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tion for about one hour and ten minutes. There 
were a number of persons. Apart from Mr. 
Shejwalkar, there are some other Members 
who want to speak on this. I have called one 
person from each party from the Opposition. 
Unfortunately 1 could not call one from the 
Swatan-tra Party. I called the Jan Sangh, the 
Communists, the SSP, PSP and even the 
Congress. I have tried to give representation 
to almost every political party. If every 
Member wants to get up and put questions, 
then for a Calling Attention Motion even two 
hours will not be sufficient. Therefore, it 
should not be that every Member gets up. 

 

MR. DEPUTY CHAIRMAN: It is not that 
everybody who gets up should get a chance to 
speak. It is not proper and, therefore. I now 
call Mr. Muniswamy. 

REPORTS    OF   THE  PUBLIC   AC-
COUNTS COMMITTEE (1969-70) 

SHRI N. R. MUNISWAMY (Tamil Nadu): 
Sir, I beg to lay on the Table a copy each of 
the following Reports of the Public Accounts 
Committee (1969-70): 

(i) Eighty-seventh Report on action 
taken by Government on the 
recommendations of the Public Accounts 
Committee contained in their 43rd Report 
(1968-69) on Appropriation Accounts 
(Civil), 1966-67 and Audit Report (Civil), 
1968, relating to the Department of Food. 

(ii) Ninety-third Report on action taken 
by Government on the recommendations of 
the Public Accounts Committee contained 
in their 58th Report (1968-69) on para 39 
of Audit Report (Civil), 1968, relating to 
Central State Farm, Suratgarh (Department 
of Agriculture). 

SHRI BHUPESH GUPTA (West 
Bengal): I disagree with you. This 
is very unfair. You have allowed 
everybody to speak.................. 

MR. DEPUTY CHAIRMAN: The House 
stands adjourned till 2.30. 

The House then adjourned for 
lunch at thirty-seven minutes past 
one of the clock. 

The House reassembled after lunch at half-
cast two of the clock. 

THE VICE-CHAIRMAN (SHRI AKBAR ALI KHAN) 
in the Chair. 

THE UNION DUTIES OF EXCISE 
(DISTRIBUTION) AMENDMENT BILL,  
1970—contd. 

SHRI BHUPESH GUPTA (West Bengal): 
Sir, I was pleading for more funds for the 
States from the Centre, and that includes also 
your State, Andhra Pradesh. Despite its 
Nizam and so on this State is in financial need 
and therefore it should also be given 
assistance. Now the matter is not receiving 
the attention of the Government as it should. 
In fact the Government is not paying attention 
to the problem of the various States in the 
country. I would just give one or two facts 
here. 

The 5th Finance Commission has suggested 
certain transfers to the States. In the five-year 
period there would be a transfer of Rs. 4,266 
crores according to the recommendation of 
the 5th Finance Commission, out of which Rs. 
3,628 crores would be by way of share in 
Central taxes including Rs. 81 crores in lieu of 
tax on railway passengers and Rs. 638 crores 
as gants-in-aid. The annual average comes 
over the five-year period to Rs. 723 crores. 
That is all that will be transferred every year 
under the recommendations of the Finance 
Commission to the States. This fund would 
seem totally inadequate compared to the 
requirements of the States. Then I should like 
also to point out that under    the    draft 
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Plan of the Rs. 6,066 crores outlay in the 
States, the States are asked to find Rs. 2,566 
crores which again is a very big sum for the 
States to find in the present situation. 

These are some basic figures I have given 
in order to point out the financial difficulties 
of the States. 

What is the position of the States in regard 
to their internal revenue? Last year only 8 
States out of 17 were in a position to propose 
certain additional taxation, and that also 
amounted to only Rs. 23 crores; that is to say, 
out of 17 States only 8 can propose new taxes 
and they could raise together through their 
own budgets a total of Rs. 23 crores, which is 
a very small sum. I think it is Birla's pocket 
money; Rs. 23 crores may be treated as the 
pocket-money of Birla or anyone in Nizam's 
harem, provided she is his .favourite, would 
be able to produce Rs. 23 crores. Such is the 
position. Therefore, you cannot expect the 
States to raise the revenue from their internal 
resources. As against that the situation now is, 
according to the latest Budget papers in 1970-
71 the Centre expects from the States re-
payment of loans and advances of the order of 
Rs. 600 crores, that is to say, the States are 
expected to pay back to the Centre Rs. 60 
crores. This is another grim side of the pic-
ture. Would it be possible for the States to pay 
so much money when most of the States, 
practically all, are running deficits, when their 
finances are in such a critical position? 
According to the Budget speech and Budget 
papers and other papers it appears that the 
overdrafts by the State Governments together 
come to Rs. 173 crores, their overdrafts on the 
Reserve Bank and the State Bank comes to 
Rs. 173 crores. The States are not in a position 
to meet their even barest requirements from 
their internal resources. Therefore, I do not 
think that the States would be in a position to 
finance even their minimum budgetary re-
quirements, leave alone their planned 
development. Here, as I said before, the total 
debts of the States 

to the Centre are already of the order of Rs. 
7,000 crores as against the Government of 
India's public debt of, according to the latest 
figure, Rs. 14,420 crores. This is the position. 
Now I should like to know how the 
Government is going to meet the situation. 
The Budget shows no plan. Government does 
not seem to have any plan, and all that we are 
told is that we should go by the recom-
mendation of the Finance Commission which 
is absolutely inadequate. Therefore, it is 
essential, pending the drastic revision of the 
financial structure of the Indian Republic 
specially in relation to the States and the 
Centre, that the Centre should provide much 
more money by way of assistance not only 
through its own agencies but also directly, 
also through the nationalised banks, and so 
on. This matter is under discussion in the 
Planning Commission. I have, I think, given 
you enough figures to make out the point. 

Now what is the position? The sales tax 
today comes to according to budget estimate 
for 1969-70 Rs. 619 crores, and the budget 
deficits for the last year of all the States were 
Rs. 266 crores, all the States in India together 
Rs. 266 crores. Similar budget deficits are 
likely to be there also in the coming year. Any 
how the sales tax has reached the saturation 
point and the States do not have other sources 
of taxation. 

Now one or two points and I finish. You 
are failing to realise money. Income-tax 
collections are in arrear to the extent of Rs. 
555.99 crores. 

The States are not responsible for it. You 
are collecting the money and evasion and 
avoidance at the top is the highest. Therefore 
you should collect it. Here I have got a list of 
income-tax arrears from Dilip Kumar, Asha 
Parekh, Mala Sinha and others. A fantastic 
thing. These film stars—I do not know why 
they are avoiding so much tax and evading, 
think they are better artistes, some of them, on 
tax-evasion than on the screen. If appears so. 
This is the portion. Get at that. 
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Mr. Vice-Chairman, I was shocked the other 
day when the Government divulged about the 
Birla's wealth tax and income-tax. Do you 
know how much it is? The latest figure shows 
that Mr. Birla pays a wealth tax on Rs. 366 
crores or so—that means that his wealth will 
be of that order—of Rs. 1,75,000. Am I to 
believe that Mr. Birla pays an income-tax, 
according to the latest figure, the highest of Rs. 
2 lakhs a year, that the Birlas did not pay any 
Birlas' income-tax is Rs. 2 lakhs a year, that 
the Birlas did not pay any Capital Gains tax at 
all in the five years except for one year? The 
Birlas have paid a gift tax—the highest is Rs. 
6,600. Am I to understand that the Birlas' 
claim for making gifts is unending so that the 
tax is so small? That is the position. So. I say 
that you are failing. Therefore collect this tax 
from the top. 

As far as the Budget is concerned, I am 
shocked that this Budget does not impose any 
new taxes on the corporate sector, the biggest 
source of tax revenue. On the contrary, it 
imposes a tax on sugar, on kerosene, on cheap 
cigarettes and something else. Now, I do not 
mind expensive cigarettes. Why should it be 
so? Now. this money will come from the 
States. Then something will be ploughed back 
by way of transfer. I say that this reactionary 
feature of taxing the people all the time must 
end, and we expected some relief given to the 
common man. According to this Budget, Rs. 
1,700 crores will be collected as Union excise 
duties. Union excise duties have gone up by 
Rs. 300 crores over the last few years whereas 
the direct taxes which the rich pay are 
showing a decline. This is an utterly wrong 
situation which we are facing today. 

Sir, you are looking at me. I do not wish to 
take much of your time. Finally, I make these 
proposals. Firstly, the Finance Commission is 
not good enough. The Government should de 
novo consider the entire question of financial 
and budgetary relations between the Stat? and 
the 

Centre and it will be necessary that the 
Government of India should come out with 
proposals for the amendment of the 
Constitution so that the Finance 
Commission's powers—if the Finance 
Commission remains—are widened in favour 
of the States, to give more funds to the States. 
More than that, the States should be given the 
authority and power to raise revenue from the 
various sources which are now exclusively 
available to the Central Government. The 
States would not like to live on the doles from 
the Central Government. The States when 
they are carrying on and expanding 
developmental activities should be given 
equal or commensurate accommodation in the 
matter of revenue-raising. Therefore, this 
whole question shouM be discussed de nouo 
with a view to settling the relations on a 
proper, just and equitable basis so that the 
States are not just to stand with a beggar's 
bowl before the Centre all the time. 

The third point is, immediately the Centre 
should make more grants-in-aid as well as ad 
hoc assistance available to the various States 
certainly not only for developmental activities 
but also for some of their budgetary 
requirements. As I have suggested, in the case 
of West Bengal, we immediately need_ Rs. 29 
crores to meet the extreme difficulties that we 
are facing in the matter of budget. And the 
Reserve Bank of India and the State Bank of 
India shouldi be asked to lend to the State, 
sanction loans, and there should not be any 
kind of curb or restraint on the overdraft by 
the State on the State Bank or the Reserve 
Bank, and this can be gone into between the 
Stateand the Centre. But there should be 
provision for that. The nationalised banks, 
fourteen of them, should be given clear and 
categorical instructions that they should make 
the maximum possible efforts to 
accommodate the demands of the States and 
give them the necessary financial assistance. 
Similarly., the financial institutions and the 
credit institutions of the Government of 
India—there are several of them—should 
extend financial 
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accommodation—loans—to the States on the 
basis of projects, not for ordinary budgetary 
purposes, but also on the basis of projects. 
That should be done. 

Finally, I would suggest that the Prime 
Minister who is also in charge of the Finance 
portfolio should call a conference of the Chief 
Ministers of the States and the Finance Minis-
ters of the States in order to discuss the 
question of Centre-State relations vis-a-vis the 
financial problems and the question of 
financial assistance to the States. The State 
allocation for land under the Fourth Plan must 
be substantially raised from the present Rs. 
600 odd crores a year to almost double the 
amount. This is also very essential. And about 
income-tax and son, this question has 
particularly to be gone into. 

Mr. Vice-Chairman, I make the foregoing 
suggestions taking into account the 
requirements of the States and I am not 
introducing any party considerations into this 
matter, whether the States are run by Congress 
(0) or Congress (R) or other parties, all require 
to be helped by the Centre. Let not the Centre 
sit here as the Jagat Seth of the Indian 
administration and the Indian States and be 
called to distribute funds as it likes regardless 
of the requirements of the States. I think the 
gap here can be covered by them, by 
borrowing from foreign sources and by 
printing the notes. I say, alternatively give us a 
share. Let us share the printing of notes 
together also. I can understand that. No, you 
will not give it. I know. Notes I want. You will 
borrow money from America, from 
everywhere and load the country with a 
burden. But these two major sources of 
revenue are not available to the States. You are 
not fit to teach the States how to manage their 
finances when you have mismanaged your 
finances to the extent of Rs. 14,000 crores of 
public debt and also Rs. 6,000 crores of 
foreign borrowings. And you have no right to 
advise them. Today your task is to have an 
open mind about the States   and   settle   this   
matter. 

And I have made the proposal for a 
conference of this kind and it should be held. 
I would appeal to the Chief Ministers and the 
Finance Ministers of the various States to take 
up the matter seriously from the point of view 
of their States and the national economy as a 
whole and compel the Central Government so 
that a conference of this kind is held and the 
matter is thrashed out in the changed political 
situation of today. It is all the more urgent, 
and in view of the economic progress that we 
have in mind—many of us— this is 
absolutely an imperative task which must be 
undertaken in all seriousness. We want to 
overcome the past legacies and break with the 
past in this matter. 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): You have made the Budget 
speech. Better not speak on the Budget. 

SHRI A. G. KULKARNI (Maharashtra): 
Sir, regarding this Union Duties of Excise 
(Distribution) Amendment Bill, 1970 based 
on the Filth Finance Commission's Report, I 
want to submit to the House that the Fifth 
Finance Commission has distributed Union 
Excise Duties and the Grants-in-aid. and have 
assigned different criteria for the distribution 
of the Excise Duties. 

By and large, Sir, though the Fifth Finance 
Commission and the Bill brought by the 
Government are agreeable to this, the 
difficulty is with regard to the advanced States 
like Maharashtra because in this country the 
biggest effort is made by the advanced States 
to contribute to the national exchequer but 
while getting the return from the Centre it is 
the advanced States which are the sufferers. 

Sir, the Maharashtra State has never lagged 
behind in the integration policies of the 
Government. But my difficulty is that the 
criterion suggested here has got certain lacuna. 
There are erring States. I do not want to enter 
into a dialogue on lawlessness and all those 
things. It is all said and done... 
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THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): There is a limit and purpose of 
this Bill. 

SHRI A. G. KULKARNI: Yes, Sir. But I 
cannot tail to mention that unless each State 
behaves properly and contributes to the 
general production in industry and economy, 
whether in agriculture or industry, it cannot 
expect the Central Government to come to its 
assistance and to pay for its overdrafts. What 
is happening in this country? 

Sir, certain erring States are overdrawing 
from the Reserve Bank of India and it is the 
Central Government which is going to their 
assistance. What 1 plead with you is that at 
some time there must be a stop to this 
procedure because the difficulty is that it is a 
drag on the advanced States because the funds 
which would have oome to them are being 
again channelised to pay back the overdraft. 
Why I suggest this is this. They have evolved 
certain criteria. In an advanced State also 
every village and each town is not advanced. 
There are certain pockets where advancement 
of industry has taken place just like in my 
State. It is only the Bombay-Poona region 
which is supposed to be an advanced region. 
But the rest of the State is utterly backward. 
They might not be knowing our index of 
industrial production, index of electricity con-
sumption in the backward areas of the 
Maharashtra State. 

Sir, as you know, there is a great 
agitation going on in the Vidarbha 
region, in the Marathawada region, 
in the Konkan region . . . (Interrup 
tion by Shri Chitta Basu). Why are 
you jealous? You do not work in 
your State and then go on nodding 
your head. , 

SHRI BHUPESH GUPTA: I see. The 
backward areas there seem to have produced a 
substantial man like you. 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): You address me, Mr. Kulkarni. 
You have got ten minutes. 

SHRI A. G. KULKARNI: My difficulty is 
this. These people from West Bengal do not 
want to work themselves. They do not want 
to produce anything and contribute to the na-
tional' exchequer, but they want everything 
back from the Centre. That has been 
happening right from Dr. B. C. Roy till date. 
Mr. Bhupesh Gupta, you have got all the 
public sector industries while we are .starved 
of industries and you ask for more and 
threaten our Ministers. We would not allow 
you to threaten them. 

SHRI BHUPESH GUPTA: Oh a point of 
personal explanation. In the matter of 
industrial production, certainly we are not 
doing badly. A substantial percentage of 
industrial 'production comes from West Ben-
•gal. He cannot deny that. And in the matter of 
contributing revenue to the Centre, let him say 
how much we pay from Calcutta alone. 

SHRI A. G KULKARNI: Yes, that is 
declining day by day because of your gheraos 
and lawlessness. What I want to submit to 
you in all seriousness . . . 

SHRI PIT AMBER DAS (Uttar Pradesh): 
The difficulty is another. Sir. The more Mr. 
Bhupesh Gupta tries to explain his 
personality the more complicated it becomes. 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): I am inclined to agree with 
you. 

SHRI BHUPESH GUPTA: Sir, another 
personal explanation is called for. 

SHRI A. G. KULKARNI: What I wanted 
to submit to you is that in the advanced States 
also there are backward areas. And the 
Government has also accepted that. (Inter-
ruption by Shri Chitta Basu). Why is he 
shouting? 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): You ignore him. 

SHRI A. G KULKARNI: What I want to 
say is that in the Chief Ministers'  Conference 
also lately it 
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was decided that the criterion as enunciated in 
the Fifth Finance Commission report has to be 
changed to the extent that the backwardness in 
the index of production, or per capita income 
is not to be counted alone. Even in the 
advanced States the Government will recog-
nise that there are backward areas, and that is 
why I wanted to know from the Minister what 
provision has been made for that purpose. 

In this connection I may submit that.the 
States are also erring, including my State. I 
assert that they are avoiding to tax the 
agricultural community, I mean the rich 
agricultural community. I do not want to 
quote figures, but the contribution to national 
production is 50 per cent, from agriculture and 
50 per cent, from industry. 

Even in matters of savings, you know it is 
the urban population which saves more than 
the rural population. There is now an absolute 
necessity of giving more grants in aid to the 
States. The States must be also asked to 
mobilise their own resources. Even in the 
Fourth Five Year Plan and in the Budget 
Speech the Prime Minister has announced 
more funds to be channelised in the public 
sector and to be diverted to the States. It is 
quite all right. But what I want to submit is 
that if the agricultural tax comes into the State 
field, there is nothing to be afraid of. And this 
system of overdrawing on the Reserve Bank 
of India and then being charged to the Central 
Government should stop. What I want to say 
is that the State Governments must come 
forward with certain proposals to mobilise 
their own resources through agriculture . . . 
(Shri A. P. Chatterjee was seen conversing 
with the Chair). He has come to ask you 
something, it seems. I thought he had gone 
there for something else. Because he is from 
West Bengal, that is why I was anxious. What 
does he want to do there? 

SHRI BHUPESH GUPTA: Remember that 
your Sharda Mukher-jee was married to a 
Bengali. 

SHRI A. G. KULKARNI: What I want to 
say is that in case of agriculture, wet land 
nowadays gives increased agricultural income 
and there is a possibility of mopping up that 
money. It present in the Maharashtra State it is 
being mopped up as education cess, water 
cess, etc. That is being done. But the other 
States are not doing that. What I am saying is 
that Maharashtra is not erring at all in these 
matters. I do not know what is their overdraft. 
But it must be the minimum. But other States 
are afraid of taxing the agricultural income. 

SHRI BHUPESH GUPTA: How much 
have you overdrawn as a co-operator? 

SHRI A. G. KULKARNI: Not a single 
paisa. So I want some explanation on 
backwardness in an advanced State. This 
overdraft has to be seriously restricted, 
seriously reduced. The Government should 
not feel shy in hauling up the States which 
have more overdraft. And for that purpose the 
advanced States should not be made to 
contribute to those areas where they are 
drawing overdraft. Thank you. 
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THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): Mr. Yadav, we are dealing with 
the distribution of excise duties. It is not a 
debate on the Budget where you can speak 
about other things also. 
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THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): Mr. Chitta Basu. Ten minutes 
each. 

SHRI CHITTA BASU (West Bengal): Mr. 
Vice-Chairman, Sir, the debate on the Union 
Duties of Excise (Distribution) Amendment Bill 
would naturally raise, or bring to the fore, the 
fundamental question of the devolution of the 
financial resources between the States and the 
Centre. Not only has this question been raised 
in the course of this debate, but it is a fact well 
known to the Government of India and parti-
cularly to the Minister who is piloting this Bill. 

Sir, the cardinal principle in the matter of 
devolution of the financial resources between 
the States and the Centre should be the question 
of the need of the particular State which the 
Government of that State is to fulfil. Now a 
simple answer may be given by the Minister 
that since the Fifth Finance Commission has 
deliberated upon this and has given a certain set 
of recommendations, there is no scope for 
further discussion on the matter of devolution. 
But I want to make out one point. The Fifth 
Finance Commission had to work under a set of 
constitutional provisions and under those 
constitutional provisions they had  to make the  
recommendations. 
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But you would agree with me.   Mr. Vice-
Chairman, that there has been a vast change 
in the political situation of the  country  and  
there  has been a vast change in the mood of 
the people. And a  democratic Government 
cannot but respond to the democratic  urges  
and aspirations of the people. After the Fifth 
Finance Commission, every important    
State has been taken by the Government of 
India in the direction of nationalisation of 
banks. After the recommendations of    the   
Fifth    Finance Commission,   several State   
Governments are also taking certain steps in 
keeping  with the  new  urges of the people. 
For example, the Uttar Pradesh  Government 
has     recently decided to do away with land 
revenue. The West  Bengal  Government has  
decided  to do  away with  land revenue.   
Some other   State Governments     have    
already    done    that. Naturally    these    
measures    of the State  Governments  are    
likely     to deplete the resources at their 
disposal. At the same time, the needs of the 
States are regularly on the increase. Now, if 
the Government of India  really feels that 
steps are to be taken to fulfil more and    
more the needs of the people, the resources  
have to  be  expanded.  But the resources of 
the States are limited. Those resources are     
inelastic.     As has been correctly pointed 
out,    the only  elastic source for taxation  by 
the State    Government is sales tax. I think 
that has reached the peak. In almost  all the 
States sales    tax has    been    taken    
recourse to in a very large measure. 

Therefore, there is no more scope for 
further taxation whereas the Central 
Government has got enough scope for 
raising its resources. Therefore, bearing this 
point in mind and realising and appreciating 
the difficulties of the States, the 
Government should redetermine, 
reformulate, the principle governing the 
devolution of resources between the States 
and the Centre. I wish the Government had 
taken into consideration this particular 
aspect. I find in this Bill an increase of only 
Rs. 45 crores is being visualised towards 
the States. L/S4RSS—8 

That means the particular aspect of the 
States' needs have not been properly taken 
into consideration. And for that the 
Government of India should find out some 
means by which this very important and 
vital question can be -further deliberated 
upon and a new set of principles de-
termined. 

As far as the criterion for the devolution of 
resources is concerned. I think population has 
been taken to be the basis. Population alone 
should not be taken to be the basis for the 
devolution as has been pointed out by many 
Members. It is not only a question  of  
population, but it  is  a question of the needs 
qf the respective States. I  agree with Mr.  
Kul-karni. He has made a very important 
point.  An  advanced State  has     its own 
problems to tackle. Unless the industrially    
advanced    States    are given certain 
concessions in the matter  of  devolution  of    
resources,     I think further progress of those 
States will not be ensured. But it does not 
mean that efforts    should    not    be made for 
the eradication of regional imbalances. And 
merely the eradication of regional imbalances    
should also not be the sole    consideration. 
Full    consideration should be there for a. 
further development of    the developing 
States or partially developed    States.    
Financial    measures should not be a 
hindrance in their further progress. Therefore, 
what I urge upon the Government of India is 
that it should    reformulate   the basic  and 
cardinal principle in  the matter of the 
devolution of resources between the States 
and the Centre on the basis of the needs of the 
respective States. Population should not be 
the only determining factor because that 
would create    difficulties in the more 
equitable distribution of resources between 
the States and the Centre thereby affecting 
and harming the federalism of our country. I 
request that the Government should take  a  
serious  note of  this particular aspect. 

THE VICE-CHAIRMAN (SHRI 
AKBAR ALI KHAN): As we have 
exceeded the allotted time I would request 
honourable Members to con- 
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[Shri Akbar Ali Khan] fine    their   remarks    
only    to    five minutes. 

SHRI HAMID ALI SCHAMNAD (Kerala): 
Mr. Vice-Chairman, I submit that this Bill 
intends to give efl'ect to the recommendations 
of the Filth Finance Commission, and n this 
connection I would like to point out a few 
things. As my honourable friend has pointed 
out, when financial assistance is distributed to 
the States, it is the needs of the States which 
should be taken into consideration and not the 
population nor the area nor anything else. If a 
father has got five children, the financial aid is 
not given equally to all. If a particular son 
happens to be weak or disabled, special atten-
tion is given to him by his father or mother. So 
also, the Centre should consider which State is 
weak, and that particular weak State should be 
brought on a par with other States. So, when 
financial aid is given, the needs of t)he 
different States should be taken into 
consideration. In this connection I may point 
out that in my State of Kerala which is a back-
ward State, the percentage of literacy is very 
high and the number of the educated 
population is also very high. But at the same 
time Kerala earns a lot of foreign exchange for 
the country. It produces tea, rubber, pepper, 
coffee and cashewnuts and exports large quan-
tities of these products to foreign countries. By 
this Kerala earns foreign exchange for the 
whole of India. But the financial assistance 
being given to Kerala is not worth mentioning. 
In allotting financial aid sometimes political 
considerations come in. Sometimes if the 
Centre is frightened by a particular State, if 
that particular State is a force to reckon with, 
that particular State gets a larger quota. 
Definitely these and other considerations are 
coming in. This should not be there. The only 
consideration should be the weaknesses of the 
State, the poverty of the State, for distributing 
financial assistance. 

I may also point    out    that    the Kerala 
Government has drawn up a 

master plan for fisheries development and the 
matter is pending with the Government of 
India. If that master plan is implemented, the 
food problem of Kerala would be solved once 
and for all. The problem of unemployment 
also could be solved to some extent and the 
wealth of India could be increased by 
implementing the master plan drawn up by the 
Kerala Government. In spite of repeated 
reminders the Government of India has not 
replied to that proposal so far. This sort of 
step-motherly treatment should be stopped 
and financial aid should be given according to 
the needs of the States. Thank you. 

SHRI A. P. CHATTERJEE (West Bengal): 
Mr. Vice-Chairman, I am not going to take 
much time of the House because actually on 
the question of the Fifth Finance Commission, 
on the question of the devolution of resources, 
I have already tabled a Resolution and I hope 
I will get some time to speak at length on that 
subject how actually the financial allocation 
should be made between the Centre and the 
States. And I would only say a few words 
now. But before I speak on those few points, I 
would certainly begin by welcoming this Bill 
because it has gone ahead, at least to some 
extent, in implementing th recommendations 
of the Fifth Finance Commission—the 
additional duties of excise are being granted 
back to the States for being collected as well 
as for^Jbeing appropriated by the States. I 
welcome this Bill so far as it goes. 

I should also like to say that as far as 
Bengal is concerned, it is faced with a very 
big deficit in the budget. I am referring to the 
budget statement made by Mr. Ajoy 
Mukherjee, the Chief Minister. . . 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): Mr. Chatter-jee, you were not 
here; Mr. Bhupesh Gupta has  already referred 
to it. 

SHRI A. P. CHATTERJEE; Well, I will 
add. a few words to what he said.  West  
Bengal  is faced  with  a 
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very big deficit, a deficit    of   more than Rs. 
40 crores. We must also remember  and I 
have  also placed it before  this House for   
being  noted, that as far as the budget is 
concerned, the budget started with an open-
ing   balance  of about Rs.  20 crores or a 
little more than that. And that balance of Rs. 
20 crores has   been handed    over    to   us,    
along    with greater liabilities,   by the     
Government of Dharma Vira. It is true that as 
far as the Fifth Finance Commission is 
concerned, the Fifth Finance Commission    
has    given    us    some grants no doubt. But 
even then as the Finance Minister of West   
Bengal has stated,, because of the recent Pay   
Commission's   award   for   the grant of 
dearness allowance at Central Government's 
rates to these employees, our expenditure on 
this account only  will amount to Rs.    53 
crores per year while the grant that has been 
given to us  by the Fifth Finance  
Commission w'ill    not     be more    than Rs. 
34 crores per year. Now, this is a drag. And it 
is also to be pointed out before the House as 
has been pointed out by the Chief Minister of 
the State of West Bengal in his budget 
speech that during the term of    the    Fourth    
Finance Commission or during the tenure of 
the  award of the  Fourth     Finance 
Commission    we    have   found that about    
six    States had a surplus of Rs.  1,270 
crores—of course,    among them are Bihar 
and U.P. And even during  the  Fourth Five 
Year  Plan out     of what has been granted by 
the Fifth Finance Commission, they will be 
left with a balance of about Rs, 373.73 
crores. Whereas these six or seven States are 
being left with this huge balance, as far as    
West Bengal is concerned, it has now pre-
sented a budget which has a deficit of Rs. 40 
crores and I do not know how we  can meet 
our Fourth Plan of Rs. 320 crores. 

Already, Sir, we have foregone land 
revenue to a great extent and we are 
distributing land free. Therefore as far as 
agricultural land revenue is concerned, the 
flexibility has gone and we cannot expect 
much from   that   source,    Therefore   the 

Centre has got to think a little more deeply 
how to allocate more funds to at least those 
States where the density of population is 
more, e.g. the State of West Bengal. The 
question of population will have to be 
considered along with Jhe density of 
population. For example there may be a big 
country but there may be only 10 persons 
per square mile. But as far as West Bengal 
is concerned, we have lesser population 
than Uttar Pradesh or Bihar but our density 
of population—both in Bengal and 
Kerala— is much higher than elsewhere. 
And when such States are industrially 
advanced, the density of population gives 
rise to certain problems and those problems 
demand more attention. Therefore all these 
factors will have to be taken 'into 
consideration by the Finance Minister. Of 
course, I welcome this Bill so far as it goes. 
Thank you. 

SHRI     U.     K.       LAKSHMANA 
GOWDA  (Mysore):   Mr. Vice-Chairman, 
Sir, I won't take much of your time. This is a 
Bill whicrj relates to the  devolution  of  
excise    revenues between the Centre and 
the States. I   do   agree   with   my   friend,   
Mr. Chitta  Basu,  that the   present  method 
of devolution of excise revenue and grants-
in-aid 'is    not    adequate and satisfactory in 
view of the more developing   needs   of   the   
different States.  The  criterion for this devo-
lution is the population but for the 
development of a State that is not adequate.     
Actually the States are finding it difficult to 
raise their own finances and particularly in 
my State I  say that there is  agricultural 'in-
come-tax and the sales tax has also reached  
its saturation point. So the State will have to 
depend more and more on the Central 
Government. 
[MR. DEPUTY CHAIRMAN in the Chair] 

Sir, by this method of allocating the 
resources on the basis of population the 
iFth Finance Commission has actually 
reduced the percentage of Mysore from 5.4 
to 4.5. This gives some indication with 
regard to the States. On this basis, Sir, so 
far as Mysore is concerned, the State will 
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[Shri U. K. Lakshmana Gowda] be losing 
approximate about Rs. 15 to Rs. 20 crores 
during the period 1969—74. The magnitude 
of this loss to the State can be imagined when 
the excise revenues of the Centre are 
increasing. 

Sir, referring to Mysore further, 1 would 
like to show how on this basis of allocation 
my State is suffering. If you look at the earlier 
figures, so far as Mysore is concerned, the 
First Finance Commission gave Rs. 5.53 
crores, the Second Rs. 73.74 crores, the Third 
Rs. 81.23, the Fourth Rs. 215 crores and the 
Fifth Finance Commission has brought it 
down to Rs. 197.42 crores. If the devolution of 
excise revenues and grants-in-aid is made on 
the present basis, the States will hardly be able 
to cope with their development programmes. 
Therefore I would like to suggest that instead 
of having as the main criteria, as it has been 
taken into consideration by the Fifth Finance 
Commission, the per capita 'income and the 
integrated index of backwardness, the 
financial and budgetary deficit of each State 
should be taken into consideration. Mr. 
Kulkarni mentioned the backwardness in each 
State; Maharashtra or Mysore may be 
advanced States or developed States but 
definitely they have got certain areas which 
are backward and for the development of such 
areas more funds should be made available by 
the Centre. Of course, Mr. Bhupesh Gupta was 
asking for the printing press to be handed over 
to Bengal, which I am not going to do. 

SHRI BHUPESH GUPTA: I said since it is 
not available to us, you should g'Ve us 
money. Jokingly I said, otherwise let us share 
the printing press. 

SHRI U. K. LAKSHMANA GOWDA: I 
want more money to be given to Mysore 
because Mysore has got many development 
plans and many backward areas. 

SPIRI BHUPESH GUPTA: The difficulty 
with Mysore is that there is Mr Nijalingappa 
and 'if we give the printing press to it. it will 
be very dangerous- 

SHRI U. K. LAKSHMANA GOWDA: That 
might be the case with Mr. Jyoti Basu also. 
But here I am speaking about the difficulties 
of the people. The present method of 
devolution is wholly inadequate and 
unsatisfactory. I join with my friends in saying 
that what should be taken into consideration is 
the financial weakness and the budgetary 
deficit of each State as also its needs. 
Otherwise where are the States to raise their 
resources from? Of course the Centre has also 
its own difficulties; I do concede that point. 
But 'it should put in more and more efforts and 
raise more revenues and tax arrears should be 
collected and the public sector undertakings 
should be made to yield more and more; after 
all they have a wider sphere for raising 
resources than the States. Mr. Kulkarni was 
talking about the agricultural income-tax. 
Mysore also has got that tax. But with better 
and better implementation of the Land 
Reforms Act it will become more and more 
difficult to raise the agricultural income-tax, 
because the units are going to be small. Mr. 
Kulkarni referred to the Maharashtra State. 

SHRI BHUPESH GUPTA: Maharashtra is 
a super State. 

SHRI U. K. LAKSHMANA GOWDA: 
Maharashtra is a super State, but it has its 
backward regions also. I have no quarrel with 
them. All that I am saying is that there should 
be a better distribution and the States should 
get more and more from these excise revenues 
and grants-in-aid. Otherwise they will not be 
in a position to cope with their development 
programmes which are already there in the 
Fourth Five Year Plan. Thank you. Sir. 

SHRI AKBAR ALI KHAN (Andhra 
Pradesh): Sir, if the hon. Members have no 
objection, we can finish this Bill in just 10 
minutes. 
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