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(At this stage, some hon. Members led
the Chamber.)

SHRI GURUDAS DAS GUPTA: We
want a Committee of the House. He does
not agree to this. In protest we walk out.
We shall see that Mr. Sontosh Mohan
Dev is not able to carry out his
programme.

(At the stage some hon. Members left
the Chamber.)

SHRI S. JAIPAL REDDY: We shall
take it both to courts and to streets.

(At this stage, some hon. Members left
the Chamber.)

I. THE UNION DUTIES OF EXCISE
(DISTRIBUTION) AMENDMENT
BILL, 1998

II. THE ADDITIONAL DUTIES OF

EXCISE (GOOD OF SPECIAL
IMPORTANCE) AMENDMENT
BILL, 1995

THE VICE-CHAIRMAN (MISS
SAROJ KHAPARDE): Now, we take up
the Union Duties of Excise (Distribution)
Amendment Bill, 1995 and the
Additional Duties of Excise {(Goods of
Special Importance) Amendment Bill,
1995. We are discussing them together.

Shri Pramod Mahajan. Not present,

May I request the hon. Minister, Dr.
Manmohan Singh?

THE MINISTER OF FINANCE
(SHRI MANMOHAN SINGH): Madam,
I beg 1o move:

“That the Bill further to amend the
Union Duties of Excise (Distributin)
Act, 1979 as passed by the Lok Sabha,
be taken into consideratin.”

Madam, 1 also beg to move:

“That the Bill further to amend the
Additional Duties to Excise (Goods of
Special Importance) Act, 1957, as
passed by the Lok Sabha, be taken
into consideration.”

Madam, the above two Bills have
already been approved by the [,ok Sabha
on Ist August, 1995.

2738 RSS/97-—43

[RAJYA SABHA]

Amendmernt Bill, 1995 674

The two Bills which I have moved
today, arise out of the recommendations
of the Tenth Finance Commission which
have been accepied by the Government.
The Report of the Commission along
with the Explanatory Memorandum as to
the action taken thereon by Government,
was placed on the Table of the House on
14th March, 1995.

Madam, the first Bill provides for
sharing and distribution of basic excise
duties. The Tenth Finance Commission
has recommended 47.5 per cent of the
Union excise duties on all commodities,
should be paid to States during the
period from 1995 to 2000. 40 per cent are
recommended for distribution to all the
States while the remaining 7.5 per cent
are earmarked for distribution exclusively
to the deficit States in proportion to their
post devolution deficits as assessed by the
Tenth Finance Commission. The
estimated transfer on this account to the
States during the five years 1995-96 to
1999-2000 is of the order of Rs. 121692
crores.

The second Bill seeks to give effect to
the recommendations for the distribution
of the net proceeds of the additional
duties of excise levied on sugat, tobacco,
cotton fabrics, woollen fabrics and man
made fabrics. As the House is aware,
these duties are being levied from 1957
with the consent . of the State
Governemnts and are in lieu of the sales
tax levied by them on these commodities.
The scheme provides for the distribution
of the entire collections, other than the
portion of the proceeds attributable to
Union territories, among the States in
accordance with the principles
recommended by the Finance
Commission. The transfer to States on
this account during the five year 1995-96
to 1999-2000 is estimated to be Rs. 19986
crores. The above two Bills were
introduced in Lok Sabha on 8.5.1995 and
19.5.1995 respectively.

May I take this opportunity to bring to
the kind notice of the Hon’ble Members
that the two bills on Union excise duties
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and Additional ‘excise duties were
referred 1o the Standing Committee on
Finance by the Hon’'ble Speaker, Lok
Sabha. These two bills were considered
by the Standing Committec and approved
without any amendments. The reports of
the Standing Committee on Union duties
of excise and Additional duties of excise
were presented to Lok Sabha and copy
laid in Rajya Sabha on 31.5.1995 and
1.6.1995 respectively. As the " Budget
Session ended on 3.6.1995 with the
adjournment of the Parliament, these two
Bills  could not come up for
consideration. Hence in view of the
urgency of the matter to release the share
of States in Union duties of excise and
Additional duties of excise, the Hon’ble
President promulgated two Ordinances,
namely, the Union Duties of Excise
(Distribution) Amendment Ordianance,
1995 and the Additional Duties of Excise
{(Goods of Special Importance)
Amendment Ordinance, 1995 on
18.7.1995. A copy each of the statement
explaning the circumstances  which
necessitated the immediate legisiation’ by
Ordinances have already been laid on the
Table of the House.

In conclusion, may I reiterate that our
decision on the recommendations of the
Finance Commission reflects the
Government’s firm commitment to the
objective of harmonious federal fiscal
relations which is an essential pre-

requisite for accelerated apd balanced
economic growth. 1, thercfore, request

that these Bills may be taken up for
sonsideration and return.

(The Vice-Chairman, (Shri V.
Narayanasamy) in the Chair.)

SHRI SATISH AGARWAL
(RAJASTHAN): Thank you very much,
Mr. Vice-Chairman, :for the opportunity
to initiate a discussion on a very vital
subject as this concerns the Centre-State
relationship.

The two Bills, which have been
introduced by the hon. Minister for
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Finance are in pursuance of the
recommengdations of the Tenth Finance
Commission, which was constituted by
the President of India under article 280 of
the Constitution of India.

Before coming to the other issues,
which I shall be raising here and which
will not pertain only to my State of
Rajasthan, but will be pertaining to other
States as well, because this is the Council
of States and all the States are
represented by varioug Members from
various parties in this Heuse. So, 1 will
try to reflect not only my: viewpoint, but
will try to blend the ideas practically of
all the hon. Members of all States and 1
scek support from them on this issue,

Firstly, 1 have one serious objection
with regard to the composition and
constitution of the Finance Commission.
Under article 280, it has been laid down
that every five years there shall be a
Finance Commsision. Now, this Finance
Commission is to assess and allocate the
resources between the States and the
Centre. States are also a major partner in
certain Central duties and they would like
to have a share of the Central cake, as
they have been demanding since long.
So, I have a very strong objection to the
composition of the Finance Commission
where none of the Opposition political
parties or Members belonging 1o
Opposition States, be they West Bengal,
Rajasthan, Madhya Pradesh, Gujarat or
CPI, CPM or BIP are having their points
of view. More than 50 per cent of the
States in India are ruled by these parties
and they do not find a place in the
composition of the Finance Commission.

4 PM.

So, I demand that some sort pf
statutory provision should be added
either in the Constitution or in the
Finance Commission Miscellaneous
Provisions Act, 1951, Act No. 33 of 1951,
Whereby at least one-third members of
the Commission should always be from
the non-ruling parties, whether we are in
power or the Congress party is in power.
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Secondly, the Ninth  Finance
Commission was constituted in 1989 and
they submitted their report up to 1994,
Now, in this case also see how casually
the Government dealt with the
Commission. Out of four members, two
members have resigned. Dr. C.
Rangarajan, Member, resigned on the
21st December, 1992. The Commission
was constituted on the 15th June, 1992.
He resigned just six months after and his
vacancy remained unfilled till 14th
October, 1993. Practically for eleven
months or ten months this vacancy was
not filled up. The Member-Secretary,
Shri N.C. Gupta, also resgined on the
31st January, 1994, practically at the fag
end. Thereafter somebody else was made
in-charge of it because Shri Gupta was
appointed as the Chief Secretary of the
Haryana Government. What was the
necessity to shift him? He was a Member-
Secretary of the Commission. Why do
you shift people like this? The
Commiission’s work suffered. That was
one of the reasons why the Finance
Commission sought an extension of time
from the President of India for submision
of its report. They made a mention about
it in their introductory part. That is why
they recommended that there should be a
permanent Finance Commision Division
.in the Ministry of Finance, instead of a
cell which is working at the moment. So,
I strongly feel that a Finance Commission
Division should be
Ministry of Finance so as to monitor all
these things continuously during the five
year period. Now, this is with regard to
the composition and with regard to the
seriousness that should be attached to the
working and functioning of the Finance
Commission.

Thirdly, there has been an increasing
demand from the States for a share from

the Central resources. Looking to the

federal polity and looking to the
challenges that the Indian polity is now
facing, I think that the States need 3
greater share in .the Central . resources.
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Instead of receiving grants from the
Centre, the States should have a sense of
participation in the governance of this
country; and they should be made equal
partners in the share of Central tax. The
Finance Commission considered this
point of view and they an alternative
source of devolution. They fixed 29 per
cent out of the total Central taxes and
this percentage of share should go to the
States; and 71 per cent should remain
with the Centre. Now, they have given
them the time to implement this
recommendation after cetain
Constitutional amendments. This should
be implemented from 1.4.96. They have
made this recommendation. But 1 do not
know whether the Government is sincere
about it. - I think that it is a good
suggestion. In fact, it could have been
implemented right from 1.4.95.

What is the necessity of taking up
schemes in the Central Sector when these
schemes lie exclusively in the domain of

the States? For example, rural
development, poverty alleviation,
employment generation, irrigation,

agriculture, animal husbandry, primary
education, elementary education and so
on and so forth. There are various
subjects, which, according to the
Constitution, lie in the domain of the
States. Now, the Centre is having
Centrally-sponsored schemes, providing
funds fror them from the Central Kkitty.
fnstead of doing that, it is better you
transfer more resources to the States.
According to me the recommendation
which the Finance Commission made
with regard to the sharing of the Central
taxes or more divisive pool from 1.4.1996
should have been implemented from
1.4.1995 itself.

It would have given, I may say, more
appreciation for the Finance Minister.
Now you are passing the buck on 40 the
next Government. God knows whether
you will come to power or we will come
to power the next time, but you should
have done a good thing right now. Seo,
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this alternative scheme of 29 per cent in
the total divisible pool should have been
implemented from 1995 iseif.

Secondly, the States have been
hankering for more share in excise duties,
more share in customs duties, corporate
tax, income-tax, this tax and that tax.
You have accepted the recommendations
of the Finance Commission. I have no
doubt about it. I think the Government is
for accepting the recommendations of the
Commissiori. If, by this alternative
scheme, the States could get more shares,
the States would have been your real
partners - in  the economic reforms
programmes. Now the Centre and the
States are not at one wave-length. Their
wave-lengths are different. And you are
treating them differently. This is another
thing.

Thirdly, according to the first bill,
Rs. 1,21,692 crores are to be given to the
States for these items which have been
mentioned here. The total transfer to the
States between 1995 and 2000 will be
Rs. 1,21,692 crores for the Union excise
duties and Rs. 19,986 crores against
additional excise duty. This is given in
the Finance Commission’s report. The
Finance Commission estimated the total
tax revenue of the Centre for the next
five-year period. According to that
assessment, I am sorry to find in the
Finance Commission’s report, for the
period 1995—2000, the estimate by the
Finance Ministry was Rs. 8,34,400 crores
whereas the Finance Commission said,
“*No, this is wrong’. It did not accept
your, assessment and cvaluation. It said
that the total tax revenue would be Rs.
9,25,040 crorcs which means that there
was a difference in evaluating, in
assessing or in estimating the total tax
revenues for the next five-year period.
The difference was Rs. 90,640 crores.
The Finance Ministry’s recommendations
for five years was Rs. 6,46,517 crores.
The Finance Commission said, “No, Rs.
7,16,511 crores.” Why should the Finance
Ministry which is the grandmother
Ministry should try to vlay deception
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even on the Finance Commission? Why
should it give wrong estimates? Why
should it give wrong figures? If you have
to part with more money, let it be more
money. It will go to our States. They are
our States. They. are federating States.
They are a part of the Union. The
Finance Commission declined to accept

this sort of deception played on it by
giving wrong estimates. It gave its own
asscssment and cvaluation so far as the
devolution of taxes was concerned. So far
as the Centre-State treaty is concerned, 1
think it was not fair on the part of the
Finance Ministry to have behaved like
this.

Fourthly, we have amended the law.
We have amended the Constitution.
Article 280 also has been amended. A
provision has been made to bring
‘measures neceded to augment the
Consolidated Fund of the State to
supplement the resources of the
panchayats in the State on the basis of
the recommendations made by the
Finance Commission of the State’.
Nothing has been provided to the States
for augmenting the resources of the State
so as to part with the money for the local
institutions like panchayats and
municipalities. They are not going to get
anything out of this particular measure,
out of the recommendations of the
Finance Commission. I do hope that the
Finance Minister will clarify the position
in this behalf as to how much is being
diverted to the States or to the wvarious
panchayat raj institutions, municipal
councils and municipal boards. I find
practically no provision so far as this
particular measure iS concerned.

Now, Sir, excise duties are being
divided with the States. Previously,
probably, befoare 1979, 20 per cent was
the share of the States in excise duties. It
was only in 1979—1984, probably when
Dr. Manmohan Singhji was looking after
the Finance Ministry --if my memory
does not go wrong—-when the Seventh
Finance Commission_ recommendations
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were accepted by him while being in the
Finance Ministry, and as Secretary,
Economic Affairs, he was very generous
to the States that the excise duty share
was raised from 20 per cent to 40 per
cent. Probably it was during v1978 or
1979. It was doubled practically from 20
per cent to 40 per cent. It was done
during the Janata Party regime. I am not
taking credit for that. But what 1 am
saying is: “What have you done?” It was
raised to 45 per cent. 1 have got a
complete chart of the recommendations
of all the Finance Commission, right from
the First Finance Commission to the
Tenth Finance Commission. But it will
take more time for me to read all that.
Now, in the Tenth Finance Commission
Report,- they have recommended that
instead of the existing share of 45 per
cent, the States. should get not only 45
per cent out of the total excise duty, but
they should also get 47.5 per cent. But
out of 47.5 per cent, the actual share of
the States has been fixed at 40 per cent.
7.5 per cent is on other considerations
which every State will not get.
Practically, we have reduced their share.
The " Srates were getting 45 per cent
share. No you have reduced their share
to 40 per cent. I have a grousc on that
score. You have reduced it. Here you
have increased it from 45 per cent to 47.5
per cent. There is an increase of 21 per
cent. There is no doubt about it. But you
have.decreased thé share of the States
from 45 per cent to 40 per cent and 7.5
per cent is on other considerations.

So far as income-tax is concerned, you
have reduced it from 85 per cent to 77.5
per cent. Here you have reduced it by 7.5
per cent. That is all right. Byt you have
not included the corporation tax for divi-
sion. You have not included many other
things in the Customs pool. Okay, You
have not done it this year. You should
have done it, according to me, so that the
States would get a great benefit out of it.
And then one thing more. If the States
are partners in the.excise duties and as
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they are going to be partners in the other
Central taxes from next year onwards, as
1 said earlier, there should be representa-
tion on the Finance Commission and if
the Constitution is to be amended, you
amend it and increase the number of
members from five to seven. 1 don't mind
it. Let it be seven members. But they
should have equal and proper representa-
tion in the Finance Commission.

While I was going through the latest
Audit Report of 1995, 1 was surprised to
see that at page 106-Exemptions-under
sub-section .1 of the Central excises and
Salt Act, 1944, during the years 1992-93
and 1993-94, the exemptions are as
under:

1 don’t want to go into a number of
cases. The estimated amount of duty
foregone-this is at page 107-under sub-
section 1, the total comes to
Rs. 21,290.97 crores. 1 think there is
something wrong. Either the figures are
wrong in this Audit Report or there is
some other defect. It cannot be that
much. I was shocked and I am shocked.
So, you have to clarify this position,
whether Rs. 21,290.97 crores is the cor-
rect figure or not.

In another case, under sub-section 2,
you gave exemptions for Rs. 4,083.63
crores. You' are granting exemption after
exemption. You are giving so much relief
in the excise duty. Last year, You gave
more than Rs,. 1,900 crores relief to the
¢onsumers but the industry did not pass
on that particular relief to the consuiners.-
The industry was allowed relief last year
as well as the yecar before last also when
the question was raised in this House.
But the industry is cheating the consum-
ers. You are passifig on the benefits to
the industry but the industry absorbs it
and does not pass it on to the consumers.
So, so far -as exemptions are concerned,
this is the position.

So far as the outstanding demands are
concerned, at page 108, the total number
of cases as on 31.3.94, mentioned here is
79.543. The amount involved is
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Rs. 35,075.85 crores. This is the out-
standing demand. This is mentioned in
the Audit Report:

*The amount of excise duties asses-
sed provisionally and pending final-
isation and the amount of revenue
involved as on 31 March 1993 and
31 March 1994 are indicated
below. ...”

1 am giving the figures of 1994—

“Pending decision by Courts of

Law .
Pending decision by Govt. of India or
Central Board of Excise & Customs
Pending adjudication by the depart-
ment

Pending finalisation of classification .

lists
Pending finalisation of price lists
Other resons

The amount involved is
Rs. 77,481 crores, and in respect of
pending adjudication by the depart-
ment alone, the figure is Rs. 74,472
crores.”

I do not know whether the figures
given in the Audit Report are wrong. if

they are wrong, correction slips should be

issued to us. These are mind- boggling
figures. There- are such large amounts
outstanding, there are so many absten-
tions, refunds, short-levies, underassess-
ments. There are other instances also. I
do not want 1o take the time of this hon.
House, and I think the hon. Finance
Minister has got my point and he will set
the House in order because this hon.
Hpuse, and I think the hon. Finance
Minister has got my point and he will set

the House in order because this House is

constituted of representatives of various
States and States are a partner in the
share of taxes. So we are worried about

it. And we are a partner to the extent of

41.5 per cent. Practically, equal partner-
ship is there. We are equal partners. So,

we have an interest in the smooth, cffi- |

cient and non-corrupt functioning of the
Department. Sir, 1 am not dwelling on

{16 AUG.

[

1995} Public Importance 684

the other points which are- eontained in
the Audit Reports. Only these two. or
three points I have brought t6° vour
notice.

Now, I have got one case here and that
is of tax evasion. Evasion of duty has
become a common feature, these days,
whether it is income tax or corporation
tax, whether it is excise duty or customs
duty. You have to strengthen your
machinery. I am sorry to say, I am only
citing one recent press-clipping which has
appeared in a newspaper—this is dated
2nd of August, 1995——SSWhereby the
Excise Department has recently acquired
powers in the 1995-96 Budget to raise the
net excise demand of the Company from
Rs: 803.78 crores to about Rs. 1,250
crores by charging interest on the out-
standing that was not paid by ITC bet-
ween 1983-84.” And it is onc company,
ITC! Rs. 1,250 crores! I am not referring
to other farge industrial houses. What do
we do about it? Ultimately, you also
suffer. The Centre also suffers and the
States also suffer. So far ds these excise
duty evasions or other tax cvasions arc
concerned, 1 do hope that you will take
effective steps for improving the efficien-
cy of the Department.

Sir, one thing more 1 would like to say
here and that is with regard to the
performance of the States, the fiscal posi-
tion of the States. Mr. Minister, you have
been now proclaiming from the house-
tops regarding the new Economic Re-
forms Policy. You stand for it. Partially,
on certain counts we also supported you
when you delicensed, when you decon-
trolled, when you tried to deburcauc-
ratize, which you have not been able to
do so far, but, Mr. Finance Minister,
what is the position of actual functioning
of the Government? 1 am not joining any
issue with you at the moment. Now our
economy. is a surplus economy. 1 quote
from the Finance Commission’s recom-
mendation itself so as to put the record
straight because the general impression is
that everything went wrong in 1991, That
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is the general impression. 1 am not join-
ing issues with you on this, but what does
i‘t say? Para 2.6: “From a revenue surplus
the cconomy moved into a state of con-
tinuous deficit on revenue account in
1982-83. While in 1975-76 there was a
revenue surplus of about 2.5 per cent of
Gross Domestic Product, 1990-91 revenue
deficit reached 3.6 per cent and is esti-
mated to be about 5 per cent of GDP in
1993-94."

*This rise has been even faster than
that in the fiscal deficit which in-
creased from 6% in 1974-75 to 12% in
1991, It is estimated to be 11.5% in
1993-94.

It is 11.5% in 1993-94. Nobody has
come to know so far from your. answers
in the House that the -fiscal deficit has
been 11.5% in 1993-94. There is a
graphic presentation.

“The change in the fiscal regime in
1992-83 from revenue surplus to re-
venue deficit has meent that what was
carlier a non-debt creating source of

. financing has become a source of ris-
ing internal indebtedness. In other
words, while revenue receipts used to
conver a part of the capital expendi-
ture, now an increasing part of the
capital receipts are used to finance
revenue expenditure.”

It this a hcalthy statc of affairs; No, it
is not. The Fianance Minister will also
agree with me on this count. But, hon-
ourable Doctor Saheb, my csteemed col-
lcague, may I pose a question to you in
this very context? What was the position,
the total balance-sheet of the Govern-
ment of India, in 1977-78? Whatever has
been commended by the Finance Com-
mission, I take it a step further. Your
public debt has been rising phenomenal-
ly, which you have admitted in this
House. The borrowings are not being
used for creation of capital assets. You
arc borrowign and borrowing only for
consumption. This will be clear from one
statistics and that is this. According to
the asscts and liabilities, your total assets
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in 1994-95 were Rs. 3,55,000 crores and
liabilities were Rs. 5,33,000 crores. As-
sets Rs. 3,55,000 crores and liabilities Rs.
5,33,000 crores! It meant there was a gap
of Rs. 1,78,000 crores. Whatever you
have borrowed, during the last four year,
from 1991 to 1995, you have consumed
more than a hundred thousand crores of
rupees for your daily current account
expenditure. Is it a healthy state of af-
fairs? So far as the public debt is con-
cerned, in 1978 the internal debt was Rs.
19,000 crores and the external debt was
Rs. 9,000 crores. The total debt was Rs.
28,000 crores in 1978 when you were
looking after the cconomic affairs of the
Ministry. That has gone up and that will
go up to Rs. 6,91,511 crores by March,
1996, as you have stated in an answer 1o
my question dated 8th August. I have got
that question and answe with me. This

“will go up to Rs. 6,91,511 crores from

Rs. 28,000 crores over a period of 15
years. It is practically more ,than 40
times. What have you done? You have
borrowed money and used it for -your
consumption purpose. This is a very un-
healthy state. Howesoever loud you may
cry over the economic reforms, unless
you go deep into the micro economic
issues, things will not improve. What has
been the achievement? Now Mr.*Jagesh
Desai will be suiprised to know what our
achicvement has been. I don’t want t6 go
into. the details because my other friends
are also going to speak. I am not going to
take more time. Your public debt has
gone up. Your liabilities are more than
yOIll' assets.

THE VICE-CHAIRMAN MISS SARO)
KHAFARDE in the chair

The interest equals the total borrow-
ings in a ycar. Now you are talking of
poverty. You have recently submitted
Supplementary Demands for Grants to
the House for approval and we have
passed them under compulsion because
the situation has demanded- it. Mr. Fi-
nance Minister, kindly look at page 4 of
the Mid-term Appraisal, which you might
not have got by now becausc you are not
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in good terms with the Planning Commis-
sion Chairman. What is the figure?
Trands and incidence of poverty, 1987-88
to 1994-35—Expert Group Methodology.
In 1980-90, the incidence of poverty was
34.3 ‘per cent in 1994-95. This is the
position of the last five to six years. The
is the position of the last five to six years.
The incidence of poverty is rising. People
living below the poverty line are increas-
ing. Now you are coming up with so
many schemes which were not budgeted
for in 1995 Budget. On the cven of
elections you have announced certain
schemes. You have announced these an-
nounced_certain schemes. You have an-
nounced these schemes. You have an-
nounced these schemes because you want
to win over the electorate which I hope
will not be cheated this time because they
are being cheated for long. So, the posi-
tion is not going to improve. 1 feel that
the Central Government should first put
its own house in order. Under the Plan
for

claamity relief fund, you have only
provided Rs. 4.728 crores for five ycars.
In Rajasthan there is so much of flood
and the Army has been called in. Two
hundred villages have been submerged in
water. Now, the Central Government will
give ‘Rs. 4,728 crores and the States will
contribute Rs. 1, 576 crores. The upgra-
dation grant for five years is only Rs.
2,608 crores and in the National calamity
Releif Fund you have provided Rs. 700
crores., What for is this Rs. 700 cores?
You are bringing additional schemes
which are not budgeted for in the 1995
Budget. You want to win over the people
by announcing these schemes. You used
to denounce the TDP Government in
Andhra Pradesh and other State Govern-
ments. You said that these were such
popular measures which the country
could not afford, which the

economy could not afford. How will the
Central Government afford it? This fiscal
profligacy is being resorted to in a much
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larger manner by the Central Govern-
ment than by the States. If you look at
the figures of the States, their revenue
position, their fiscal position, is better
than that of the Centre. So, instead of
giving more grants, give them more
share, make them partners in develop-
mental work, give them their due share
and look after the depatment for realising
all these dues. So far as the composition
of the Commissions for future is con-
cerned, you give due_representation to
the States, to the Opposition-ruled States
and also the Opposition point of view.
The devolvement and devolution of re-
sources should not be one sided so far as
the States are concerned. The States are
the foundations of our democracy. They
have to look after the problems of the
people. They have to look after the
irrigation problems. They have to lock
after agriculture. They have to look after
the rural development programmes. They
have to look after all these things. So far
your role is concerned, there is nothing
much for you to do here. But, you are
unnecessarily having these Centrally-
Sponsored Schemes and you are trying to
impress upon the people that you are
giving money for these schemes. Of
course, you are giving money But, why
should this segregation be there? So, for
God's sake, please be sincere to your job
and don’t be under compulsions. 1 know
that you don’t have a political clout. You
are and intelligent person. But, you have
to depend upon others -and sometimes the
feeling is that you are helpless in certain
matters.

SHRI ASHOK MITRA (WEST BEN-
GAL): Now he has political power.

SHRI SATISH AGARWAL: No, he
does not have political power. 1 don't
agree with you. He is not a political
personality. He is not a political creature.
He does not have that tendency at all.
With these words ....(Interruptions). So
far as Dr. Manmohan Singh is concerned,
he will not mind it. If he can go to the
South-South Commission. and present a
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report, he can come to the Congress and
present another report. After all, he is a
technocrat, he is a bureaucrat. He is not
a politician of the kind that are generally
available here. That is why he is re-
spected the most. When he resigned the
whole country shivered, the whole Con-
gress party shivered. If Dr. Manmohan
Singh goes on the JPC report.....

SHRI ASHOK MITRA: The Congress
party shivered , not the whole country.

SHR1 SATISH AGARWAL: Whatev-
er it is. The whole Congress party, the
Treasury Bench shivered. Dr. Manmohan
Singh, you are just like a Gai 9&ag M X
9 feg@A @ gaen P | 9 TRl @ i
R I o WA feg 3 W gy A ]-@ Q)
2, w9, D A B, Ao D,
fusawide & wmel , TN S TEEA
Rest i 9 WP e w02 ¥ Bt
sER FEA fie A AR # A wE-yEe
& A1 (smEEm) ...

THE  VICE-CHAIRMAN (MiIss
SAROJ KHAPARDE): Dr. Manmohan
Singh is not the regulation. Come to the
point.

SHRI SATISH AGARWAL: Madam,
what 1 am saying is that he is being
utilised by the Treasury benches. -He is
peing utilised as a shield to shield the
corrupt officers and corrupt burcaucrats
in the Government and in the Ministry.
He is respected by everybody. Who in
this whole House, from the Opposition,
can raise a finger against him so far as his
personal integrity is concerned? Who can
raise a finger against Mr. Antony? There
are good people in the Congress party,
maybe, one per cent, but there are
people who are being used as shiclds to
save the corrupt people. You should not
permit them to do it. With these words 1
thank you for the patient hearing. I do
hope the House will support me so far as
my views on the Excise Duty are
concerned.

2738 RSS/O7-—44
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SHRI1 JAGESH DESAI
(Maharashtra): Madam, Vice-Chairman,
first of all T compliment Shri Satish
Agarwal because he has choed the views
of many Members of this House who
represent the States. The Tenth Finance
Commission has recommended that all
the taxes should be pooled together,
whether it is corporation tax, excise duty
or income-tax, and then the share of the
States should be determined. In this way
the ‘States can manage their finances and
their difficulty can be solved. Madam,
Vice-Chairman, Mr. Agarwal talked
about the public debt. This is being
discussed and our Finance Ministry is
scized of the problem. Our Finance
Minister has declared that he would bring
a White Paper and at that time we would
be able to place our views. Madam, the
Tenth Finance Commission had done a
very very commendable job. they have
analysed the debts and they have come to
some ‘conclusion. One of the main
conclusions that they have come to is on
page 10 and that is regarding the
expected retutns  from  the State
enterprises. Para 3,16 says: *We
commissioned a study by the Institute of
Public Enterprises, Hyderabad regarding
the performance of, and expected rate of
return on equity invested in State level
public enterprises. The - Institute has
recommended that the enterprises
(including cooperatives) be classified as
commercial, commercial-cum-promotional
and promotional. We are in agreement
with the classification proposed. The
Institute has also recommended that a
reasonable rate of return on equity for
these three categories of SLPEs would be
7.5 per cent, 5 per cent and 2.5 per cent
respectively.” It is high time that this
kind of study is taken up for the Central
public enterprises. They should fix the
returns so that we actually know whether
the public sector is concerned with
infrastructure or whether it is a
commercial sector and whether they are
performing according to the formula or
not. Accordingly, corrective measures
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should be taken so that we get a
reasonable return on the investments
made by the Government. We should see
that this is done. Madam, with this 1
would like to place before the august
House that the devolution of taxes and
the formula which is followed is hurting
the States which make all efforts so
generate resources by way of excise duty,
by way of corporate tax and by way of
incometax. I will give the example of
Maharashtra. Madam, Maharashtra has
provided all the infrastructural facilities
to the industries. The industries have
been given sites. They have been given
the facilities of water supply, electricity,
etc. Maharashtra generates 29 per cent of
the revenues on account of Excise,
Income Tax and Corporation Tax. But it
is getting only 8%. 27% of the total
revenue on account of Income Tax
revenues is collected from Maharashtra
and it is getting back only three per cent.
Why is it s0? As per the
recommendations of the 10th Finance
Commission, Maharashtra will be getting
Rs. 1,250 crores less on account of
Income Tax revenuses for five years,
What are we doing? Those who have big
populations and -who have not done
anything to curb it are getting more
resources. But those States which have
done a lot to see to it that their
population growth is curbed and is kept
under control, are being punished
because they are being given less
resources. Those States which do not
want to spend _on creation of
infrastructural facilities for their
industries, are being given the benefit of
higher share in the resources and the
States which are spending a lot of money

on infrastructure, are being deprived of

their legitimate rights. I request the hon.
Finance Minister to kindly look into it. If
this formula is not changed, then the
States will be discouraged. The formula is
that there is a 20 per cent weightage for
population and 60% weightage for per
capita income. Those who do not have a
high per capita income, they will get
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60%. Only 5% is given for the
infrastructure. They spend the money on
power projects. They spend the money
on watér supply. They have created big
industrial estates. All this is being done
and the weightage is only 5 per cent. Is
this a formula? I think that the Finance
Minister should himself look into jt. I
know that he cannot do anything. That is
why I wanted that the Report should
have been discussed at that time. We
could have given our suggestions so that
both the Centre and the States could
have benefited. So far, in the last ten
years, 1 have not seen any Finance
Commission’s Report being discussed.
Let us have a discussion at least on the
Report of the Tenth Finance
Commission. We can all give our
considered view and our suggestions.
Otherwise, if this kind of a formula is
there, then those States that are doing
well, will be deprived of their legitimate
right. 1 will also give a few figures here. 1
was surpirsed when 1 saw the report. As
regards the share in Income Tax, Andhra
Pradesh, which was getting 8.2%, will
now be getting 8.4%. Karnataka, which
was getting 4.9%, will now be getting
5.3%. So, almost every State is getting
more now. But, what has happened in
the casc of Maharashtra? As per the
Report of the Ninth Finance
Commission, it was getting 8.1%. Now, it
will get 6.1%, which means that it will be
losing two per cent of its share, whereas
Maharashtra is a State which is collecting
29% on account of Income Tax and it is
getting back only 3%. It is the same story
in the case of Excise. Andhra Pradesh
was getting 7.1%_earlier, but it will now
be ‘getting 8.4 per cnet. There is an
increase of 1.3 per cent. Take Bihar. It
will now get 12%, whereas it was getting
11% earlier.

Now Maharashtra will get only 5.1%
whereas earlier it was getting 6.12%. 1
don’t know whether this is the
recommendation of Finance Commtission.
But, if a State is hurt like this, we should
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take some corrective action by way of
grants, etc. Madam, certainly, have
deficit in the Budget, have your non-Plan
expenditure and that will be totally
recouped. The States which are making
efforts for collecting taxes and trying to
curtail their expenditure are being
punished. As such, Madam, I would like
that-this aspect should be reconsidered. I
know that the Finance Ministry cannot do
anything at present, but if you want that
the States should make more efforts for
more industrial production so that the
prices come down and more revenue
from excise duties, corporation tax and
incometax is.generated, you should have
some concessions for the States with are
making all these efforts. Madam,
Maharashtra will be losing Rs. 1,200
crores by way of income-tax as a result of
the recommendation of the Tenth
Finance Commission. Repuees 1,200
crores in five years! So, instead of getting
more, they are getting less. How are we
going to face this kind of a situation? Is
Maharashtra to be treated like this? What

are you doing by way of special
programmes?
Madam, people form the whole

country come to Bombay for earning
their livelihood. 1 am of the opinion that
nobody can stop anyone from going to
any part of our country. It is their right
and nobody can curtail it. At the same
time, we should keep in mind the
problems of Bombay. There we have
slums and water problem. they have
given only Rs. 50 crores to Bombay for
slum improvement. Who are coming up
now in these slums? It is those people
who have come outside Maharashtra.
They have gone there for earning their
livelihood. 1 don’t want that they should
be thrown away. They should be given
some  amenities and the  State
Government cannot’ spend so much
money for this purpose. As such, this Rs.
50 crores is nothing. What have they
given for urban areas? It is only Rs. 50
crores. So, these are the problems
created by the people who have come
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outside Maharashtra, Maharashtra cannot
bear these kinds of expenses. - We cannot
tell them that they should Ileave
Maharashtra, but we should be given
some kinds of assistance by the Central
Government by any method either by
grants-in-aid or by some special schemes.
If that is not done, 1 think, we are not
doing our duty towards Bombay and the
people of Bombay -will. b put to many
hardships. 1 am sure that the hon.
Finance Minister would look into this and
see that these kinds of things are
removed at the earliest.

Madam, now I come to the question of
transfer of funds to the States. Madam,
as per this formula, those States which
have big population and whose per capita
income is less are geuting a colossal
amount. Andhra Pradesh will get
Rs. 5,313 crores by way of incometax and
Rs. 9,291 by way of basic cxcisc duties.
Bihar will get Rs. B,072 crores by way of
incometax and Rs. 13,456 by way of basic
excise duties. Madhya Pradesh will get
Rs. 5,203 crores by way of income-tax
and Rs. 8.495 crores by way of basic
excise duties. Uttar Pradesh will get
Rs. 11,179 crores by way of income-tax
and Rs. 19,139 crores by way of excise
duties. What about  Maharashtra?
Maharashtra will get only Rs. 3,444
crores by way of income-tax and only Rs.
6,277 crores by way of baisc cxcisc
duties, when Maharashtra contributes
about 29% of the revenue. 1 am sure that
these kinds of imbalances and this kind of
formula will be changed. I am sure the
hon. Finance Minister will look into this.
I would also like to compliment the
Finance Commission. I don’t want to

~ discuss about the financial policy here,

but 1 must say that they have done a
commendable work. The Government
must examine it and especially regarding
devolution of taxes to the States, one
criterion should be adopted so that each
State is given a particular percentage. 1
am sure that the injustice done to
Maharashtra will be set right. You want
to ‘encourage such States which are
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having infrastructure. That is our policy.
If such States do not get any material
support from the Central Government,
then which State will go in for creating
infrastructure?

1 have a last point regarding linkage of
excise duty and income-tax. 1 am sure,
the Minister will look into it. He must
come up with some drastic action against
those who evade excise duty and income
tax of which States are deprived and the
Central Government is deprived of the
corporate tax: I am sure that he will
strengthen the Directorates of
Enforcement and Income-Tax as well as
Excise so that more revenue is generated
and States get a better share. With these
words, I support the Bill. I am also sure
that the grievances of Maharashtra which
1 have focussed here by facts and figures
will be taken care of and the Finance
Minister will, by some other formula,
compensate Maharashtra for the
reduction in the share of income-tax. If
that is done, and if the injustice done 1o
Maharashtra is removed, Maharashira
wi]l always remember the Finance
Minister. With these words, Madam, I
support the Bill.

THE  VICE-CHAIRMAN  (MISS
SAROJ] KHAPARDE): Shri Sanatan
Bisi.

SHRI SANATAN BISI. (Orissa):
Thank you for giving me this
opportunity. Madam, first of all, I oppose
the Bill on the ground that the
Schedules that have been given in the
First Bill and Schedule-I1 that has been
given in the second Bill are not in conso-
nance with the provisions of the respec-
tive sections. Secondly, some extraneous
facts have been supported in the
Schedule. Firstly, I will submit, Madam,
about Sections 4. As far as Section 4 is
concerned, it has been clearly stated how
distribution is to be made. 1 am referring
to the Additional Duties of Excisc Bill.
For the general knowledge of the House,
I am taking a little time. I will read out
Section 4: “During each financial year
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there shall be paid out of the Consoli-
dated Fund of India, to each State, in
accordance with the provisions of certain
schedules representing a part of the net
proceeds of the additional duties levied
and collected during the financial year as
are specified in the schedule.”

So far as Section 4 is concerned, it is
typica! of two things. Schedule-1 deals
with how addition will be made.
Schedule-11 deals with how the distribu-
tion has to be made. Here, 1 would state
about the Schedule: “During each finan-
cial years, commencing on and after the
1st April, 1995 there shall be paid to each
state as specified in column-1 of the table
below, such percentage of the net pro-
ceeds....”

My particular reference is to the net
proceeds. ‘'..of the additional duties
levied and collected during the financial
year in respect of the goods described in
column-3 of the First Schedule after de-
ducting therefrom a sum equal to 2.203%
of the said proceeds as being attributable
10 the U.T.s and as is set out against in
column-2 of the said table.” 1 opposc this
thing because of the statement that has
been laid in the House and read out by
our Finance Minister. He has referred to
the distribution as recommended by the
Finance Commission. 1 will come to that
later ‘on because several Members have
already severely criticised the effect of
the ‘report of the Tenth Finance Commis-
sion. So far as Section 4 and Schedules-1
and II are concerned, there are not in
consonance with what the Finance Mipis-
ter has already stated. He has completely
referred to the Tenth Finance Commis-
sion. This is a great anomaly that has
been created since 1957.

1 will find support from the Finance
Commission regarding inadequacy in ar-
riving at the net proceeds The word ‘het
proceeds’ is very much clear. What is to
be distributed to the States? From the net
proceed. The word ‘State’ is there. But,
in Schedule 1 have read about the Indian
Territory. in the section, the word ‘State’
is there and the word ‘Indian Territory™ is
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not there. In the Section it is very clearly
stated as #0 how much amount has to be
distributed to the states out of the net
proceeds. So far as the distribution is
concerned, it is made on the basis of the
recommendation of the Tenth Finance
Commission, which is an external aspect,
so far as the Schedule/is concerned.

Shri Manmohan Singh has clearly
stated in the statement that the Govern-
ment has taken the decision. This is
completely an executive decision. The
hon. President appointed a Commission.
The Commission has submitted its report.
But, no dicussion on the Report has
taken place in cither of the House. This
is a pertinent case on which we can have
a discussion. I submit to the hon. Minis-
ter that there should be a special disucs-
sion on this matter in view of the fact
that whatever has been stated in Section
4 is against the Bill because till the time
Section 4 is clearly spelt out, the Finance
Commission should not have entered into
it. Section 4 is very much clear about the
distribution. Where is the question of the
Finance Commission entering into the
statute so far as Section 4 and Schedule 2
are congerned? So, this is the occasion
when we should be united and demand
that there should be a full discussion. on
the Report of the Tenth Finance Com-
mission so that we can know the real
things that are taking place. Madam, 1
was submitting regarding the net pro-
ceeds and the manner in which the net
procceds is arrived at. In the report of
the commission on page 28 it is stated, in
para 6.18:

“We agree with the view of the
Ninth Finance Commission that dis-
tribution of additional excise duty is
not in the nature of devolution for
which the population figures of 1971
/census should be used as per our
terms of reference. Hence, we are
using the latest census figures of 1991
which are in annexure 5.1.”

Here, I would like to draw your atten-
tion to the fact Madam, that the word
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‘population’ is there. But, so far as this
Section is concerned, this has not stated
the word ‘population’. On the same page,
it is stated, at para 6.20:

“Sucessive Commission have faced
difficulties in obtaining reliable and
comprehensive data on state-wise con-
sumption of three articles viz, sugar,
textile and tabacco, which attract addi-
tional excise duties. We would like to
urge the Government of India to take
appropriate steps for the regular col-
lection and maintenance of these re-
quisite data on consumption of these
commodities, both household and non-
houschold which would facilitate the
task of the future Finance Commis-
sions.”

My submission is up till now the Cent-
ral Government does not have any fi-
gures about the net proceeds of sugar,
textile and tobacco. How are they going
to distribute? It is completely against
Section 4.

So, 1 oppose the Bill tooth and nail.
Rather they should have come with a Bill
in which they should have clearly stated
4Since we are unable to collect the net
proceeds, we are referring here in
Schedule 2, as far as the Finance Com-
mission is concerned, to population in-
stead of mentioning about net proceeds.
The second thing that I would like to
submit is with regard to the excise duties.
So far as the criteria for distribution are
concerned, they are population, distance,
investment, poverty and backwardness. I
would like to say here that in the
Schedule nothing is there. In the Union
‘Excise Duties they have mentioned about
the net proceeds. They have mentioned
the same thing.

The same thing is there in the financial
year commencing .on the 1st of April,
1995. And for each of the four succeed-
ing years they shall be paid out of the
Consolidated Fund of India to the States
equivalent to the distribution of Union
Excise Duty Levy. So, my whole submis-
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sion would be that so far as the Schedule
is concerned and so far as the distribution
is concerned, the criteria for distribution
are quite contradictory. Another thing 1
will submit, Madam, as you know is that
1 am opposing the Bill on two counts.
Number one, the Bills are not in conso-
nance with the sections and the Schedules
that are mentioned which are is com-
pletely on the basis of the Tenth Finance
Commission which has got on bearing as
far as Section Four is concerned. First, 1
will submit, Madam, as you know, our
State of Orissa is very backward. No
doubut, it has got a population of 316.60
lakhs and the literacy rate is about 49.9
per cent and as far as population of rural
areas is concerned it is 86.6 per cent and
our people below the poverty line is 58
per cent and the population for
Scheduled Caste is 22.2 per cent
Scheduled Tribes constitute 16.2 per cent
and OBCs constitute 53 per cent. The
unfortunate part is that, Madam, there is
only 22 per cent irrigated land in orissa.
As you know, Madam, cvery ycar we are
having drought, floods, cyclones and
calamities So, special consideration
should be given. In the Constitution pro-
vides for special status should be given
for the States 'of Bihar, Orissa and
Madhya Pradesh which are - very back-
ward. The other day I was submitting
about Centre and State Relations. As you
know, in the Union List, in the States
List and in the Concurrent List things are
completely divided. So far as the Con-
gress Government is concerned, it is tak-
ing all the powers, As far as the en-
croathment of the Centre on the State
List is concerned it is not caring for the
State List. Agriculture is a State subject
agriculture is cssentially in the village.

But unfortunately, in Delhi im Krishi
Bhawan, 29,000 employees are there.
Similarly, you can know how the other
departments are doing. Yesterday, the
Prime Minister stated about the poverty
alleviation programmes. But, as far as
our cconomy is concernedy NnOW our
country is having a loan of 6,91.000
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crores and we are spending about 70 per
cent on interest. We are spending 70 per
cent onm interest. So you can very well
imagine the actual position and the finan-
cial position. Lastly, I will submit that
completely oppose the Bill since wrong
things have been done since 1957. I hope
the hon. Finance Minister will accede to
the amendment 1-have suggested. have
suggested. So, it will be very approprate
in relation to and in consonance with
Section 4 ‘without any reference to the
Tenth Finance Commissions . An oppor-
tunity should given to the Members for a
detailed discussion on the Tenth Finance
Commissions Report. With these words, 1
conclude, Madam, Thank you.

SHRI ASHOK MITRA: Madam, Vice-
Chairman, one can take the view that the
two routine Bills are intended to convert
two routine ordinances into normal legis-
lation. But there are issues involved,
issues on which in this House we have no
opportunity for any discussion. This is the
only occasion, the only opportunity we
can create for ourselves to discuss the
recommendations and the composition of
the Finance Commission. So, I will take
whatever little time I may have to go
back and discuss some of these issues.

5 P.M.

The first point that I have to make is
that we should all be concerned about
what the Government, in the course of
these years, has done to the Finance
Commission. Article 280 is supposed to
be one of the major fulcrums of our
Constitution. India, the constitution says,
is a Union of States. And the moment
you say that, the States have to precede
the Union. Without the States, there
cannot be any Union. Even if you go

_back to the Quit India Resolution, there

is an explicit reference that when the
British have been ejected, India will be
constituted as a Federation of States
where the residual powers will reside with
the States. You come to the Election
Manifesto of the Congress Party, 1946—a
repetition of the same phrase, the States
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must precede the Union. Why did they
say so? And why did the Constitution-
makers lay so much stress on Article 280?
This is because you can survive as a
Union only if the States survive. You can
prosper as a Union only if the States
prosper. If the States bicker, then the
Union Government will also reflect these
bickerings. I was a little bit scared by
what I heard of my friend, Mr. Jagesh
Desai’s statement, how a particular State
has defied. Why do this kind of emotions
spring up? They spring up because there
is not enough going to the Kkitty of the
States and, therefore, whatever little that
is there, you try to snatch it from each
other; each State wants to grab a little
more from that. And this is no way of
creating npational integration. You are
really ensuring this kind of manoeuvres,
and there is more of disunity, more of
misunderstanding and more of squabbles
between the States.

Now, to come back to Article 280,
what did it say? India is a Union of
Statgs. So, the State s as important as
the Union. Therefore, whatever is there
in the national exchequer, it should be
distributed between the Centre and
States. Who would do this distribution?
Who would decide how much will the
States get .and how much the Centre will
get? The Finance Commission. -The Fi-
nance Commission is the arbiter. An
arbiter, therefore, has to be:equidistant
from the two parties in' the dispute or in
the decision-making. The Finance Com-
mission must be as far away from the
Centre as it should be from the States.
But what has happened? The Govern-
ment has taken advantage of Article 74
which says that all the decisions of the
president would be the decisions of the
Union Council of Ministers. Therefore,
even the decisions of what should be the
composition of the Finance Commission,
what should be the terms of reference for
the Finance Commission, have been ap-
propriated by the Union Government,
and in this instance, the Ministry of
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Finance. So, a party to the dispute ap-
points a judge, a party to the dispute tells
the judge as to what should be the terms
or the area within which he. should con-
fine his attention. And then we land in a
kind of mess that we have landed. This is
about the composition. Shall we take a
fook at the composition of the Tenth
Finance Commission? Forget about the
chairman. It 'is now an axiom that a
retired or semi-retired or quasi-retired
politician belonging to the ruling party
must be the Chairman.”Fine. But, at least
there was a convention that there should
be an independent judge attached to the
Finance Commission. And this conven-
tion had riot been breached till now. But
the Tenth Finance Commission has bro-
ken new grounds. A sitting Member of
Parliament, belonging to the ruling party,
has supplanted, has taken over the place
of the traditional judge in the Finance
Commission.

I made a little enquiry to find out as to
how this had come about. 1 know the
gentleman. He is a good friend of mine. 1
know the family. This was because in
some ancient time, may be, twenty-twen-
ty-five years ago, he was, for a bricf, spell
of two years, a m¢mber of a High Court,
a judge in a High Court. That qualified
him — despite his subsequent political
carcer — to claim, or, the Ministry of
Finance to claim on his behalf, that he
retained a judicial mind, a detached
mind. This is a sorry decision. 1 can only
say this. 1 would say — with all respect to
this particular member — it wis not his
fault; it was the fault of thosc who
decided to put him there.

There has been a convention for the
last ten-twelve-fifteen years, at least, that
a member of the Planning Commission,
an economist-member of the Planning
.Commission, should be .associated with
the Finance Commission as a mcmber.
This is because, as you know, the Plan-
ning Commission has a long-term pers-
pective. It makes recommendations for
developmental purposes. On the other



703 Calling Attention

hand, the Finance Commission, roughly,
makes recommendations for non-develop-
ment or current expenses, etc., elc.
Therefore, there should be some under-
standing, some bridge of understanding,
between the Planning Commission and
the Finance Commission.

Now, the Finance Minister pulled out
the economist-member of the Planning
Commission and installed him as Gover-
nor. Fine. But then, what happened? Mr.

Satish Agarwal pointed out about this..

There was as interregnum of eight-nine
months before a substitute could be
found. This- convention of a Planning
Commission member occupying the
economic slot was given a go-by. The
Minister took nine months. The Finance
Minister was in scarch of a substitute. At
the end of nine months, he could land an
economist who could be considered to be
fit.

With a clear conscience, I can say that
one is not terribly interested in reading
the recommendations of the Finance
Commission, for the simple reason that
whatever the Finance Commission would
be saying would, broadly, reflect the
views of the Ministry of Finance. We
cannot make a distinction between the
Finance Ministry’s points of view and that
of the Finance Commission. This is what
has come about.

The problem is, the Finance Commis-
sion decides in Delhi. It takes a compart-
mentalised view of what is happening.
You have too much concentration of
money in your hands. Afl the monoy
comes 10 you. This is a fact. We talk
about the Finance Commissibn’s trans-
fers. We talk about the Planning Com-
mission’s transfers. But if you add the
two together, what is the proportion?
Roughly, not more that S5 per cent of
the total transfers from the Centre to the
States would be on account of the
Finance Commission’s and Planning
Commission’s transfers. Over a time, the
Finance Ministry, on its own, at its dis-
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cretion, decides about the balance forty-
forty-five per cent. It decides as to how
much of it, what proportion of it — this
is a very sizeable quantity — should be
transferred from the Centre to the State.
This is arbitrary. The_Finance Ministry
makes these decisions, perhaps, in con-
sultation with the Prime Minister, but
these are arbitrary.

The other day, I saw the Finance
Minister admonishing the poor Karnataka
Government because it offered to subsid-
ise the interest charged on small farmers,
which was financed by the NABARD.
The wretched State Government was told
that it has no sense of financial responsi-
bility. But the very, next day, the Prime
Minister visits a particular State and of
his own accord, he writes off! He jusi
says that the State does not have to
return the Rs. 8,000-crore loan that is
had taken from ‘the Centre. This is no-
thing but arbitrariness.

This sort of centralisation of resources
leads to authoritarianism, and increased
authoritarignism. This is what has come
about over a time, but by bit. This is
because all the money comes to you. The
money goes to your head and you think
that you have the power. Money is power
and you think that you can rule over
India in whatever manner you like.

And it is only when the election results
go against you that you realize that India
consists 'of a multiplicity of States," India
¢onsists of a multiplicity of regions, India
consists of a multiplicity of peoples who
refuse to think in the manner that you
want them to think..But I come back to
the issue of finances which is germane to
this whole problem of Centre-State rela-
tions. What has happened? You look at
some of the individual recommendations,
or, shall I tell you a story?

This is a true story which is 100 per
cent full of facts. About 11 years ago, the
eighth Finance Commission made its re-
commendations. It was the summer time
of 1984, and some of the opposition
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States were offered some money which
was a litle liberal and the State 1 be-
longed 10 was offered a certain dispensa-
tion. We were happy. Till now it was
only gossip. Every time | come to Declhi,
meet the Union Finance Minister and
say, "What is happening? Why arc you
holding back the recommendations? We
thought we will get somc moncy, our
finiancial position is so bad™, cte,. ¢te. He
hedpes. These are facts which 1 am plac-
ing on record. Then it was the weeck of
the  dismisslal of Faroogq Abdullah.
Farooq Abdullah was squeczed out, and
why he wias squeezed out, God alone
knows. But we know the consequences of
the original decision of 30th June, what
has happened to the country for the last
11 years. But | asked the same_question
of thce Finance Minister. he suddenly
turns to me and says, ** You do too much
of shouting about Faroog's cjectment?” |
said, “What has this to do with the
Finance Commission’s recommcnda-
tions?” I Jcarned within three or four
days. There was a mecting of the Nation-
al Devclopment Council. We who be-
longed to the opposition partics werc
having a run at the Goverament, we
opposcd and we walked out. And, as a
punishment for our walking out, the very
next day the recommendation of the
cighth Finance Commission appeared
with thc proviso that for this ycar, 1984,
thc moncy position was tight and no
moncy would be granted to the States.
But then, the Finance Minister did not
stop there. He then went round and
visited all the Congress-ruled States and
told them, “*You don’t worry; we will
givce you full subsidy in a diffcrent way in
order that you do not have to suffer; it is
only the non-Congress States which will
suffer.” Now this was the tradition that
has been built, unfortunatcly, by the
party. and that tradition bhas resulted in
the kind of anomalics that hav ariscn.
You think,” If I like the face, 1 will offer
some extra money; if 1 don’t likc the
face, 1 will starve that.”* That is what is
happening now.
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For instance, fct us take these addition-
al duties of excise. Way back in 1956
when there were Congress Governmients
in all the States and a Congress Govern-
ment at the Centre, if they wers 1o
dispute whatever dccisions you took in
New Delhi, You just abolished the right
of the States to collect sales tax on
tabacco and tobacco products and sagar,
because  these were the  commocdities
where the rate of growth of taxation was
very high. Sitting in the North Block we
thought, after all, let us try to grab as
much as we can out of this cxtra source
of income, and that is why we have
introduced the concept of additional ¢x-
cise duty. You have the basic excise cluty,
you have the additional cxcise duty. You
have the capability of raising the basic
excise duty, of which you are getting a
major share.

About the additional cxcise duty, you
said that you would distribute 100 per
cent of the net proceeds to the Stztcs,
but it was your discretion to raise thc
ratcs of the basic cxcise duty and not to
raisc the rates of the additional cxcise
duty. The Government of India, the Con-
gress regime had made some commit-
ments, four commitments:

Number onc, at no point will the
procceds from the basic duty and the
additional duty be allowed to fall below
2:1 ratio. Over the vast majority of yecars
since 1956, that provision-has not been
honourcd, the States have always been at
the recciving end. 1 made somce calcuia-
tions way back in the carly, 80's and I
found that the revenuc loss for my State
was’of a magnitude which was equivalent
to the outstanding loans which the Statc
owcd to the Union Goverrment. So, if
the State were allowed to collect this
revenuc, it would not have owed money
to the Union Government. But, this was
the gap.

There arc other provisions. For cxam-
plc at any given point, the total yicld
from additional excise duty will be 10.8
per cent of the net value of clearances.



N

707 - Calling Attention

There was also a third provision that
there should be a review committee etc.
clc.

But, till very. recently, none of these
stipulations was observed.

I just had a cursory look at the Report -

of the Finance Commission. It quotes the
point of view of thc Ministry of Finance
that, in rccent ycars, somc of thosc
anomalics have been removed but it does
not have the courtesy to quote the views
of thc Statc Governments. It was a tax
welfarc arrangement. It was voluntarily
agrced by the States and if the States say,
“Thank you very much. Wc have suffercd
a lot. Now it is our prerogative to cancel
this arrungement™, I think, honesty de-
mands that the Union Government

- should accept this point of view, irrcspec-
tive of whatever the Finance Commission
rubber-stamp might. say.

This is the whole gamut of the addi-
tional dutics of cxcise.

About cxcise duty, I think, Mr. Satish

Agarwal did makc a point that they were
distributing 47.5 per cent. They were
distributing 40 per cent, and on 7.5 per

cent they had some discretionary formula

which has becen worked out by the
Finance Commission. After all, there is
haziness and vagucness in this kind of
formula.

The issue is not of percentages. 1 can
say, “Add 1 per cent here, 2 per cent
here! Give a little bit more to Maharasht-
ra and a little bit less to West Bengal.™
That is not the issue. The issue should
not be to throw West Bangal at Gujarat’s
throat and Gujarat at West Bengal's
throat. That will be the end of India. It
should be that all States have reasonable
resources at their command to develop
and to take care of the immediate peeds
of the people. What should the poor
State Government do? They are at the
base. People cannot travel a thousand

- miles or 1,500 miles or 2,000 miles to
shout about thcir grievances to New
Delhi. To them, the tangible government,
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the tangible entity which rcpresents the
administration is the State Government.

THE VICE-CHAIRMAN (MISs
SAROJ KHAPARDE): Dr. Mitra,
would you please conclude? )

SHRI ASHOK MITRA:; If you want, [
can sit down' straight away.

THE VICE-CHAIRMAN (MISS
SAROJ KHAPARDE): No, I don't
want it. Your party has given you 13
minutcs. I have given 20 minutes. 1 will
go according to the time given to mc.

SHRI ASHOK MITRA: I am quite
happy to stop hcre.

. THE . VICE-CHAIRMAN (MISS
SAROJ KHAPARDE) : You conclude. |
am not asking you to sit down. Plcasc try
to conclude it. Plcasc go ahecad.

SHRI SANyGH‘ PRIYA GAUTAM
(Uttar Pradesh): Madam. give him five
minutes more.

THE VICE-CHAIRMAN (MISS
SAROJ KHAPARDE): Hc is making a
very good specch. Therce is no doubt it.
But, there is the time factor also becausc
othcrs have to spcak and the Finance
Minister has to reply. So, I just request
you to try to be bricf. ...(Interruptions)

The issue is that the pcople of India
residing all over, about 1,500 to 2,000
miles away, arc rcally no different. It is
these very people who come to Dclhi o
work as civil secrvants. If you are stating
that the Union Government is more cffi-
cicnt or is of morc intcgrity than the
State Governmcents, then you arc mista-
ken. Tt is the same flock of civil servants
who serve in Delhi as they serve in, say,
West Bengal. Tt is the same complexion
or package of politicians who are here in
Dclhi as they aré in States. So, there is
no use in saying that by definition the
Centre is more cfficiecnt than the State
Governments.

Sccondly, since the pressure is on the
States, you must ensure that the States
have resources. There should be checks
and balances by which one can ensure
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that there is no misuse of resources. For
e)'cample, if you take the instrument of
discretionary finance, then you immedi-
ately direct the States that these are the
resources and you have to make use of
that much only. But the resources that
you give are independently determined
and distributed by the Finance -Commis-
sion, which is not an authentic commis-
sion.

The third point that 1 would like to
mention is that you should not try to
tinker with whatever belongs 10 the State
Governments. Of late, I find a culture
has developed that the States owe to the
Union Government, say, Rs. 250 crores
or Rs. 300 crores. I am not sure that the
Constitution would allow you to do that.
You can behave unconstitutionally and
nobody is going to stop you, because on
each occasion one cannot run to the
Supreme Court. But, you are holding the
money as a trustee of the Constitution
and you have no business to interfere
with this money and say that you are not
going to give it to the State Govern-
ments. This you are trying to do of late,

Fourthly, it would be safer sometimes
if you heed to some foreign advice. 1
have read reports in newspapers, para-
graphs of which are reproduced some-
times that some World Bank economists
have advised the Ministry of Finance that
their objective should be to take care of
only their finances. Forget about the
States. Forget about allowing them gener-
ous transfers from the discretionary ac-
count or the statutory transfer account. If
you really listen to these foreigners, I
think you will get some substance.

At the end 1 would say that this is a
country and you are a Government. As a
Government you can say you have a
mandate for five years and you can chop
off the country cither at the tail or at the
head. What have you done over the past
40 or 50 years? You have chopped off the
country at its tail. I would say either you
mend yourself or the people will take
charge. This is the important differentiat-
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ing factor. In the country there is a
growing consciousness and this conscious-
ness will swallow whatever authoritarian
instinct you may have in your mind.

SHR1 V.P. DURAISAMY (Tamil
Nadu): I am very much grateful to my
party leader, the Chief Minister of Tamil
Nadu, Dr. Puratchi -Thalaivi for having
given me the opportunity to represent on
behalf of the people of Tamil Nadu.

We have to consider the distribution of
excise duty under the proposed law,
against the background of dwindling re-
turns, in the face of reductions that are
being perpetually accorded in the scale

and incidence of these duties.

‘The problem is further compounded by
reliefs on the income-tax front; and a
further attentuation of the States’ share
in income-tax on the basis of the recom-
mendations of the Tenth Finance Com-
mission. This reduction of the States’
share in income-tax and the consequent
increase in Central revenues is justified in
terms of preserving the interest of the
Central Government in collecting the re-
venue. At the same time, the repeated
demands of the hon’ble - Chief Minister of
Tamil Nadu for a share in the corporate
taxation goes unconceded. In the meeting
of the National Development Council
held in May, 1992, our honourable Chief
Minister had clearly pointed out that the
Tenth Finance Commission was a utmost
importance to the States.

It has been argued that the reduction
of States’ share in income-tax would be
made good by increase in the share of
excise duty from 45 per cent to 47.5 per
cent in terms of the Tenth Finance Com-
mission’s recommendations. There is little
point in arguing that the absolute quan-
tum of States’ share of cxcise duty has
been increasing. It necessarily has to. In
fact, there can hardly be any instance
since the First Finance Commission’s de-
liberation when it ever decreased. What
is relevant is, the justice and merit in the
schemes of allocation and the availability
of varied and due resources, to compen-
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sate for vicissitudes, which on sousrce of
Revenue can subject a State to an uncer-
tain economic scenario, if reduction of
higher percentage of income tax share to
the Centre by reducing the States’ share
to 77.5 per cent is intended. Instead you
should enthuse the Centre to coliect the
tax more purposefully, that stands 1o
reason Due share to the States on corpo-
rate taxation will enthuse the States to go
about, with more commitment and alacri-
ty, the  process of industrialisation and
opening of the economy that are being
trotted out as the achievement of the
decade. Instead, the States are being
called upon to bear infrastructural cost to
sustain the new scheme of Iliberalised
industrialisation with no share in the
procecds.

They have been further subjected to a
cut in the quantum or proportion under
direct tax A 2.5 per cent increase in the
sharable excise revenue is of no moment
at all when the indirect taxes are being
consistently scaled dewn in the name of
eschewing regression in taxation and in
the process of providing a free play for
the encouragement of consumption of
luxuries. Tamil Nadu is one of these
unfortunate States which docs not merit a
share in the 7.5 per cent of the net
proceeds of excise duties in the name of
bcing a non-deficit State. In other words,
good conduct, commitment o re-
venuc—raising to the hilt and observance
of financial discipline have been denied
to the States, a share in the 7.5 per cent
of the 47.5 per cent of the Union Excise
Duties assigned to the States .
assessed by the Commission as deficit
States. The basis of this assessment is
inequitious as is that for the definition of
backwardness. . States which. merit consid-
eration on this account find their hopes

_and aspirations thwarted and they find
that enthroning social justice and finan-
cial discipline goes not only without rec-
ognition but is also penalised. 1 under-
stand from the Terth Finance Commis-
sion’s report that it is undoubledly clear,
the terms of reference have failed to
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recognise the genuine problems as well as
the responibility of the, States.

The Sarkaria Commission on Centre-
State reciations has recommended that
though it might become necessary for the
Central Governemtn {o levy cesses in
view of special needs, their application
should be for limited durations and for
specific purposes only. I expect Dr. Raja
Chellaiah Tax Reforms Committee re-
commendations also to be taken note of.

Continuously, for the past four years,
the Central Government is giving prize
amounts to the Tamil Nadu Government
for reducing the birth rate, but the Tamil
Nadu Government is not encouraged by
way of increasing the excise duty share as
well as corporate tax shares. The Tamil
Nadu Chief Minister is repeatedly making
a demand to the Central Government in
this respect. I request that it might be
conceded. We need not accept all the
recommendations of the Tenth Fiannce
Commission. It is a fact-finding body and
we need not accept all its recommenda-
tions. But I do request that the Govern-
ment of India should increase the share
of the Siates in excise duty and should
compensate the loss incurred by them by
receiving no share of the corporate taxes.
Thank you, Madam.

THE VICE CHAIRMAN (MISS
SAROJ KHAPARDE): I thought you
would take a little more time_because it
was your maiden speech. But you have
concluded your speech before the time.
Thank you for that.

st stwrft (fagrl): swEaEn

A, @A 3 QB wh we dw BRIy
—im s wew (o) weim fdes
IR gEw R SOR-[EE (AR wea
mer) GehE faeaw)

THi afad 3 sga W Al W T R}
faet 79 it % fremad R 17 | el F wam
3 #e e § R R W@R B T A
I OeF 1 We S FEA W A A
i R % ¥ 9 wER W R wme
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afgu | gEfE W 6w o o va w2 R o
o & oo F R of 3R Tsal R @
T W WL qor 4 | e o R H us

@ A TR & A v A e e Teh A

s 1 3 o A R T & A o
wEFR ¥ TR W 331 ¥ 5 Teal st R %
T B TR ab% § e g 3 IWH AR
TR A H R W 8 8 @ fafm 9k
R ¥ R g & A % Tons e % w9
% 33 wwa ) 0 gem A B T el
F W A wr A W A Rl ¥
T ¥ HEEn o afey R e smEm A
el @ 37 faelt o go@w e s afeg
afs o g faoam & Arew @ o @ ad
feer 33 w0 % TU WA @ w6 e 39
gaE & B Tl @ feew g 9 afew | o
am@m 3 st gEe fem R Gwe v e
e e S Y | SE Qe e
e R 1 TWH oA ¥ T e N wafEa few
| safere g sves € RF e Red
WO B G T 48 WA B IR F A2
A faer dar Tea famn, FRosEm ¥ oo #
fraer R 1 7 @ § R wER s aw am
i | Mg ¥ waq R deu fFewr T
o9 91

AfFT T8 &0 B fem W T qEad Wl
Y s fF fer fawm = ®mom f6
fesa-Tsed oanft w1 = a8 1497 g gan
g=a 3 ofF e T R o St O ot
wdl A fefa I} fr PR el @ e
aaw ¥ 1 R wEya Uwd w1 e s
T ¢ 3R oo wdwE R { A TEvEE 2
Br R e wgfag e fa s ol ww
o A 3 R ¥ Rig wd 6% ¥ wew I
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} @ F=% B o N w0 g | OAE o
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fowm Uva €)W IR ¥ S fe® B fawlw
# R e v W R o9 afge I
famRel A @) F@ e R W Rl F
ik fardas ¥ wEwm @ wfee ) ¥WHE A Y
S fawfiy ? fF 20 Sfwm o= @ il & w9
i fem W @ €0 P S0 6 v faEm i
gg faa o= ot 3 W s w5t
(=maaE)

IEANAY (FAR WA WAy) WY S,
g @M e o o S Wée ¥ St

st S otwr: & Im T W oW
&) ofs ¥x 3k Todl W W o W @ S
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Bt rerstaglity
THE VICE-CHAIRMAN (MISS SAROJ

KHAPARDE): Now, Shri Manmohan
Singh Ji. (Interruptions)

it o (g wRW): Ty A IR R

ATy (FUH w0 Wd): e
= A g A fore ¥ ¥

st waoht: | aw ke ¥ (=mEEE)
st wdw yaR” TR (SW R A AW
feg ¥1... (eoma)

THE VICE-CHAIRMAN (Miss Saroj
Khaparde) There is only one name. (/n-
terruptions)

ot IO NER WG - | (SEa)
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st voaelt: e off @ R
FA eden i oW (srEaE) 7

sugutEg(FUd e wad): o
awE, W WY O @ AW R (saEa™)

SYED SIBTEY RAJI (Uttar Pradesh):
Madam, the Minister should not be stop-
ped like this.” The Minster is on his legs.

He shoud ‘not be interrupted iike this.
(Interruptions)

THE VICE-CHAIRMAN Miss Saroj
Khaparde: Let the %ister go ahead.
Manmohan Singh Ji, you go ahead. (In-
terruptions) This is not fair.

M vaesh: g3 9 fee wwa ¥ dfag
_.{TEqH)

ot iy gaE g e, T ot @,
o W W W W A R g 3. (smEuE)

A &% g @ 2 9% WRfae tw o
e B?  (TREUE)

tiow can they delete my party’s name?
Fiow are they doing it?

Traay (FAE W end): e
i Aefae B o s AW & SR T A o
B oamoeE A R .. (SORER)

st PEE weR wWer Tm Ru 2
(smamE) & W Ry d... (STEEE) e
el s

sugsras  (Farth adw @ag): mg
g7a, oF e, 3 o w90 o e wed g,
e TG Wga T A A ¥, aga TR A ona ¥
oE QY HAEE TR HE R B AT W MR
qadf # e FA @ N (smEuE)

3 P SR WG g I S wEe
R, T Y W WA §, A SRR @ wae
312 A R &1 ¥ ol @ wAw wm gen
W& | f ™ owe

InawAy  (FWH W 'wag): W
WEw, TR A9 F AW A A 2 A A
T wON, O L. (SIEgE)

it Syl SE0g, WY S IR R wE
@ .. (F=um)

TN T e e e e minl e e e = S ¢ et e o ¢ e L _
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THE VICE-CHAIRMAN (Miss Saroj
Khaparde): This is very bad..... interrup-
tions). This is very bad.

Ty S, 3T FY W ¥ B A wFE W
o, AfF o e & T 23 ¥ ok IR s
Ao} 9w 21 ... (sHEAT).

sft S AR YR WY IS TE W
® &, om ¥ A T g (SEER).

THE VICE CHAIRMAN (Miss Saroj
Khaparde): This is not fair. This is not
the way to speak.

st sy warg wigR: 9| Bifgr
(eaam) T ArE, FgE ©0 wfer T
TE #y

ITEWIEY (TR WU W) g8 79
Ittt &g } ama

st wrAw YW g el s 28§
o 2, naﬁtﬁl%aﬂtmaﬁsﬂ%
(=maas) .

amg X @ fafen N T o B L
(Y )

IuawTwe (FAR G0S wWaE): Aen X
3 fafre @ @@ fem w40 e i fok
o e 31 A fae ¥ gafees wRpi o9 F R
am 7E %, A NG fae ¥ AW § ol 7 WRAE
# fae o ¥ PR AW I N GEEH TEA B
& ¥ 39 & IS gI@ wER § ... (WIUF).
Afr uw wfa g § e W/ I W
rm wab¥% } € Ao a@mww)

oft wdw WHR Wyl A # o A
drern wige)

IqEaEy  (FAR WA @eE): F ¥
F5 T8 FE AT W W T N e Iw W
o & wea ¥ Tuesh Rfery 39| BR T
f 9§ goE ¥ o ¥ fon @ Fen, w@ien

CYm @ @ e My
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SHRI MANMOHAN SINGH:
Madam, I am grateful to the hon.
Members who have taken part in the
debate on these two Bills. It is quite
natural that this debate should become an
occasion for the general discussion of
Centre-State financial relations. Let me
state at the outset, Madam, that our
Government’s views at the Centre and
the States arc that both are integral and
important wings of our system of
Government and we need strong States
as we also need a strong Centre to
achiecve our social and economic
objectives. Our effort has been to ensure
that relations between the Centre and the
States are as harmonious as possible and
that regardless of the composition of
parties which may rule either at the
Centre or in the States there should be
no occasion to create an atmosphere of
confrontation between the Centre and the
State. 1 am sincerely of the view that,
that is in the higher interest of Indian
polity and that is the spirit which has
guided us in approaching the Report of
the Tenth Finance Commission. Some
hon. Members did raise the issue of the
specific composition of the Tenth
Fincance Commission. I would
respectfully submit to them that it is my
honest judgement that the Chairman and
the Members of the Finance Commission
have done a very good job to the best of
their ability. These have been known to
be mcn of proven ability and integrity
and it would Ibe a sad day if their
integrity or competence were to be called
in question. Buy the wider issues that
Shri Satish "Agarwal and some others
have raised is the issue of whether the
time has come to have a re-look at the
way the Finance Commission is ap-
pointed. My own honest feeling is that
though this is an issue on which there can
be a difference of opinion, the manner in
which the Finance Commission has been
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appointed under the Constitution has
served our country well. We have, for
example, another formula in the sphere
of plan transfer which was revised in
1967. Despite several changes of Govern-
ment at the Centre and thc States, that
particular formula has stood the test of
the time and 1 would like to say that the
issue of redistribution between the Centre
and the States is always a complex issue
and there can always be an honest diffcr-
ence of opinion. Therefore, any hasty
attempt to replace the present arrange-
ment, 1 think, might prove counter-pro-
ductive. But anyway, I am not going to
foreclose the options of the future Gov-
ernment and the Ndtional Development
Council could take up this issue. the
Tenth Finance Commissiion has itself
suggested an alternative scheme of de-
volution which take into account the need
to share all taxed. We have taken a view
and this is a matter whcih requires an
amendment to the Constitution. It, there-
fore, requires a wide separate discussion
in the country. Maybe, at some stage, the
National Development Council should be
brought in because issues of amendment
of the Constitution once again would
requirc a broad-based consensus in a
body like the National Development
Council. We welcome that sort of debate
and this matter being discussed at some
stage by the National Development
Council.

i g9 fira (ST wRE) deH 9@ WE HSN
¥ ot rEem aofeE ¥ WK En ®?

@AY (FATH WAA W) : R
T w= B W@ R

SHRI MANOHAN SINGH: I would re-
spectfully submit however, as suggested
by Shri Satish Agarwal that it would not
have been possible to implement that sort
of a scheme from the 1st of April this
year because sharing of income-tax is
mandatory, sharing of excise duty is per-
misible as legislated by the Parliament.
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6. P.M.

Sharing of Excise Duties is permissible
as legislated by Parliament. Sharing of all
other taxes requircs an amendment to the
Constitution. So, by thc very nature of
things. the alternative devolution formula
would not be effective from the 1st of
April, 1995 But I do accept that both the
Centre and the States need larger resour-
ces. Now, it is true that over a period of
time, the States, share of Excise Dutics
has gone up. But, quite honestly, the
situation in which the Central Govern-
ment is placed today with a fiscal deficit
as high as it is today, there are no easy
ways in which larger resources can be
transferred. The only way to do it, as
Shri Satish Agarwal has suggested and 1
agree with him, is that we must plug the
loopholes in our tax system, we must
improve our tax administration. There is
vast scope for improvement in the collec-
tion of taxes by looking at the adjudicat-
ing mechanism. Large amourts of tax
revenucs are locked up in adjudication. I
have myself been discussing this matter
with the hon. Chicf Justice of India and I
am hopeful that in the coming month,
some of these issues, where matters are
held up in courts, can be brought to a
speedy conclusion for the benefit of the
revenucs.

Madam, one specific issue, which was
raised by Shri Satish Agarwal and Shri
Rahgaviji, and I believe, by some other
Mcmbers also, was about allaocations for
the local bodies, It is not true that the
Tenth Finance Commission has made no
allocations t0 meet the requirements of
the local bodies, the Panchayats. In fact,
the position is that the Tenth Finance
Commission has recommended ad hoc
grants to local bodies amounting to Rs. 5,
381 crores for all States to be made
available in four equal annual instal-
ments, commencing from 1996-97, as, in
the view of the Tenth Finance Commis-
sion, the rural and urban local bodies are
not likely to be fully functional prior to
that date. In arriving at this conclusion,
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the Tenth Finance Commission has taken
an overall view in respect of the States
regarding functionalities of the local
bodies and therefore, recommended these
grants from the year 1996-97 to 1999-
2000. So, there is a provision of Rs. 5,
381 crores to augment the resources of
the local bodics.

SHRI RAGHAVIIL: But it is nil for
1995-96.

DR. MANMOHAN SINGH: Yes it is.
But the Commission has given a specific
reason why it felt so, and that is, that the
Panchayat elections will take place in the
coursc of this ycar and these bodies will
become functional only from 1996-97.
That is why the provision that they have
made is with effect from 1996-97.

Madam, the issues of Centre-Statc allo-
cations havc also been raised. There is
one view that the States which account
for a larger amount of total collections,
arc to gct a better deal. There is a
counter-view for example, that therc are
more backward States, States which are
less advanced, and uniess they are helped
through the devolution formula, both by
the Tenth Finance commission and the
Planning commission, the inter-State dis-
parities and disparities in the levels of
deveiopment, will grow and that beyond
a point the growth of these disparities
could also be disreuptive of national uni-
ty. Now, in so far as the Finance Com-
missions have dealt with the these issues,
I thing there is no golden rule which can
lead to this conclusion. My own feeling is
that taking into account all the circum-
stances of the case, the Tenth Finance
Commission seem to have done a reason-
ably good job.

Shri Satish Agarwal and, 1 think, one
or two other Members have said that
where as the Tenth Finance Commission
has increased the devolution of Excise
Duties from 45% to 47.5%, of this 7.5%
will be earmarked for distriution amongst
States regarded deficit by the Commis-
sion, while this was not the case with the
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previous Commission. My information is
that that was also the case in the Ninth
Finance Commission. In the casec of the
Ninth Finance commission, 45% of the
nct receipts of excise duties were to be
distributed, but the Ninth Finance Com-
mission also usced 5% and 7.4 to 7.5%
from this 45% for meccting the nceds of
deficit based States. So, on that point, 1
think, the broad approach of the Tenth
Finance Commission has bcen roughly
the same as the approach of the Ninth
Finance Commission.

As far as the gencral issues with regard
to sharing of corporation tax arc con-
cerned, 1 have alrcady mentioned that
the commission itsclf has comc forward
with a alternatic  devolution  formula
which involves sharing not only of the
taxes which arc being shared presently
but also of Customs dutics and corpora-
tion tax. it has to be discussed and I do
fecel that at some state this is a matter
which should be discussed tn an august
bodv like the National Dcvelopment
Council before we can think of amending
the Constitution.

Muadam, with these worlds, I commend
these two Bills to this august House and
request that these be returned.

SHRI1 JAGESH DESAIL: At lcast no
State should get less than the sharc it is
getting now. It cannot be done by
this..(Intcrruptions)..

SHRlI SANATAN BISI: Madam, 1

want to put a question.

THE VICE-CHAIRMAN (MISS
SAROJ KHAPARDE): 1 think there is
no gunjais for that qucstion. Plcase sit
down. Now I shall put to vote the motion
moved by Shri Manmohan Singh regard-
ing the Union Duties of Excise (Distribu-
tion) Amendment Bill, 1995.

The question is:

*That thc Bill further to amend the
Union Duties of Excise (Distribution)
Act, 1979, as passed by the Lok Sabha,
be taken into consideration.”

The motion was adopted.

THE VICE-CHAIRMAN (MISS

MGIPRRND—2738RS8S/97---300
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SAROJ KHAPARDE): We shall now
takc up clause-by-cluse consideration of
the Bill.

Clauscs 2 to 5 were added to the Bill.

Clausc 1, the Enacting Formula and the
Titlic were added to the Bill,

SHRI MANMOHAN SINGH: Madam, 1
move:

“That the Bill be rcturned.”

The qucstion was put and the motion was
adopted.

THE VICE-CHAIRMAN (MISS
SAROJ KHAPARDE): Now 1 shall put
to votc the motion moved by Shri Man-
mohan Singh regarding the Additional
Dutics of Excise (Goods of Special Im-
portance) Amendment Bill, 1995.

The question is:

“That the Bill further to amend the
Additional Duties of Excisc (Goods
of Special Importance) Act, 1957,
as passcd by the Lok Sabha, be
taken into consideration.”

The motion was adopted.

THE VICE-CHAIRMAN (MISS
SAROJ KHAPARDE): Wec shall now
take up clausc-by-cluse consideration of
the Bill 7
Clauses 2 to 4 were added to the Bill.
Clause 1, the Enacting Fromula and the
Title were added to the Bill,

SHRI MANMOHAN SINGH: Madam, 1

movce:

“That the Bill be returned.””

The qucestion was put and the motion was
adopted.

SHRI SANGH PRIYA GAUTAM:
There is no business now. Please adjourn
the House.

THE VICE-CHAIRMAN (MISS
SAROJ KHAPARDE): I now adjourn
the House till 11.00 a.m. tomorrow.

The House then adjourned
at the ten minutes past six of
the clock till eleven of the
clock on Thursday, the 17th
August, 1995,



