%—)65 135 298 590 71 158 1685

196586 144 38 823 25 143 1829
o B




‘TanLe 24 @ Expenditure under selected non-developmental headsd—contd

193566

3 4 b 6 7 8 9
5 Jamma X Kashwir . . 1961—062 55 63 204 20 36 3
1962—63 64 55 202 ¥ 41 . 168
1063—04 61 62 204 38 42 251
1964—65 68 69 167 31 44 325
(RE)6
1965—66 72 75 190 10 45 3
(BE) 45
6 Kerala . . . . . . . 1961—62 176 160 261 16 149 161
1962—63 202 168 316 13 177 283
1963—64 203 179 314 B 240 181
1964—65 217 161 347 9 253 313
(RE)
1963--66 242 177 403 10 269 329
(BE
7 Madhya Pradesh . . . . , I961-—62 358 385 766 3 142 501
1962—63 357 402 746 [+ 167 627 §
1963—64 372 405 778 18 157 1349
196.4—65 425 428 825 27 141 1163
(RE)
1965—66 437 451 833 9 159 1522
(BE)
8 Madras . . . . . . . . 1561—62 275 667 660 25 192 882
1662—63 238 664 683 10 258 1011
1963— 64 258 682 676 B 356 1253
1964-—65 a83 Ba21 731 6 370 1508
(RE)
196]:5!—66 3rs 930 744 6 376 1678
(BE)
¢ Maharashtra . . . .« e . . 1961-—62 309 881 1120 2138 292 1366
1962—563 306 8458 1211 107 307 1774
1963—64 337 32 1423 63 293 1992
19&:{]3—)65 373 1199 1665 75 303 2346
1965—66 417 978 1604 63 302 2627
(BE)
A X
LN . 2 j
TABLE 24 : Expenditure under selected non-developmental heads®.—comd.
1 2 3 4 s 6 7 8 0
. ) ... 1961—62 43 260 392 30 186 857
10 Mysore . 1362—63 22% 264 414 24 230 94g
1963—64 268 282 446 25 217 11;;2
1964—65 316 306 524 47 257 3
(RE); 2 1374
1965—-66 3MI 314 544 40 97
(BE) .
11 Nagaland . .+« . 1964—b6S 82 101 313 - 24 -
. (RB) _
1965—66 182 167 388 -— 9
: @ ' 1103
] . . . . 1961—62 150 262 233 201 33
12 Orissa :9962-63 260 ‘250 271 199 36 10%9
1963—64 271 316 287 110 42 12 ro
t9ti}5‘.t-1:_'—)65 346 299 400 73 51 1379 S
19(65—66 417 331 466 55 48 1623
(BE) :
. . 1961—62 199 291 528 460 189 365
13 Punjub 1062—63 208 308 664 sg zgs :zlg
1963—64 209 335 Bo6 14 : ?ll 1758
!9(611555 216 392 880 245 9 G2
Iggs—-ﬁs 246 400 962 208 200 2249
E)
: . . . . 1961—62 289 245 507 42 91 563
14 Rajasthan . . 1362—63 299 253 5§22 II I !gss
196364 316 252 543 187 Yoo o4
(RE) 397 263 616 0 145 1521



TABLE 24 : Expenditure under selected non-developmental heads*—conid.

3 4 5 & 7 3
15 Uttar Pradesh 1961—62 739 661 1147 76 p
1962—63 785 9138 1289 70 3
1963—64 747 854 1347 38 310
IgGﬁEGs 926 729 1323 44 326
1965—66 1075 819 1506 46 354
(BE)
16 West 1 gal 1961—062 523 423 896 556 167
1962—63 578 408 1023 488 189
1963—64 590 370 1053 540 183
1964—65 652 413 1276 500 186
06366 6 6
I 93 442 1417 519 23
(BE)

08

*Plan expenditure if any is excluded.

Source : State Budgets.



PaBLE 25 @ Expenditurc under selectcd deveiapmnciial ricuus

(Rs. lakhs)
S. State Years Educa- Medical Agricul- Indus- Trrigation Multipur-  Public Forests
No. tion & public ture tries (Com) pose works
health animal river
husban- schemes
dry
I 2 3 4 S 6 7 8 9 I0 II
1. Andhra Pradesh 1061-62 2123 733 479 166 503 229 617 I12
iggg-gi 2;?1 Sgg gzs Igo 496 282 701 122
- . 1082 07 I (5]
1924—22 (gl}::?,) 2699 1097 - 1070 162 ?26; igg IZ:I[i ;33
1965-66 (BE) . 3114 1266 1149 172 725 510 02 187
2. Assam 1561-62
780 300 | 132 88 —_— _
1962-63 881 432 136 93 -— — - 87 22
1563~64 . I0I0 415 227 85 -_— —_ 552 51
1924-22 (RE) 1148 475 299 115 — — 82? o
1965-66 (BE) . 1207 509 337 121 —_— _ 1 o gg
3. Bikav 1061-62 I
9 2 507 66 8
66263 1535 7684 55333 21?9 IIS6 4 467 133
1963-64 . 1571 843 625 256 159 2 452 121
e an S T B - T
a65- . 19 337 1
N 57 997 893 307 187 275 257 119’
4. Gujarat 1961-62 1296 417 331 S6 5
1962-63 1361 410 256 10§ 7 3 411 70
1963-64 . 1658 492 383 96 343 28 331 62
e spo®m W % 3§ & g
965- . 2009 21 5 & 95 83
79 165 456 68 805 87

602



TabLE 35 : Oxpenditure under sclicted developincental heals

e i ¢ et Pt S

i e i e o

e e it e v

Source : Siste Bruipets,

: (Rs. lakhs)
2
3
—— 4 5 6 7 3 9 10 -
s Jammu & Kashmir 1961-62 232 118 _
1962-63 276 146 7; 303 -— -— 386 76
1963-64 . 308 152 [ 286 - - 382 91
1964-65 (RE) 372 208 120 ::.‘2, - - 347 97
1965-66 (BE) . 141 261 163 o - -— 323 126
6, Keralz - 444 163
. 1961-62 1855 $36 208 204
1962-63 1914 850 256 225 1 — 521 124
1963-64 . 2109 674 291 28 S 564 119
1964-65 %RE) 2555 4 430 1 24 90 - 468 135
1965-66 (BE) . 2873 873 454 7; m - s11 132
7. Madhya Pradesh 1961-62 1820 050 ] 538 134
l;62-"3 . 2054 908 iog' :35 — — £50 382
196311 . 2331 777 e l11453 - - &0 3%
1963-65 (RE) 2657 38 3 - — 701 410
1965-66 (BB) 3 554 120 — - 622 B
. 3081 924 734 134 _ - 494 =
8. Madras . 1961-62 2346 268 734 537
e e o g B e = B9 8
1963-64 . 2741 1061 734 281 396 - 923 g1
l964'65(RE) 3216 1173 8263 646 439 - 1000 106
1a65-66 (BE) . 3693 1321 2 cs 477 = 911 121
Maha 94 39 513 - 996 124
9. Maharashira . 1961-62 . 2449 98¢ 623
1962-83 2241 1145 662 B % — 628 199
1963-64 . 3045% 1241 906 Igﬁ 356 — £50 23¢
1963-65 (RE) 3368 1651 893 I 424 - 483 260
1965-66 (BE) . 3715 1551 1172 185 »Z 1076 324
10. M z 03 - 1254 385
. ytore 1661-62 . 1440 §16 285 18
1962-63 1662 267 319 “79 291 - 1044 370
1963-64 . 1826 642 s 94s 254  — 1172 a44
966 (BE) e en sk mo S = ne w
5 ) - 2499 826 735 1212 543 — 1230 ggg
e, -. . . .
‘TaBLE 25 : Expenditure under selecred developmental heads
) 1 2 3 4 5 6 7 ' 8 9 16 11
11. Nagajand - 1964-65 (RE) 94 48 44 3 - - 137 29
1965-66 (BE . 149 66 31 s —_ _ 132 33
t2, Orisia . . 1961-62 673 271 243 119 62 721 431 110
1962-63 768 412 346 12§ 52 461 560 151
1963-645 . 831 593 409 87 77 463 692 124
1964-65 (RE) 1001 539 574 108 76 541 628 141
1965-6¢ (BE) . 1116 667 720 116 83 582 504 158
13. Punjab . . 1961-62 1268 444 255 160 371 230 371 154
1962-63 1414 496 303 199 440 30l 425 162
1963-64 . 1544 561 45% 251 485 598 434 186
1964-65 (RE) 1819 629 655 207 <84 539 405 225
1965-66 (BE] . 2012 838 832 237 631 546 454 250 4
—
14. Rajasthan . 1961-62 1158 578 170 55 38 40 233 79 =
1962-63 1284 587 185 43 65 41 230 81
1963-64 . 1384 818 237 34 %o a7s 240 88
1964-65 (FE) 1531 865 423 43 B84 392 247 1c0
1965-66 (BE) . 1792 937 551 - 51 85 302 317 116
15, Ultar Pradesh . 1961-62 2379 887 631 563 1351 —_ 592 321
1962-63 2554 1042 713 778 1520 — 756 396
1963-64 2808 1159 838 894 1644 — 768 450
1964-65 . 3361 1359 1085 1027 1762 — 892 525
1965-66 (BE) . 4336 1811 1310 989 1912 —_ 1009 568
16. West Bengal . 1961-62 . 2130 1022 575 324 22 120 516 126
1962-63 2336 1152 611 344 57 134 458 144
1963-64 . 2412 1236 709 361 62 149 291 150
1964-65 (RE) 2647 1348 1178 w58 55 557 641 184
1565-66 (BE) . 2883 1472 1471 486 9 555 1058 214
e ———



TanLy 26 : Oustanding dolt of Srats

(As on 315t March)
(Rs. lakhs)

17, Nagaland . N

. States & Period Loans from Pern
. % frhancnt Unfunde 3 i T
lo, the Cenlie d('bT.-L “dl:ti;hd P;(;%t‘mg Other Joans Potal
) 2 ) e _
— ’ 1 s 6 7 8
1. Andkra Pradesh , . 145z . 7 T T T T
1357 10671 5{:6 668 :l ‘e
1061 o 611 17 12497
96 15523 4083 928 1358 606 22738
1964 25843 5738 1GB
af g - 8
1966 33769 795¢ 1285 — 8;3 Sggég
7. Assem 19¢z 190 24 15% ’ it
197 2359 - 257 - - RS
1961 4574 276 134 20 68 57
H p 372
| 964 9848 578 584 465 74 nsig
3. Bihar 1952
3 937 _— 262 [ {s)
1957 6818 280 41 a4 1229
1961 15846 4 - 34 7551
584 1653 8oz 241 181 g
19€¢4 25576 3294 128 119
1966 34173 4755(a) 9 552 428 31139
. Gui 4 ¢ 1709 3g0 753 41823
. Gujarar . . . 1961 1
1964 14554 12 o - 2 143
19 19234 5351 Bs7 -_ 476 zgglé
8. Jammu and Kashmir 1952 503 —_ 100
1957 230§ —_ 131 - _ P
1961 3612 — 1 — - 2436
1964 6177 — 3 St 22 3882
1966 8818 333 235 67 8812
- 478 235 62 9593
——— e —— ~
- i’ —_— - —
TABLE 26-—¢ontd.
1 2 3 4 5 6 7 8
6. Kerala . . . . Ig9s52 240 550 770 - — 1497
" Tos7 2289 1268 854 = — 4411
1961 5328 2274 841 - 229 252 Roz4
1964 10114 2669 1060 405 371 14619
1966 14505 3535 1295 408 s12 20252
7. Madhya Pradesh 1652 1425 607 248 " o 2280
1557 4442 789 342 138 26 5737
1961 11536 1956 518 64 ELE) 14459
1966 29265 3595 1101 —_ 767 34728
&, Madras . 1952 2021 2241 707 8o —_ 5049
’ :9357 6302 3736 669 170 26 togoz B2
1961 12764 5892 955 -— 455 20066
1964 20469 7285 1344 — 1112 30210
1966 27190 9511 18.45% 180 1381 40307
9. Makarashtra ., . . 1952 2289 2323(b) 775 190 - 577
1957 11883 5223(b) 1730 36 72 18944
1961 15847 fo02(bh) 2176 52 449 26526
1964 25573 8983 2955 15 1067 38503
1566 33518 11548 1608 - 1503 50264
1o, Afysore 1952 513 1576 .. .. 2089
1957 4915 2511 .- 25 7451
1951 9061 3868 . 864 13793
1964 15493 4060 1950 115% 22658
1966 .- .. .. . ..




TADLE 26—0utstanding debl of States—coneld,

1 -2 3 4 5 6 7 8
2, Orissa . . N 1952 . . 1953 —_— . 1953
1957 . . 8748 309 . 31 G088
1661 . . 14359 1461 . . 164 15084
1964 . . 19301 2820 .. ve 37s 22496
1966 . . .. . .- ‘e .. .
13. Pumiab . . . 1952 . . 5907 . 359 59 - 6325
1957 . . 19480 204 492 59 —_ 20235
1961 . . 25419 423 682 —_— 276 26800
1964 . . : 31207 1101 906 — 641 33855
1966 . . 36754 601 1147 79 1090 40671
14. Rajasthan . . . 1952 . . 397 — 153 910 - 1460
1957 f . 4645 313 336 1132 10 6436
1961 . . 11361 1487 507 2213 202 15770
1964 . . 224880 2431 Bo8 —_ 2171 28290
1966 . . 25355 3413 1066 — 2961 32813
x5, Uttar Pradesh . . 1952 . 3547 1571 616 25 -~ 5759
1957 . . 12734 8395 1032 —_ — 22161
1961 . . 22749 14233 1738 — 441 39161
1966 . R 46820 15854 2978 -_— 1334 66686
16, West Bengal . . . 1952 . . 3705 175 438 —_ -~ 4318
1957 . . 16101 220§ 683 —_— — 18589
1961 . . 25403 4191 1019 —_ 364 30977
1964 . . 34861 5090 1362 -— 550 41863
1966 . . 43583 6590 1663 w— 841 $2677

Sourcs ; State Governmenta
_® Comprises market loans and bonds issued in connection with abolition of Zamindari, Jagirdari, etc,

(a) Includes Rs, 17-72 crores on account of Zamindari Abolition Compensation bonds,
(b) Includes the amount raised by the ersiwhile State of Bombay,
(x) Figures {nclude these for Vidarbha,

¥1Z

Tapte 27:  Qutstanding loans and advances by State Gowr_nmcms

{As on 315t March) (Rs. lakhs)
Tt “—S:-: R Local bodies Agriculturists Others Total
Sh atce
No.
-_ eSS T 6
4 5
2 3
I
1. Andhra Pradesh . . 1952 . - - i 1250 1387 :%ig
o . . 661 1431 i 7953
oes . .. 928 1832 5193 16339
066 . 1326 2561 sz
: 135 255
92
2. Assam - . . - :gg; : ;g 117 l;;g zgi;
' L 1 . 275
xgg: . . :39 270 2502 zgf;é
1962 . 4 301 3231 3
1963 . - 4 - . 5195
1964 . . . . -
24 978
. .. 97 647 1 2636
3. Bihar < ... 1852 1626 77
AR i i
’32 479 1072 % 11645
1066 . 495 1150 1% -
1358 2115
. .. . 524 233 6644
4- Gll_[d‘rd’l . . . . 1961 X 401 ) 5339 é
o7 S O+ 47 7453 99
55 55
N 4 - - - L] .. 3 1
s. Jammu & Kashmir . . 1952 - - - i o 204 492
' ig?,i . . ) .- 4; p 653
1964 g9 . 25, 764

1966 - . . 112 - —.

¥4



'ABLF 27: Outstanding loans and advances by State Govramcnts —contd.

8. Madras «

a. Maharashtra

10. Mysore

RI. Nagaland .

¥2. Oiisia

2 3 4
. . . 1952 126 2
1937 122 36

1961 178 89

1964 210 207

1966 ‘. .

7. Madhya Pradesh . 1952 2035 6oz
1957 155 1050

1961 371 1221

1966 501 2871

. . 1952 591 1082
1957 783 847

1961 13129 917

1964 3015 1278

. . 1952 574 849
1957 1766 1536

1961 1900 2438

1964 1901 2845

« 1952 ‘e

1957 .

1961 -

1964 .-

. » 1952 4 94
1957 153 323

1961 171 288

1964 195 3oz

5 6
178 306
318 476

1688 1955
6183 6600
.. 9586
1110 1y
3055 4260
5244 6836
14549 17921
505 2178
1343 2973,
13199 L
17099 R
802 2225
4012 7314
7584 11932
12280 17626
. 95
. 987
. 3212
. 8407
94 192
27 749
463 922
897

1395

9128



TaBLR 27—concld |

I 2 3 4 [+
13. Punjab 1952 . 1141
1957 .o 2428
1961 .. 4496
1964 ‘e 7770
1966 . 12694

14. Rajasthan 1952 12 569(a) . 581
1957 159 1102(a) . 1261
1961 842 38g4(a) . 4736

1964 T497 5358(2) . 6855

1966 1585 7415(n) 9000

15. Utzar Pradesh 1952 566 320 707 1593
1957 1352 755 1565 3672

1961 1257 642 11265 13164

1966 2504 3105 27444 33¢

16. West Bengal 1952 202 116 1238 I556
1957 218 339 3968 25

1961 283 533 5954 6770

1964 290 361 10900 II551

1966 .. . .. 14689

(a) (ncludes others.

Source : State Governmen's.
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Tavrl 20:—General Sales Tax Rates in Sares on conmnmdrries subjeer 10 Cenrral Fxcive

(In per cent)

Se- . . . _' Andbru Pradesh Bihar Gujarat Kerala
I:]lg‘ (:(‘Inm”dmﬁ Svstem Rate System Rate Svystem Rate System Rate
e wtaeby 196364 1964-65 196.4-65
H 2 3 4 5 6 7 N 8§ o 7q o ) 1‘3##‘
i Petrof(Paise per hinne) s 9 5 9 5 2 5 152,
2 Motor Spirit other than petrol (Paise per litre) S [ S 5 S 10(Max) S 20,
3 Diesel Oil{Paise per litre) s 3 S 2 S 59 S 209,
4 Motor Vehicles 5 7 S 10 S 10 S 10
s Twvresand Tubes (Motur) S 7 5 10 I3 10
& Gramophones 5 7 S 10 D 3 s 10 g
7  Wireless Receiving Sets S 7 S 10 S . 10 S 10
8 Refrigerators and Air Conditioners S 7 S 10 S 1c S 10
9 Cinematographic Films . . . . . S 7 5 10 8 10 5 10
10 Electric Motors . . . . . S+M 342 S 7 S 3 S 7
11 ElectricBatteries . . . . . . S4M 342 S+M 7+¢ S 1o(Max) S 2
12 Electic Bulbsand Tubes . . . S+M 342 S+M 7+¢ S+D 1o{Max) S 7
13 Electric Fang . . . . . . S+M 342 S+M 7+ M 3 5 7
14 Electric W‘ircs and Cables . . . . S+M 342 S+ M 7+% 8 6 s 5
15 Cosmetics and toilets . . . . . M 2 S+M 74+ D 3 s p.
. ———— e - . —
TAELE 29—conid.
1 2 2 4 5 6 7 8 9 10
16 Pigments and colours ) M 2 S+M 4+14 S 4 S 7
17 Cement s 5 5 6 s 7 S 7
18 Rubber Products . M 2 S 7 D 7 s 7
19 Glass end Glass Ware M 2 S+M 7+3 S 10 (Max) S 7
20 China Ware . M 2 S+M 7+% S 7
21 Coflec M 2z S+M 143 S 7 S 5
22 Tea M z - § 6 S 5 (Max) S 5 o
23 Cycles and Parts thereof. 8 3 s 5 S 7 S s e
24 Paper M 2 S 6 S s{Max) S 5
25 Soap M 2 S+ M 4+3 S 5 S 5
26 Plywood M 2 S+M 4+t S 5 S 5
27 Vegetable Products M 2 S 6 s g s 5
28 Kerosene M 3 ) 4 s 3 ) 4
29 Interra} Combustion Engines | M 2 S 7 s 3 S 10
3¢ Iron and Steel Products . . . . M 2 S+M 4+ M 3 M 3

Note: In respect of Commodities at S1. Nos. 1—3, the rates are specific (Paise per litre) uniess otherwise indicated



TABLE 20:—General Soles Tax Rates s States on commoditics subject 10

Central Excise

(In per cent)

Please see nite on previous page.

‘_Sl;; Commodities Madhya Pradesh Madras Maharashtra Mysore
No. System Rate System Rate System Rate System Rate
1664-65 1964-65 1964-65 196.4-65
1 2 11 12 13 14 15 16 17 18
1 Petrol(Paisc per litre) s 10 S 9 s 11 5_ 9
2 Motor Spirit other than petrol (Paise per litte) s 5 s $ 5. 5 S 5
3 Discl Oil (Paise per litre} S 5 S 8 s L] s 5
" 4 Motor Vehicles |, . . s 10 S 10 s 10 s 10
5 Tyres and Tubes (Motor) s 10 s 10 S 10 S 10
6 Gramophones S 10 S 10 S . 10 S IO- o
T 'Wireless Receiving Sets . s 10 s 10 S 10 s 16 8B
8 Refrigerators and Air Conditioners 8 10 s 10 8 10 S 10
9 Cinematographic Films , . S 10 S 10 s 10 s 10
1o Electric Motars . ., . s 7 s 6 5 s S 6
11 Electric Batteris . . . S 7 s & s 10 S &
12 Electric Bulbs and Tubes . S 7 S 6 s 5 S 6
13 Electric Fans . . . S 7 5 6 D 10412 5 6
14 Electric Wires and Cables . s T S 6 S L3 S 6
15 Cosmetics and Toilets . . s 7 M 2 D 10+2 S 8
16 Pigments and Colours . . ) 6 S 6 5 10 M 2
o e —
1 2 11 12 13 14 15 16 17 13
.17 Cement §J 6 Sy 5 S [ s 6
18 Rubber Products . ] 7 M 2 {sD 3+2 M 3
19 Glass and Glass Ware' . S T M 2 S B Max) M ) ,
20 China Ware . 5 7 s 6 5 3(Max) M 2 .
21 Coffee . . S 7 8 ] s 6 5 )
22 Tea S 6 M 2 s L4 M 2
23 Cycles and Parts thereof. LY 6 S s s 6 S s
24 Paper . . . § 6 M 2 S 5 M 2
25 Sosp . . . . S) 6 S 5 $ - 5 M 2 E
25 Plywood . 5 [ M ‘2 D 3+3 S 3
37 vegetsble products s 6 S 6 s 6 s 6
28 Kerosene . . . . ] 7 ] 5 s 3 5 3
2¢ Internal Combustion Engiaes . S T M 2 D 3tz S 4
30 Iron and Steel Products S 7 M 2 % 31:;: M 2



Tabir 29 : General Sales Tax Rates in States on commeditics sutjeet to Central Excise—concld.
7

{In pcrcent)

iilé_ Lxcizable commoditics Orissa Punjab _ Ustar Pradesh
System Rate System Rate System Rate
(1964-65) {1964-65) {1564-6<)
H z 1y 25 21 22 23 24
Petro]l (Paise per litere) . . . . . 5 9 g 6% 5 7 ;
~- Mlotor Spirit other than petrol (Paise per litre) S g ) 7 S 7 ‘l
3. Diesel Qil(Paise perlitre) s 9 I 69, s 7
4. Motor Yehicles. S 10 S 10 S 10 ) §
§. Tyres and Tubes (Motor) . i 10 S 10 S 10
6. Gramophones . S 10 S 10 S 10
7. Wireless Receiving Sets S 10 S 10 5 10
8. Refrigerators and Air Conditioners S 10 S 10 S 10
9. Cinematographic Films . B, S 10 S 10 S 10
10. Electric Motors . ) 7 S 6 S 7
11. Electric Batteries . . . . . 5 7 S 6 S 7
12. Electric Bulbs and Tubes . . S 7 S 6 s 7
13, Electric Fans . , R S 7 S [ S 7 !
. — T i i i, TR 2 e PP
TaBLe 29—entd.
T_Vi S 2 I% 20 21 22 23 24
14. Electric Wires and Cables | S 7 S 6 S 7
15. Cosmetics ard toilets. S 7 S 6 S
16, Pigments and Colours S 5 S 3 S 6
17. Cement . . . . - S 5 S 6 S 7
18. Rubber Products S 5 S [ M z
19. Glass and Glass Ware S 7 S 6 by 7
20, China Ware _ . . . . . . . S 7 S 6 S 7 3
21. Coffee . . . . . . S 5 S 6 M 2 3
22, Tea . . . . . . 5 5 S 6 M 3
23. Cycles & Parts thereofl . S 7 S 6 S 5
24. Paper . . . . . .« S 5 S 6 M 2
25, Soap . . .- . . . . S 5 5 6 ) 7({Max.)
26, Plywood . . . . . . . 5 5 S 6 M 2
27 Vegetable Products. . S 5 S 6 S 7
28, Kerosene . . S 5 S 1 S 7
29, Internal Combustion Engines . S 7 S 6 S 7
Ircn & Steel Products . 5 5 S 2 3

30.



TaoLy 25 @ Generol Sales Tax Rates in States on comenodities subpect to Crarral State—eonid.

(In per cent}

s Commoditicmsm Andhra Pradesh - Bihar Gujarat Kerals ,
No. System  Rate System  Rate  System  Rate System  Rate
L 1962-51 1963-64 1964-6% 1564-64 |
I 2 k] 4 5 ] T 8 ] | & i
31 Furnamee Ol . . . M 2 StM 4+t 5 a M 3 N
32. Rayon & Synthetic Fibre Yarn M 2 . . s 2 M 3 :
23. Plastics v . . ., . M 2 S+M 7+4 D 3 M 3
34. Asphali & Bitumen . . M 2 S+M 4+3 s 5 M 3
48 SodaAsh . . . M 2 StM 441 5 5 M 3
36, Causiic Soda . M 2 S+M 4+% s 5 M 3 B
37. Glycerine . . . M z S 4 S 2 M £ a
38. Synthetic and Organic Dye Stuff . M -3 S+M 4+1 8 2 M 3
39. Patent & Proprietary Medicines . M z ) 4 S 3 M 1
40.  Acids . . . . M 2 S+M 4+1 Si 2 M 1
41. Gases . . . . ‘M a S+M 4+1 §/D 12/1 M 3
+ 42, Sodium Sylicate . . . . M 2 s 4 5 2 M 3
43. Cellophane . M 2 S+M 4+ S 3 M 3
44. Asbestos und Cement Products . M 2 S+M d+} D 3 M 3
45. Vegetable non-essential oils . M 2 S+M 4+ M 4 M 3
46, Footwear M 2 S+M 4+ 5 5 s L1 ,
47. Copper& CopperAlloys . . M 2 S+M 441 S 5 M 3 ’
fffff e e e m;; TIPS A o
N A e -
TABLE 26—contd.
¢ 2 k| 4 ‘s [ 7 B 9 10
48, Zing . M 2 S+M 4+4 S 5 M 3
49, Alumigiom . . . M 2 s 5 S ] M 3
so. Tin Plates . . . M 2 S+M  a+} s 5 M 3
a1. Woollens Yams . M 2 . . M 2 M 3
$3, Jute Manufactures . M 2 S+M 4+ S i M 3
£3. Mechanical Lighters M 2 s 10 . . 5 o
s4. Matches . . s 5 S 5 8 10 s z -
$5. Piglrom . . . S 2 s F s 2 b 2 3
g6. SteelIngots, . . s 2 5 2 s . 2 5 2
57. Petroleum Products . M 2 S+M  4+} 5 12(Max) S 15
s8. Corion Yarn .. . 5 ¥ . s § 2 s b
59. Silver . . . P M i S 2 M i s i
6o, Salt . .o . e ve . ‘e . .
S==Single Point.
D saDauble Polnt.
ML Multi Foint,

S+ M/S +D ipdicates that the commodiy is subject to both Single and Mauiti- pcint {or Double po

Max, = Maximum.

int) Lax at different rates shown.



TABLE 29 : General Sales Tax Rartes in States on commodipies subject to Central Excise-—contd.

{Inper cent)

~ Excisable commditics Msdhya PrﬂdCSE Madras _ Mahurashtra Mysore B
No. Svsrem Rate System Rawe System Rate System Rote
1564-635 1064-63 1964-65 1964-65
I 2 11 12 13 14 15 16 17 18
31. Furnace Qil. S 7 M 2 S 5 M 2
32. Rayon & Synthetic Fibre Yarn S 7 S 2 S 2 S I
33. Plastics 5 M 2 D 342 M 2
34. Asphalt & Bitumen S 7 M 2 S 5 .. -
35. Soda Ash S 6 M 2 S 5 M 2
36. Caustic Soda S 6 M 2 s 5 S 3
37. Glycerine S 6 M 2 D 3+2 M 2
38. Symthetic and Organic Dye¢ stufl S 6 M 2 D 342 M 2
39. Patent & Proprietary Medicines s 7 M 2 D 3+2 S 3
40. Acids . . . . s 7 M 2 D 3+2 S 3
41. Gases , 8 7 M 2 S Io{Max,) M 2
42, Sodium Sylicate s 6 M 2 s 5 g 3
43. Cellophane . S 6 M 2 S 5 M 2
44, Asbzstos and Cemeznt Products S 7 M 2 D 342 S 3
7.‘( g - L _ s bt SO 5 N SN IoN
- TABLE 29-—contd. ~ o
> ~ R - — - S I - I S
4 1 2 11 12 13 14 15 16 17 18
= R — _
] 435 Vegetable non-essential oils s 2 M 2 s 3 M 2
L 46 Foorwecar . . 5 7 M 2 S 5 M z
N 47 Copperand Copper Alloys . S 6 M 2 S 3 M 2
48 Zinc S 6 M 2 S < M 2
49 Aluminivm . 5 [ M 2 5 2 M 2
5o Tin Plates S 6 M 2 ) 2 M 2
st Woollen Yarns . S 7 M 2 S H S I
52 Jute Manufactures. s 6 5 2 s 2 M 1
53 Mechanical Jighters S 10 S 10 8 10 s 7
s4 Matches s 7 M z s F S 2
ss Pig Iron s 2 s 2 S 2 S 2
56 Steel ingots . . . S 2 5 2 S 2 S 2
57 Petroleum Products S 7 M 2 S s M 2
58 Cotton Yarn 5 1 S ] S 2 S t
59 Silver . . . S R S 3 D P+t s ¥
6o Salt . . . . . v e . . . T
o S=Si;g-lc Point..
D = Double Point.

M= Multi Paint,

itd4
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TaDLE 29 (encral Sala Tax Rawes in Siarer on commodities subjecs o Cemtal Exeisc—eoneld.
{Io pe1 cent)

. s Oriss Punjeb Untar Pradesh .
Na, + System Rme Sysiein Rate System Rate
(r984-63) {1064-55) 1964+65
1 a 19 a0 ir 2 23 14
3% Fumace Qi1 . ' e e e . S 3 ] & 5 6
32 Rayon & Synthetic Fibee Yarn . . . ., ., S 5 5 & 8 4
33 Pl | S . . . . 5 5 5 6 M z
34 Asphalt& Baumen , ., . . . . . 8 [} 5 & S é §
35 SodaAsh , , . . , . . , ., S 5 5 & § 3
36 CasticSods . . . . . . 5 5 S 6 s 7
37 Glysenne | . . . . . . . 8 5 s 6 5 7
38  Synthetic end Organic DyeswfT, . S 5 § 6 5 ¢
39 Patent & Proprietary Medicines . . . . 5 L 8 § S 7
40 Acids . . . . . . ‘ . . 5 L} 5 é S 7
41 Gawes . . . . . . . . S 5 E J 5 7
41 Sodium Sylicate, . . . , . . . 8 5 H 6 S ¥
43 Celiophane , . . . . . . . § 5 s 6 s i

Tasrt 25-—sontd. e ——
1 2 19 0 21 22 23 24
44  Asbestos sl Cement Products . S . s 5 5 : sSfM 7632
45 Vegetabie nop-essential oils . R . . . 5 5 S " "
a5 PFootwear , J . . . . . 8 7 5 6 " :
47 Copperand Caprer Allloys .« +« . . S 5 5 & " ;
48 Zinc e . e e s e oL 8 5 5 & " 4
49 Algminism . . . s .. . 5 3 s 6 ” :
o TinPlates . . . . . . . . S 2 § 62 : :
n Woolien Yarzs . . e e e . . 8 7 3 . < )
€z Jute Manufactures . . . . . . S 7 5 . o A
53 Mechanical Lighters . . . . . . 8§ 7 S 12 S . o
54 Maehea . . . . e e . . . § 2 5 ¥ . s &
g PigTroa . . . - = = - 5 3 5 z :
56 Sieel fpgots . . . . . . . S z s ;; 5
s7 Petroleum Products . . . . . . . 5 k| b S ;
3¢ Cotwon Yarn . ' . . . . . 8 2 s 1 S :
so Slver . . . . - = = o+ - S 1 8 i b

.
.
-
*
.
-
#
.

60 Sakt, . . . .

5 = Single Point Source:—Material furnished by the State Governmenis.
= Sin cint.

D=Doublc Paint.
M = Multi Point.

NotE i~lnformation for Assam, Jammu & Kashmir, Rajasthan and West Bengal is pot readily available,



Tabrt 30 : Growth of Union Excise and Sales Tax revenue
.

Revenuye frm:n Revenue fr-'{m ;['0131 Revenue  National Lxcisc Sales tax Aprregate
Union Sales Tax from Union income revenue as revenue as excine and
Year Tixcines (R crores FExcise and al current percentage of  percentage of salcs tax
(K. crores) Sales Tax prices National National TeVenue a.
{Rs. crores) (Rs. crores; Income Income percentage of
' ’ : Natienal
Income
I z 3 4 5 6 7 8
1350-51 . . . . 67-% 600 127:% 9530 o7 o6 1-3777 7
I1951-52 . . . . Bs 8 590 1448 9970 o-g 06 1-5
1952-53 . . . . 83-0 556 1386 9820 o-8 06 14
1953-54 . . . . 950 626 1576 10480 09 06 15
1954-55 . . . . jok-2 71-6 1798 9610 11 0.7 18 ra
195556 . . . . 1453 780 2233 9980 15 o-7 22 I
1956-57 . . . . 1904 B4-6 2750 11310 1-7 o7 2-4
1957-58 . . . . 2736 117-3 3909 11390 24 10 34
1958-58 . . . . 312-9 1239 436-8 12600 2-5 1-0 3-5
1959-60 . . . . 360-7 1368 4975 12950 2-8 1-1 3'9
1960-61 . . . . 416-4 158-8 5752 14140 29 1-1 40
1561-62 - . . . 4893 1814 670°7 14800 33 1°2 45
1952-63 - . . 5938 208-g Boz-7 . 15400 3-8 1-4 5-2
1963-64 . . . . 7296 268-3 9979 17200 42 1°6 $-8
1964-65 (REV | . . 773°1 2975 1070-6 . . .-
1965-66 (BE) . . . 81g9-2 3159 1135°71 va .e we .

Sources :—
{a) Revenue from Union Excise—Budger documents of the Union Government.
(b) Revenue from Sales 1ax—Budget documents of the State Governments,
() Nationa! Income—White Paper published by the C.5.0.—{Estimate_for 1963-64 is preliminary).

TABLE 31: Sales tax revenue as proporiion gf Tax Revenues of the Stajes

1965-66 (Budget Estimaets)

States Total revenue from Total tax revenues Sales tax revenue
sales taxes® of the States {(ex- as percentags of
(Rs. crores) cluding share of the total tax revenue
Central taxes)
{Rs. crores)
1 2 3 4
Andhra Pradesh . . . . . . . . . . 22:0 654 34
Assam . . . . . . . . . . . . 74 25-0 30
Bihar . . . . . . . . . . . . 18-¢ 50-1 37
Gujarat . . . R . . . . . . 22°6 44-4 51
Jammu and Kashmir . . . . . . . . . . 0-9 34 25 %4
Kerala . . . - . . . . . . . 17-4 37-0 47 b
18-9 51-5 37

Madhya Pradesh . . . . . . . . . .
Madras . . . . . . . . . v . 348 722 48

Maharashtra . . . . . . . . . . 609 1i0-5 5%

Mysore | . . . . . . . . . . . 17-2 43+0 40

Orissa . . . . . . . . . . 8-3 i8-8 44

Punjab . . . . . . . . . . . . 17-0 ‘ 50-0 34 |
. 17 337 35

Rajasthan , . . . . . . . . . .
Uttar Pradesh . . . . . . . . . . 226 82-8 27
WestBengal .0 . . . 4 e« s e a 357 77-2 46
Al Suey N 315°9 7647 4t

__'_'_d—_m N

Source : Budget documents of the State Governments (1965-60)- ;

#Includes General Sales Tax, Central Sales Tax and Sales Tax on Motor Spirit,



TABLE 32 ; Revenuc expenditure ont Natural Galasdties

59-8-91 (61€7) 1 Jo W ZIT~ASL—(ON Y TUW JIOW

P . it , . T (Rs. lakhs)

. States . 1957-58 58-55 59-6G0 &a-6: - &1-62 62-63 63-64  64-6%

Accts, Accts Accls Accts Accts Accts Accis RE.

1 I S 2 3 4 5 6 7 8 9

1. Andhra Pradesh . - . . . . 4 7 6 148 3r g5 97 86
2, Assam . . . . . . . . 46 16 47 61 55 16 39 30
3. Bioar . . R . . . . P " 8o ‘3B3 54 58 128 166 i'z-,v Y]
4. Gujarat ! 13 47 17 163 73
s, Jarmumu and Kashmir ”;::- 35 34 8¢ 33 23 12 38 38
6. Kerula , - f’;ﬁg 3 6 5 4 16 13 B g
7. Madhya Pradesh . . :{1“ 52 112 4 ] 3 1o 18 a7
8. Madras, . * 33 7 21 24 a5 1o B 33
9. Mashareshira ‘i: 23" 70" 45” 5 235 127 63 75
10, Mysome . . . :-.-?: 38 0w 28 57 30 a5 s - 45

1L Nagaland . . . A . . .. .. .. ..

52, Orinsa . . . & H 36 214 ar 186 10§ ar
13. Punjab T . 8 75 16 557 460 ' 66 148 245
14. Rajasthan . . . . . . 13 25 6 17 67 12 156 472
ts. Utar Pradesh . . . — .. 87 122 78 B4 76 170 38 44
16. West Bengal , . . . . . 290 724 92 256 556 4BB 249 00

Source: State Government Budgews (Amounts beoled under the hend Famine Reliel)
*Expe ndirure incurred by the erstwhile State of Bombay.
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