CHAPTER XVIIL

SUMMARY OF RECOMMENDATIONS

Our recommendations to the President in regard

1o devolution of taxes and grants-in-aid of the revenucs
of the States arc sct out below.—

I. Income-tax :

In respect of distribution of the net procecds of

income-tax in cach of the financial years from 1974-

75 to

1978-79:

(1) Out of the net proceeds of taxes on income

in each financial year, a sum equal to 1.79
per cent thereof be deemed to represent the
proceeds attributable to Union Territorics;

(2) the percentage of the nct proceeds of taxes

on incomec, cxcept the portion representing
the proceeds attributable to Union Territo-
ries, to be assigned to the States, should be
cighty:

(3) the distribution among the States jnler se

of the share assigned to the States in respect
of each financial year should be on the basis
of the following porcentages :

State

Percentage
1. Andhra Pradesh . . . . . . 7.76
2, Assam . 2.54
3. Bihar 9,61
4. Gujarat 555
S. Haryana . 1.77
6. Himachal Pradesh . 0.60
7. Jammu & Kashmir 0.81
8. Karnataka 5.33
9, Kerala . 3.92
10. Madhya Pradesh 7.30
11. Maharashira 11.05
12. Manipur 0.18
13. Meghalaya 0.18
14. Nagaland 0.09
£5. Orissa 3.73
16. Punjab . 2.75
17. Rajasthan 4.50
18. Tamil Nadu . 7.94
19. Tripura. 0.27
20. Uttar Pradesh 15.23
21. West Bengal . 8.89
TFotal 140.00

i[. Union Excise Duties

{a) During cach of the years 1974-75 and

! 1975-7
a sum equivalent to 20 (twenty) per cent o

the nat proceeds of Union duties of excise on
all articles lovied and collected in that vear,
excluding auxiliary duti:s of cxcise and cesses
levied wunder special Acts and earmarked
for special purposes, should be paid out of
the Consolidated Fund of India to the States;

(M during the years 1976-77, 1977-78 and 1978-79

o sum equivalent to 20 (twenty) per cent of
the net proceeds of Union dutics of excise on
all articles levied and collected in the respective
year, including auxiliary duties of excise,
but excluding cesses levicd under spectal Acts
and earmarked for special purposes, should
be paid out of the Consolidated Fund of
India to the States; and

(c) the distribution among the Siates of the sum

pavable to the States in respect of cach
financial year should be made on the basis
of the following percentages:—-

State Percentage
i. Andhra Pradesh 8.16
2. Assam . 2.7
3. Bihar 11.47
4, Gujarat 4.57
5. Haryana . 1.53
6. Himachal Pradesh . 0.63
7. Jammu & Kashmir 0.90
4, Karnataka 5.45
9. Kerala 31.86
10. Madhya Pradesh 8.15
[1. Maharashira 8.58
12, Manipur 0.21
13, Meghalaya 0.19
£4. Nagaland 0.11
i5. Orissa 4.06
16. Punjah 1.87
17. Rajasthan 5.00
18. Tamil Nadu . 7.43
19, Tripura 0.30
20. Uttar Pradesh 17.03
21. West Bengal . 7.79

Total . . . . . . . 100.00

IIL. Additional Dutics of Excise:

(1) There is no aced to set apart any guaranteed

amounts Lo the States a5 in our opinion there is no
risk of the share of any Statc 10 the net proceeds of
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additional excise duties falling short of the revenue
realised from the levy of the sales tax on the commodi-
ties subject to additional duties of excise in leu of
sales tax for the financial year 1956-57 in that State;

(2) the nct proceeds of the -additional excise duties
during each financial year be distributed on the follow-
ing basis —

(@) A sum equal to 1.41 per cent of such net pro-
ceeds be retained by the Union as attributable
to Union Territories;

(b) the balance of 98.59 per cent of such net
proceeds be distributed among the States in
agcordance with their respective percentage
shares of such balance as under:—

Pereen-
State tage of
distri-
bution
1. Andhra Pradesh .39
2. Assam . 47
3. Bihar 36
4, Gujarat 9
5. Harvana . . .94
6. Himachal Pradesh . 59
7. Jammu & Kashmir .73
8. Karnataka .62
9, Kerala . 58
10. Madhya Pradesh 98
11. Maharashtra 11.65
12. Manipur

13. Meghalaya

14. Nagaland 08
15, Orissa 59
16. Punjab 68

17. Rajasthan .
18, Tamil Nadu .
19. Tripura. .
20. Uttar Pradesh
21. West Bengal .

Total . . . . . . . 100.00
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IV. Grant in lieu of tax on Railway Passenger Fares :

The grant to be made available to the States in lien
of tax under the repealed Railway Passenger  Fares
Tax Act, 1957 be distributed among the States as
under:—

Percent-
State age
share

1. Andhra Pradesh . . . . . . 8.01
2. Assam . . . . . . 2.70
3. Bihar 10.58
4. Gujarat 7.47
5. Haryana . . 2.37
6. Himachal Pradesh 0.17
7. Jammu & Kashmir 0.02
4. Karnataka . 3.47
9. Kerala . . . . . . . . i.61
10. Madhya Pradesh . . . . . . 9.89
11. Maharashtra . . . . . . 8.87
12. Manipur . . . . . . ..
13. Meghalaya . . . . . . -
14. Nagaland . . . . . . . 0.01
15. Orissa . . . . . . . 2.24
16. Punjab . . . . . . . 5.06
17. Rajasthan . . . . . . . 6.59
18. Tamil Nadu . . . . . . . 5.14
19. Tripura. . . . ; . . . 0.02
20. Uttar Pradesh . . . . . . 19.85
21. West Bengal . . . . . . . 5.73

Total . . . . . . . 100.00
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V. Estate Duty :

(1) Qut of the net proceeds of the estate duty in
cach financial year, a sumequal to 2.5 per cent thereof
be retained by the Union as being the proceeds attri-

butable to Union Territorics; and

(2) the balance of net proceeds be distributed among
the States in accordance with the following principles;

(a) Such balance be first apportioned between
immovable property and other property in
the ratio of the gross value of all such pro-
perties brought into assessment in that year;

(b) the sum thus apportioned te immovable
property be distributed among the States in
proportion to the gross value of the immovable
property located in each State and brought
into assessment in that year; and

(c) the sum apportioned to property other than
immovable property be distributed among
the States in proportion to the population
of each state, namely:

State Percentage

1. Andhra Pradesh . . . . . . 3.04

2. Assam . . . . . . . 2.70

3. Bihar . . . . . . . 10.41

4. Gujarat . . . . . . . 4.93

5. Haryana , . . . . . . 1.86

6. Himachal Pradesh . . . . R 0.64

7. Jammu and Kashmir . . . . . 0.85

& Karnataka | . . . . . . 5.41

9. Kerala . . . . . . . 3.94

10. Madhya Pradesh . . . . . . 7.70
11. Maharashtra . . . . . . 9.31
12. Manipur . . . . . . . 0.20
13. Meghalaya . . . . . . . 0.19
14. Nagaland . . . . . . . 0.10
15. Orissa . . . . . . . 4.05
16, Punjab . . . . . . . 2.50
17. Rajasthan . . . . . . . 4.76
18. Tamil Nadu . . . . . . . 7.61
19. Tripura . . . . . . . 0.29
20. Uttar Pradesh . . . . . . 16.32
21. West Bengal . . . . . . . 8.19
Total . . . . . . 100.00

V1. Grant on account of wealth tax on agricultural
property 3
The grant to be made available to the States be
distributed among the States in proportion to the value
of agricultural property located in each State and
brought into assesament in each year.

VTII. Grants-in-aids :

The following States be paid the sums specified
against each of them as granis-in-aid of their revenues
in the respective years indicated in the table below,
under the substantive part of Clause (1} of Article 275
of the Constitution ;—
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{Rs, crores)

Grants in-aid to be paid in

1978-79

9.0

Yotak
amount to e e - .
Stiite be paid in 1974-75 1975-76 1976-77 1677-78
the five
vears
1. Andhra Pradesh 205.93 4783 3.4 41.89 19.45
2. Assam 234 .53 49 66 51.33 50.60 51.35
3. Bihar 106.28 18.78 23.92 JF.12 21.53
4. Himachal Pradesh 160.96 31.72 12.02 3218 32.42
5. Jammu & Kashmir 173.49 34.57 34.65 34.73 34,83
6. Kerala 208.93 43 .85 43 .46 41.19 40.92
7. Manipur 114.53 21.05 21.97 22.85 23,84
8. Meghalaya 74.67 13.61 14.23 14.90 15.63
9. Nagaland 128.84 23.77 24.68 25.72 26.77
10. Orissa 304 .73 56.97 60.11 61.C0 62.56
11, Rajasthan 230.53 49.30 48.57 46.05 44.30
12, Tripora 112.50 20.66 21.53 22.44 23.45
13, Ultar Pradesh 198 .83 21.61 3.9 19.23 4910
14. West Bengal 234.86 53.29 49.27 46.57 44 .55
Total 2509.61 4R1.67 503.12 500.44 510.70
OUR RECOIMENDATIONS ON OTHER TERMS e e
OF REFERENCE State

I. Financing of Relief Expenditure

In the light of our analysis of the advantages and
disadvantages of the establishment of a National Fund,
and the views cxpressed by the State Governments
we have concluded that the establishinent of a National
Fund, fed by Central and State contributions. is neither
feasible nor desirable. At the  same time the
present arrangements for providing assistance to the
States for meeting expenditare on relief operations
need to be completely overhauled. Detailed pro-
grammes of both medium  and long term sig,r_uﬁcance
for permanent Improvement of the areas tiable to
drought and flood should be drawi up with the atmost
argency and these programmes fully integrated with
the Plan. We strongly irze that instead of incurring
exrenditure on relicf on @/ foe basis on schemes of
dubious value, provision should be made on a much
lnrger seale for development of drought and flood-
prone areas in the Fifth Plan both in the Stale and
Central sectors. Any assistance which is provided
to the States for purposes of relief in this maneer would
be subject to the overall ceiling of Central assistance
for the Plan perind o5 a whole, At the wame time
we feel that the provision of a reasonable margin in
the forecasts of State expenditurc should be constdered
as o legitimate charge on the reveaue accounts ol
fhe States.  We recommend the follrwing annual pro-
visions under <64 --Famine Reliel™ for different States.

§/19 M of Fin/73—§5.

.- -Andhr; Prachﬂh
. Assam

. Bihar

. Gujarat

. Haryana
Himachal Pradesh

. Jammu & Kashmir

., Karnataka

. Kerala

. Madhya Pradesh
. Maharashtra

. Manipur

. Meghataya

. Nagaland

. Orissa

. Punjab

. Rajasthan

. Tamil Nadu .

. Tripura

20, Uttar Pradesh

. West Bengal .
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We have taken these figures into account in arriving
at the grants, if any, needed by the States under Article
275 of the Constitution.

II. Changes in the terms of repayment of Central Loans

We have made an assessmeat of the non-Plan capital
gap of the States on uniform and comparable basis for
the five years ending with 1978-79. The methodology
adopted by us and the State-wise non-Plan capital gaps
as assessed by us are indicated in Chapter XVI. In
the light of this assessment, we have made a general
review of the States’ debt position with particular
reference to the Central loans advanced to them and
likely to be outstanding as at the end of 1973-74 and
have recommended chauges in the existing terms
of repayment having regard to all rclevant factors
including the overall non-Plan gaps of the States,
their refative position, the purposes for which the loans
have been utilised and the requirements of the Centre.
Our proposals for consolidation of outstanding Central
loans and revision of their terms of repayment are
estimated to ensure relief in the amount falling due for
repayment by the States to the Centre over the period

New Delhi
October 28, 1973.
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1974-—79 as under :—

— !
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State

. Andhra Pradesh

Assam
Bihar

. Gujarat

Haryana

. Himachal Pradesh
. Jammu & Kashmir
. Karnataka

. Kerala .

. Madhya Pradesh

. Maharashtra

. Manipur

. Meghalaya

. Nagaland

. Orissa

. Punjab

. Rajasthan

. Tamil Nadu .

. Tripura .

. Utiar Pradesh

. West Bengal .

Total

(Rs. crores)
Estimated relief in
repayment of loans
to Government of
India during Fifth
Plan period on the
basis of our pro-

posals

191.20
162.49
133.35
36.25
33.14
34,57
133.43
127.04
109.77
87.16
66.58

1969.62
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