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GOVERNMENT OF INDIA 
Ministry of Finance 

(Department of Economic Affairs) 

Explanatory Memorandum on the action taken on the 
Recommendations of the 'Third Finance Commissi~n 
in its Report dated the 14th December, 1961. 

The Report of the Third Finance Commission is being laid on the Table of 
Parliament. The recommendations of the Commission are summarised in Sec­
tion vm of the Rep'ort. All the unanimous recommendations of the Commission 
have been accepted. 

2. The Report is not unanimws and there are two reconimendations on 
which there is a minute of dissent from one Member. These are:-

(a) that a special purpose grant be made to certain States for improvement 
of communications; and 

(b) that 75 per cent of the revenue component of the State Plans be included 
in the scheme of devolution recommended by the Commission. 

3. The majority recommendation regarding the special purpose grant for 
improvement of communications has been accepted, but Government 'do not con­
sider it either necessary or desirable to accept the other recommendation. The 
scheme for financing the Plans of States as set out in the Third Five-Year Plan 
provides reasonable assurance to State Governments that, given the necessary 
effort to mobilise resources and subject to an assessment of the overall finan­
cial and economic situation, the necessary Central assistance will be available 
to State Governments through annual plans. There will be no real advantage in 
the States receiving assistance for their Plans partly ,by way of a statutory 
grant-in-aid as recommended by the Commission and partly on the basis of 
annual reviews made by the Planning Commission at the: time of the framing of / 
the annual plans. It is desirable to take an integrated vieVIi of the entire financial/ 
picture of each State, both on revenue and capital accohnts, in relation to the' 
State Plan as a whole. The total amount of Central assi tance which the States 
may expect to receive for their Plans is not likely to be affected either way bY ' 
the decision taken on this recommendation of the Finane Commission. On the 
other hand, there are considerable advantages in continui to work on the basis 

--- of annual Plans and yearly assessments of the financial d-IJ:o9.C..!i'.r.t.~--
and the States, so that adjustments, if necessary, can be made from year to 
year. In view of its large size and the wide range of actl.vities embodied in the 

' Third Plan, annual plans and reviews are an essential means of improving per­
formance in all sectors, ensuring the fullesteffortto raise resources, maintain­
ing a satisfactory balance between different types of projects, particularly those 
which are of high priority and in one way or another inter-dependent. These 
purposes will be better served through suitable changes, where appropriate, in 
the existing procedures, rather than by converting any portion of Central assis­
tance for State Plans into statutory grants, which niust by their very nature lack 
flexibility. At the same time, to enable State Govemmems to make any day-to-

. day adjustments that may become necessary within the framework of their annual . 
plans, procedures relating to the administration of Central assistance towards 
Plan expenditure have been already simplified and it is proposed to make them 
more flexible after consultation with the States. 
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4. The Commission's recommendations fall into three categories, those ·to 
be implemented by an Order of the President, those to be implemented by law by 
Parliament and those to be implemented by executiv~ orders. The recommen­
dations under Articles .270 and 275(1) of the Constitution fall in the first category 
and the necessary Order will be submitted to the· President for approval. The 
recommendations relating to the,distribution of Union Duties of Excise, includ­
ing Additional Duties and Estate Duty on property other than agricultural land 
fall in the second category. Necessary legislation is being promoted in the cur­
rent session of Parliament to implement them. The recommendation regarding 
.the distribution of the ad hoc grant to the States in lieu of their share of tax on 
Railway fares will be implemented by executive orders. · ·· ·· 

5. The Commission has also made c~rtain general observations in Chapter 
vn of its ~port. Th~se d~ not require any immediate decision and will be con-

=~d m doo coor~ m ~Wloo wUh ~ &~ J.TP••-
(L. K. Jha) 

\ Secretary to the Government of India 

New Delhi, 
Dated the 12th March, 1_962. 
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I. CONSTITUTION OF THE COMMISSION AND ITS TERMS OF 
REFERENCE' -

MINisTRY OF FINANCE . - . . . 

(Depa~tment of Economic Aftairs) 
. . . ' ' . ~ 

NOTIFICATION 

New Delhi,. the 2nd. December, 1960 .. 

S.O. 2913.-The following ordet ma~e by the· President' is publish- · 
~ed for general informatiQn:-:-

ORDER 

In pursuance of the provisions of article 280 of the Constitution of 
:India and of the Finance Commission (Miscellaneous Provisions) Act, 
1951 (xxxni of 1951), the President is pleased· to constitute a Fin­
.ance Commission · consisting of Shri . Ashok Kumar ·chanda as the · 
·Chairman and' the following fo~ members; viz., . · 

(1) Shri P. Govinda Menori, -former Chief Ministe:r; of Kerala 
, State. · 

,(2) Shri Dwijendra Nath Roy, Retired High Court Judge, 
Allahabad. 

'(3) Prof. M. V. Mathur, Head of the Department of' Economics· 
and Public Administration, University of Rajasthan, Jaipur. 

(4) Shri G. R KamarMember-Secretary. 

2. The members of the Commission shall hold office for a period 
.of twelve months from the data on which they respectively assume 
-office. 

3. The Chairman of the Commission, Shri Ashok Kumar Chanda, 
shall be part-time Chairman, whereas the members shall render 
-whole-time service to the Commission. · 

4. In addition to the matters on which under the provisions of sub­
Glauses (a) and (b) of clause (3) of article. 280 of the Constitution, 
the Commission is required to make recommendations, the Commis­
.sion should also make recommendations in regard to-

(a) the States which are in need. of assistance by way of grants­
in-aid of their revenues under article 2'15, and the sums to 
be paid to those States other than the sums specified in the 



'2 

. provisos to clause (1) of that article, hving regar~ amonc 
. other considerations, ~ _ 

· , (i) ; the reqtrlrements of the third Five:. Year Plan, and · · 

(ii) the efforts to be made by those States to raise addi­
tional revenue from the sources available to them; 

(b) the changes, if any' to be made bt the principles governing: 
-the diStribution amongst the States under article 269 of the-· 
ne_t proceeds in any financial year of estate duty m respect 

· _ of property other than agricultural land; · 
~ . . . 

(c) the changes, if any, to be made in the principles governing_ 
· · the distribution among the States under article 269 of the 

· net proceeds in any financial year of taxes on railway fares; 
and . 

(d) the changes, if any, to be made in" the principles governing, 
, . the distribution of the net proceeds in any financial year 
~ - of the additional excise duties levied 9n each of the follow-

ing commodities, namely:-

- (i) cotton fa~rici, 
. (ii) rayon or artificial silk fabrics, 
. . . 

(iii) woollen fabrics, 

_(iv) sugar, and 

. · (v) tobacco, including manufactured tobacco, i:n replace­
ment of the States sales taxes formerly levied by the 
State Governments: 

ProVided that the share accruing to each State shall not be 
less than the revenue realised from the levy cif sales tax in 
the financial year_ 1956-57 in that' State. 

5. The r~mendations of the Commlssion shall, in each of the­
above wes, cover th~ period of four years conunencing from the 1st 
AprU, 1962. . 

RAJENDRA PRASAD,. 
President .. 

[No. FC. 5(1)-A/601 

K. P. MATHRANI., 
Additional Secretary. 



!From 

'To 

:Sir, 

No .. F. 4n4)-B/80. 

GOVERNMENT. OV -l:NDIA. 
MJNISTRY OF FINANCE .. 

{&eJ)&rlment of Economic ~irs) · 

· New Delhi, the. 28th Febru.a.ry,· 1961 

Shri K. P. Mathrani, I.C.S., 
Additional SeCretary to the Government of India. . · , 

The Secretary to the Finance Commission, 

New Delhf. 

1 am ~ected to invite a reference to paragraph .4(c) of the Order 
issued by the President on . the 2nd December, 1960, regarding the 
·constitution and te~ of reference of the third Finance Commission 
. ·and to state that subsequent to tlie· issue of this Order, it has been 
.decided, in' pursuance of the recommendations made ,by 'the Railway 
•Convention Committee, l960, to merge the tax on Railway fares with 
the passenger fares from the lst April, 1961. Ac.cordingly, it is ~ . 
-proposed to repeal the Railway Passeng~r Fares Act, 1957. with effect 
from that date. With the repeal of this Act, the question of the distri-­
bution amongst the States under article 269 of its net proceeds will not 
arise. The Railways, however, have agreed to pay .to the General 
Revenues a fixed sum of Rs. 12·5 crores per year during the quin­
quennium 1961-66 representing the average. of the actual collections 
during the two years 1958-59 and 1959-60. This amount is proposed to 
be distributed amongst the States as a grant under article 282 of the 
Constitution. 

2. The President has been pleased to decide that the Commission· 
may be requested to make its reco:nimendations as to the manner in 
wlD.ch the said sum of Rs. 12·5 crores should be distributed amongst· 
'the States. It is proposed to give effect to these recommendations 
from the year commencing on the 1st April, 1961. 
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3. I am to request that this reference may be placed before the­
Commission for necessary action. Accordingly, no recommendation 
of the Commission will be necessary in regard to paragraph 4(c) of: 
the Order. -

Yotirs faithfully, 

K. P. MATHRANI, 
Additional Secretary to the Government of.lndt.l .. 



From 

To 

GOVERNMENT OF INDIA 

MINISTRY·OF :FINANCE 

·· (Depar_pnent~of. Economic. AJiair$) 

'New:Delhi,tthe-'21si Aprll, 1961. 

Shri K. P. Mathrani,.I.C.S., . 
Addi_tio~ai Secretary to 'the ~vernment of India. 

The Member.;.Secretary; 
·Finance- Commission, 

New Delhi 

SUBJECT: .Levy of .Additional Excise Duty on miU-made silk fabrics. 

Sir, 

I am directed to f!tate that undet the Additional.Duties of Excise 
(Goods of Special Importance) Act, 1957, additional excise duties are 

. being levied on sugar, tobacco, cotton fabrics, rayon or artificial silk 
fabrics and woollen fabrics in replacement of sales tax formerly levied 
by the State Governments. The net proceeds from those duties are 
distributed amongst the States in accordance With the provisions of 
section 4 of this Act read with the Second Schedule thereto. When 
the scheme was implemented in 1957, no additional excise. duty was· 
levied on pure silk fabrics which were not subject to any basic excise 
duty. Consequently, the States continued to levy sales tax on pure 
silk fabrics. With the imposition of basic excise duty on pure silk 
fabrics from the 1st March, 1960, it has been decided after consultation 
with the State Governments, to levy an additional excise duty on such 
fabrics other ·than those manufactured on hand-looms with effect from 
the 1st March, 1961. Necessary provision for this purpose has been 
made in the Finance Bill, 1961. The States would, on their part, 
abolish the sales tax on pure silk fabrics. As the amount to be distri­
buted amongst the States will also include the net proceeds of the 

5 
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additional excise duty on silk fabrics, it is neeessary to amplify para­
graph 4(d) ~the terms of reference of the Commission by adding 
the item 'silk fabrics'. I am, a~gly -to state that this paragraph 
wiD stand amended as follows:-. -

· "4(d) _the changes,pif any, to be made in the p~clples govern-
. ing the distribution of the net proceeds in any financial year . 

of the additional excise duties levied on each of the follow­
ing commodities, namely:~ 

(i) ootton fabiics, 

· (ii) rayon or artifi~_ silk fabrics, 

(ill) silk· fabrics,· 

(iv")" woollen fabricS, 

.(v) silgar, and 

(vi) tobacco, including manufactured_ tobacco, m replace-. 
,_ ment of the States sales -taxes .formerly levied by the 

State Governments." 

Yours faithfully, 

' K. P. MATHRANI, . 
. Additional Se~etarv to the Government of I~di4. 
.. · - -..... 



It PROCEDURE ADOPTED. 

·we met in inaugural. session on December 15, 1960, and completed 
.our work wi~ the period prescribed arid signed our report on this 
day of December 14, 196L . 

.2. As a prelude to the constitution of the Commission, the Gov­
ment of India had taken preliminary steps for the collection ¢ 
material required for the work of the ·commission. .Shri G. R Kainat . 
was placed on special duty in tlie 'Ministry of Finance ~·September 
1960 for this purpose .. Later, he WaS appointed Member-Secretary of 
the Commission. In addition to as~embling the. staff 9f the _Colillliig,.· 
:sion and· making other necessary &rrangements for ·its work, . he , 

. requested the Union and State Governments to 'pr~pare for our. co~- · 
:sideration forecasts of their _revenue and. expenditure ·for each of· 
the five years of the third Pian· period. The States were requested 
.also to furnish memoranda incorporating their views on the- various 

. iSsues which were likely tO be in our terms of reference.· Similarly, . 
· material was called for on a number of other important. pomts rel~ 

vant to a study of their cases (Appendix V). Information was also 
-called for from the State Goverri.ments on the action taken by~ them 
.on the various suggestions made by the second Commission as also . 
.on the recommendations of the ';l'axation Enquiry Commission. 

.. . . ' 

3. After assuming office, we decided to 89opt the rules of buSiness 
framed by the second Finance Commission with one or two minor 

·-changes to regulate our work. We also decided to conform to the 
procedure followed by our predecessors in the matter of discussions 

· -and consultation with the State Governments and others. · · · ' 

' . 
4. To obtain the views of all those interested in the questions 

before us, we issued a press note on December 15, 1960 (Appendix· 
IV). We received a number of memoranda in response. · 

a. We considered that, in addition to material' already called for, 
we should obtain the views of ·the State Governments on the dual 
allocation of grants, under article 275 of the Constitution on the 
recommendations of the Finance Commission and under article 282 
by the Union Government. Similarly; we requested the State Gov­
-ernments to furnish details of their resp.ective schemes of_ democratic 
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decentr~zation (Panc.hayati Raj) so that we could study-their impact 
on the rev~nue estimates of the States (Appendix V). 

6. We also requested the Comptroller and Auditor General of 
·I_nma .to hlstruct lb.is; ~~cipal .Civil 'accounts officers to supply such . 

· :statisticalJmaterial as we ·might ·call for ·and also to meet us for· dis­
eussio~s when we visited their headquart~s. We:obtained·from these 
_officers useful material_ and information, including the actuals of 

· revenue and e"penditure .. of .· each State . for the year 1960-61~ We 
.. 5hould'like to tak~ this.opportum.tY.of thanking the Comptroller and' 
. 'Auditor . General of. In~a 'lor . ihe . co~operation he extended to US~ 

Similarly, we requested the Ce~tral'Board of Revenue to instruct the· I 
Commissioners of 'Income "Tax and ColleCtors of ·central Excise. to-

. · meet. us ~d. . give . t1s such irif~rmation as we .called for ... We had 
useful discussions-with these. offi~ers at the time of our visits to th& 
·states.·. We shoUld like· to tharik the Central Board of Revenue and 
these officers'for th,e assistance they gave us. 

7. 1Though the' period to be ·cavered ·by our ·recommendations was-
made reO-terminuS with the cpeti9d •cf the tmrd Plan, the neceSsity of 

-"obtain:iil'g !a~fresh forecasb:>f revenue ·and expenditure from each State· 
·could mot ·b~ •ilispensed with. 'Estimates had· been submitted earlier·· 
to the Planirlng Commission but these had been prepared even befor& 

Jthe :·constitution ·of 'CYI:lr''C-ommission. Though these had been taken 
·into accol.mt-in thei.formulation ·of the'Plan, we·considered it nece5-· 
s,a:ry to .asce~t~ the latest, position on the basis of trend of actuals~ 
ana other relevant .data which. had.'become available in\ the interven- . 
. ~g p_e~iod.; · .. Thes~.involved two .separate and independent .assess-

. ·.ments of.Iieeds of th,e States; but, in the present .situation, this appears 
· to be inescapable. Our·assessment,·to the .extent it differs from. that 

of the Planning Commission, has aD impact on the resources of the­
. Plan~and.-:we S\lggest that this. b~ taken· note ·of. 

8. ·Though 'Y{e are required to make recommendations for the four 
J yea·rs commencing with 1~~2-63, we ·have -considered it necess~ry. to· 
·~amine,.as:aconnected.whole, t.hc:estimates·of the:five years covermg 
·.the period of--the .current Plan ,,and make :our .recommendations. 
accor-dingly. 

-9. We) had expected .that the ,State G()vernment ·would. adhere. to 
. the .datednclicated;.namely, .December·i30, 1960, for.the submission .of 
the forecasts, but~ we regret' to say that these were not made available· 
till much later and mostly during March and April 1961. The State-



. -~vernments. explained that ;a:patt from "their pre.:oCeupation With ·the-­
preparation of the budget estimates for 1961-=62, ·they were • anxiOU!»­
to incorporate m their forecasts the latest ·:available information, based 
'on the p-rogress 'Of actual~ arid other proposals haVing :financial impli­
cations 'embodied 1n the l-udget estimates·. Unfortunately, this delay-­
'ed our programme of· discussicns with the' State Governments. :we­
utilised this period ln studying· material ·already ·available "and in... 
visiting a· convenient few of the major ·<levelopinental projects in. 
some • of the States. We- also held 'discll.ssions durl.tig this 1nterregnum 
with the senior officials of several Union Ministries :to 'ascertain ·the-

. pattern of assistance afiorded by. them to the States, the -measure of 
control and co-ordination effected and the extent of their collaboration. 
with :he Planning Commission .. Similarly, we.had general discussions­
with the two Members ·of the Central Board, of Revenue in charge of: 

· incom~tax and excise respectively, · . 

10. We we~e able to commence our· ro\md of discussions and co~.:.. 
ia:tions with 'the 'Sta:te Governn'lents "only' froin Aptil'·l961. :This 'We­

concluded in October 1961. 'These .diseusSionS" were conducted· at 'thE:,. 
· headquarters of ·State Governments and commenced :and concl~ded' 
with ·meetings with the Chief ·Minister, Finance-Minister and other 

·Ministers. We had detailed discussions with -the--senior'oft.icials in the:­
intervening period for-elucidation' and clarification ·of estimates andi 

. fo:t examination ·of other relevant· material. -All these discussions,. 
held in ·private sessions, were frank and iriformative -and gave us--a. 
clear picture of the~ plans·and programmes-and,of t~eir prob~ems and. 
difficulties. We wish to plaC'e·on record our appreciation-of the assist-­
·ance, co-operation and ·hospitality-we received from the State Govern~-­
ments in an ample measure. 

11. In ·most places, we had occasion ·to meet the ·representatives of· 
a number of Chambers of Commerce and Industry and other private­
bodies and individuals. These included Members:·of Parliament and. 
State Legislatures, eminent eeonomists- and persons conversant· with. 
administration of •public linance (Appendix VI)..' These· :talks . were­
useful in the consideration of alternative solutions lo the ·issues. 

· covered by our terms of referencE:. 

12. A delegation of the Inter-University Board of -India met us in· 
March 1961 and apprised us of the-difficulties of ·the State Universities..~ 
arising out of the additional financial liability whiCh had devolved 
on ~~m--as a result of _the· decision of the. University ·Grant~ :Com-

-mission 'to discontinue after· a specified -perio<E assistanCe towards-
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. -schemes adopted by them with the encouragement and financial assist­
:ance 'of that Commission. At the suggestion of the delegation, we 

· 'met, during our stay in the States and in the presence of the States' 
. .Education and . Finance · Secretaries, the . Vice-Chancellors of State 

.... Universities. We explained to tP,em that _while the State Universities 
.being the responsibility of the State Governments, were not eligible 
~r direct assi.~tance from. us, w~ would be prepared to-consider in 

· ."'ur assessment of. assistance, their requirements to the extent they 
·we;re accepted. by the State. Goyernments an~ incorporated in. the 

· ·1orecasts presented to us. · 

13. ·Following the practice adopted by the second Commission, we 
··met representatives of the Press on:the conclusion of our discussion~ 
.~th each 'State Govreiunent to keep them informed of the progress 

·. of our work. These press coJ'lferences · provided also a medium f~ 
· eliciting public reactions to the various alternative principles placed 
. :before us .. We should express our appreciation of the interest shown 
. by the Press in our work and their forebearance in not raising·ques-: 
iions ~hiCh might have proved embarrassing. 

· · .14.· Towards the ronclusion of our labours, we held dis<:ussions 
;with.the senior officials of the Union Fi.D.ance Ministry to obtain their 
·assessment of the requirements of-the Union Government in the Plan 
'period. · The purpose was to enable us to take a view of the resources 
which mUst nece5sarily .be left With the Union Government t.o. fulfil its 
•responsibilities ~d functions adequately. This assisted us in Qur 
.:.endeavour to establish a balance between the peeds of the ~nion 
··.and the States in the proposals we make in the following chapters on 
the devolution of taxes and gran~in-aid. We had also a discussion 
.with·· the Planning. Commission. · -

. ' 

. . 15. The two earlier Commissions had dealt extensively with the-
·-constitutional aspects of our ftmctions, the trends of Federal-State · 
. .relations. and other allied matters. + W.~. feel that there is hardly any 
:.SCOpe for us to add to the material already presented. We proceed, . 
.therefore, to· give in the followin-g chapters our reconm1endations on 
.the ter~ of reference. · In doing so, we propose to follow the 
sequence ·of the aiticles of the Constitution having a bearing on each 
of them. We have added, however, a chapter embodying our gene­
:ral observations ·on issues germane to a correct determination of 
'Union-State financial relations in terms pf our Constitution. 

• • ,I 

16. The first task that engaged ollr attention was the detennina­
'1ion_ of the. bu~etary needs of the States. This involved a detailed 
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'analysis 'of the forecasts of revenue and .expenditure of each of the­
States as presented to us, its reconciliation with the forecasts settle<t · 
with the Planning CommiS&i;:>n and an examination ef the. trends of 
growth of revenue and expenditure on the basis of past actuals, al~ 
of additional demands subsequently placed before. us. ·· We undertook 
this overall review independently, but,· .obtained full -and. complete 
explanations 6£ the State Governments on points of doubt during our 
visits to the Siates. Before we completed our work, the actuals· of 
revenue and expenditure for each ·State for the year 1960-61 were' 
made available to us b:y the Accountants-General. ·.This faci!itated 
)Ur work of recasting the forecasts on a. more reliable basis. · ·,. * . 

~ • ~ 4 • .. 

_17. In determinin~ the budgetary gap of ea~h State-. 

(a) We have maintained-the procedure-adopted by the second'. 
Commission in regard to assistance - towards . unforeseen. · 
expenditure ·on nat~al calamities, such . ' as famine,. 
droughts and · floods.. We have accordingly inciuded m 

. the expenditure estimates of the States the same provision. 
for each year as was made by the second Commission aso 

· given below : 

State 

Andhra ·Pradesh 

Assam 

Bihar 

Gujarat .. 
]lliDDlo and Kashmir 

Kcrala 

Madhya Pradesh 

Madra 

Maharubua 

MJ1ore 

Orissa 

Punjab 

:Rajas thaD 

Uttar Pndeab 

Weat BcDpl 

... 

TOTAL. 

·-

(Rupees.:.in_lakh~. 

7S 
.. 

2S 

.IDO 

40 

IO·, 

10, 

xs .. 
SO· 

40· 

3~. 

SO· 

40·, 

40•' 

so 
So 

6SS ."'-i 
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(b} We have, not in.cluded in our assessment the probable.,loss to' 
· t~e States arising out of introduction or extension of prohi~ 
· . bition} as no firm decision on. this question was made avail~ 
.. able to us. We have naturally ~aken.full accoUnt of the 
. :impact of prohibition on the. revenues· of the States where 

this has: already been introduced. 

(c) w~· ha~e exclu.ded frhm. the- forecasts the . provision for-
. • . I 

. redemption of debt as. we consider that there is no purpose 
. in allowing this where the States are in revenue deficit. In 
the .. case 9f. Maharashtra, however, which has a revenue 
surplus, we have allowed a provisi~n for this purpose. 

(d) We have includ~ fu.'oili revenue estimates the gi-ants from 
· the Centrai Road Fund,. but· have excluded the grants made 
.. .~der the proViso to art~cle_ 275 (1) of the Constitution. 

(e): In computing the budgetary ·gaps of the States, we have 
taken.intQ _ com;ideration. th~ liability arising out of the 
changed p~ttern of central_ assistan~e for post-stage n com­
munity development blocks, etc.,. grants to . Universities to 
meet the committed expenditure on development schemes 

·. sponsored by the University Grants Commission and the 
. special requirements of the States as given in their supple­
. mentary memoranda and subsequent · communications . 

. '.These include revision of pay-scales ill s~verai States, re­
. organisation of Police and district adm.inistrati~n, introduc-. 
:. tion and extension of Panchayati Raj, continuance of 
subsidised sale of food grains, special relief measures, etc. 

i• • -- ._, 

18. We should add. that in our scheme of affording assistance, we 
llave adhered to the principle that the budgetacy needs of the States, 
as aSsessed, should be met as far as possible by the devolution of taxes, 
.and grants-in-aid should be made to provide residuary fiscal aid. 1 



In. DISTRmUTION OF AsSIGNED TAXEs· 

(i) Estate· Dut_y 

19. Article 269 gives a list of duties and ia.Xes.-which are to be levied -
:arid collected by the Government ot India, but are- assigned to the 
States. Of the permissible levies mentiOned,. only two, namely, 'estate 

· duty in respect of property othe:t thair agricUltUral land'- and 'tar ori 
railway passenger .fares' had hitherto been imposed. · The Act i"TlJJOs­

J:!~ !l..JU.DD..J::~lwa~ Eassenger fares was. however, r,:Pealed.in_Apri-1 
1961 The only levy under this article now, in force is -estate duty 
on property other than agricultural land. - -

20. Article 269 also provides that the net proceeds of this duty 
after excluding those attributable to- Union territories are to be dis-· 
tributed amongst the States in accordance with the' principles formu- -
lated by Parliament by law. We are required to recommend- the_ 
changes, if any, in the ·principles on which this distribution is made. 

- ' 

21. We agree .with the second_ Finance Commission that these taxes_ 
have been placed under the Union Gove:.;nment to _ensure uniformity 
of taxation and convenience of collection and further that each ,State -
should receive broadly the amounts which it would have raised if it 
had the power to levy and collect them. -

22. Some of the States were content with the principles .laid cown 
by the second Commission, but, some others suggested a revision on 
the lines submitted for the consideration ~f the second Commission.­
After discussion· witlL us, all the· States. agl1!ed that the principles 
enunciated by the second Commission might.be-left undisturbed. We 
recommend the continuance of these principles which are reproduced 
below: 

(1) that out of the- net proceed& of the duty in each financial 
year, a sum equal to 1 (one) per cent be retained by· the 
Union as proceeds. att~ibutable to:-uluon-t~~~~s; --

(2) the balance be apportioned between immo~:bl~__!>r()p~_!11 
and other property in the ratio of the gross. v~ue ot ;ll 
such properties brought into assessment in that yea"t-;-~ 
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·~ (3) the sum thus apportioned to immovable property be distri­
buted among the States in proportion to the gross \Talue of 
fhe immovable property located in each State; and 

{4) the sum apportioned to property other than immovable­
property be distributed among the States In proportion· t1> 
their population, 

23. The percentages laid down by the second Commission need, 
however, revision on the basis of 19611:ensus. The revised percentages · 
will,be: 

State PercentQc 

Alldhl'll Pl'lldesh 8·34 

ASSIII'I 2·75 
Bihar J0·71 

Gujant . 4•711-

Jammu IIQil Kashmir o·8] 

Konla 3'92. 

Madh)'l Pl'lldesb 7'51 

~· 7•8() 

Malwaahtra 9'16 

M)'IOn: s·46 

Orissa 4•o8 

Paajap 4'7( 

R.alutlws 4'67 

Uttar Pl'lldcsh. r7•1o 

West Bep1al l·u 

(U) Ad hoe grant of Rs. 12 · 5 erores in lieu of ta:c on railway 
passenger farea. · 

24. The Act imposing a tax on railway passenger fares was repeal­
ed by Act No. VIII of 1961 after the Commission had been constituted. 
The Union Government has de<"ided, however, to make to the States an 
ad hoc grant for the quinquennium 1961-66 of Rs. 12·5 crores per 
year representing the average of the actual collections during the two 
years 1958-59 and 1959-60. Our teims of reference were accordingly 
modified and we were asked to recommend instead the principles on 
which this ad hoc grant sb.,uld bE: distributed. 

. 25. The estimates of revenue and expenditure submitted to the 
Planning Commission by the States had taken account of the receipt. 
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from this-levy. It was presumably on this score that the ad hoc 
grant has beeri provid~d. "we·consider, therefor~, 'that the distribution 

" · ,'. · •.- · ;~·~~" ':'· •-f ··r 

should be on the principle pf 'compens.ation to place· the States broadly 
on tlie. same footing as 'before. . . This would accord also with the 
purpose of ·the ·grant. We a~~-o~gly..:-ree~~ 
~stribution of. the sum of Rs. ~ crores l>~r. ye!lr. am?ri.gst the States 
be as follows:'. · · . , . . . · • : , · · • . · .i . ·: · , _ ~ .> : ~ . : : . -

State 

Andhra Pradesh . . 

Assam • 

Bihar ._1 

Guiarat . 

Kerala • . • 

Madhya Pradesh ·. 

Madras 

Maharashtra 
Mysore ·• 

Orissa · • 

Punjab- • 

Rajasthan 

Uttar Pradesh 

West Benaal • 

332F-2 

:'1 

.. 

~. 

' (Rupees in crores) · ; ' 

• :· -~ \o. i ~ ix-· J p · t 

\ 

• 0•34' 

•. ~ . . . . x·x7 1"; ' 

: •. : ~ ' ;~·68, 

.• . '.,, ,o.·_23 

i· . .! ~J L .. < ;I:~~ 

... . . 

-· 

~ . ' ~- i '35 ' . 
o·s6· · · 

0'22 • ( 

· I•OI ~ 

;- .. ···o·ss .: 
-. z··34' 

'0•'79 '· ·----·. , ~ -. . 50 



IV. DEVOLUTION OF tn\"'ON TAXES/DUTIES 

(i) Income-ta.:c · 

26.. Article 270(1) of the Constitution provides for the obligatory 
participcltion of the-Union &Uui the States in the proceeds~ taxes on 
ine.:une other. than agricultural iricome. Corporation tax, the pro­

- ceeds atuibut4ble ·to Union territories and taxes payable in respect 
of Unicn emollmlents are specifically excludf'd .from distribution. - ' ....... ,_. .• -- ~ ·~" ... . ..... --·-·-~ ...... - -~ ,.--... '" 

:!7. Under a..~e 270, we have_ to inake reeoii'mendations in regard 
to three matters. namely. 

·(a) the f,ercentage of the net proceeds of income-tax to be 
ass!gned to the States; 

(b) the dis1:ribUtion among them of the States' share; and 

(e) the pen'elltage of the net proc~ which shall represent 
proceeds attributable to Union territcri-e.s.. 

28. Bef~ we deal with them. we shoUld llke. to summarise 
briefly Ute views ~ed before us by the State Governments. All 

_ the Sbtes have pointed out ~t, as a resul!. of a t'bange ~rought 
about 3;1 the Inccme-tax Act by the ~ce Act of 1~59. the income­
tax paid by Compam(;S' is -now~ classified- aS -;x,rl>ora.tion tax and is 
thus exdnded from the pool of inrom~~~hitherto available for 
distribUtion: TJlls. they- represent, h3i deprived them- of an expand­
ing souree cf revenue to which they_ had hitherto a constitutional 
entitlement. The submission haS, therefore, been made to us that 
we should take into 3cComit · ai least such part of the cozi,oration . t~ 
a.S is attributable to this yield,- if not the entire tax. 

• ::!9. Suggestion bas also been made that the surcharge on income-
, tax levied under article 271, which has b~~n ·in force for about the 

Ia..ct 15 Ye:trS. should now be merged_ in the basic ra~&.- It was urged 
th&.t this would -abate partly- ihe impact of the loss sustained. as this 
woul.l m:lirectly. bring within the pool of. distribution an excluded 
:ilnount.. 

30. We, however. made it clear to the State Governments that 
the rec-ommendations that we would ~tP should l;!.ecessarily be 

1R 
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iD. accordance with the provisions of the Constitutio~ and_ · our terms 
of reference. We also pointed out that other:_ me!cls\ITes were avaU­
able to h•ke acc(nmt of the shrinkage of the d1stributable pool.· While ~ 
appreciating. this positio~ all·the States_ clailned-that the percentage 
of the tax t-o .... ~~ed t~~liJiul<l. t~ s~~!!Y in~reag:d; 
some.even suggested that the entb;e net ;:ro:.:eed~-~~o~JclJ.~~-Jt§ojgn~;-:i-

' to the State~:. Wt· suggested that, in ti1e-cas;-of a divisible tax. in 
which iiier"; was obligatory participation betw~en the 'Union and the_ 
Stiltes, a sotmd maxim to adopt would be that;all · ·partic'ipating' 
Governments, morE> particularlY.-: the one responsible for levy and 

_collection, should have a significant. continuing interest 'in the· yield 
of tht~ tax.· The States generally appr~ciated this point of v1ew, but, 
variously £ugg~sted_ that a devolution 'Of the· order of 70 to ~0: per 

cent would be appropriate .. On th.e con. si~eratio~s- menti-one<;l _ab-ov.e, 11 
we fe_el, however, that it show~. be adeq~a_te-.-if 6;6-2/3 per cell:t of 
the net proceeds of this tax be assigned'for'_distribution to the State!'!. I 

l f I ... • ' _ • •- • :. . ~ , 

31". The question of distribution of the share assigned· td the . 
States is not only a complicated issue but a contr•JVet:nal,one~ Widd{. 
divergent ·views_.have · , been expressed; ran~ing: from· distribution 
entirely on the basis o£ collection to distrJt)l~~Jori 'wholly on the basis· 
C'f population.--In .between: there are ~ggestions. that populati::n 
shculd be weigt.ed to take account of tl--.e proporUon of ·scheduled ~ 
castes and tribes· and backward cl~sses in the population, -that th~ 
area of the State should be a ·relevant con~icleraticn, ;and that its 
backwardness should not be ignored. There are also suggestions 

. that distribution should be ba~ed on consid~rations of population a~ '-
also collection !n various proporti<?ns. - · 

32. We are in general.agreement with our predecessors that the 
relpvant cc·ns.iderations are population and collection; We did not 
fin::i it feasible to introduce otherfactors· in the distribution <Jf this 
tax. In all previous schemes of distribution, there has been ·a blend­
ing of these two principles, but in different proportions. Whlle the 
first Finance Ccmmission, recommended that distribution of the 
States' share should be on the basis of 20 per cent for collection and 
80 per cent for population, the second Commission reduced the ele­
ment of collection to 10 per cent and expressed the view that in due 
course the factor of collection should be eliminated altogether and 
distribution be made entirely on the basis of population. 

33. We have considered the ~matter de novo. The second Com­
mission itself recognised that "there may b~ a 'case for weightage 



.. 
being given to collection in th_e ·restricted field of personal income-
tax'~. The first Commission had gone further 'and stated: 'It is 
pertinent to b~ar in mind the fact that there is all over the country 
-a core .of incomes-:-particularly in the range of personal and small 
-business ·incomes-which could be treated as. of local origin'. We 
consider that· these statements have a force. In our view, while 
population should remain the main factor for the distribution of the 
net proceedS· of income-tax m:OO~g;;t1he§tat;;t:h;£;ctor of cOiib.i:: , 
bution should receive ~~~q_~t~~iii~-~- it' has been urged before : 
us by the industrial and urban States, in whose territory large . 
amounts are 'collected_by way o~ income-tax, that they should have 
·an· incentive and the wherewithal to maintain the environments 
which would _preserve and promote industrial and . trade activities .. 

' .. ' - ' .· ' 

~· 34. Since the second Finance Commission made its recommenda-
'tions, the taxes on fucoll?-e _ paid by companies have been excluded 
1rom the divisible pool. Bulk of this tax paid by companies -would 
have accrued from income of all-India . origin._ With the exclusion 
of this element from the divisible. ·pool, .· a higher percentage. than 
before of the total yield of income-tax now represents tax derived 
from inco?leS of local ~rigiD. 

~5. We consider, therefore, that a higher weightage should be 
given to the factor of contribution in the distribution of income-tax 
than that recommended by the second Commission. We have also 
been impressed with the submission that the industrial States having 
larger collections have problems of their own. Large concentration 
of population, more particularly of industrial labour, creates pro­
blems of law ~d order and gives· rise to an incre~sed demand for 
the administrative andr social services. · · Further, the unit cost of 
providing these services is larger in such areas than elsewhere, more, 
p~icularly in the non-urbanised parts. 
. . 

3S. -T~g all th~se consideratio~s into_ acc~unt, ~e feel.thatJt 
would be fili andequ1table'to~~~tq_r_ej~?,e_ to~;ua- of_ the firs_~ Com­
mission for -the -diStribution· of incom~_t:;rx;,_pai_nely,_BO per cent -~n-· 
the basis of popUiationand_-2() p;~-- cent o'n the basis of colle_c!ion. --- . . .. " ~ .... 

37. As regards the actual manner of distribution of the States' 
share in each year, we agree with the earlier Commissions that it 
will be convenient both to the States ~d to the Union if the shares 
are expressed as fixed percentages. ·we recommend that two-thirds, 
that is to s~y 66-2/3 per cent of the net proceeds in-any financial 
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year of taxes on __!!!~me-other th~n agricult~al income; exc:pt in s.o· 
far as those proceeds represen~_proceeds attributable to Umon tern­
toties or to taxes payable iD. respect of Union eii).Olumen~s, b~ assign.: ' 
ed to the States and distributed among them in the~ollowiiig 

~ ·-- . .- ·~ - - ~ ·--- .. _,___ __ _ 
manner: 

'\' ~· 

State 

Andhra Pradesh 

Assam • 

Biliar . 

~arat. 
Jammh and Kashmir_ 

Ke~. 

L~ 
Mysore • 

OriSsa 

Punjab • 

Rajasthan 

Uttar Pradesh· 

West Bengal . 

. . 

', 

.• 

; . 

· .•... 

........ 

~ . 

'. 

Percentage 

7'7I 

2'44 . 

J'33 

4•78 

0•70 

· 3'SS 

r 6•4I 

8•.I3 

13'4I . 

S·I3 

3'44. ,, 

·.4'49, 

"3'97··· 

I4'42 ... 

I2'09-. 
. ~-
;" D' 
,.~ ~· j,J 

38. We further recommend that 2 · 5 per ·cent of the net proceeds 
of the uicome-tax be prescribed as the net proceeds attributable to 
Union teiritories. . . 

(ii) Union Excise Duties 

39. Article 272 of the Constitution empowers Parliament to provide 
by legislation the distribution to the States of the whole or a part 
of the net proceeds of the Union duties· of excise on specified com­
modities, prescribing, at the same time, the principles on which- the 
distribution should be made. This · permissive provis~on was em­
bodied in our Constitution to provide for additional financial assist­
ance to the States, should the necessity arise to augment sums 
which could be made available under other provisions of the 
Constitution. 



40 ill April 1952, the proce. eds of this duty were not brought 
tribution and were retained wholly by the Union. The· first 
Commission broke_ new ground by recommending the sharing 

l of the proceeds of <:~uties on three_ comrilodities between the Union 
' a,nd t~e States.u It was presumably influenced in t~ conclusion by 
t~e growing financial needs of the States in fulfilling a cpmplementary 
role in the development of-the national economy and the provision 
of a higher. level of social ~ces. The second Commission expand­
ed the list of duties to ~f commodities as in their view the taxes 
on income were ceasl.ng to be· ·an expanding source of revenue and i 
:i,ncreasing dependence should be placed for purposes of devoluti~n 
on the growing source of excise revenue. The impact of planning . 
on the States also, called for .a larger measure of devolution which 
·could be suitably proyided by using the pern:i.issive provisions of 
article 272 more extensively.. .· · 

. /41. The yield of t~e_.duty in ~e financial year 1951-52 w~ only 
)ts. 86 crores, but, it has yielded Rs. 383 crores in the year 1960-61. 
The range and depth of this duty was further etib.anced in the year 
1961-62. ·It is becoining evident that further expansion of this source 
of revenue· is inesc'apable .. to meet the growing fiscal needs . of our 
devel_oping economy. 
' ' 

42. We consider that a more extensive use of article 212 for 

E 
. 

ordi.tlg : ~sistance to the States is not only justified but is even 
cessary.. For -one thing, the shrinkage in the divisible pool of 
ome-tax has to be taken . mto account; for another, the larger 

revenue gaps caused by the impact of the conimitted expenditure of 
two successive plans have to be filled. 

. ' 

43~ ';rhree alternatives . have been · canvassed before us, namely, 
the distribution should cover the p~oceeds of Union excise duties 
_on (i) articles of common consumption, (ii) consumer goods, and 

.. (iii) 'all the commodities on the present list. The majority of States 
have demanded that the entire net proceeds of Union excises should 
be made divisible. The arguments they adduce in support are two­
fold: 

(a) the expansion of the Tange of commodities subjected to 
Union excises from time ·to time and the increasing inci­
dence of the duty have an impact on the levY and collec­
tion of sales tax. This in itself is a justification enough 
to giv~ 'recognition to the interdependence of the two 
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levies by making the entire·. proceeds ·of Union excise 
duties divisible. Additionally, sales tax constitutes the 
only significant flexible :;;ource of revenue available to them 
and this flexibility is subjected to restraint by the excis~ 
policy of the Union, Government; and 

(b) the rate of duty on certain articles. of common consump_..; 
tion, like cotton textiles, is variable and has, in fact,. been 
varied from time to time depending on the stock. position 
and market conditions. Similar considerations may. ~ise 
in the case of sugar also. If a broader base is adopted for 

. distribution~ the buoyancy on certai.Ii articl'es' will make 
good the shortfall on others, mairitaimng a steady flow of, 

' . . ' .·· 
assistance. 

44. We have been impressed by the logic of .this approach. ·We 
consider that the· inadequacy of resources· that has develo.ped in the 
stJtes is attributable mainly to the planning process' and this in~~ 
quacy may become more pronounced with the ·completion of each 
;uccessive Plan for some-years to come. Th~ via'J:?ility pf the States' 
could ·best be secured by .a larger devolution of.-th~ UD.ion exci~e 1 
duties and this should be effected by providing for· the. p~cipation 
of the States, by convention,-in the proceeds of_ all Union excises;' It 
would give a great deal of psychological satisfaction to the States and 
dissipate any suspicion that the Union is pUrsuing a· policy.~of. exces­
sive centralisation of resources. We consider that 2.Q_].er ~ent of the 
net proceeds of Union duties of excise on all co:mnlodities on which. 
such duties are collected, would be appropriate for. the PUlj>OSe w~ 
have in view. For purposes of our distribution, we' have iDcluded 
all the commodities on which duties were collecteci"m 196U-JU- b~ing 
the last year preceding the third five year Plan, excluding · ( excel>t 
silk fabrics) those on which the yield was below Rs. 50 lakhs a year. 
We exclude, however, from this computation: the duty oh motor 
spirit, as we propose elsewhere that a sum of Rs. -~ crores being 
about 20 per cent of its yield should be utilised for niamtenance and 
impro~ent. of communications and distributed as a special purpose·. 
grant 

45. We have considered the other two alternatives also, but have 
felt that there is no particular virtue or advantage in their adoption. 
Selection of a list of consumer goods might well be questioned; nor · 
would it provide a more· satisfactory basis of distribution. · Similarly,· 
limiting devolution to articles in common use, ·such as cotton textiles 

. . ' 



sugar, etc., would not, in the present situation, assure the States of 
a stable yield. 

46. We now turn to the distribution of the States' share of the 
divisible excises. The first Commission had suggested that consump­
tion of taxed commodities could provide a suitable basis for distri­
bution, but, in the absence of reliable data, they adopted population 
as the basis. Confronted with the same situation of non-availability 
of reliable statistics, the second Commission felt that population was 
the best basis to adopt, more particularly, as distribution on con­
sumption, even if the relevant data were available, would benefit 
the more urbanised and, in their view, therefore, the financially 
stronger States. Both the Commissions were considering a liinited 
range of commodities which could be classified as consumer goods; 
but, we propose to include, in devolution, producer goods and inter­
mediaries also. Consumption would not, in our view, be the correct 
criterion to apply for distribution. 

47. We consider that while population should continue to be the 
major factor of distribution, the relative financial weaknesses of the 
States, the disparity in the levels of development reached, the per­
centage of scheduled castes and tribes and backward classes in their 
population, etc. should also be taken into account in determining the 
share to be allocated to each State individually. In other words, we 
feel that in this permissive participation, an attempt should be made 
to bring all the States, as far as possible, to a comparable level of 
financial balance. We recommend, therefore, that under article 272 1 the Constitution, a sum equal to 20 per cent of the net proceeds 
of the Union duties of excise on all articles scheduled below be paid 
out of the Consolidated Fund of India to the States and distributed 
among them as given below: 

Vsugar. 
{Coffee. 

t:Tea. 

4. Tobacco. 

f. Kerosene. 

Schedule of c&Tticlea 

6. Refined diesel oils and vaporizing oUs. 

~ 
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7 .. Diesel oil, not otherwise specified: 

/8. Furnace oil. 

~· 9. Asphalt and Bitumen .. 

10. Vegetable non-essential oils . 

.. 11. Vegetable products. 

12. Pigments, colours, paints, enamels,, varnis~es, blacks } and · 
cellulose lacquers. 

. •13. Soap. 

, 14. Tyres and tubes .. 

• 15; Paper . 

. · . 

.. 16; Rayon and ·synthetic ~fibres· and yarn; 

.. 17. Cotton fabrics. 

• 18. Silk fabrics. . 

• 19. Woollen fabrics. 

20. Rayon or artificial silk fabrics. 
... . . . 

21. Cement. 

• 22. Pig Iron. 

'" 23. Steel ingots. 
. . 

.. 24. Aluminium. 

; ,, . 

... 25. Tin plate and tin sheets including tin taggers and cuttings · 
of such plate, sheets _or taggers. 

• 26. Internal combustion engines, 

.. 27. Electric motors and parts thereof. 

.. 28. Electric Batteries and parts ther~of . 

.... 29. Electric lighting bulbs and fluorescent lighting bulbs. 

30. Electric fans. 

31. Motor vehicles. 

, 32. Cycles, parts of cycles other than motor cycles. .., 

33. Footwear. 
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~: 3( Cineinatograph films e•t•rsed ·· 

' 35... MatcheS. ' 

. -

--
--

'• 

-~ -' 

• 

• :Z"CD 

.s-46 

1•46 

6•Cl8 

.s-n 

·, .s-l:z 

7"f¥1 

6-p 

S"9J 

m-61 



V. DISTRffiUTION OF ADDITIONAL DUTIES- OF EXCISE 

48. We next deal with the additional duties of . e_xcise ... We are 
·required to make recommendations in regard-to the changes, if any, 
to be made in the principles governing the distribution of the . net 
proceeds in any financial ·year· of the additioilal eicise duties levied 
on ·cotton fabrics, rayon or artificial silk fa~rics, -woollen · fabrics, 
sugar, tobacco including manufactured tobacco, provid~d that _the 
share accruing to each State shall ·not be less_· than the revenu~ 
realised from the l~vy of sales tax in th~ financial year 1956-57 in , 
that State. · 

~· In May 1957, the Government of India, in consultation -with 
Stafe Governments, decided that an additional duty· of excise should 
be . levied on mill-made - textiles, s_ugar· and tobacco including · 
manufactured tobacco, in repiacement of ~ax levied by the State 
Governments, and that the net proceeds should be _distributed among 
the States, subject to the then income derived by each .State -be~g 
assured to it. . · 

50. The second Finance Commission WaS required to recomin.end 
the principles which should govern the . distribqtiori · of the n~t 
proceeds. It was required to determine also for e~ch State the 
·amount which should -be assured to it as being the inc~me derived 

to it from the levy of sal.e. s. tax. As the_ a-cidi-"ti()~~ «!_~e!?_wereA~ 
re~lace sales tax ~hich was· -~ax on consumptio~ it exploredJh~ 
possibility of adopting consumption as th"e-basis of c:fistributi_qn. i 
prepared its own -estimates of consumptio~ ~f each of the . three 
commodities on the basis of' estimates prepared by the· associated 
official agencies and the. estimates furnished by the State Govern­
ment and applied population as a corrective. n came to the con­
clusion that the estimates so compiled provided the best index for 
determining the incomes of the States individually· from sales tax on 
these three commodities. · · 

51. Some of the States have questioned the correetness of the 
amounts guaranteed in pursuance of the second Commission's 
recommenda!!or:t•.~':lt, they have.J:lgen npahle to produce material any 
more reliable than that submitted to that Coxmnission. We consider 

25 
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that, at this dis~ance of time; it is neither possible nor proper of us_ 
to undertake a re-examination of the question. A _r~pening of the 
matter would only complicate . a settled isstl.e and create -problems 
which are best avoided. · 

/ 

52. The S~ates urged that the guaranteed amounts should be 
revised to take account of increases in rates of sales tax effected by 
them after the amounts guaranteed had been determined. They alsQ 
complain'ed that as a result of the smTende~ of sales tax, they 
lost over a period of years and that they should be insulated aganist 
further future losses. The second Commission had rejected the. 
suggestion that not only the revenues currently derived but prospec~ 
tive revenues should also be taken into account in determining the 
guaranteed· amotints. S~ must we alSo dismiss the suggestion that ~ 
we should make an estimate of possible losses sustained and refix 
the .amounts of guarantees. For one thing, such an examination 
would be ·outside the ~enns of our reference; and~ for another, such 
a-det~ation -~ould be impractical on statistical material now 
~yailabl~ ~. --

53 .. · ki- :additional excise duty having been 'introduced in lleu of 
(~a.Ies tax _()n silk fabrics- as well, we. ~ave been asked to provide for 

its distribution as in the case of the other commodities. The yield 
from -this ~uty is small, being es~at~<:Lat--.&. 4 ~~~ l__~l!l"· In 
our view, _ the amounts of guarantee prescribed by the second 
Co~~on should be adopted with a small addition to take account 
~f ~e _yi~ld from silk fabrics.· 

_54.(We c~nsider that a suni. equal toJ per cell.t of the net proceeds 
of these additional duties of excise should be retained by the Union 
as. being attributable to Union .territoriesJ 

55: Further, we recommend· that the- 11 per cent of the net 
. proceeds paid to the State of Jammu and Kashmir be_ appropriately 
increased to 11 per cent a year~-- :rD. -respecfof ----other St~t~s~ -w;­
recommend that the annual guaranteed. amounts with the addition 
of additional excise duty on silk fabrics should be as· shown bela~: 

. State 

Andhra Pradesh 

Assam 

Bihar. 

Gujarat 

: 

(Rupees b Iakhs) 

235"24 

85·08 

130•16 

323"45 



Kerala . , 

Madhya Pradlsh 

Madras 

Mabarashtra 

Mysore 

Orissa • 

Punjab • 

Rajasthan· 

Uttar Pradesh . 

West Bengal • 

27 

. . 

.. 

95·o8 

155"17 

285·34 

637"77 
100".10 

85·10 

175"19 -

~·IO. 

575·_81 

28o•41 

3254"00 

.() 56. We have, however, to recommend on what principles_ any 
balance of net collections remaining after meeting the guaranteed 
amounts should be distributecL . We consider that, in View o:Ltl:te 
fact_ that t~!s a~dit!o~~-is_~-~~ of sales taX, it. would be 
equitabl~~o __ distrib~~e the_ excess collections partly on the ba~gL 
the percentage incr!~-~~--~o~ection ot_.~~.!!U~ in each State 
since the-yearl95'f-58 when the additional excise duties were imposed 

' and' partly on the basis of po:()ulation. w=e~recolnme~d that in 
addition to the amounts gual-ant~ the States should participate in 
the distribution of collections in excess of amounts so provided in.' 
the ratio given below:- ' 

State Percentage 

Andhra Pradesh . 1"75 
Assam 2·50 
Bihar IO·OO 

Gujuat • 5"40 
KeraJa . 4"25 
Madhya Pradesh 7"00 
Madras • 9"00 

Maharashtra . xo·6o 
Mysore. 5·25 
Orissa . 4"50 
Punjab 5"25 
Rajasthan 4•00 

Uttar Pradesh 15·5o 
West Bengal . 9"00, 



VI. GRANTS-IN-AID -
. ' 

57 •. We now tum to th~ question of deter.mining the States which 
are in need of assisiance and .the amounts of the grants-in-aid to be 

· · recommended for them under the substantivE! portion of article 275 (1) 
·. ·of the Constitution. - - ' ~. · · 

58. Article 280(3) (b) requires ns to make recommendations to the' 
President as to the principles '\Vhich should govern the gran~in.:aid 

: of the revenues of the States out of the Consolidated Fund of India. 
.... - "· 

· 59: Grants-in-.aid should obviously be made to meet the residuary 
fiscal needs of ·the States, after , offsetting the estimated . amounts· 
made. available l>y the devolution of taxes. Two questions. arise: 
first, how these needs should be reasonably determined; and 

-~-secondly, how fiscal needs should be defined. Should it be done in 
a comp:niliensire ~ including· the requirements of the Plan, or 
skauld ~t be in a limited sense,. merely to· cover the budgetary gaps 
~~- f~~ period of ~e Plan! · 

~).The first Commission formulated certain. principles which 
should regulate-_ the assessment of fiscal needs_ and, in doing so, it 

. · d:5ned also their _scope. It considered that the_budgetary needs of 
the States should first be estiiD.ated by a detailed ~arni~ation- of 
the f~utof·~~mue~~-expenalt:Ure-submitted anc;l then these 
should be reduced to a comparable basis by the "exclusion of 
abnormal, unusual and non-recurring items of .expenditUre. • Adjust­
ments in this analysis should be made to take account of the extent. 

~- of taX effort made. by each S~te bldividually; and also- the measure 
· of · eeonmny it had effected in administration. This would help a 
broad judgement on the qtiantum of aSsist3.nce that would be justified. 
"'hat Commission, however, felt that this analysis should not, by itself, 
limit grants-in-aid, but that the level of social services reached in 
a State and any special disabilities arising out of its constitution 
should entitle it to· a further moiety of assistance. It added that 
grants should also be made for broad purposes of national importance 
to bring up deficient States to an acceptable minimum level. 

6L "'hese principles are unexceptionable in themselves, but, 
difficulties as appreciated by the first Commission arise in their 

28. 
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application. The comparative determination of the tax efforts of the 
"Sta.tes cannot be in absolute terms. It has to be related, to their 
tax potential, and this calls· for a ~p~cial study. Similarly,· the 
.assessment of the measure of economy' effected -or .the ,degree of 

· efficiency rea~hed in a State's administration is a compliCatea 
exercise which, in any event~ we could· hardly undertake with the 
organisation ·and time at our disposal.- Yet, -witb.otit. reliable and 
comparable information on these two essen.tial ingredients of grants­
in-aid, it is difficult to ·determine the quantum .of assistance that 
would be necessary and justified. This arid. o~her consider,;itions lead 
us to the suggeStion, which we:make. elsew:here;that an independent 
Commission Should_ be constituted t9 review; amongst · ~ther things~ · 
the financial relations which;. in ' th~ new • situation: of. planned 
development, Should subsist.:between the Union and the.States .. 

' ~ 

' . 

62. The other principles mentioned ·by the first Commission are 
now taken care of in the formulation of the :Q.ational p~an;. but; :the 
question remains whether we Shouid not take note of th~ir-~:financial. 
Implication iii our scheme of devolution and grants;. in-aid. - ...... 

· #n the enumeratio~ of principles, . -the first ConumsS'lo~ 
acknowledged that it was not sufficient to cover the amount. of 
budgetary needs but also the fiscal needs -arising but of development 
programmes und~aken. (The s,econd Commission re-affirmed. that 
fiscal needs Should be considered in a compreh~nsive ·sense and that 

· grants-in-aid should subserve the requirements of planned develop- · 
ment.') It added that the priorities an,d provisions .in the Plan itself 
Should' determine the fiscal needs for developmeiJ.t for the period of 
the Plan. · , . ' · . · 

64. Consis.tent with this concept of assistance to which we fully 
subscribe, which accords also, in our view, with the Spirit· ~d 
provisions of the Constitution, we Should not leave out of considera­
tion the fiscal needs of the Plan. Our te~s of refere:nce also. giv~ 
·recognition to this principle b:r directing us specifically to take ~ote 
of the requirements of the third five year Plan.· We have, however, 
to consider whether we s:1ou!:l give full coverage to the estimated 
revenue component of t~e Plan or sl;lould limit it on, practical or 
other considerations. · · -

65. Two points of view have been expressed before us on this 
question. The first is that the Plan itse;t.f is flexible and is subject 
to adjustments at the annual reviews unde~ken and the:re is the 
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· need to ensure that the Sta(es conform to the priorities and provisions 
· laid down. If full financial allocation is made by us, these reviews 
· woUld be rendered difficult. The other .. point of view is that the 

Plan having been_ endorsed by the National Development Council 
and approved by Parliament, it is only logical to guarantee the 
necessary resources to the States to enable them-to forge ahead. (It 
is 5uggeSt!d that · ~~vc,>lution .. and . grants-in-aid ~the _ ~ce-
Co · sion-woUld ·be.more in tune 'with th~_ provisions of the 

h!ti~J?:~d t~~t_woul(f:iD.culca~~-a~-~~ater s~e- of resi;>onsi­
ty m the States as the grants-in-aid would then become an 

integral part of their resourc~ It bas further been urged that it 
. is inconceivable that the scope and targets of the Plan, except in an 

emergency, could possibly be revised downwards. . Further, that, in 
an emergency, the provisions we make would in any case come to 
b~ ~nded; and ·that there should, thus, be no impediment or 
practical difficulties in the way of our providing for the fiscal needs 
of the Plan even in full. ../ 

66. The considerations on which a judgement can- be made are, 
therefore, . somewhat· conflicting. While . we appreciate that in a 
pl~ed economy a measure of centralisation and even regimentation 
is inescapable, it iS no less necessary that States should not feel that 
their autonomy is being unduly frustrated. (There seems to be a 
~ong feeling in the States that the restrictions and conditions, which 
·are attached to the grants which they receive for Plan purposes, tie 
their hands unduly m;1d deprive·. them of n~essary flexibility and 
room for adjustments.} · 
' . . t: 

. 6'i. It seems to us that to draw a line. necessarily arbitrary on 
the basis of Plan and non-Plan expenditure in their treatment is not 
really sound. Weseellttl~ ~erit in inducing a State to continue 
to incm-exp,enditure on objects however desirable, when the rest of 

· its resources are insufficient to meet the basic requirements of its 
. administration and the more pressing needs of other programmes 
which fall outside the Plan. It has to be remembered that a high 
proportion of what is classified as non-Plari expenditure is. itself due 

· to pro]'ects launched in preV'iotis Plan periods for which maintenrujce 
and upkeep becomes a non-Plan liability of the State. There is yet 
another reason why we are inclined to regard the entire revenue 
budget of a State-whether Plan or non-Pian-as an integral whole. 
Some of the States will, as a result of the devolution, which we are 
proposing, have a surplus position in the non-Plan sector of their 

' 
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revenue budget. It is but legitimate that this · surplus should be 
earmarked for the purposes of the Plan. On all these considerations, 
we see considerable advantage in devising a. machinery for: taking 
an integrated view of Plan and non-Plan expenditure of the State 
as a whole. This issue, which requires a more detailed examination 
and fuller consideration of many important inter-related questions of · 
Union-State financial relations," should also, in our· view, be remitted 
to the high-powered independent Commission, the constitution of 

· which we suggest elsewhere. 
i 

68. In order to ensure that, on the one hand, national priorities · 
are not distorted. by th~ States and, on the other, .that through 
conditional grants and the financial inducements whi$ they. provide, 
States are not made to embark on schemes w~ch they themselve~ · 
might consider . relatively unimportant to their economy and. even 
unsuitable to their environment, it seems .advisable to. examine 
whether the assistance made available by tihe Union to the States 
towards their Plan expenditure should not be on the following 
basis: 

~a) assistance y::_: ~:1 is m~ant to fulfil what can· :i:'ightly. be 
described a:; n:l;l :lnal purposes, such as power, :flopd control, 
major irrigation works, agriculture, family plamling~ etc. 
should continue to be governed by strict conditions' regard-

!::;.} ing their utilisation; and · 

(b) grants, which are meant to strc!lgthen the State sector in 
matters which must necessarily be decided with . fullest 
regard to local rather than national needs, such as, educa- . 
tion, health, minor irrigation projects, etc., should · be such 
that the States have the freedom to reappropriate frolri 
one head of such allocation to another while adhering to 
the broad objectives of the Plan. 

69. We content ourselves with making these suggestions ··which 
the Commission we propose would undoubtedly consider. 

70. We conside~ also that, with a view to have a well co-ordinated 1 

approach to Plan and non-Plan programmes, current as well as 
long-term, the State Governments should develol> a compact, efficient 
machinery for the formulat:on, execution and evaluation of these - . programmes. 

71. On the considerations placed before us, we recommend that 
the total amount of grants-in-aid should be of an order which would 
332F-3. \ 
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enable··the States, along with any surplus out of the devolution,:to 
.cover 75 per cent of the· Tevenue ·component of their Plans; In 
detennining · the revenue component, we have deducted in full the 
amount of ·additional tax to be raised by each State as incorporated 
in· ithe Plan itself. In making ·this recommendation, we have been 
influenced; amongst· other things, by the fact that the Plan contains 

)repetitive schemes of continuing character. The expenditure on 
these is unavoidable and is of the nature of committed expenditure. 
One State has produced statistics to show that this absorbs 64: per 
cent of the revenue component of its Plan. A similar position, 
though 'possibly in differing degrees, subsists in the Plans of ·the 
otheF States also. · ... 

,. .· '.72. ·.The.· assistance to ~ach Stat~ towards the fulfilment of the 
broad ,purposes of the Plan, as provided by us, is given in the table 
~ppended.. The safeguard in the utilisation of this assistance for the 
purpose intended is, in our view, provided by article 275 of the 
C~nstitu~on. 1 This being a grant-in-aid for a specific purpose, namely, 
the Plan, it may be reviewed from year to year, should the necessity 
arise,, by Parliament under article 275 (1) or by the President under 
articie. 275 (2)' as the case may be. . 

j •. :t:,.•"l 1 

: .. ·73. Our purpose in making these suggestions and recommendations · 
is . twofold; first, to secure the observance of the priorities of the 
Plan in regard to programmes of national importance, and secondly, 
to encourage and enable the State Governments to plan their affairs 
on a sounder and more realistic financial ba.se and to discourage 
demoralisation which dependence inevitably breeds. 

74. We had not intended to make any special-p~se grant, but, 
in the course of our visits to the States and the discussions we had 
'Yilh their Ca~ets, we became convinced that impetus should be 

1given to the Cievelopment of communications more extensively. 
There is the pressing need to open up backward areas, to break 
down barriers of isolation and stagnation, to develop social services 

· and social sense, to mobilise economic resources, and above all, to 
bring about a feeling of oneness in the minds of the people of these 
regioris with the rest of the community. Due to financial stringency, 
the 'State Governments had, we noticed, made inadequate provision 
for 'the proper maintenance of existing roads and for new construc­
tion. We feel that, in the special circumstances, an earmarked grant 
should b& made for improvement of communications in the interests 
of national economy and national integration. We consider, there­
fore,rt~at it would be appropriate if a total sum of Rs. 36 crores being I 
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approximately -20 per cent of the proceeds of the duty on motor 
spirits were to be distributed for this purpose. Keeping in view the 
relative needs of the different States and the· resources available to 
them, we recommend the special grant of Rs. 36 crores be distributed 
~ indicated below: · .,.. . . . · · · · 

(Rupees in lakhs) 

_ State Per year Total for four 
years 1962--66 

Anclhra Pradesh . so · 200 

Assam . • 75 300--" 
·Bihar . , 75 300 
Gujarat ·. 100 400 

Jammu and Kashmir so 200 

Kerala • . . 75 3oO 
Madhya Pradesh 175 700 
Mysore : so 200 

Orissa • 175 700 
Rajasthan 75 300 

75. In addition, we recommend the following grants-in-aid in each· 
of the four years 196z_;..,.s6 to cover budgetari gaps where needed and 
?5 per cent OL the revenue component of the "Plan. The as&istance 
towards the Plan made available in· our scheme of devolution and 
grants·in-aid in each of these years is indicated separately .. 

State 

[ 

./ Andhra Pradesh 
. IA.ssam 
/Bihar 
.,.Gujarat 

./Jammu and Kashmir. 
,Kerala . 

J Madhya Pradesh 

.Madras. 
• Maharashtra 
/Mysore. 
./Orissa 

Grant-in-aid 

2. 

1200 

900 
Soo 
~so 

3ZS 
&so 
6zs· 
800 

77S 
16oo 

·(Rupees in lakhs) 

Assistance towards 
Plan included in 
devolution and 
grants-in-aid in 

wlumn 2. 
3 

300 
37S 
Boo 
szs 
I7S 
300 

soo 
soo 
675 
ISO 
450 

' 

27S ~ab 275. 
875 " Rajasthan .PS 

Uttar Pradesh. 200 Boo 
West Bengal . Sso Bso 

76. We have every expectation that the provision y.re make would 
further the national purpose to consolidate, to unite and to construct. 



VII. GENERAL OBSERVATIONS 

Tl. In all federal' constitutions, it has been found difficult to 
. 'provide for. -~ocation. of re~ources t~ correspond to allocation of 

functions. There is a measure of inter-dependence between the 
national and State Governments, which becomes more pronounef:td 
in a· developing economy. Our Constitution takes cognizance of this 
position in its financiai provisionS. The division of resources between 

·the Union and the States, embodied in our Constitution, might not, 
it was considered, make the States viable, and provision had, there­
fore~ been made for the yield of certain. taxes being made divisible 
between the Union and the State~. There is provision both for 
obligatory and permissive participation. Accordingly, the Consti­
tution has made the proceeds of income-tax divisible compulsorily, 
its yield being (a) substantial and (b) historically it had been a 
-divisible tax earlier. It was recognised also that even with a share 
in the 'proceeds of income-tax, __ ~- few of the States, which had been 
forme4 earlier on political, linguistic and other considerations, might 
still be. in need of additional financial assistance. Accordingly, 
provision has been made .for grants-in-aid of revenue in article 275 
of the Constitution. The Constitution provides also for permissive 
participation in the yield of excise duties either on the whole range 
of,·~ of specified, commodities on which the duties have been imposed. 

78. The scope and magnitude, which the successive fivE.' year Plans 
will assume for the deve~opment of our national economy and the 
level of social services, could not be fully appzeciated when the 
Constitution was drafted. It became necessary, therefore, from the 
very beginning, to operate on the· permissive provision of participa-

, tion in the excise _duties, and the ·first· Finance Commission made 
recommendations for division of the yield of excise . duties on three 
commodities in addition to other provisions of devolution and grants­
in-aid. The second Commission considered it necessary to expand 
the list to eight commodities, along with some other adjustments. 

. . 

79.lA general weakness of federal-State financial relations, more 
particularly in the field of devolution, is that federal assistance tends 
to be discretionary in character, not ·necessarily on principles of 
~nifo_ED annlication. To safeguard the position of_ the States, our 

L 
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Constitution provides, therefore,. that the. assessment of the needs of 
the States as well as _the measure of assistance to be afforded and. 
the form . in which this should be given, are. determined by an . 
independent Commission· to iJe .constittited at intervals of not more 
'than five years. But this role and function of the Finance Com-~ 
mission, as prov!ded in the constitution, can no longer be . rea:IISed 
fully due io the emergence of the Planning Commission as an 
appanltus for national planning.) · · . . 

. \ 

80. As a p~elude to the formulation of· each five year Plan,. the 
Planning Commission has to make an assessment of ~esources 

required in their totality, including those to be raised by the Union 
and the States, both by way of loan and by additional taxation· and . 
adjustment of existing levels of taxes, foreign assistance and deficit. 
financing. Based on this assessment, the size of the· national plan· is·_ 
determined and is divided into components of . industriai. and 'so'cial 
development, individually· for. Llt' Union and each State Government, 
and priorities are also arranged. Thls overall plannhig embraces an 
exannnation and acceptance of the reve~ue and expenditure forecasts 
of the Union and the State Governrilents; additional tax efforts to 
be made are similarly pre-determined as requisites of the fulfilment 
of the Plan. . Against this background, the . role' of the. Finance 
Commission comes to be, at best, that of an agency to review the 
fore~-~~~I..revenue and expenditure submitted ·by the States and 
the acceptance of the revenue element of the Plan as indicated by 
the Pla.nniiiifCoffimission for determining the quantum of devolution 
and grants:m:aid-to be made; and, at ·worst, its function is merely 
to undertake an.· arit~etiCalexercise of devol~tion, based on amounts 
of assistance for each State already settled by the · Planning Com­
mission, to be made under different heads on the basis o'"f ceriairi · 
principles to be prescribed. 

81. ~e second Commission had referred to the overiap of 
fur,ctions of the Planning and · Finance Commissions and had 
urged that there was 'a real need for effectively co-ordinating' the 
work of the two Commissions.) It had also stressed the desirability 
of eliminating the necessity of making two separate assessments of 
the needs of ~he States. Being of the same view, we consider that\ 
the acceptance of ~f two alternatives we suggest would alone 
remove the anomalous position.· 

82. The first is to enlarge the functions of the Finance Com­
mission to embrace total financial assistance to be afforded to the 
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'Statesrwh.~th"er by•,way;of loans ·or! devolution of revenues~'to ·e:riable· 
!them !X>th:tb balarice thek norm~ b~dgets ~d to ~ the .~crlbed. . 
t~ts bf~~~~!~!~!1S<(1 This1 would~ we consider, be miharmonytWifli 
thE!I•~'a_nd ; ·even: eXpress j tiroVisioris .. ' bf. ~ bur [ConStitution:·'·. ThiS 

. . would JalsO'~ make~ the Coimfiission~s recomin'endaiions! more realistic 
Fa&: they would '~ta1:~r-a~cob.nt ·(,t; the' ~illter-dependencif of capitai and 
revenuer·e':lq)enditiire";;iri[~a 1plann~d .programme)~· ·:::,; •d' r c ' ·(ir•: 

· · · .: · - ;-~ :-l :-: ~· ;_: ~ l i f• 0' J · t .:· i i 1 ··: i ~ fJ .J ,~ ! !" r: ~ · 

- 83. The·. second · is . to· transform the Planning Commission into 
.. Fmance<.Commission~at the: apptopriate:tinie.''j _e ui _::l [. L/·. (•,; t . 

r:·J~1iJOZ·J·; ·lq .:::.r-~·I!"lr;:::r .. ~:~-~ :1:..:· ~J~~~J-·~, <~":::1 r~~~~~ .. -:.:fr:~;:o:} ~>""1~:-,;r:.,~·f 

n ui~~f · Mqst: pf rt4£fs::~it~tes. ft~ve:-,complaineq ~hat, Ulere: ,is .a, perceptible 
. !J;~~.~~c£~tr~~~~~O!b otJr~sour~·es1 -~ ~ddit~o.n::~o.;centra]i.s~tion .of· 
-~~~~~~~te, ~~~i,c?~2.1Jn. ~yigenfe)·!they; po~~~ put,,that ;the .rec~t 
~rn_~~~t,i~f"~~S9l!l~t~-4-~, ~a~. remoy~(tfr9ID ;the.:~efip.itiop -of 
~.~ jthe.tax .. paidc by. CO!llpanie~:;ang_:h,as i;berebyr cause.d ~an 
_appfe~~~~~) s!tr~~g~ .. , iAc!t~e;, ~visip~~. 1 pqol: to;: :which they . are 

· PC?.~~~"::AC?~~Y1 i; ~ti~l~d! r--.·~ougl;t t:q~:~ an;iendment!. was . made· . to . · 
\ ~!ntl?J#Ytl_enL~~ ~C?ll~~~iqn, :fife )-9-dj.rectl a.fe~~}la.s, in tact, been,. a. · 
· ~B-~~9~-~ c~J E~:g~ LL~~\ID:~ _ r"llit:qerto ,availa_ble :. for :. distribution:. 
~~~y, ~~Yt.i!~~~L~~~r~~c~ntl repeal: of .the,Act imposing a tax on . 

. ·r¥I~er: far~s::r t T~s,. they claim"<was .an. expanding sour~e 
. p~ fex~~~ tp ,w~~4~th~y, w.~r~ _legally;~entit~ed ~terms of article 269 •. 
Th~ug~:Pt9visionhas.p~~n_ m~de,fqr; an.o.d hoc gr~~s 
81 JY~.¥~;o~ri¥v~, years,.representin_g the_.~ge·yield of the tax in 
~}.1~1 J>.~t):~\YP ,ye.af.s,;JheyJ f~at; · -t1,-.t!, ~v~n, this· amount may_.JJot._!)e 
-~~p~~ r,e~~ked.'-li~r~after. ;to. comp!=!nsate. ~~em~ . of 
• ~1~1@;. i (fn: ~~y i ey(;!nt, Lit. can_ qnly be: a .dist:retionary grant in 
• H~~~galr right ,po~~extinguished) They have also. complained 
~h~~1 tge 1V~on.!GC?cv.ez:J;1Dlen~. h.ad ·not ,a,djusted the rates of. additional 

. excise duties levied on certain commodities: in lieu. of sales-tax, 
though the basic rates of excise duty on these very commodities had 
l>ee!i~~-iecently'revised~lipwards.jcyheir ·grievance iS that the benefits 
b:£ hli ihese meastires'ac'crue to the Uclon a~ the eipense of the State~ 
._,_1 ~ ::·,)L..._·.c:.;il-_·.r._~~~L~ \'.fc.J ;~~'- ;:: ' ·~·-; · .. ; ~1 L:. ·.! ;~' .-. .. :,.1 

: J ' • 

·~;i85 .. :We!mentionthis as there fs a general feeling that the contents 
. of th~) autonomy--of-the States :are):>eing diluted not: only· by the 

prescription· of detailed directions on subjects Within the State list~. 
but! alsd ·by ;unilateral financi~ decisions 'taken. · · ' 

~ I ' : : • ; 

· 86.( A more important and even disturbing feature is that the 

( St,at·~~ '~~ b~~~min1(depen~~nt on Cent!a,I _a~sistance ·on an ever­
ine~easing 'scale.\· This arises· partly out of the· impact of committed 
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expenditure- r of. ~the r:completed 1 plan j projects and' partly~<: for1 cbthei' 
~asons; :; rThis ,increasing, dependence'' is diluting, on: thei one'Jharid'; 
tbe:r abcountability:; of the> State Cab~ets 'itorctheir. j LegiSlatuies~j ~on 
·the nther; ;itds~~oming; iru:thetway. Of :thera~velopnl.entlof a'.igreat~r 
SenSe)bfLrespoJisibilityJn!their administration~ rf :.bC; :r '3'!! .l£~0lf2ib . 

· · , · · · · · ·· ... · '• ·1o ·''If''" · jn "''lLY[·:., ··L:·J r·1- pr.~' ,F:n)cYf ''>!•~: --;.:·; / d-.;c/:11 '.J~VflJ ' l~ J, • 

r~~ ~l,1 ~-~~~~e.r.~:po~~~:i~~1q_ 1e~taplis9i f\J~J:op,ek~a11:lP.-s:e:.,l>~t:W~PJ·.tne:··. 
·prod~ctiye ~~Jl.On-productive, _ ;~oli!P9~~~tf,: 9friJl 't~~~te)i~PJan,:,Jbe. 
P!=9.~Hzt~Y!1 .PJ~j~~~' .Hcm!gh~~\l~ e~,<;t.~d;,_ .. w:oul~ .generate;:l:though_ 
~·~E'l~ ~e .. lag"enough1 resour~s to. finance the~ maipt.,_~nance~_cost 
ef! ~hEi, non-pJ;O~Uctive, .sche~es. .)3U,1;1~}#t t.o:Jh.~ g.IleV~IUie.velop:Qlellt · . 
o~. Jl,l~,. S?9!aJ1 ,~~c~~:~J:lgH~¥U;:l~al}~q\¥lCY' s ~~J:;te~aHy ,; .tP.es~ .. have~ to .' 
be given an important place in planning. . As a result, th~ S~l(ltes · 
ate unable j_, everi G :td (j batatlce.l 'tHeir ~\hoi-mhl ,i budgets' Wiili'-·,'thi·0tax .. 

- r~ources;5 ~vailablCf 'to ·:them} t :-This tis ·r ~ender~a:·:Jmo~it c:Uffi~illf~·~~ 
additional'~ taxation . meas'utesJ · areLearinarkeit,1 'in<f': 'abs6itiea! rii£6¥ · 
fin~cmg t~~,r~~e~u~·-co~p~n~~~· of;1~e[~#¥~~f.1~~~( ~t1,f~~~~H~~~~ 
forefto be·considered whether, m the·present·sttuatron,.-ihe treatment -
now J accorded to· completed· Plarl 'scheineg; ·showd be '~oiltilltied.0rni~, 
cost~, of'' maiD.tairiiiig :·the ·:'scheme-s! -'Whethefl11.Ji~bt{For · f!not~ 01hOW 
becomes iiutomatically'a< Charge "on' the -:revenhes 'b't1 tii(? St~te. -~·stiai . 
of these schemes;(and' rilany;~f thein fall[iiit({1Ji'is ca~egClcyY0~$··a& ·. 
not1 prodUCe 'revenues: suffiCient' t(}' 1mEiei<t1leii'ClmahitenlUle~dw~g~~ 
add to the 'finimcial1liabl.lities1:of1·tne ·states!_'t~te'~ar.~t>£1 cre~tiilg\ 
assets,· these · sche~es: 1creater' ~ddit~onaf '~~h~f~I -"~a~ili,ti~s; 'iii:· ;~dst 
cases. 1 • The ' questiOn/ therefore; arises· whether l the ·schemes which 
ila'W yet to beconie·~abte~shotud· nor ai;>propnateiY'tie i 1:tit5r~cli~f!M 
o~ the: resourceS: pf, the_. immediately succe~cij,ng. J?!}u:k: ., 6rhis arrange.. 
ment will: provide, o~: the, one .. llSJ:;td.. fox:;ta ,~evi._~;('()f ;;the1 working 
of the schemes, -y.rhether, ~yr",are, being, effici~ntly.Hmd ~conomi~~y 
adininistered anct whether they; :are tulfijling_th,e purposes for~:whl;~-. 
they, were designed, and on, the other ,hand,: make it possible· to; assess 
the extent to whlch the different _State~ are. ende~vou,ring .. to,:b.alance 
their .'normal' budgets~ .. We: feel.,_. that, .the 1ssue we; pose ;c merits 
~ I • . · ~ . · · , _ . 

examin~tion in all , its implications -and 1 ·should appropriately' be: 1 
~ed to the Commission we Eropose later.: J'Th~_.increased,need 
of assistance is not entirely a concomitant ohlanning; in many 

1 

. CISeS it 1s additionally ·attributable tO ineffective expenditure· COntrOl I 

and laxity in fuller_ mobilisation; of· ~vail.7~le r~sources)'' · ,,~: · i.-: ,n,J: 
! '· I _." •'·- ~ ~ ~ ' •. t a; I _.,-.) (, -- I. __ .rt 

ss.TI'he earlier; Commissions had rightly, stressed the importance' 
of efficiency• and economy in administration'and the 'tax' eff6rts'of1 
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_the States.) But they were unable to assess the relative efficiency 
and performance due to inadequacy and often unreliability of 
·statistical and other material. We have also been confronted with 
the .. _same difficulty. With the limited time and organisation at our 
disposal, we would have been, even otherwise, unable to undertake 
either of. th~se reviews, and give recognition in our scheme of 
devolution to those .-States which had made the maximum effort in 
effecting-economy in-expenditure and raising resources. We have, 
therefore, been compelled, ~·our predecesso£1, to·. cover the an~ 
budgetary· gaps of all the States, whether caused by normal growth 
.of expenditure, the mainte~ce cost of completed . schemes and 
mounting-interest charges ,or even by a measure .of improvidence. . ' 

89. S~ure in the · knowledge that the annual budgetary gap 
would . be . fully covered by, devolution of Union resources and 
grants-in..:aid, the States are' tendin~ to develop, as we have notice~ 
an:allergy to tap resources in the rural sector on many considerations 
~n~ _also 9: <i;isinclin,3.tion to make up the leeway in others. They 
do not also attach the same. importance to a proper and adequate 

\ control . on expenditure in the matter of services and supplies as 
1 ~-. Cadres e:Xp~d~... pay-scales. get revised upwards, negligence 
develops in ·the procurement of supplies and execution of projects 
~ the absence of prop~r cost control. While there· is a .close scrutiny 
of~· ·and consultation on, the contents of the Plan, there is hardly 
any on ··the contents of the annual estimates; there is no counterpart 
at ,·the ·national level -.in regard to non-Plan expenditure which is 
progressively increasing as a result of planning itself. 

· ~ . 90. A disturbing feature is not. only the effeet of tinsoun.d financial 
policies of .. a State on .its own development, but its impact on 

· neighbouring States also. We. have noticed that in one State the 
' pay-scales of one of the services were. being substantially increased, 

backed by th~ recommendations of a high-powered commission, even 
when the scales were one of the highest in India. Sutficient thought 
does not seem to have been given to the _effect of this pay revision 

I on other departments of the State itself, m3ch less on i~s impact on 
\the neighbouring States. · . . , 

91. A similar sitriation obtains in. the field of taxation and. 
considerable disparities exist in .the fields of land revenue, saies-tax, 
moto~whl~les tax, etc. Though it is generally . accepted that the 
rural sector could make a greater contribution to national_~~onomy, 
there is an understandable reluctance to revise even the rates of _.,_ ~ ... ...,....-.......,.. - ·-.. - - -· . - - .... -- ~- . --- .. ~ ~- . 
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lanc:lxevenue in operati~n, even when they hav.~o~-b~e~ _review~ 
... in the last 3o ·to 60 years. In one State, when a limited operation 
indicatedtliat the--rates could be raised considerably on old accepted 
and established pri.Ilciples of assessment; the Government considered 
it inadvisable to -continue the settlement operations. In another 
State,_ in real need ·of resources, the collection of betterment levy 
already introduced had to be suspended just because the ne.iphbouring · 
State had done so in a more prosperous contiguous . area .. \All these I 
induce a chain reactio:Q. of enforced under-taxation on ~e one han<t 
and avoidable increase in public t>xpenditure on the other) . 

_ 92. It is becoming increasingly evident . that there should. bt: 
arrangements for national· or, at least, zonal eco~mic ~~~o~ 
both of tax leviesan~- -e~e~Qltw,-j_p.rogr~es, to -introduce a 

\
'iiieaSUre of uniformity~ It should, ensure optimum mcibillsatiol:iof 
resources-and ·-:re-int;'oduce a greater sense of responsibility .in 
expenditure control It is not our 1ntention to. suggest that absolute 
uniformity in various tax levies could. be effected even on a zonal 
basis. The tax potential of even contiguous states is not always the 
same and their tax structure may need differing_ degrees of adjust­
ments. 

93. We consider that a comprehensive examination, _should ..,now. 
be undertaken to assess the.tax -poiential~~{each State, to review 
its ~- struciU7~ ~-~Cto-~~ommendrate; und~ diff~~t heads of 
!evi~~~-~ .~~ St~te }.is_t~ Tins exaicinaiion ShoUld. app~oprlately be 1 
entrusted -to an ·independent Commission which would naturally 
take note of the. widenmg 'gap between .. resoiirces_and_fu1ictioiis of : 
the-~S~ates brought about mainly by the. plaDiililg -process ·and 
consider what adjustments, if any, sho~d be made- iri-Umon-State 
financial_ r~lations which would add stiength both to the-UD.ion. and 
~tLStates. ·· -- ·- · 

94. W~ should, at this stage, stress, as our predecessors did, the .. 
importance and necessity of arrangmg f~r the compilation of reliable 

.J statistics relevant for the determination of needs of the States, their 
taxable capacity and the efficiency of their administration. This 
would prove invaluable not only to the enquiry we suggest, but also 
to the agency which will advise on devolution of taxes to be made 
and other forms of assistance to be afforded to the States. 

95. The acceptance of the rates recommended by this Commission 
and efficiency in effecting recoveries would provide a suitable yard­
stick for ~~essment of comparative efficiency and give a better and 
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· hidtet··-aeceptable11 glndei fol'•_ asse5smg~_tb.~assistance ljustified' from 
. the .l~~~iitre.Jl iTliis '·will,: iii·;_()~; opinion, bring 'about 'th~;-~ptimum 
· ~HiSatl6~:_bf:.tJ5ourcei_b~ 1aii:-the siaies:-Equany, it'·wm:-put:a 

k£b:pljto •the' ·present· ·'undesirable· system 'of; affording~ ~assistance •. by • 
' co'\}-hl-ing 'the·r-rev~nue: ·gapsr·howsoevef they· have· arisen~ori?~been 
.(_ca~se~~:~1UriderJth.e presentLdi_spensaffon; it' is likely:tllat>tilef States, 
. wliieh'·hkve:aotie 'the·ledst;rm.ayr:reeeive niore than··tney:;wohlcf·lhave 
bth~tvH~e des~rved:·iJgilrw:.o -<'!J:·. -·-{~··~-'·~r 'v'"' s- .--j c:::·~,twb . .b:~ri tJ-JL12.­

·. · ,IJ~!£!i.;.no.·::Jl£i:rr..)~fv)i.J:~.z~j-"":·Y.:l."J .J :_,:,;,J .. ·:'t.~i'J t·i i1\Jit:;:~s1··rLi.:.:r:.-r· ~· ~J:_-:;_r.f.;;Li . 
. -. -.. 96 .. ~o. 'TP.~P.!e,tn· ~~~._.:pi9t}:ll:e"o~ ~a~ci~~; .. a~~~~~R-F~.1 ,~~~~~-~~Y 
_ the Umon to the .States, we should refer to the present system of 
' auatif ~llJcationHor F gtants/Dgran~ti-.aid" of' revenue ''made 1Jori-Cthe 
.re~bmmen:dation"s1 (>f:the( Fiilance: Commission) tinder,· art1de''27!5~ :and 
grantsjJor'=specifici'fpl.frPosesr made· tat:( the iliscretionl of:rthe·-'Umori 
. bovetnm~nt0r L\liider: 'iafticle lJ? 282J l 1Thrlugh the' "i assistance ; ' gi'ven 
. tihder:~tiCle'l282 was '48~7'"'per}~ent of the-totalin' theiyeat>1952.;53~ 
it. 1has" nowdassumed,: the .J pl!opottioh.s• )or 80~2 per. icen-t. in ·~the· budget 

1 tor•:>.1961.:.62. f1 In' ri.!h~ord,~.r :!discr~tioniuy~ grants r ; account -, :for: a 
(substantial parLo£- total_c:.assist~nce.\: ;_, i:.. • . ; .. • 1. "·i ': ,_ 1 -·!; t • ·' ~~~. 1 

:S ~; 97:~w~ ~\rtt~if ,<:tb.~~ tiev}5·' of th~ i - St~t~ 'bov'ei-hi1:~rits h ~h •;,the . 
syst~m of dual allocations. Some of the State~- advocated th~t the 
grantS,;in•ltheir,;.totality~:shouldr beJ cpvered by; the: recommendations 

. of-> .the: Finance2.Commissi6n':'as· ~being :m, accordance_ ~th. the; basic 
principles i of.-rthe iCm1stitution: and>th~~B:DtS should r not· be left .to­
bE! niacie:~;at. -~e~·-discretion.~;orrthe :Union· Government:---sc;m.-;other 
. States~'suggested·; tha.t,::the; bulk;crl~ th~ ~tS< sh~ui"d~:be covered .by 
the:c:recormrieri,dationsrof :the Finance Commission leaving-the residue 
to~'~be-:~made :Pi nthe•; Union·. Government. This,~:.they suggest, is 
necessary~as the·Plan itself is flexible and a margin should, therefore, 
be· deft lfoi effecting~ ·adjustments ... Should- they· become ;n~cesSaiy. ,·.It 
is claimed, .howeve~, by the proponents -o(full dev~lutioi:dhat having 
regar~ ~oJhe_ needs qf ~ur economy, the~e is nq s.cope,for. ~urtailplent. 
~f;,~~;l f.1~f,;e~~~J?,t'. h1'. an effi,eF~~I1?~:·; ,1~_: eyi~e~ce~ thiy; .drew 
attention to., the, fact, t:Qat the Plari. itsel~ lays. dowp .a physical target 
hl.L.g'her'th.an,·''.~ _ _f,he.·_··;· nr~s.;ent .... :fiDan. ·c.fa} t.: arg'~t.'' .. ·.· .. ·· .... , . -. '· 
(:.1,.1.!_ :JL•~-.:.-·•'• ~,·.~., l'• ,.,~•: •• I· , .. •, , : /.;i' 1 .';1,,·', ··~ 

<).:: f 98: I It h.-as "also been fuged th~t article 2.82. iS' outsfde. the; pro~ions 
of the 'Con8titutioni governing 4Distribution' of Reve~ues ·between the 
Union and tli~ ·sfates',' ·and: is one J of-''the- several' 'Miscellaneous 
f.~ancial,Provisions'• tha~.~t.is ,only a permissible provision to meet 
a: :POssible con,t~gency a.nd. is ;not. intend~ to; be used in the manner 
it.-_is now.,b~ing_ used. •. ·7· ) , , , · . : 
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.,_:r99:•Another importap.t,·matter;: ,whichcdesetves ·aJ mention., i3c;the 
neecL for .::overhauling : the:r,admiilistrative,: te~~cal:.Jtl!_d~~xecutb;lg 

cies.do ;:tnake:·.them~;roore ·efficient, ·quick;·~ .:_~?~~I_!l~ll~.~-an~ 
#}r~fo -:ex~~~iion~.·· ~ vre. Iiave":no~ced.that .in: their; natural_anxi~ty: 

to obtainJ~ger.. State plans, .there is :a. tendency~ to: .over;state. resoJJrces, 
cui'rent::rand:,:ad~tiona1,J and: :pr:omise, f,econo~es.: which., are. tno~. 

susceptible-: of. r•realis~~io.~J ·:We -~-o~d, like~ toj .s~ress ·tlJ.~· import~~el 
of :!nbn;.PJan'bexpenditure_ pertammg;·•more~ particularlY; tO' -a~­
trati~ evendn fa,•planned economy;;; ,Unless.:a·,kalancei-·is., struck 
between' Plan rand· ~on-Plan outlays·: and the: need~ is :.recognised· of 1 

~onihg,the machinery·of .govel'Ilillent,..we fear•·that·the Plan. 
its .will he: in:jeopard~~,,In:any,ev~nt, iLwill:be~iliffi.cult to .. secure· 
completion ·of projects ~o schedule or to obtain· value for .money 
expended.: In this connection,we.hav~-~~ntioned earlier that. we 
consider. that u wolild: 'be'· useful 'if' ·ihe1 'stat~~··· ~a.(t'lo?. ~et up. a 
;.·_11-.o~ ,,, I_ 1_.{ 1 ~i ·,: .-··. ~·-'·.l·r: ;·: .-.-~..~,·;~; 'J····('!""~~:"•~·· . ......,__t-~~ .. ·--.i>)--...-•'i 

ma<;hinery: to draw. up_Jhen: _own: -.~~velopme~t plans and also to 
underl*~ _a i~Yi~\i~--~t_ !?~~table illt~nra1i, of.til~. Pr<>iie'iS~('~~e~uil~ii 

· of ·'P.r~jects -·and ·:ats·o 'oth~-~lton;Pi.~-progralruhes: ,. 'fn' other·cwordS~ ~ 
it· sh~d1;·~ pl~i:tapparaius' ·with·. ad:a~~tibiti(t,£ ~tidifb£ · 
P~rl~.~a:nce .. ~: ~~-; "-~· · .-~~:· r:·;> ~ )~;1 ~-~~.-.~:.·~~~:i_l;; ~~;;·~~! ~- ~~"~.;,;~:.~~·:,: ;,:;~~i! ~: 

- 100 •. Articl~ 280 (~) ( ct e~p()~e:rs. !}1.~: :rr~s~9-E7~A }R . Eag_JJP_<?n .~~~ 
Commissioi\ to .• ~*e .. re_<:OIIm1e~~~ti()~~ .9~J,.~y1 l;Oa.tte~f~~hi~u.h:E1. 
co!Wders to be in .~e _inte!~sts of:sow;td fin~c~~ )'!n.:'!er,~his P!~~io~ 
three questions have~ peen.referred.tG US \vhicli'We have dealt.with 

• 
1 

" - • • "' • - •. • ~· .J , l • .-1. ~ 4 • "·~ ~ ... ... . .. I • 1 j \ , ~ _ J , ~ •• ,..t " 

elsewhere.:-.Ther~ :is. one. o~hez:, ¥.n-P<:>~t.~po~t,,:}V:~~ll>c~P'?Ugq ~qt. 
specifically. ref(m"ed to Jt~e • .Comroission,bas ,been &tressed before us 

- • • • ' • " ~- .1. • • ~ • ' • 0 I •" - •• • I \,... • • • I' 4_. • • ~._; J. j • 

by_ Ule -States ~d" we fe~, th~~ i we shouldj ~ak~ .so~, ~bsenr~ti~~ 
on it. ·It is in regard"'t<?. 1tl;l,~,.m():unting P}~r~~~c~~~~ili~!J'Yih:irP. ~ 
devolving on the States. both on loans ,raised by themselves and loans 
granted by theUnio~_Goy~~t...,. n~.:fmpo~ce,of.~ q~~jlo~ 
lies in the fact that in: most cases this_,)iability;-1 alQ~~:ja~~o~~~;.a 
substantial portion • of their ·' <!wi"ent ' r~venues~ -~e:' position 'j~ 
worsen in the- foreseeable future.-. 1As ·our devolution, mtist-~tak:e 
account of the revenu~ g~ps, partly .attribut~ble to _mtere;t chMges, ~ 
we consider that. it would not be out of, place if. we w~e to give. om 
appreci~tion of the position. , ···' ~ · '~, ; ' ' ' : /' 1 ' .- ": · · · · 

1• .>~·~~ ;!.· ... t~ ~.: ~-:.· .. ;"~ 

101. A general complaint,' more particularly of~the States which. 
have large· multi-purpose river ·;,\Talley projects with considerabl~ 
financial outlays, ·(in some cnses several times 'their, total· annuaf 
rev~nues) is th:tt the !<?..~de to them bear}l!~t:est ~li!g~~f!Q~ 
the dates on _which they are drawiL-ThlSliability has, of necessity;·. -... - --·. --- - - -- . - .. - ... -,- ----- . - . , 
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t2._be •met · ~.:_~ddition~!.J~!.~!:.est.:E_earing loans. This not only 
"leads_to the over-capitalisation of the projectSbU.t-also makes these 
additional loans attract compound interest leVies. It has ta be. 
considered whether it. would no~ be advisable to have a period of -
r:noratorium depen~ng on the character and· scope of each productive 
project,· with a· weighted. rate of interest to compensate the .Union 
Government for the interest foregone over the period of moratorium. 
_This: is the principle, we understand, on which World Bank loans 
are made for projects. It has also tt> be appreciated that the interest 

· recovered from the States at . present· is, in the m:am, . met out of the 
.· assistance given by the Union . Government itself. The posJtion is 
~ar from satisfactory and requir~s, in . our opinion, analysis { and 
review.· · · 

. . - . 

. ,102.· As 9ur. observations ai)ove relate mamly to multi..:purpose 
. river valley• and other major irrigation projects, we made a detailed 
examination of their financial working. We were disappointed to 

. find that in a nuniber of cases the returniareiruu:m:Cient'-iO···m:eet. 
i ev-en:-tlie:...;orkiiigeiperis'es and in'"th.e majority of cases insUfllcie~t 
.j to cover the· a:dditionaf.fuCidence-of • interest U'al>ili.ij.-Th.e- power 
compone~ts of -~he inulti.:purpose proj~cts are generally remunera­

. tive, though inarginally because of the statutory ceiling of 5 per cent 
_,.return. · T~ey ax~ not so where agreements were made for supplies 
at· concessional rates either to attract industries to the States con­
cerned, or' to fi.nd ap: ;~utlet at the time for power generated or both. 
But the irrigationeo~~onents of these projects and also other major 
irrigation projects are unproductive in most cases.· The reasons are 
two-fold: (a) the reluct~p.ce of the agriculturists to avail themselves 
of iiTigatimi facilities ·aJd (b) the unwillingness of States to levy 
suitable water rates; ThJre is also a marked hesitation to impose . 
and collect betterment levi~s as an offset to ·capital expended. The 
question, therefore, is wh,etller States, which have failed to make 
their agriculturists irrigation.:Conscious and/or to levy appropriate 
taxes, should· be encot.iraged or even allowed to undertake additional 
irrigation projects. · 

103. We have felt impelled t.o raise these issues of a general 
character, ·though. these are not directly related to our terms of 
reference.' Nevertheless, we consider that they are relevant in the 
context ·of the recommendations we make and important enough to 
merit consideration iri the interests of our national economic growth 
and the introduction· of a ~imum acceptable standard of social -
services in all the States. 



VIII. SUMMARY OF RECOMMENDATIONS 
. . 

104. Our rec6mmendations to the fresiden; are ~t ~ut belo;: 

I. Estaie Duty: · 

For a period of four years_ with effect from April 1, 1962: 

(a) Out. of the net proceeds -in each -financ;:ial year of estate 
duty in respect of property ·other than agricultural _land, 
a sum equal· to 1 (one) per cent be retained by _the Uni~n 

·as proceeds attributable to Union t~nitories; 

(b) the balance of the net proceeds be apportioned between 
immovable property and o!her property in the ratio of 
the gross value of all such properties brought· into assess-
ment in that year; · · · · 

(c) the sum thus apportioned to immovable property be dis­
tributed among the States iil proportion to. the gross 
value of" the immovable p~operty located in each State; 
-and 

(d) t~e sum apportioned to property other th~ immovable 
property be distributed among. the- States as follows: 
State 

Andhra Pradesh • 

Aasam 

Bihar 

Gujarat 

.• 

Jammu and Kashmir 

Kerala 

Madhya Pradesh 

Madras 

Maharashtra 

Mysore 

Orissa 

Punjab 

Rajasthan • 

Uttar Pradesh 

West Bengal 

. . .· .... 
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Percentage 

8•34 

2·1s 
10•78 

4'78 
'0•83 

3"92 

7"51 

7·8o 

• 9•16 

· s·46 

4'08 

4"71 

4'67 
17•10 

8·Ii 
_;.. ,_:.l :_ 

\ 
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/ ri. Grant of h 12-5 cmres in -lieu ~ the tax on r.rllway ~ga. 
fares: . ·.. .. . . 

-~ ;~(~ li /_ flt:;·j ~ ~t ..t .t:) ~ !1 lt." ~I:r.·:.. :_" ~:-:·; :< . ~ ~: .. ~ _ 
W"rth effect friBn April ~ 1961 a sum of Rs.. 12·5 crores be distri­

-: buted:each year~ :the quinqneunjurri ..1961_-=-fi& ammg Jhe States 
as foDows: . . -

StE 
:_:~-~ ~ *r ~- -i :_i 

-~ .. 

. ~ . 

~~_,.;.··~·~t-~:~:~.:~:: ;:-~ 
... 

.. ::, .- ~:i} )' ~-:- .. ~: "! i:-~~-~~-:: "-~ 
.. m..-_ ...... : ~~ -· 

~ ~v--' 1~- Gljaalt :": 

;;.\.:>-;..' --~-~~--~; ··; ~~:;;:•1 

~ _-2~.:: ::: S. :·s." ~ .-.:'.~: ,_. :-~~ 

~ ~PiaJcilt -- - •. -- ·J:-QI. 

: ---- . :o-Il: 
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~Ci..,.s---·.: .. .. --.-·.,. -, ~- . ~- - r·~ . ~ 
m. Income Tax: --

For;; ie-m of four~ with~~ APru· ~ ~ 
. . ... 

(a). the peu:eida0~ of the net pt~ in-any finanrial year 
-~ . of taxes 011 jncorne CJther than agrinlltnral.i:o'''""• exrept 

in so fai as those pun:eds u:pr •t proceeds ;atfri1mable _ 
·to Union tenitmies or to taxes payable ni uspect of 

· · Union emoln"*"ts. to be assigDed to the States ~- 66-!1./3 
: (sixty-Qx and two-thirds); -' _j: ,.. .. ·:: :-. ~:' -~\ • ;:. 

(b) the pai!6lbige of the net pott:eds -of taxes Oil iN, Mite -

which shail be deemed to IEptwcnt puceeds attribulah1e 
to Union tatilories be 2} (two and a half); ... 
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(e) the percentage··of the net·'proceedstassigried(tQltheJStates · 
be distributed~as follows:· ·.:~~.;rtis1 ti>~:JJo') .II_ · 

State 

Andhra Pradesh 
Assam 
Bihar 
Gujarat 
Jammu and Kashmir 
Kerala .. 
Madhya Pradesh 
Madras 
Maharashtra 

c.~':!!iiJ~-~~fl~ .~:·I·.·~~<·) ft!t 
· Orissa · ' 

Punjab 

' . 

Rajasthan _a .~. :·.'1:;~:-:- · ~~. ::c.,.'.,.,._,,., r, .·;·_ 3"91 · ('/' 

< ~= ~ . '~ ;; :!; '.'' .:'.' .: ::: ~~·;; ," :;'; ~~~~.~:~, 
rlrE· ..... ,.~. -r l"V·~···)·)~1 c :·' h:•r· :·df 1 ·~" 1 ·. nt' 1-~~·~r' ··11t··:·)r,r4 ro:· IV. Union xc1se Dut1es: ·, · · ·. · . · · ..... ·. ' .·. "· ·.·· · · ... 

. For a period of four years with effect P.om:::Ap~tl 1f)·.19a2'~:i sum 
equal,tQ.20 (twenty) per cent of the net proceed~:of the Uriion"'duties 

·.~ ·-
of excise on the, articles scheduled. below, be. p~dr out• ~f1th~: Con-
solidated Fund of India to the States and distributed amc;mg .. them 

j'~ .1.-.J !.:.J•_.,_ • .( ~··· 

as follows: · . · · · · _ · 
'"": ir- j .. : ~ ( .... ,::'i_ '~·~:·.s::-:t:'.._:l. .. '!'.· r-f?_.'. ; ~; . 

1 .. Sugar/ 
2. Coffee.: 

· 3. Tea. -
4.. Tobacco .. 
5. Kerosene. 

Schedule of articles 

6.'Retined diesel oils and vaporizing oils. 
. 7. Diesel oil, not otherWise specified. 

8. Furnace oil. 
9. Asphalt and Bitumen. 

10. 'Vegetable non-essential oils. 
11. Vegetable products. 

., :: 
J r J ·' ;·l· ~ t •- ~ ' ' ... 

'•, I 

,. '. " ; i t: ~ J • ; : 

' ; . •; ~. j '. 

1~i Pigments, colours, paints, enam.~ls, varnish~s.·: blac~ and 
··· cellulose lacquers. 
13, Soap. 
14. Tyres and Tubes. 
15. Paper. 
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16. Rayon and synthetic fibres and yarn. 

17. Cotton fabrics: 

18. · Silk fabrics. 

19. Woollen fabrics. 

20. Rayon or artificial silk fabrics. 
') ----- -

21. Cement. 
. ' 

22. Pig Iron. 

23. Steel Ingots. 

24. Aluminium. 

25. Tin plate and tin sheets including tin taggers and cuttings 
. ( ' . . 

of such plate, sheets or taggers. . ..... 
26. Internal combustion engines. 

27. Electric motors and parts thereof. 

28. Electric batteries and . parts thereof. 

29. Electric lighting bUlbs and fluorescent lighting bulbs. . ' 

30. Electric fans. : 

31. Motor vehicles. 

32." cYcles~~ parts of cycles. other than motor cycles. 
' . . 

33. Footwear. 

_34. ·cinematograph films expoE"ed. 

35. Matches. 

Schedule of distribution 
State 

Andhra Pradesh 
Assam 
Bihar 
Gujarat 
Tammu and Kashmir 
Kerala 
Madhya Pradesh 
Madras 
Maharashtra 
Mysore r 

Orissa ·' 

Punjab. 
Rajasth~n 

Uttar Pradesh 
West Bengal 

..... 

·\ ... 

·. 

.. 

Percentage 

8·2.3 . 

4"73" 
n·s6 · 
6·45 
z·oz 
5·46 
8·46. 
6·os 
5"73' 
s·S2 

. 7"07 
6~7I 

s·93 
I0·6S 

5"07 



. .• 
V. Additional Duties of Excise: 

For a period of four·year8 with effect from AprU 1,· 1962, out' of 
the total net proc'eeds of the additional duti~uLexcise_levied _in 

0Pl!.£_e~!_ of _sal~s-~ax )on co~ton ia~~~~~ayop._or ar:tifici~_silk_ 
fabrics, ~!!k . .!~:~.U~I!JabricsJ!lg~ · ~nq:_j0ba~c0_ (including 
malilufactured tobacco): - · 

(a) a sum equal to ·1 .(one) per cent of the net pro('eeds be 
retained by tl!e Union as attributable tq Union territoiiea; 

(b) a sum equal to 1i (one and ·a half) per cerit of the ·net 
proceeds be paid to the State ?f Jammu and Kashmir; and 

(c) . a sum equal to the balance of the net ·.proceeds of the 
duties, i.e. after the d~uction of the anio\mts mentioned 
in sub-paragraphs (a) and (b) above,' be distributed u 
follows:, 

(1) the sums mentioned below, representing the income 
of the . States in 1956-57 on :account of sales , taxes by 
whatever name called, on the six commodities, be 
first paid to them: · · · · 

State 

Andhra Prldeab • . .• 

Bihar 

Gujuat 

. Kc:n1a 

Madhya Pradesh •. 

Madra• 

• Maharaahm 

M110R 
Orilsa f 

Pwljab 

llajuthaD 

Uttar Pradesh 

Wat Balp.l 

332F-t. 

. . ... 

(Rupees In Jakhs) · 

235"24 

Bs·os 

130•16 

323"4S 

9s·o8 

155'17 

2Bs·u 
637•71 
II 

l$•JO 

8,S.JO 

17,S·J~ 

90•10 

575·81 

280•41 



• 
(ii) The: remaining __awn. if any, be dmt'ibutitd as· fqllows; 

: ~ Perccatap 

. -:: ADd&n:&adcsh l. . : .. ~ 7"7S 

Assam 
' ., . --' .. 

Bihar' •· · ... 
' •.. t,., 
I"!..;..- ~ .. ""..,..._ . 
-~ : 
. MadhJa-Pradesh .. 

. i.fl 
~--.· 
'ldah8ruhtra 
Mysore 

. 'Orissa. 

Panjab .. 

- . , West 8enga! .. ' 

•. 

... 

Tl. · Grants-izl-aid: · .• 

... 
... : 

a·so 
IO·oo 

s·.-o 
.· .f•2.f 

~ ~ .. ~ . . . . 7•00 

'•· J•OO 

I0·6o 

J•3S 

·.f·so 

s·2s 

··~ 
•. t.s·so 

s 

. . ;. '..... . . 
· (i) Under the substantive portion of article 275 (1) of the 

Constitution_ in. each of the four financial sears beginning 
on April 1, 1962, the sums shown ._j.n the table below be 

· -~- charged on the Consolidated Fu.iu.i. bf, India as gran~in­
·. ' aid of the revenues ~ the States menii~nec:l against them: 

.. . State ~ . -~ (Ru~~ b. iakh.). . ,. ... ..-~ --~· 

r: .... 

, Andhn PddCih -I~ ~ . 

.. . _: 
Gui&rat • · 

JIDI!R• and Kashmir 

X~. 

.Mdh,a Pdd«*a 

Ma4ru ·• 

M~ 

on- .. 
Plu!jab .• 

JlajuthM 

· Uttar Pndesh • 

w~ Bcapi • 

.. 

.•. 

• t.SO 

J2J 

I SCI 

~J 

8oo 

77J 

Jloo 

27J 

17J 
liOO 



.w· 

(U) Under the substantive portion - of .811icle 275(1) c.f the 
Constitution. it\ ~a.cb- of lh~. fQtu.=· iplaP,.~ial years beginning 
on April 1~ -1962, . the following further. s~ be charge4.. 
oq th~ Co~sqlid,a~~ F;un.4 ot ;Il;tqi~ ~. ~~t~.;,ip.-a,f,d _of:,the · 
J'eVE!.9-Hes _of tpe- ~wte~ me~~~5>~~ agafn:st_ t_hem . f.QJ; 

· lmp:ro.v~m~~ o~ CQIIUJlupi~tion,s: . - · · - , ·~ -~ -. ., 

Audhra Pradesh . .. ' -. 
., Assam • •. 

·B~ ~ 

-Gujarat • ' 

Jammu and Kashmir·. 

.Kerala • 
/ 

~~ya ~radesh 

Mysore 

oOrissa 

.Rajasthan 

- . · .. •.-. 

.. 

.... 

.... 

~ 
~ 

.• 
.• .M ... 

so 
" 

_..._ 

7~~ ' 

'?$'·· 

;xoo 

so 

lS 
115 

~ 
~~ 

•. ~1 

-.. ·- .. ' ,- : .. 
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MINUTE OF DISSENT BY SHRI G. R. KAMAT 

1. I regret to have to append this minute of dissent to ·the. main · 
report of the Commission. 

· . 2. Although I have differed from my colleagues on some other. 
points which are reflected in the scheme of devolution recommended. 
in the main report, in the interests of_ unanimity, I have not thought 
fit to express my disagreement on those points. On two points, how­
ever, I am constrained to wrjte this minute of dissent. -

• • • J 

3. First, I wish to ~issociate myself from tlie J"ecommendaiion 
made in paragraph 71 of the reportL that we include in' our scheme 
()f devolution and grants-in-aid, 75 per cent of the revenue compo­
nent of the States' Plan. I consider that the measure so recommended 
is open. to serious objections and that it has serious impact on the 
concept and mechanism of national planning. Any m:ants that . we 
.so recommend, even if accompanjed by the indication ~f the broad 
purpose for which they are made, are in effect untied and, therefore, 
virtually unconditional. 

4. It has been recommended in paragraph _93 of the main report· 
that certain suggestions as to the manner in which Plan assistanee 
.should be made to the States, be examined by· a high-powered Com­
mission, which we propose, for making a comprehensive review of . 
the Union-State financial relationship and other connected matters: 
One would have thought that the more logical course would have, 
therefore, been to suggest no change in the existing procedures of . 
Plan grants pending such a review. My colleagues, however, think 
otherwise on this matter. 

5. At present, grants for the revenue component. of the Plan are 
made to the States by the Central Government on an yearly appraisal 
()f the requirements of the' States and the Centre's ability to meet 
these requirements.· These grants are made under article 282 of the 
Constitution and they are tied to particular programmes with a view 
to promoting and supporting planned development in the States in 
specific directions. Important examples of the programmes to which 
granta have been tied in recent years are a series of measures for 
increased agricultural production, community development pro-

51 
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gnmmes, technical educatioa schemes, programmes for village and 
··· small-sca.Ie industries and a number of health. measures. This system 
· of tied gtants ·ensures effective .. ~rdination of the State Plans B 

these grants are detennined _after annual_ Plan discussions and after­
taking into- account the performance of the States, .both in respect. 

··of efforts to rais~ resources, a& well as the efficiency with which the­
. schemes are executed. The disbursement of these sanctioned grants. 
··is ina4e proportionate ·to )the fexpeiiditure ·incurred by the States on. 
the ·schemes eoncerned. · · · 
....:: - . ~ .. . - . 
· ft. This proc~ure; like ·most .. proeedures involving Central co­

. ordination, mighl.be -found tO be ·tiksome at times by the State­
Governments ~and 'tliat 1s '\Vhy some State 'GoveimrientS have :express­
ed themSelves to be 'in· hvotir ·of "haVing lstatutory 'grants under­

- ·-article· 275 of !he ·eoD:stittition 1n ·ue11 of this system. It is !dated 
- truit· the preSent ·-system· results In ·1maue inteiference by ·central 

·. · l.ficisfries in the affaii"softhe State Government and that it involves. 
· · · irlaom.e· and -needless disctissioris between the Centre and the ·states; 

::_ -.It hu alsO 'been Stated that grabts pen in a ltimp sum instead of 
. .. -si:b:Ehne-Wise . may-well 'reswt .. cin more efficient ·utilisation of . the­
. ~ than·at presenl 

~ -~ ~: -1. ·1f-~ihere are these- detects. bi the :preSent syst~m., they 'are­
eapable -of bhlng 'remedied. In fact, dUring the la.St three years.. 
there· lias already been :Corisideraole progress toward:~ -greater fiexi­

... bility m··tne :making of 'tlie8e. grantS' -and in theil: re-appropriation 
from one 1scheme "to another. · Withln- the' 5ame group of _schemes the-

- ' StateS have- been lree to lli.Y.ert -fUnds ·from ·one 'SCheme to another~ 
·-It' is only ·when the ·state Governments wish to transfer funds from , 

.. one group 'to 'another~that a:prior·'reference to the C~tral Ministiy 
,. · is now· required. Adjustments between different heads have also­

been fairly frequent after consultation with the Plailning Com.mis-aoa. . . . 
. . . 

. . 8. · Measures to impart a gre'afer-flexibility to the present ·system 
- . have . been recently deViSed- by . the Planning Commission and the­

. l.linistry ot Finance of the Union'.Gov;rnfnent and have been t:ommu-:-
nicated to the States. In my view, such ·defects of the present system 

. as. exist are capable. of being. removed by adjusting procedural 
· details ·after ·a joint consultation between the_ Union and the State­

.. . Governments. But, to displace that system by a system of statutory 
grants, is like throwing the baby out with the bath-water. 



.9. The proposition to m~e devolution .of . taxes 'and statutorY 
jrants for the revenue component of the Plan iS· evidently ~p:ported 
en the following grounds. First, it is pOinted out that the second 
Finance Commission also made grants towards_ the revenue_ ~m._po­
•ent of the second Five Year Plan. Secondly, the grants recam:­
mended by the :Fu:tance ·Commission, being statutory, would ·:give 
an assurance to the States that necessary funds .• would be forth­
eoming for the revenue component of the Plan. 'l'hirdly, it has been; 
mentioned that this change in the system of grants would giV.~· 
p-eater autonomy to the States in their administration. ·Lastly, it 
luls been pointed out that our terms of reference ·require us to take 
toto a~count the third Plan reqUfrements of ~e,States. · ,. . .. 

10. There seems to be some misunderstanding as to what ;precisely 
Ule second Finance Commission. recommended =when it · i.I\cluded. :in 
itJ devolution a ·part of the revenue compc)nent of :the. second Plan.. 
When that Plan was forniulated, the Centre had not. undertaken .to 

•· . • . •. I 

uderwrite the State P~. Central.grants ,were to .be ·z;nade . .a~cm-4-
ing to a specified pattern of assistance; but grants,- :whiCh .wer~ -~ pe 
thus made to the States, ~ere madequate to enable them. to !ulfU the 
¥rgets of the Plan, even after they had fulfllled_ thei.i- own .t.&rgets 
ef additional taxat~on. In other words, there :~as an estimated ·BBP 
in the revenue plan of the States yvhich was not_covered,either ,l:>,y 
be own resources or by the grants propoSed by the Centre ~­
_article 282. It is this gap that the second Finance Commission-~· 
into account in making its recommendations. What the ,secOJUl 
J'inance Commission gave, was not in lieu of _grants fot the reveuae 
eomponent of the Plan hut what was needed by the States over,D.JMt 
above the article 282 grants as then estimated. · The co~rclinati.Qg 
machinery for making the Plan grants, tied to particular . projects 
and after annual Plan discussions, was not impaired by the -secOJld 
Finance Commission's recommendations. ·· · . 

11. The position now is different. .In the third Five Year .Plan, . .it 
ltas been clearly indicated that for financing State Plans which ..are 
estimated to cost Rs. 3847 crores, there_ would be the States' 
resources· ~f Rs. 1462 crores and the Central assistance of Rs. 237_1; 
c:rores (see page 102, paragraph 27 of .the Third ·Five Year .Plan). 
The figures. include both revenue and capital This statement ~ 
in the third Five Year Plan is as clear an assurance as the Centre. 
can possibly g!.ve to the States to show that the Centre is prepared 
to support the States' Pl~ almost fully provided the States did 
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their 'part in finding resources as indicated in the Plan and proviaed 
~ Centre had the resources as foreseen in the Plan. The question 
as to :what part of this· amount of Rs. 2375 crores was to be in the 
shape of grants an~ what in loans was left over for later discussions. 

· 12. As to· the question of autonomy of the States,. I suggest that· 
the measure suggested in paragraph 7l of the main report does not 
make the States any mpre autonomous than what· they are at present. 

. We ~e precluded from looking· into the capital requirements which 
forJ:1:1 the greater part of the State Plans. For these, as well as for that 
part of the Plan grants which is not covered by our devolution, the 
system of annual Plan review and annual Plan discussions would 
have to continu~ and the States would have to depend on the Centre 

· for assistance. A certain limitation on the States' autonomy is, in 
. any. case, inherent in any process of centralised national planning 
. and so long as we pursue the conceJl.t of a national plan, such limita-
tions have to be accepted.· It may be stated that. in other federations, 
an"d notably in the United States of America, where the constituent 
States jealously· guard any encroachment on their autonomy even 
moJ;e thaD. the States in India,. the federation makes a. variety of tied 
and 7 conditional grants to the States and thereby promotes a number 
of development measures in. the social field. In my view, the correct 

. way to look ·at our planning process is not that it involves central 
encroachment on the State autonomy, but, that there is a close and 
continttous cooperation between the Union and the States at vaiious 

· le,~eh to evolve and execute development. programmes which would 
be of benefit to the country as a whole. 
· 13. In the result, I do not see that the States derive any majpr 

.advantage from this proposal; it certainly does not add to their 
resources, nor does it put them in· a greater position of autonomy 
than at present. If, as I consider it to be the case, the poposal to 
convert the Plan grants into rigid statutory grants is harmful to the 
planning process and to the execution of the Plan, the mere fact 
that our terms of reference permit us to recommend such a measure 
has no significance. These terms can· also be so interpreted that we 
desist from making such a recommendation. Thus we should certain­
ly have had 'regard, among other considerations, to the requirements 
of the third Five Year Plan', if we· take into account the fact that 
these requirements, insofar as they are not met from States' own 
resources including additional taxation, will eventually be met from 
grants that the Central Government makes under article 282 ·after 

· ~e aimuai Plan discussions. 
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14. Apart from these principal arguments, two other ar~ents 
nave been stated iii the main report in support of this recommenda- . 
tion: first, that some of the States will, as a result of devolution of 
taxes, as proposed in the report, have a surplus position in the non­
Plan sector of their revenue budgets; ·secondly, that one of the States 
has represented to us that the Plah contains repetitive schemes of 
.a continuing character. · · 

- 15. In my view, both these arguments are tenuous. It was within 
the competence of tile Commission to dmse $1 scheme of devolution 
of taxes in a manner by which . no State is left with a significant 
revenue surplus in ·its non-Plan budget. 1n· regard to the plea that 
the Plan contains repetitive schemes, the Commission has not exa­
mined the position in regard to the States, other than ·the one whi~ 
made this plea. We cannot; therefore, base our conclusions on this 
argument. 

16. In paragraph 63 of the main report, the second Finance Com­
mission has been quoted as recommending that fiscal needs should 
be considered in a comprehensive sense and that grants-in-aid sh~d 
subserve the req_uirements of the plann~ development. Paragraph 
66 of the second Commission's report, from which this view has been -
quoted, also specifies the following principle as part of its recom .. 
mendatio:a: 

"Grants for broad purposes may also be given ..•••••• Where 
those purposes are provided for in a comprehensive plan, there will 
be no scope for such grants." 

What my colleagues have suggested is precisely a broad purpose 
~Gnt of this type. 

17. Let me now state my objections to the course suggested. As 
stated in the third Five Year Plan, the Plan itself is flexible. It is -
translated into actual programmes of work from year to year and 
by means of annual Plan discussions. At these discussions, are 
~amined each State's performance in the preceding and current 
year, its programme for the future year and its ability to undertake 
and carry out that programme, its requirements of ~ance, its pr~ 
posals for additional taxation, the amount of finance that the Centre 
could make available to the States and any other circumstances 
which would determiile the optimum size of the programme for the 
Centre and the States individually as well as collectively. In this 
manner, there is an effective co-ordination of the State and the 
Central Plans. After the annual review, tpis coordinated annual 
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·-P~ is ~-by:tlie' National ~~i~pment Co~cil and ·r~vea 
~-app~~ 

. . . 

, : ~8. Havin~ f~rmulated the 1lDiluSI Plans in 1his way, it is important: 
. ~t. both the. Centre ~d the States implement them in accordance 
··'With. the_ accepted -priorities and objectives. Under the Co~titution, 
'Economic and SociafPlanning' is a concurre~t subject. But, niany 

_ fw?.ctions un~ertaken in ~herance of· the Plan are entirely in- the 
-• Staterfield,_,in respect: of. which the Centre has no constituUow 
. authqi:ity to require· the State~ ·to execute the programme in anT 

" Jl.~~t4ar in~~r: ~e only-way it can do so:fs. by providing that 
"Bt least for ·that ,part of .the programme which .is .considered to ·be of 
national importance, ·the States- are _iive~ a financial- inducement 

· in _lhe ·Shape · of tied grantS to undertake .imd implement thes& 
schemes: It· iS in-tliis way that it has been possible in the ,past to. 
introduce under high priority, sche~es like 'grow more food',. 

-comznulrity development, technieal·edueation, etc. :If a· large part of 
-the finances ;required· by 1he State is -1lutomatically -assured to thenl. 
Uilder·the-Iaw,·,the·Centre-would not hav~·the power:to ensure thB.t 
the States did ·actually utilise the funds 'for those purposes.· I am not 

-"suggesting that 'the :state •Governments 'Cannot be ·trusted.: 'But,· w .. 
'cannot overlook 'the fact that in this large -and diverse country of 
ours, there could be differences as to thEt_most important_lines of' 
development, from the national .as distinct from -the State or regional 
point 'of·.View. ··Increased food production is-a national-objective. It 
·i& important that the States, lhat are currently,surplus inJuodgrains,.. 
dQ not slacken· the.ir _efforts. towards further jncreases in their ·agri­
cultural output and that they 'do not divert funds from ~grow mor&-

. food: schem~s to programmes which, from a strictly regional point. 
· ()f .. view, may .. be ·-more important. ·My_ ·main objection to_ ihe_ untied 
~d:unconditional.grants for ·Plan purposes is that ·they will weaken 
~he machinery which now ·enables "the ·centre and tha 'States to­

- ~~tiveiy coordinate .the ·formulation and cinl.plement~tion of their 
-. ?Ians. ') A -~ystem ,of· ~conditional lump sum grants· from the Centre-

to_ the. States ·lor .Plan~purposes :will, at its best, _reduce this coordi.:. 
.:nation to a little ·more :than .making a ·Central catalogue of States•· 
:Pr<?}~ts. in several -fields .of-development. · · · 

: · :·. 19. Let me take an instance: Increase of agricultural production-. ' .. / 

is. a -programme; given national priority-_both by the Centre -and the-
states.= Part~ of the finance required _for this purpose -is · given as 
uants by' the ·cent~e to the States. U,_ in ~eu of these grants, a -lump-

-sUin: ann~l grant· is given to the States for the Plan as a whole, it. 
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is possible ·for a State to div~ri- flind~ ~hi~h ~ho~ld ha~e been utili.se<t. 
for this nationally important programma ~o. some other ... schemes of 
1esser priority, if desired by the l~cal population .. As matters stand.,. 
there is an unlimited fteld for_ ~ocial development. in _the ,State ,sector:· . 
and it cannot ·be denied that the States may ·feel compelled to switch. 
over to local schemes of low priority by some c local· pressures and 
influence. The· overall resources being liniited, the programmes,._ 
which are con&idert>d to' 'be ... of national importance~ may th~reby· 
suffer. It is not" suggestedthat ~is may happen in eyery Stat~; but. 
even if it happens in a smaitnum~er of 'st~tes, .the_re 'would be·difli.-.· 
eulties in achieving the ·.nationally acceptea targets )n :_th~ ~more: 
importan_t fields of devel~pme~t. . ·; '. _· I . 

20. ·Another ·important objection is ·that ·finance for making these' I 

erants for ·the revenue component of ·the .Plan is -available •almost 
wholly from the yield ·of additional ·taxation ··proposed by the ·Centre.· 
The non-Plan needs of the StateS and the. Centre,. the ~availability 
of finance with the Centre and . its . own Plan requiremep.tsare,such_. 
ihat if we seek to make.grants or devolution for ·the ,revenue compa:-­
•ent of the Plan, it can be done oruy by. drawing. upo~ tp~ yield of 
additional taxation by the .C~ntre. Only. a _part .of this ·.a.d.4itiorial. 
taxation has been imposed; the.greater part is_yet ~o b~ r~~d. !.I'hat.· 
we should seek to commit the Centre to make these grants in {ldvance. · 
ef the Centre assuring itself of being able to finance ·such. grants. is~. -
~ my mind, w_holly inappropriate; and,_ to SaY. the .lea~t, wifaix: to· . 
the .Union Government. .. · .·; 

21. The Plan is not a -rigid one; 'it is ·wrong to look upon~ it' as. a· 
:mere list of the financW · target's fOr ~periditure; ·1t . enjoins 'the­
Centre and the States 1o ·ra1se certain resources. ' Then; .: certain. 
resources are postulated "as coming from ·abroad as 'foreign·aid rand·. 
certain margins are left for being spent· in excess· of ·the resource&. 
in the shape bf 'defiCit financing'. ·sa far ·as the 'States ~e eonce'rnoo;. 
provided they tnake the' ·resources available . as promised by' -them,. 
the Plan itself contains ·a clear· a8surance that the· Centre ·-would 
Jnake available to them· the remaining amounts to ·-achieve' the· 
financial targets CJf the Plan. These targets again are not rigid. , The­
resources position itself would require a ~ontinuouS review and' such 
review may~ at times. require a review and curtailment of the ·Plan 
targets both at the Centre and in the· States in circumstances not. · 
amounting to an emergency. Our own assessment of the non-PlaJl 
needs of the.States,.as covered by .our scheme of devolution fo~ non-­
Plan requirements, is significantly higher than th~t which was jointly· 



worked out last year by the Plann~g Commission and the 
State Governments. · We have also "been· told that the Centre's non­
Plan· liabilitiE~s would now apP.ear to be higher than those assumed 
iri formulating the third Five Year Plan. These circumstances may 
themselves compel an imminent review by the Centre and the State 
Govenments of the resources available for the Plan and to consider 
what adjust~ents, if any, need be ·made· in the Plan targets of 
expenditure of both the Centre and the States. Further, it is possi­
ble ·from ·time to time for a State to demonstrate . additional needs 
.and, provided there is a saving of resources on some other project 
. iD, the same.State or hi other States or at the Centre, adjustments 
.Can be made from year to year. ThUs, when all other components. 
-of the Plan, . which ·are closely connected, are subject to review and 
variation· from time to time, ·it· would seem unWise to introduce 

._'Statutory rigidity .in respect of that component which represents the 
transfer- of revenue resources from the Centre to the States for the 
Plan schemes. 

22. We have reasons to believe that last year, in the hope of getting 
-.-a substantially large size of the Plan, some States at least had over­
. -stated· their resources and had given promis~s o:£ fresh taxati~n 
. ''Which might be difficult ·of_· fulfilment by them without a great deal 
· of effort on' their part. Annual Plan discussions, at which · the 
resources~ the size of annual Plans and of Central assistance therefor 
:are disctissed, indirectly exert a measure_ of compulsion on the States. 
to· make a sustained effort to keep to this taxation programme. Most 
:States will be unable to· fulfil the~e tax targets without getting 
into the more unpopular field of rural taxation. If the States have. 
:an assured. amount of Central grant for the Plan, there is a very 
serious risk that some States wili slacken in their tax effort, or just 
·postpone_ it, and in the latter . event, it may . become mor~ difficult 
for _tnerri to fulfil their respective tax targets. As the entire. Plan 
is based. on: the stipulation that. the Centre and the States would do 
the.ir respective parts in raising additional r~sources and closely con· 
trolling their non-Plan expenditure, the entire planning process 
would, in_that event, meet with.very great difficulties. 

23. My observations, as above, are made on the assumption that 
these grants, being under article 275, will be untied and unconcJi­
tional.. Devolution of taxes under articles 270 and 272 of the Consti­
tution is, in . any· case, untied and unconditional. Hitherto, even the 
grants-in-aid made under article 275 on· the rec'ommendation of a 
Finance Ccmmission have been looked upon both by the Cent'i-al 
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and the State Gov~ents _as untied ~d unconditional ~~agraph 
'12 of the main report, however, states: ~e ~egu~d. in, the utili- • 
sation of this assistance for the purpose intended is, i.a. our view, 
provided by article 275 of the ConstUutioD.. ~- ~eing __ a- ~~t-in-­
aid for a specific purpose, namely, the Plan, 1t may oe ·r~Vlew&<l 
from year to year, should the necessity arise, ~y Parliament un~er 
article 275(1) or by the Presidenti Ul;lder article 275(2), as . the case: 
may be'~ ' · 

24. If, by these observations, ··my colleagues wish to imply that- _ 
their intention is that these grants should be subject -to annual 
review and subject_ to such· conditions as_ may be _stipulated by . 
Parliamentary legislation or Presidential Order, to secure the observ­
ance by the States of the priorities of the Plan, it ·may be pointed 
out that the procedure suggested would be -more onerous and rigid 

· than what it is at present. In effect, ~ may mean the continua­
tion of present procedures, with the- difference that the amounts of" 
grants to be made to each State each year will require to be approved 
by a special Presidential Order, which may have to be subsequently­
placed before the Parliament, or by annual Parliamentary legislation_. 
as distinct from a mere vote for the grants. It is not at .aU- certain 
that any State Government _would welcom~ sU.ch a_ ~rocedure, as. 
it derives no particular advantage from it~ Indeed, .a review by a. 
legislative process at the Centre may well- tum ~out to be more­
embarrassing and inconvenient to the States than the more" informal 
annual Plan reviews that ne now made jointly by the executive-
agencies of the Central and State Governments. -

25. The second point on which I wish to express my disagreement. 
is the recommendation made in paragraph 74 of the main r~port 
that an earmarked and special-purpose grant be made to the States. 
for 'the improvement of communications'. I do not question ~ 
importance of a rapid development of road communication all over­
the country and especially iD. backward regions; but, I do not consider­
that this special-purpose grant is necessary for that purpose in the­
context of overall planning which includes programmes for im­
provement and development of road communication. 

26. The third Five Year Plan has considerably stepped up the­
financial provision for road development. The total allocation for­
road development in the third Plan is Rs. 324 crores as against. 
1ts. 224 crores estimated to have been spent during the second Plan 
period for this pllrpOle. A large part of this road programme is to. 



· ... ~ executed ·by the State Governments,. their allocatloa for this 
~gramme. b_e~g Rs.. 218· crores. (other than for Union territories} 
. ·as against Rs. 1~ crores estima~ed to. have been spent by them 
1iurin~ th~ second· I:lan period. The States will also }?en~t from 
·the Central· sector programmell whicli relate mainly to construction 
·~8J:ui improvement of N:ational Highways and which are executed 
. thr~ugh the age~cy of the State Governments. __ Paragraphs 33 to 40 
·of' Chapter XXVIII of The Third Five Year Plan show that the 

1 

~~ecial needs of the backward and less developed areas have not been 
·overlooked and that 'a substantial ; part of the provision for road 
·programmes in the State Plans is· intended for improvement of the 
o.existing · roads" and it 'include~. widening the roads and upgrading 
·~h~ Surfaces and providing i:nissing links and bri4ges ~tc.' . 

. 27. l do not, therefore, see the need for this additional grant: for 
: roaq · clevelopment; . the Plan allocation co.vel,"s Qoth special maintezr. 
:ance and ilnprovements, besides new construction. As for the. ordi­
~~ary maintenance of existing roadS; the devolution of tans and the 
,grants-in-aid, that we recoinmeflq for covering the budgetary gaps, 
·fOntains, in my opinio~, sufficient margiri to enable. the State Goven-

. :~ents · adequately . to finan~e the needs of ordinary maintenance. 

-~ · 28. ~~tly, I am doubtful if it· is right on olll' pa!t to recommend 
±evenue grants for financing expenditure, which, when. it is incurred 

-.On ~cial maintenance. and impro~ements, besides new constructio~ 
. ~is cla8sified, unde:f.. the present accounting practice, as capital -~~ 

..Giture.'. . . • ' - ' . 

. - . 

. . · Nzw DELHI, . 
. =Pecemb.e~. i~ 1961. · 

G.R. KAMAT 
. Member-Secr,tary. 



.. OBSERVATIONS ON rilE MINUTE OF DISSENT . . - - .... ~ 

We are unable to accept the negative interpretation which the- · 
Member-Secretary of the Commission has p~ on our terms of 
:reference which require us specifically to make recommendations · 
for grants-in-aid under article 275 (ih "having regard, among other 
-considerations, to the requirements of the third Five Y: ear .Plan". 
We do not also appreciate the suggestion. that we have m.isuDder­
stood the basis on which the second Commimon ·had. included ia 
its scheme of assistance a part of the revenue component of the Plan. 
Similarly, we consider the vague reference in the dissenting note 
to disagr~ents on aspects of devolutio~ to be rather unfortunate. ·· 

2. The answer to the points rmsed by the Member-Secretary is 
-provided in the report itself and does· not need any restatement .. We · 

need hardly add tha\ we are as anxious as any one else to secure . 
-effective implementation of the Plan.· ·we. do not consider that. our 
recommendations in any way detract from this purpose. . 

3. We regret to add that the Member-Secretary does not seem to 
have appreciated our basic approach to Umon-State relations which 
has been of mutual understanding, trust and confidence, to secure 
the fuller realisation of the objectives of our welfare State. · 
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Member. 
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: APPENDIX f . 
'I 

PRovisioNs oF THE CoNSTITuTI~N BEARING o~ ~~RK ·oF THE FIN~cB 
COMMISSION : ' ' . ' ' 

Distribution ot .Re~enue~. between the.l;Jni~~ ~~~ ~1i~ Stt?-#es.: .. :-.~ 
1 • ,. ' ; 1 \.I .~.' f J · ' • ·} ol r.: (. ~ }--- 0 

•' 

Article 269-- , . . . . , 
(1) The following duties a~Q. taX:es shall be levied and collected· 

by the Goventment of India but shall be assigne~ to the .States :in tht 
manner provided in clause (2), n8!Ilely:~. . . , 

(a) duties in respect of ~uccessioii to propetty €>ther than agri•I 
cultutal land; . ·. .: 

(b) estate duty ii1 respeCt of property bthet .thari agricuitutM~ 
land; ' . . . ' '' 

(c) terminal taxes on goods or passengers carried by
1 
railw,ay, 

sea or air; 
~- ' 

(d) taxes on railway fares and freights; .. 
. . 

(e) taxes other than staJ.np duties .on transactions in stock· 
. . exchanges anq futlire markets, . . . . 

(f) taxes on the ~ale or purchase of newspapers and on ~dvertise:-
ments published therein; · 

. .1 

(g) taxes on .the sale or purchase of goods ether than news­
papers, where such sale or purchase takes p1ace in the 

· course of inter-State ttade or cotntnerce. · · · · · .. 
(2) The net proceeds in any financial. year· of any such duty or 

tax, except in so far as those proceeds represent proceeds attributable 
to Union territories, shall net forni part of the Consolidated :l!'und ol 
India, but shall be assigned to the States within. which that duty• or 
tax is leviable in that year, and f.hall he distributed amortg these· 
States in accordance with such principles of distribution as may be · 
formulated by Parliament by law. 

(3) Parliament may by law formulate principies for ,determining 
when a sale or purchase ot goods takes place in the course ol int~­
State trade or commerce. 
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:Article 270-

.(1) Taxes on income other than agricultural income shall be levied 
and collected by the Qovemment of .. India and· distributed between 
-~e Un_ion'and the States~ the manner provided in clause (2). 

~ (2) Such percentage, as may be prescribed, of the net proceeds in · 
any financial year of any such tax~ except in so far as .those proceeds 
represent, proceeds attributable to Union territories or to taxes pay-\ 
able in respect .of Union emoluments, shall not form part of the Con-

, solidated Fund of India, but shall be assigned to the States within 
which' that tax is leviable m that year, and shall be distributed among. 
those States in such manner and from such tune as may be prescribed.· 

. (3) For the p~rposes of 'cl~use (2), ~ .each financial year such' 
percentage as may be prescribf-d of so much of the net proceeds of 
taxes on income as does not represent the net proceeds of taxes pay- -
able in .respect of .Union emoluments shall be deemed to represent · 
procet:ds attributable .to Union territories. 

•·. 

. . 
( 4fin this article- . 

· :(a) "taxes on income" does not include·a corporation tax; 
... . .' . 

(b). "prescribed" means- . 

· · (i) until a Finance Commission has been constituted, pres-
cribed by the President by order, and · 

' · ' · ·. (ii) after a Finance . Commission has been · constituted, 
prescribed by the President by order after considering 
, the recommendations of the Finance Commission; 

~-.. .. i 

· (c) "Union emoluments" includes altemoluments and pensions 
·· · payable out of the Consolidated Fund of India in respect 

of which income tax is cha:geable. 

Article 272-
... Union duties of excise other than such dut~es of excise on medi­

cinat and toilet preparations as &re mentioned in the Union List shall 
be levied and collected by the Government of India, but, if Parliament 
by law so provides, there shall be paid out of the Consolidated Fund 

· of India to the States to. which the law imposing the duty extends . 
sums eqUivalent to the whole or any part of the net proceeds of that 
duty, ·and those sums shall be distributed among those States · in 
accordance with suCh principles of distribution as may be formula~ 
by such 1~~~-- : . ·: 
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Article 27~-
{1) Such sums as Parliament may by law provide 'shall be charged 

on the Consolidated Fund of India in each year al:! grants-~n-aid of the 
revenues of such States as Parliament may determine to be in need 
of assistance and different sums may be fixed for different States: . 

•' I - - • 

Provided that there shill be. paid out· of the Consolidated Fund Q~ 
India as giants-in-aid of the revenues of a State such, capital and. re­
curring sums as may be . necessary to enable. that State to.. meet the 
costs of such schemes of development as· may ,be uridertak~ by the 
State with the approval of the. Government of India. for the purpose 
of promoting the welfare of the Scheduled Tribes in that State or·rais­
ing the level of 'administration of the Scheduled Areas therein to that 
of the administration of the rest of the areas of that State: . ' 

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

.(a) the average excess of expenditure over the revenues.during·. 
the two years immediately preceding the comme!lcement o~ · 
this Constitution in respect of the administration of the 
tribal areas specified in Part A of the table appended to 
paragraph 20 of the Sixth Schedule; and · 

(b) the costs of such schemes of developmenfas may .be under .. 
taken by that State with the approval of the Government 
of India for the purpose of raising the level of administra .. 
tfon of the said· areas to that of the administration of the 
rest of the areas of that State~ · · 

(2) Until provision is made by- Parliament under. clause (1), the 
powers conferred on Parliament under that clause shall be exercisable·· 
by the President by order and any order made by the President under 
this clause shall hav~ effect subject to any provision so made bY. ' 
Parliament: · 

Provided that after a Finance Commission h~s bee~ constituted 
no order shall be made under this clause by the President except 
after considering the recommendations o( the Finance Commissio~ 

Article 28o-
(l) The President shall, within two years from the commencement 

of this Constitution and thereafter at the expiration of every fifth 
year or at such earlier time as the President conSiders necessary, b7. 



order constitute a Finance Commission which shall consist Qf a Chall'­
. ;miln. ~nc;l fo~r pth~r Jneml;lE;!rs to be aPpointed by the fresident. 

· :· •. (2) Parliament may by ·law determine· the qualifications V:·llich 
. ~shall be requisite for appointment as members of the Commission and 
' the mamier in which they shail be selected. · 

; ' · '(3) It shall be the duty of the Commission to' make recommenda~ .... 
tions to the President as to-

.. : -: . (a) the disiribution between the Union and the States of the 
' ~ · · · J;J.E;!~ proceeds of taxe~ which are to be, or may be, divided 

· . · betwe~n them under this Chapter and the allocation ~~ 
tween tP.e ~t~tefi of the respective shares of such proceeds; 

(b) the principles. which should gov~rn the grants-in-aid of the 
revenues ~f ,the'" Stateli out of the Consolidated fund of 

· · Indi~; · 

· (c) any other IIlatter referred to th,e Commission by the Pres~­
den.t U1 the interests of sound finance. . . . 

: .. ( 4) The Commission sha,U determine their procedure and shall 
have ;such powers in the perform~ce Qf their fun<_!tions as Parliament 

r 1· , • •• -

. ·maybylaw confer on-therri. 

Article. 281..,.,... - . . '·' .. ·..:. .... 

.: . , The President· shall cause every recommendation made by the 
-Finance Commission under the provisions of this Constitution together 
with an explanatory memora~dum as to the action taken thereon to 

. be laid before each House of-Parliament. 

Miscellfzneous Financial"P'rov~$ions 

~rticl~ ~8~ ' ;. - . . 
·, : 'l'be Union or a State tnay make any grants for any public purpose, 
notwithstanding that the purpose is not one with respeCt to which 
rarl~apte!lt ~r tP.e ~e~hilatur~ qf .the Stat~, ~s the case may ~~ tnay 
rnake laws. · 
~ -.. . . 

. . . . . 



APPENDIX n 
THE FINANcE CoMMISsioN (~CELLANEOus PRoVISioNs) AcT, 1951, · f.S: 
.AMENDED BY THE F):NANCE CoMMISSION: (MISCELLANEOVS PROviSIONS) 

AMENDMENT Acr No. XIII OF 1955. · 

AN .f,..CT 

'to detennine the qualifications Tequisite for appointment as members , 
Gj the Finance Commission and the manner j.n ·which they shall be 
.. elected, ·and to prescribe their powers._ 

Be it enacted by Parliament as follows:- . 

1. Short title.-This Act may be called the Finance CQmmission· 
(Miscellaneous-Provisions) Act, 1951 (Act XXXlli 9f 1951) .. 

2. Definition.-ln this Act, ''the ·Commission" :.:neai1S the ·Finance 
Commission constituted by the President pt:rrsuant' to Clause (1) of _ 
article 280 of the C~mstitution. " 

3. Qualifications for appointment as, and the manner of ~election 
of, members of the' Commission.-The Chairman Qf the Commission 
shall be selected from among persons who have ha<;l experience ill 
public affairs, and the four other members shall be · select~d from 
among persons who : · · · ·. · : · .:.... :· '.'--·' ~ -_, · 

. . . . ~ ' . ' -' : :.. • : j .. '' 

(a) are, or have been, or are qualified to be 9ppointed as Judges 
of a IDgh Court·, or · .· ·-· · -· ·- · · ..... ·.., 

' .: 

(b) have special knowledge of the Financ'es and accounts of 
the Government; or · · 

(c) have had wide experience in financial mattel.-s ~d iii 
administration; or · ' ' · 

(d) have special knowledge of eco?.Qmics. · · · 

4. Personal interest to disqualify _members.-Befor~ ~ppainiing a 
person to be a member: of the Commission, the ~ident shall sat~fy 
himself that that person will have no slich financial or other interest 
as is likely to affeet prejudicially his functions as a member of · the 
Commission; and the President ~}}all also satisfy himself from tim~ to 
time with respect to every member of the Commission that he has no 
such interest and any person who. is~ or whom th'e ~sident propose~ 
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to appoint to be ·a member of the Commission shall, whenever req~ 
: · ed by the President so to do, furnish to him such information as the. 

President considers necessary for· the perforinance by him of his 
duties \mder this ;;ection.. ' · ' 

-5: Disqualifications . for being ·a ~ember of the Commission.--..:A · 
·person shall be disqualified for being appointed ·as, or for being a 
·member of. the Commission- ·· · 

•. 
' (a) if he is of unsound mind; · · . . . 

(b) if he is an undischarged insolvent; 

(~)_ if. he has been convicted of an offence · involviiig moral · 
tuqlitude; and ; · 

(d) if he has such financial or other interest as is likely to arrecl 
. prejudicially his function.S as a member of the Commission. 

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

. ' 
~ ...... 

Provided that he may, by letter addressed to the President, resign 
his office. ; ' 

. · : : 7. ·Conditions of ;ervice. and salari~s-dnd allowances of ~mbers . .:.... 
The. members. of the Coinmission shall render whole time or part time 

. service to the Commission as the President may in each case specify 
. and there shall be paid to the members of the CoiiUiiission such fees 
or-salaries and such allowances as th~ Central.Government may, by 
rules made in thiS behalf, determine. . 

;/ .·. 

. . . , S. Proced~re and powers of the Com.171ission.-:U) The C~mmission 
shall determine their procedure and in the performance of their func-­
tions ·shall have all the powers of a civil court under the Code of Civil 
Procedure, 1908 (Act V of 1908) while trying a suit in respect cf the· 
following_ matters, namely:-. 

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

(b) requiring the producti~n of any do~ent; and 

· · J c) requisitioning any public record fro~ any court or office. 

·. · (2) The CollliiliSsion shall have power to require any person tO. 
furnish information on such points or matters as in ~e opiliion ot 

' the Commission may be useful for, or relevant to, any matter wider 
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the ~onsideration of the Commission and any person so required shall,. 
notwithstanding anything contained in sub~section {2) of section M­
of the Indian Incom~tax Act, 1922, or in any other law for the time 
being in fotce be deemed to be legally bound to furnish such informa-. 
tion within the meaning of section 176 of the Indian Penal Code. 

(3) The Commission shall be deemed to be a civil court for the 
purposes of sections 480 and 482 of the Code of Crimjna} Proceduie., 
1898 (Act V of 1898). ~ • . · 

Explanation.-For the purposes of enforcing the attendance ·of wit-­
nesses, the local limits of the Commission's jurisdiction shall be ~ 
limits of the territory of India. · 



APP~lX lii 
·'RtJLEs OF PROCEDURE OF THE FINANCE CoMMissioN 

1. ;FQqnal meetings of the Commission ~ be held 38 and when 
11eces~ary f<;>r hearing evide~c~ Qr tor meeting representatives of the 
.Central and State Governments and other public bodies.. The time 
.an~ place of such :meetings shall be fixed, by the Chairman after 
.ascert~g the convenience of the other members. . ~ 

2. Internal meeting:; of the Com.IItission ~all be informal. 

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

4. Meetings shall ordinarily be so' arranged that all the members 
;are present. But if for any unavoidable reason any member is unable 
to be present, a formal meeting may still be held if at least four · 
. J 

:members, including the Chairman~ are present and an informal 
.meeting U three members, iD.ciuding the Chairman, are present. 

5. Such officers of the Commission . as the Chairman may, after 
-consulting the members, direct shall be present at the meetings of 
-the Commission. ·, ' 

6. ·No record shall be kept of the proceedings of the inf~rmal 
:meetings of the Commission. But if any decision is taken at such 
.a meeting, a record of the decision shall be prepared by the Member­
Secretary and circulated to the. members of the Commission after 
.approval by the Chairman. 

7. No verbatim record of the proceedings of the formal meetings 
-of the Commission shall ordinarily be kept, but the Commission maY. 
-direct that such a record be kept of the proceedings of any particular 

, meeting or meetings. When no verbatim record is kept a summary 
-of the proceedings of the meeting shall be prepared by or under the 
:direction of the Member-Secretary as soon as. possible and, after 
verification as provided in the succeeding rule, it shall be circulated 
·to other members of the Commission including any member who 
;may have been absent from such meeting. 

8. Summaries of proceedings of meetings with representatives of 
C~ntral and State Governments shall be agreed by the Member­
Secretary with a senior officer nominated by that Government_ and 
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attending the meeting. When a verbatim record is kept the portion 
relating to each witness or member shall be agreed with. him. 

9: No information relating to the meetings or the ·work of the 
Commission shall be furnished to the press by any member of the 
:Staff except under the ~ection of the Chairman or Mem~er-Sec~etary ~ 

10. The Member-Secretary of the Commission, under the general 
direction of the Chairman; shall be in overall charge of the· office 
,of the Commission and shall be responsible to the· Commission for 
its proper working. . ' 

J \ 

11. All communications tro:rn the CoJiunission, pther than -a 
formal report, shall be signed by the Member-Secretary qr· by an· ' 
.officer authorised. by the Commission to sign on his behalf; but no 
communication purporting to express the Views of the ·commission 
shall be issued except with the prior approval of the Comnlission 
obtained at a meeting of th~ Commission or, if so dfreeied. by "the 
Chairman, bY circulation among the members. 

" ~ - : ; ~ -· : 

12. The Member-Secretary shall submit to the 'C9mmission all 
communications or proposals relating to the terms and· conditions of 
service of the members of the Commission or in any way personally 
concerning a member and shall take no action on such matters except 
with the approval of the Commission or the member concerned. . . 

13. The Member-Secretary shall. keep the· Commission informed 
:from time to time of all important matters affecting the office of the. 
Commission. 

14. The Chairman or any member of the Commission may direct 
the office to obtain for him any publication, reports, statistics or 
other material required in connection with the work of the Com­
mission. All such material shall be obtained by the office as quickly' 
.as possible and shall be circulated to all the members of the 
.Commission for their information. · 

15. All appointments to gazetted posts of the Commission shall 
be made with the approval of the Chairman, including appointments 
made by transfer from other Governments or Government depart­
.ments. · 

16. All appointments of ministerial staff, including staff obtained 
-on transfer from other Governments or Government departments 
ahall be made by the Member-Secretary. -"-·,.. . . .o..;..~, 



: 17 .• All : appointments of .Class IV officers shall be made by the 
!!ember-Secr~t~~ · 

. v 

'· ; :.1~., The. provisions of. rules 15, 16 and 17 shall be subject, to. the 
condition that jn .respect of ~PI)Ointments-of the p'ersonal staff of the 
p1embers o~ . the Commission, ·the member concerned shall 'be 

.. consulted. . 

·.·: .. · 19. ·~e Member-Secretary may grant leave, whether regUiar or 
· casual, to .any meinber of the ·,~ifaff of the CoiDrnlssion, but, he shall 1 

· take tlie orders of the Chairman· before granting any regular leave f 
to a ga.Zetted officer. In the case of the personal staff of the Chairman · 
and ·members· of·. the ·Commission, ihe shall consult them before 
granting. any·leave. 

i \. ' ' . t . 

, . · .20. ~e _budget an~ the revised estimatel? of the Commission shall .. 
be .~bmitted. to the Commission_ for approval before they are com,... 
m~cated by· the Member-Secretary to the Finance Ministry. 

- . 

. · -21. Au communications received by the Commission de~g with 
·.the matters ori which they have to submit a report to. the President · 
5hau be . treated as confidential and no part of such communications 
'mail' be:· communicated to any· .. outside authority except with the . 
approval of .. the Chairman. 



APPENDIX IV 

PREss NoTE 

(Issued on December 1S, ·.1960) 

The Third Finance . Commission held its ·first meeting today in 
Ne~ ·Delhi and has begun its work.. ' · - . : 

2. The questions on which the Fin~ce Commission· has to .make 
recommendations are:- · ·. 

-(1) the distribution of. the net proceeds of mco~e-taX between 
the Union and the States and the .allocation of the States' 
share among the States 'rmde articles 270" and 280 ~~ (3) (a) 
of the Constitution]; 

(2) the allocation of other divisible central taXes, Jike Union 
excise duties on specific commodities; and the distribution 

· · · of the net" proceeds of additional _excise duties ·on .~ertain 
commodities levied in lieu of sales tax; · · : ' · · ' 

~ - ~ . . ( .. 

(3) the principles which should govern the grants-in-aid of 
the revenues of the States out of the Consolidated Fund 
of India [vide article' 280 (3) (b) read;w~th article 275. of 
the .Constitution]; and · 

. . -
(4) the principles which should govern the distribution of: 

(a) the net proceeds of estate duty in respect of property 
other th~ agricultural land (vide article · 269 of the· 
Constitution) ; and · 

(b) the net proceeds of the tax on railway passenger fares.: . 
. , 

3. Having considered various alternatives~ the two earlier Com­
zp.issions had adopted mainly population and collection as the bases 
for their recommendations for the allocation of Central levies. The 
present scheme ·of devolution of revenue from the Centre to the 
States, which is based on the recommendations of the second Finance 
Commission;- is as follows:-

(a) 60 per cent. of the divisible net proceeds of income-tax 
(other than Corporation Tax) are assigned to the States 
and distributed amongst them on the .basis of population 
(90 per cent.) and collection- (10 per_ cent.); · 

75 
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·(b) 25 per cent. of the net proceeds of the Union duties of 
excise· on certain specified commodities are distributed 
amongst the States Pti tb~ basis of population' (90 per cent.) 
and o~er adjusting factors (10 per cent.); . 

(c) the entire tax o~ railway fares·is distributed to the States 
on the basis of passenger earnings in respective States for 

' the three year period ending March 1956; · 
(d) the net proceeds of the estate ·duty are disti:ihuted, 

betwe@. the States . in. proportion to their populatiOns,. ' -
except that the amounts collected in respect of immovable-. 
properties are distri~uted . on the basis of location of those­
pro~rties; 

, ( ~) the· net. proceeds of tl:le additional duties· of excise on 
textiles, sugar and tobacco, levietl iii lieu of sales taX, are 

. , distributed among the- States at specified percentages 
· · : : · ·· 4et~ed oQ the Statewise consumption of these com­
. - modities md the relative. ~opulation. of ea~h State; and 

(f) grants-in-aid of the revenues of speclfled amounts are ruade­
to the States on an asSessment of their needs based on a 

· · review of their budgetacy :t;;os:ltioti, the size of their 
' development expenditure o~t of revenues, Central assist­
ance afforded towards the exectitioli of their plans and an 
estimate of additional resources they are expected to find 

~ by increased taxation;-

. , : 4 •. The third Finance Commission will review all these arrange-
. ments .. It will consider what modifications or adjustments, if any,. 
are callecJ for in the principles hitherto followed either in_ the deter-­
m,ination of the percentages to be .distributed and/or the basis of 
their dlstribution among the States. In making its recommendations,. 
the ·third Finance Commission will aiso · take into account the­
budgetary position of the Central and State Governments, the larger 
magnitude of the third Five Year Plan involving increased expendi­
ture on revenue account under development heads, and changes in 
taxation structure such as the conversion of income-tax on companies 
into Corporation tax. : 

· IIi regard to the excise duties the Commission wil1 consider 
whether any alteration should be made in the list of commodities., 
the duties on which are at present distributed, the proportion of the 
collections that should be so distributed and the basis on which this 
should be done. 
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After examining the budgetary position of States and taking into­
!count such considerations as may be urged for the assessment of" 
neir needs, the Commission will determine the States which require­
~ants-in-aid of the revenues, the amounts of such grants to be given 
and their nature, whether they should be fixed or progressive, general 
or specific, conditional or unconditional. 

5. The Commission would welcome the views of those interested 
in these questions. Suggestions to the Commission should be sent· 
in the form of a self-contained memorandum, addressed to the· 
Member-Secretary, Finance Commission, New Delhi, on or before­
February 28, 1961. 



· #APPENDIX V 

. CoRRESPoNDENCE WITH· UNION AND STATE GoVERNMENTS. 

1(1) Leiter . No. 22-0SD/60, dated the 26th ·September 1960 from 
· : · · Shri G. R. Kamat~ Officer on Special Duty, Ministry of Finance, 

· · to the Finance Secretaries· of aU States. ' 
"f. ~ • . . • - • : 

<The third Finance Commission is likely to be appointed very 
<Shortly. As on the last ' two occasions, it will be ~ advantage if, 
in anticipation of the appointment of the Commission,· the_" State 

<Goverilm.ents prepare financial and other data which will be required 
tby the. Commission. This letter, which I am. writing after consulta­

~.~on with the Chairman· designate, indicates the detaile4 information 
-that will be needed by the Commission- for its work. It will be 
·noticed that the. information asked for is generally simi1ar to that . 
which was made available by ~e State Governments to· the first 

;and second Finance Commissions. 

2. This letter may be regarded a8 the first request for information 
· -on behalf of the Commission. When the Commission is constituted 

and __its terms of reference defined, this ~etter will be placed before it. 
·- "The Commission may then wish to call for such additional informa­
- -tion as may be needed for its work. I shall indicate these further 

!l'equirements to you af a later c:J,ate. 

~ 3. The. Commission will have in any case to make recommenda-
. itions to the President as to- -

(a) the allocations of income-:iax· and other divisible· taxes 
· Under articles 270 and 272 of the Constitution; and 

(b) the States which are- ~ need of assis~ance by- w~y of 
. grants-in-aid from Central revenues and the sums to be_ 
paid to them un4er the substantive part of article 275 (1) 
of the Constitution. 

. -

"lf·the President requires the Commission to make recommendations 
on other matters, the State· Governments will be addressed in due 
-course for such additional material as may be needed by the Com­
::mission in resoect of those matters. 
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4. As regards . the allocation· and distribution of income-tax, the 
Commission will have before them the various considerations which 
have influenced the past settlements. It is, therefore, not necessary 
in such representations as the State Governments may wish, to make, 
to go into the past history in any great detail But it would assist 
the Commission if each State Government sends up a· self-contained 
Memorandum expressiD.g its views on · the- existing basis of the 
division of· proceeds of income-tax and putting forth its case for 
modifications, if any. 

5. As regards the allocation of the Central excise duties, the Com­
mission will welcome any comments the ·State Governments may 
have on the existing division and any suggestions in regard· to the 
future allocation of the dpties of Central excise. · 

6. For determining. the States in need of assistance and grants-in-· 
aid to be paid to them under the substantive part of article 275 (1), 
the Commission will require from all States a forecast, year by year, 
of the estimated revenue and expenditure for the years upto 1965-66. 
This forecast may be prepared in the form appended as Annexure I 
to this letter. Appended to the form are a number t>f notes indicating 
the basis on which the forecast should be prepared and the additional 
details which the Commission is likely to require. 

7. The second Finance CommissiOn had also asked ~or detailed. 
notes on several subsidiary points relating to financial and _economic 
matters. The points on which similar detailed notes are likely to be 
required by the third Finance Commission are listed in Annexure II. 
I shall be glad if you kindly arrange to send a detailed note on each 
of these points. · 

8. I shall be grateful if the Illemorandum and the statements 
asked for in this letter are sent to the Secretary to the Commission 
by the 15th December 1960 with 10 spare copies. · · 

9. If there is any point on which you require clarification or 
further instructions, would you kindly write to me? 

332F-8 



Heads 

Revenue 

Total Revenue 

Expenditure met 
· from.· Revenue ' , 

Total Expenditure 

Net 
Surplus 

Deficit.· 

ANNEXURE I 

FORECAST OP Rl!vBNuB AND EXPBNDITURB 
I 

---State 
(Rupees· in J.akha) 

1959-60 196o-61 1961-62 1962-63 1963-64 1964-65 1965-66 
(Actuals) (Revised 

Estimates) 

. -

.-.:.-:"'1--,_-f 

NOTES 

. l. Figures should be given by major heads of account. Where the forecasts under 
any of the Major heads of Revenue or Expenditure ar~ not based on the actuals for the past 
.years, suitable annotations should be added to explain the variations and the basis of the 
forecasts. . · 

2. If the figures given in the above forecasts differ from those arrived at after the 
r~cent discussions between the State Governments and the Planning Commission, such 
.differences .should be indicated and briefly explained. 

8Q 



:3. In the Revenue Estimates-

(a) the State's share of income-tax. and divisible· excises and ·any grant -received 
under the substantive provision of article 275 of the Cons_titution should be 
shown as nil ; receipts on account. of .tax on railway fares, . estate duties 
and the additional duties of excise collected by the. Centre in lieu of sales tax _ 
should be excluded from the estimates but shown separately in brackets under 
the respective heads of account and the basis of the forecasts explained ; 

·(b) full details should be given of any other grants from the Centre included in the 
estimates, indicating the major heads of account under which they are shown ; 

··(c) any amount included for anticipated improvements in revenue.or !lilY allowance· 
made for the abandonment of any existing sources of State Revenue or the 
reduction in the yield should be explained in supplementary notes, indicating · 
the amounts involved in each year ; 

(d) credit should be taken for additional incomes or receipts accruing from com-
pleted, continuing or fresh projects of deve!opment ; and • . . 

(1) any amounts included in the forec;aSts, on account 'of additional receipts attri­
butable exclusively to measures of fresh taxation proposed to be undertaken 
in connection with the third Five Year Plan should be shown. separately for. · 
each year and explained in a separate note. · , . . : 

4· Figures of • gross receipts • and •working expenses' included in the forecast iD. res­
~ of each commercial and industrial undertaking, such as road transport· and electricity 
-ecbcmea for which commercial ac'counts are kept, should be shown year by year in. a separate 
-starement. · ' 

5· rn the expenditure estimates-

(a) no allowance should be made for fresh expenditure on development but details . 
of such expenditure should be given. in brackets· under each major head for 
each year. For this purpose, all expenditure on the Third Plan to be met from 
the revenue budget may be treated as fresh expenditure on development ; 

:(b):if the estimates include any special item of expenditUre,-this should be indi­
-cated in explanatory notes; in·particular, any major increaseinnon-planex­
penditure due to reasons such ·as administrative reorganisation, 'general revision 
of emoluments, included in the estimates, should be specified, in the explanatory 
notes, giving full details of the increase in expenditure attributable to each 
such measure; · . · . · 

'(c) provision should be included for maintenance exp~nditure on Capital schemes 
of development as well as recurring expenditure on those schemes of the first · 
and second Five Year Plans, financed from revenue budget, which will not 
form part of the third Five Year Plan ; a separate statement should be appended 
giving amounts so provided for eacn yeat; • 

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

6. Provision for debt services should be· confined to interest •charges. . It 8howd not 
'Ulclude any provision for depreciation, amortisation or repayment of loans but should 
include provision for any obligatory sinking fund or depreciation charges in respect of 
public loans. The amounts so included in each year should be separately indicated. 
"Provision for debt services for loans outstanding at the end of second'Five Year· Plan 
sh011ld be shown separately from that made for fresh net borrowings expected to be 
'fteeiftd during the third Five Year Plan. · , . . · 

1· A separate statement should be appended showing the amounts included in these 
'forecasts by way of transfers to and from any reseJ:Ye funds with explanl\tions as to the 
nature of those funds .. 

•In respect of Cenualloans sanctioned up to the end of I9S7-S8, the rates of interest 
'Sltould be those as re'fised in the Ministry of Finance letter No. IS (n)-B{S7o dated· the 
.14th Febl'1W)', 1958. . .. , . 
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8. '.I'he following additional statements should also be furnished . along with this 
forecast. 

(a)A statement showing the recommendations of the Taxation Enquiry Com­
mission which have been implemented, the resulting increase in revenue andl 

· the estimated additional revenue if the remaining recommendations are im-
}llemented should be attached. · ·. · 

(b) Another statement should be attached giving the details of additional taxatio~a 
which the State Government had proposed at the time of formulation of the­
second Five Year Plan and the taxation measureS actually implemented with. 
their yeilds during the period of that Plan and their expected proceeds durinc-
future years. · 

(c) The position of arrears in the collection of land revenue and of sales tax,. 
during the years 1957-58 to 1959-6o, with a detailed statement showing for 
each year, and in respect of each of these two sources of revenue (t) the arrears. 
outstanding at the beginning of the year i (iJ) the demand for the year, (iit) the­
amounts collected, (iv) the amounts renutted or written off and, (v) the bal-: 
ance carried forward to the. subsequent year. 

~ Matching Of ad hoc grants received er expected to be received from the Centrall 
Government and other statutory or non-statutory bodies, e.g., the · NationaJl 
Cooperative Development and Warehousing Board, the Indian Council oF 
Agricultural Research, the Indian Central Cotton Committee, the Indian. 
Central Jute Committee, the Handloom Board, etc. during the years 1956-57 
to xg6o-6I showing separately; . . 
(a) the gross expenditure on account of plan and non-plan schemes finance" 

by such grants ; 
(n) the pattern and duration ef the grants; and 

(iia) additional expenditure likely to be thrown on the S~ate revenues 011 the­
discontinuance of such grants. 

(e} Receipts, payments and balances in the State Road fund, and the famine an<! 
. natural calamities fund, if established (oidl para. 184 of the second FiJlance 

Commission's report), for each of the years 1956-57 to 196o-6I. 

(f) Total expenditure in -connection with famine and natural calamities in eacl!­
of the last 10 years and the amount of assistance received from the Centre 
towards such expenditure, by way of supply of foodgrains at conce&iiona:t 

·- . .prices or otherwise. 

ANNEXURE II 

LisT oF SUBsmiARY PoiNTs 

(i) For the States of Gujarat and ·Maharashtra, the information i1l'. 
respect of past years should relate to the respective areas of the­
former' Bombay State, now included in these two States. Tht 
informa~ion should cover such· periods for which it is readily• 
available. 

(ii) For the incomplete year 1960-61, figur~s of revised estimates baseft 
on six-monthly actuals may be given. · 

11. Rates of the principal taxes (agricultural income-tax, stamps~ 
mdtor vehicles, entertainment tax, electricity duty, general sales tax 
and o~er taxes and duties) in 1956-57 and the changes therein during 
lhe ·period upto 1960-61. 
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2. Basis and rates of land revenue assessment (including surcharge, 
.s~cial rates, etc.) in 1956-5'1 ·anj changes durL'lg the period .upto • 
1960-61. - . -

3. Excise revenue in 1956-57, the changes therein and the futfrre ' 
plans of the State . Governments in regard to prohibition. 

4. Particulars of the cesses levied. by the State, their purposes, the 
'total proceeds of each cess, the amounts, if any, thereof transferred 
to local bodies or spent directly by the- State Go-vernments during 
1957-58, 1958-59 and 1959-60. 1 · 

5. The nature of economy measures, if any, carried out by the 
State Government in the years 1956-57 to 1960-61 inclusive-and th~ir. 
results. 

6. Revisions of pay and allowances of (i) State employees and 
(ii) of employees of local authorities and other quasi-Government 
bodies financed by the State Government in each . of the. last five · 
years and the consequent increase in expenditure. 

- 7. Important measures of administrative reorianisations, if_ any, 
c:arried out during the years 1957-58 to 1960-61, the. purpose of these. 
t"eorganisations and their impact on the revenue budget 'of the State 
Government. · 

'8. Financial results of the working of State commercial and indus­
trial undertakings Ji!te road transport, electricity schemes, industrie~ 
-etc., for which ·commercial accounts are maintained~ during each of 
the years 1956-57 to 1960-61. · ' 

9. New State enterprises established, or addition to and expansion 
'Of existing enterprises during 1957-58 to 1960-61 and those proposed 
to be established during 1961-62 to 1965-66 ·(only schemes costing 
Rs. 10 lakhs and over need be given). 

10. Debt position of the State showing separately the total out­
~tanding debt to the public, to the Central Government and to any 
~ther institution on 1st April 1952, 1st April 1957 and 1st April 1961 
.and the interest yielding assets held against such debt (see for illus­
tration the statement at pages 83 and 84 of the Explanatory Memo­
randum on the Central Budget for 1960-61). 

/ 

11. Position of taccavi and land improvement loans-advances', 
.recoveries and remissions and write-offs during each of the five years 
upto and inclusive of 1960-61 and total outstandings and overdue 
~rrears at the end of each of these years. 
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:- _ 12. Revenue· (indicating separately ·grants from · State Govern­
ment) · of local bodies and expenditure incurred by them on roacis.­
education, medi_cal and h,ealtl;t services in the last three years f~ 
which actuals are a:vailable. · 

~ ' . . ~ ... - ~ 

. . 

13. ~eage of national highway;; and A, B and C class roads on. 
1st; April 1948, lst April 1952, 1st April 1956 and 1st April 1960~ -

.:.'.l~_Strength of establishment :under Police (with separate figures; 
for border police where sil~h police ·is maintained separately),·Generali. 
Administration, Justice and Jails on 1st April1948, 1st·April1952, 1st.. 
April" 1956 and 1st April 1960. · · · , · · . 

15. Number of primary schools, pupils and teachers therein on '1st 
April1948, 1st April1952,-1st April1956 and 1st April1960. 

,•- ~ ' . . . - . . -· 

· · 16. Number of hospitals and dispensaries, total number of beds,.. 
ntirses, doctors and midwives, rural ..and. urban separately, on 1st. 
April 1948, tst April 1952, 1st April· 1956 and 1st April 1960. 

· 17~ Programme of agrarian reforms ~ the State, ·their effect o~ 
revenue 'and expenditure. during 1959-60 and their probable effects~ 
dtinng the. year 1960-61 to 1965-66. · · · 

_1~. Grow Mor~ Food Schemes, 1956-57 to 1960-61. Give for each: 
year particUlars of (i) gro3s ~xpcnditure, (ii) loans and (iii) grants.. 
ree~ived ~om the G~tre. Also give increase in food production ovex-
this period. . . . . . . . ~ 

~ _19._ I;>etails of the programme of community development, giving: 
especially ~e progress so far of openiD.g of Community Development.. 
~c;l- ;Nat_io~al Extension Service blocks iii each of the five years 1956-
57 to 1960-61, as well as. the programme for the extension of the~ 
.s~he~e during t~e third Five Year Plan period. 

·.· '·~ 20~ KilowattS of energy generated in 1948, 1952, 1956 and '1960 by­
(i) siate undertakings (excluding purchases from the Damodar­
Valley Corporation in the case· of West Bengal and Bihar) and. 
(ii) private rindertakings. 

21.. Financial and other details of each of the major irrigation and. 
hydro-electric projects, relating to the period 1956-57 to 1960-61, indi­
cating the capital outlay, running costs and the revenue derived each~ 
year and other tangible benefits of the project. 
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(2) Note dated the 27th SeptembeT, 1960, from Shri G. R. Kamat, 
OfficeT on Special Duty, to the Government of India:, Ministry of 
FiJULnce (Budget Divisimi). . · · 

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

(a) A forecast, in the attached form, of the revenue and ·expen­
diture of the Central Government by· major heads of 
account for the years upto 1965-66. 

(b) A statement showing for each oft~~ five years ending 1960-
61 tlie grants inade to the States from revenue with brief 
notes regarding the basis on which the grant was calculated 
and the purpose of the grant. (For tlie purpose of .this 
statement the payment of the ~tates' share of income-~ 
and Union excises, and the allocations to _the States ·of 
estate duty, __ taxes on railway fare~ and additional ·duties 
of excise in lie'u of sales tax, should,not be.treated as-a 
grant.) 

(c) A statement showing the capital grants (but not loans) if 
any, made to the States in the last five years and provided 
for in the budget for the current year with explanations . 
as in (b) above. 

2. Ten copies of the material assembled may be kept ready and 
sent to me by 1st of December 1960: 

Forecast of Revenue and Expendtiure 
(Rupees in lakhs) 

Heads 

:Revenue 

Total Revenue 



H~ 

ExpC~diturc met from 
RC'Rnue 

Net 
Surplus 

Deficit 
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.. Nons 

Figures should be given by major heads of account. 

(Rupees in lakhs) 

In the section dealing with 'revenue, no deductions should be made on account of the 
States' share of income-tax, estate duty or taxes on railway fares ; but a separate statement 
should be furnished giving an estimate for each year of the divisible pool of income-tax , 
the total of the distributable amount of estate duty, and the net receipts from taxes on 
railway fares. 

A statement giving a breakdown, by-articles, of the provision made under Union 
Excise duties and another statement for the additional duties of Union Excise on sugar, 
tobaoco and mill-made textiles should be attached. -

Brief explanations should be giY"en of any large nriations in the revenue estimates 
from year to year. .·- .. , 

In the expenditure estimates details of the provision included in each year for grants 
to States should be given. 

The share of the divisible excises (including additional duties of excise) payable to 
the States· and included in the expenditure estimates should be given separately. 

As on the reven~e side variations in the estimates of expenditure from year to year 
should be briefly explained. 

Both the revenue and expenditure estimates should be on the existing level of taxation 
and the present scales of expenditure; they should take into account the normal growth 
of revenue and expenditure. Provision should abo be made for any foreseeable measures 
of important non-developmental cxpendi~, showing the amounts separately with 
suitable explanations to indicate obligatory character of such measures. No provision 
should be included in the estimates for fresh development expenditure but an indication 
should be giy-en in a separate statement of magnitude of such expenditure in each of these 
five years. 

A statement should be added showing the recommendations of the Taxation Enquiry 
Commission which have been implemented and the total annual yield from such taxes 
included in the revenue cs~es. An indication should also be given of the Jtnnual 
increase in rey-enue that may be expected if the remaining recommendations are imple­
mented. 
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(3) Letter No. FC. 3 (15)-B/60, dated the 6th Jan:uary· 1961, from. 
Shri G. R. Kamat, Membe!-Secretary, Finance Commission, to the 
Finance Secretaries of all States. 

I am directed to invite a reference to the Ministry ·of Finance, 
Department of Economic Affairs, circular letter No. 22-0SD/60, dated 
the 26th September 1960, regarding the material required for the. 
Finance Commission and to state that, ~ addition to the information· . 
.asked for in paragraph 7 thereof on subsidiary points ment_ioned in 
annexure II of their letter, the Finance CommiFion w9uld like to 
.have information relating to the system of decentralised administra­
tion, popularly known as 'Panchayati Raj' which has been in opera-, 
tion for some time past in part or whole of various States. Detailed · 
points on which the information is required are 5et. out in the· 
~ ttached note. 

2. In addition, the Finance Commission desires to have your views· 
()n the present system of allocation of resources to the State Govern­
ments by way of share ·of taxes and duties and statutory grants-in-aid 
on the one hand and by way of grants l.mder article 282 of the-Consti­
tution on the other. A note on the subject·is.enclosed., '· · ·.· 

I shall be grateful if your reply is sent so as to reach here by tlle 
lOth February, 1961. · 

, PANCHAYATI RAJ ' 

A system of decentralised administration known as 'Panchayati 
:Raj' has been in operation in part or whole of various States. The· 
Commission would like "to have a descriptive no~~ from the Gover~-. 
ments of States on the constitution, authority and working of the 
-system and its effects on the revenue budget of the State· Govern­
ment. The note should broadly cover the following points: 

(a) functions allotted to the PB:Ilchayati institutions,· showi~g 
particularly those hitherto performed by the State adminis_­
tration with the estimated savings in expenditure by State 
Government consequent on the transfer of those functions; 

(b) shares of specific revenues of the State Go~ernment~ allot­
ted to Panchayati administrations and the aggregate 
amounts actually paid to them each year; 

(c) powers of taxation delegated ~nd the extent to which they 
have been exercised; 

(d) grants, if any, made to Panchayati administrations by the 
State Governments, the basis on which such grants are 
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... ~determined,· the ·authority detel'llliniitg the· amounts of 
- _ : · grants and the amounts to be paid each ·ye~; 

(e) measures, if any, taken to encourage Panchayati adDlinis­
. ; tx:ations . to tap additional resources; 

.(f) savings, if any, in the administrative cost of the State Gov­
ernment arising out of decentralisation; 

(g) the_ nature of supervisi~n exercised by the State Adminis­
. - tration on the accounts and the financial administration of 

. '· the Panchay~ti units and additional CC?St, if any, involved; I 

(h) arrangemep.ts, if ~y. made for evaluation of the system 
. of ;panchay~ts; an~ . ' . - ' -

(i) a· bi-ief appreciation of the results so far a~hieved from the 
introduction. of the gystem and likely developments m the 
Third Plan period. - -

. •.· '·. 

· Allocation of Resources 
- . \. . -

In. addition ~o ,taxes and duties assigned to the States or shared 
'between the Union md the States in accord~ce with the provisions 

. of articles 269, · 270, 272. and grants-in-aid of the r~venu'es of. the States 
ili_a:ccordance with article 275 of the Constitution, financial assistance 

· is also afforded to the States for-development projects iLcluded in the 
Five Year Plans and for other purposes. This assistance has been 
made under the purview of article 282. 

~ ~. 

The growing, tempo of developmental activities has . caned for a 
larger allocation of resources to the States in recent yea.rS. Of the 
provision of Rs. 382 crores of allocation in the· Union estimates for 

.1960-61, Rs. 169 crores or 44·24 per cen~. are in the shape of special 
'assistance. · · -. · · " -

While the amounts covered by articles 269, 270, 272 and 275 (other 
. than its proviso) are determmed on the basis of principles formulated 
by an independent ~tatutory Commission, the nature and- qu2ntum 
of special assistance are determined each year by the Union Govern-­
ment for each State separately after a review of its developmental 
ejq>enditu:e. This· assistance is ~sc~etio~ary iii ch~acter: 

While the allocations based on the recommendations of the Com.: 
mission have hitherto been unconditional, special grants are for 
specific projects or groups of projects and are adjusted ·from time to 
time on the basis of the actual expenditure incurred on the projects. 
concerned. 
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The third Finance Commission proposes to consider the economic~ 
financial and administrative a8pects of the present bases of alloca­
tions and make such recommendations as may be appropriate in the­
interest of sorind finance. ' · 

The Commission would, ~herefore, welc;ome the vj.ews· of the .Union: 
. and State Governments o~ the · system· of dual allocations and, iil. 
partie~, on the folloWing points: . · 

(i) do they regard the channeling of resources in the two ~ays 
mentioned . as satisfactory; if not, in what respects- are­
improvements necessary and how best should they- be-
brought about? · · · 

(ii). are dual independent allocation~· conducive 'to ·efficient and 
effective Use of resources and ensure maximum'beneficiar.· 
results to the communlty as a whole? 

(4) Lettei No. FC. 5 (2) -A/60, dated' the lOth March 1961, from:. 
Shri R. Saran, Deputy Secretary, Finance Commission, to the~ . . . 
Finance Secretaries of all ~tates. 

I am Clirected to invite a reference to the term8 of reference of tlie·. ' 
third Finance Commission mentioned in paragraph 4 of the Pre~ident's· 
Order of the 2nd December 1960, constituting this CoDmrlssion.' Para--. 
graph 4(c) of this order required the Commission to make recom-: 
mendation as regards the changes, if any, to be made in the principles­
governing the distribution among the States under article 269 of the­
net proceeds in· any financial year of ~xes on railway fares. • 

In their letter No. F.4(14)-B/60, dated the 28th ·Feb:ruary 1961, the· 
Government of India, Ministry of· Finance, Department of Economic· 
Affairs, have informed this Commission that, in pursuance of the· 
recommendation made by the Railway Convention Committee, it has­
been decided to merge the tax on railway fares with the passenger\ 
fares from 1st April 1961 and that the Railway Passenger Fares Act,. 
1957, is accordingly proposed to be repealed with. effect from that .. 
date. The Government of India have, however, agreed that, in lieu: 
of the net proceeds of this tax which used to go to the State Qovern-­
ments, a sum of Rs. 12·5 crores representing the average of the actual 
collections of this tax during the two years 1958-59 and 1959-60 would~ 
be distributed among the States per year during the quinquennium, · 
1961-66 as a grant under article 282 of the Constitution. 
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. : _This Commission has now been requested to make its recommenda­
:tion as to the. manner in which the fixed sum of Rs. 12·5· crores should 
.:be distributed among the States and to this 'extent the terms of refer­
. .ence of the Commission referred to above stand modified. This mat­
ter is brought to .the notice of the State Government so that they may, 

· jf necessary, take this change into account in offering their views on 
"this subject, as requested in the Government of India, Ministry of 
Finane~ letter No. FC. 1-B/60, dated the 18th. November, 1960. 

-{5) Letter No. FC. 8(1)-B/60, dated the 30th June, 1961, from Shri S. K. 
. Bose, Deputy Secretary (Research), Finance Commission, to · th~ 
~ Finance_Secretanes of all States. 

· . I am directed to enclose, for the information of the State GOvern~ 
meat, a copy of a letter from the Government of India to the Finance 
.Commission· intimating an amplification of paragraph 4(d) of the· 

·.-terms of reference of the Co:rnmission (copy supplied to you earlier) 
so as t.o iilclude the item 'Silk Fabrics' on which additional excise duty 
js now levied with effect from the 1st March~ 1961 in lieu of sales tax 
.hi~herta.imposed by the State Governments . 

• 
2: As the amount to be distributed amongst the States will now 

.include the net proceeds of the additional excise duty on mill-made . 
..silk fabrics also,. the Commission wishes to ascertain the amounts that · 
w~re collected by the State Gqvernment from the proceeds of sales tax 
~n mill-made silk fabrics. For this purpose, the Commission w_ould 
, .Uke t<:> have. the following information: 

' . (a) The rate(s) at which sales tax was levied on mili-made pure 
• . silk fabrics in the State und.~r the State's Sales Tax Act 

or other similar law; 

(b) the ·sums (actuals or estimated) realised by the State Gov­
ernment in each of the last three financial years from such 
tax on mill-made silk fabrics and the basis on which these 
estimates are worked out. 

3. lt is requested that the suggestions of the State Government, if 
.any, in regard to the principles '9f -distribution of the net proceeds of 
.this additional excise duty be communicated to the Commission for its 
.consideration. 

4. It is requested that the material asked for in this letter may 
'kindly be sent. to reach the Commission's Office by the ;31st July 1961, 
·:.at the latest. · 



APPENDIX VI 

ORGANISATIONS, UNIVERSITSES AND INDIVIDUALS WHO SUBMITTED MEMo­
RANDA AND WHO APPEARED BEFORE THE CoMMISSION AND GAVE ORAL 

EVIDENCE 

(a) .ORGANISATIONS WIIICH -SUBMITTED . MEMORANDA TO' 
THE COMMISSION 

1. Junagadh Chamber of Commerce, Junagadh (Gujarat). 

2. Sorath Chamber of Commerce, Veraval (Gujarat) .. 

3. Morvi Chamber of Commerce, Morvi (Gujarat). 

4. U.P. Chamber of Commerce, Kanpur .. 

5. Madhya Pradesh Chamber of Commerce and Industry, Gwalior-

6. Bharat Chamber of Commerce, Calcutta. -

7. Gujarat Vepari Mahamandal, Ahmedabad. 

8. Assam Chamber of Commerce, Shillong. • 

9. Federation of Andhra Pradesh Chambers . of Commerce and! 
Industry, Hyderabad. 

10. Indian Chamber of Commerce, Calct.itta. 

11. Bihar Chamber of Commerce, Patna. 

12. Southern Indian Chamber of Commerce, Madras. 

13. Bengal National Chamber of Commerce and Industry, Calcutta. 

14. Berhampur Chamber of Commerce, Berhampur ·(Orissa). 

15. Rajasthan Chamber of Commerce and Industry, Jaipur. 

16. Rajasthan Vyapar Udyog Mandai, Jaipur. 

17. Mysore Chamber of Commerce, Bangalore. 

18. Alembic Chemical Works Company Limited, Baroda.. 

19. Garo Hills District Council, Tura (Assam). 

20. Eastern India Economic Society, Silchar. 

21. District Bar &sociation, Silchar. 

22. Cokhale Institute. of Public Aftairs, Bangalore. 

23. Coal and Coke Traders' Association, Shillong. 
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~ United Planters~ Association of sOuthern India, coc}noor: 
""25. All Indicl eoa'...ee J.Janofa• twers• Association, Madras. 

26.. Jdikir Hills District Council. Assam; -

-zr. communist ~ of India, Kamatab Provincial Council. 
:Dana~ -

""23.. Bihiir Pradesh Congress Crnnmittee, Patna. 

-29. Indian Merchan~ OamhPr. Bombay • 

. '30. Mahr-catta Chamber of Commerce and Industries. Poona.. 
' ,_ - -

.:31- Yaharashtra Chamber of ~ Bombay. 

-n The Mi1.Jownels' Association, Bombay. -.-

:33. PoOna JJ•micipa] Corporation, Poona.. 

~ Peoples' Privilege Forum, Socialist Party Office. Koottickal 
(Kerala)_ - . . . • 

:35... Gujarat State Road Tr.msp0rt Corporation, Ahmedabad.. 

(b) UA"'VERSITIES WHICH SUBIDTTJ?D MEliO~?w"DA TO THE 
COIDUSSION 

- L Jdaharaja Sayajirao University of ~ Baroda. 

2.~~tak Unffersity. ~-
3. Sri Veilbteswara University. ,.UUpati 

. ·· -4.. Gauhati UniYei'Sity, Gaubati 

· ·. 1i. ~:.mania Unirersity. H~ ~ 
1i. .ladavpur University. Calcutb. # ••• ··_ ••• 

7. Unkersity of Ra~-trum. .laipur. 

3. University ~ Punja~. Qumdigarb. 

9. Gnjarat U~-rsity. Ahmedabad 

'10. Andhi-a Uni-rersity. Waltair. 

ll. Unirersity of Bombay. Bombay. 

tt. Unh-er.iity of Nagpur, Nagpm. 

U. UnNersity of Poona, Pocma. 

14. Unh-etsity of Marathwada. A~~ 
15.. Shreemati Nathibai Da:n00ar Thackersey W~n·s University. 

Borehay. 
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16. Sardar Vallabhbhai Vidyapeeth, Vallabh .Vidyanagar. -

17. University of Kerala, Trivandrum. · 

(cr INDIVIDUALS w.r:io suBMITTED MEMORANDA. TO ·THE · . 
COMPrfiSSIOI:{. . . .. ' .. 

1. Prof. R. N. Bhargava, Head of. the Department ot Post-Graduate -
Studies arid Research in Eco~omic8, University of jabaipur, 
Jabalpur~· · : · · · · ' · 

2. Shri D: Natarajan, Research Scholar, Department -~f Ecori~mics 
(Ford Unit), University of Madras, Madras. · 

3. Prof. C. Narayanan, Guruvayarappan. College, Pokunri.u-Kozhi-. 
kode (Kerala). · . • · 

-4. Shri K. V. R. Hanumantha Rao, Kha:mnian (Aridhra Pr~d~sh). ·· 
5. Shri Chakrapani Rao, Khainman (Andhra Pradesh). · l. 
6. Shri Arun Chandra Guha, Member, Lok Sabha. 

. - . 

'7. Mrs. Ursula K Hfcks, Lecturer i~ Ec~nomics; _Nuffie-ld: C~llege, .. 
Oxford UniVersity, Oxford (U.K.). . . · ~ . .,. . . 

.s. Shri V. L. D'souza, Ex-Vice Chancellor, Universlty of Mysore,' 
· Bangalore. . . . . .-· 

'9. Shri P. C. Bhattachacyya,' Chairman, State' Baclt of· India,· 
Bombay. · · · ,... , 

10. Shri R. K. Amin, Head of the Department of Economics, Sard:ar, . 
Vallabhbhai Vidyapeeth, Vallabh Vidyanagar, Gujarat. · .· 

11. Shri Vavilala ~palakrishnayya, M.L.A. 
7

(Andhra Pr~desh) .. 
12. Shri R. K. Dutta, Calcutta. 

13. Shri H. C. Mathur, Member, Lok Sabha. 
14. Shri Kishori Lal, Senior Lecturer in Economics,· College of. Edu­

cation, Kurukshetra Universi~y, Kurukshetra (Punjab). 

15. Shri J. K. Mehta, Professor of Economics, University of Allaha-
bad, Allahabad. · 

16. Shri I. S. Gulati, Head of the Department ~f Economics, The 
Maharaja Sayajino University of Baroda, Baroda. · 

1'1. Shri K. N. Dutt, Principal, Government College, I,.u,d.hiana •.. · 



' 18. Shri M. Gopalakrishna Reddi,. Department u£ Economics and 
· . . . Sociology, Andhra University, Waltair. · . 

/19. ·Dr. T. AI. Joshi, Head of the Department of Economics, Fergus­
son College, Poona. and· Professo:r;-in-charge, Department of 

. Economics, University of Poona.. 

20. Prof. S. V. Ayyar, Director, Indian Institute of Economics,. 
Hyderabad. 

2l. Prof. D. G. Karve, Ex-Vice Chancellor, Univ~rsity of Poona! 
Poona. 

l 

22. Shri K P. Choube, Assistant Professor of Economic Administra-
tion. Indi~m School of Public Administration, New Delhi. 

23. Shri Santosh K. Bhattacharyya, Reader in the Department of 
Econo!Ilics, Calcutta UniversitY, Calcutta. 

24. Dr. D. B. Kerur, Professor and Head of the Department of Eco-
.. nomics and Chai~ .P!.mning Forum, Sir Parashurambhau 

College, Poona. 

25. Shri D. S. Subrahmanyam, Principal, C. R. Reddy College, Eluru. 
M.L.A., Andhra Pradesh and President, Affiliated Colleges 
Teachers' Association (Andhra). 

26. ·Prof. D. R Gadgil, Director, Gokhale Institute of ,Politics and 
Economics, Poona. · 

~-Legislators from Rayalaseem3, Andhra Pradesh: 

· (i) Shri N. Venkata Subbayya, M.L.C., Kurnool 

(ni Shri I. Sadasivan, :M.LC.~ Anantapur. 
• • ' ,. ~ '1. 

(iii) Shri D. V. Subba Sasti',Y, M.L.C., Kumool.· 

(iv) Shri Y. Eswara Reddy, M.LC., Cuddapah. 

(v) Shri R. Seetharamayya, ML.C., Cuddapah. 

(vi) Shri M. Lakshmi.Narayana Reddy, M.L.A., Kurnool 

(vii) Shri Kallur Subba Rao, ML.A., Anantapur. 

(viii) Shri Ram Reddy, ML.C., Anantapur. 

(ix) Shri K Adikesavalu N3.idu, M.LC., Chittoor. 

(x) Shri Challa Sub~ayudu, M.L.A., Anantapur. 

28. Shri A B. Bardan, 1\I.L.A (Maharashtra), Bombay. . . 

29. Shri Vadilal Lallubhai, Ahmedabad. 
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30. Shri V~ R. Pillai, Pz:ofessor of_ Economics, University of Ke~a~a, 
Trivandrum. · · ·· : ., 

31. Shri s.-Chandia S~khar, Research Section, Depar~me~t of ~~0· 
nomics and Sociology,. Andhra Un~versity, WaltaJr.. .. . 

32. Shri Chandromoni Pat~ai.k, Ex~Manager, _ Jarada. Estate; Hill-
. patna, Berhan'ipur (O~ss~~· · -.. .- ?. i . . , . , 1. :· , , ~: \ .( ~· ;·. 

' "" ..... 
I 

(d) ORGANISATIONS WHOSE REPRESENTATIVES APPEARED:• 
BEFORE THE COMMISS~IOf'T_ AND GAVE ,(!RA:l~il~YIDENCE . 

1. Inter-University Board of India. .'l.'• 

2. Assam: Chamber of Commerce •. Shillong~ · · . · ,, 

3. Mizo Hill District· Council (Assam).· _.,, 

4. p-nited Khasi-Jaintia Hills Council (Assam). 

5. Garo Hills District Council (Assam}. 

6. Eastern India Economic Society, Silchar: 

7. W~st Bengal Chamber of Comme~ce, 'calcutta.' 

8. Bengal National Chamber of Comm~rce, Caicutta . 
. -. , .. ,. 

9. Indian Chamber of Commerce, Calcutta. 

10. Bl~arat Chamber of Commerce, . Calcutta. 

11. Oriental C_hamber of Commerce, Calcutta;· 

12. Mysore Chamber of Commerce, Bangalore. 

13. Communist Party of India, Karnataka Proyin_ciat ~.ollP:cf!, 
Bangalore.· 

14. Bangalore Trades Association, Bangalore: · 
'·. 

15. Bih~ ~~desh Congress CoJ?ID-ittee, Patna.'. 
16. Bihar Chamber of Commerce, Patna. 

17. Federation of the Andhra Pradesh ChaiD:bers of 8ommerce and 
Industry, Hyderabad. . 

18. Indian Merchants' Chamber, Bombay:. 

19. Bombay Chamber of Commerce and indus~ry. B~mbay. 
20. Maharashtra Chamber of Commerce, Bomb~y. . -

21. Mahratta Chamber of Commerce and Industries Poona. J .•. 

22. The Millowners' Association, Bombay. 

23. Gujarat Vepari Mahamandal,. Ahmedabad. 

;• 

24. Planning and Development Department of the Gujarat Pradesll· 
Con~ss Samiti, ~hm~dabad. · · · 

332F-7 
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2~~ Rajasthan Chamber ·of Commerce and.Jndustry, Jaipur. 

26. Panchayat Samities and Local Bodies in Rajasthan. 
, 27.,Raja~an Vyapar Udyog Mand~ Jaipur. · 

28. Kerala Granthashaia Sanghom, Trivandrum. 

{e) INDIVIDUALS WHO APPEARED BEFORE THE COMMISSION 
AND GAVE ORAL EVIDENCE 

• 
1 •. M. S~ Ranla}yar (retired Deputy Comptroller and Auditor Gene. 
· ral), Deputy Director· of the Indian Institute of Public 

Admirii.stration. 

2. Shri M. V. Rangachari, Deputy Governor, Reserve' Bank of India . 

• 3. Shri Williamson Saugma, former Minister for Tribal Areas 
(Assam). 

4. Dr. P. S. Lokanathan, .Director General of-National Council ~f 
Applied Economic Research . 

. 5. Shri Vishnu Sahay, Cabinet Secretary, Government of India. 

6. Shri H. F. Kattimani, M.L.C. (Mysore). 

7. Shri T. K. Kam.bli, ML.A. (Mysore). 
. . 

8. Shri Ramaswami Reddy, ML.A {Mysore) . 

. 9. Shri T. R. Neswi, M.P., Bangalore. 

10. Smt. Lakshamma, ML.C. (Mysore) . 

. lL Prof .. S. V. Ayyar, Director, the Indian Institute of Economics, 
Hyderaj,ad. 

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

13. Prof. D. R. Gadgil, Dii-ector, Gokhale Institute of Politics and 
Economics, Poona. -· 

14. Dr. V. L: D'souza, Ex-Vice Chancellor, University of Mysore, 
Ban galore. 

15. Shri N. Dandekar, Bombay. 

16. Shri V. D. Ma%umdar, Ex-Commi~ioner of Income-tax) Bombay 

17. Shri B. V. Potdar, Chairman, EXecutive Committee, Mahratta 
Chamber of Commerce and Industry", Poona. 

18. Shri S. G. Barve, Chairman, Maharashtra Irrigation Commission 
and Chairman, Co-ordination Committee for Poona Flood Relief, 
Bombay. 

19. Shri V. B. Worlikar, Mayor of Bombay, Bombay. 
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.20. Prof. C. N. Vakil, Ex-Director, Department of Economics, Tlnio 
versity of Bombay, Bombay. · . 

" 21. Prof. T. M. Josh!, Head of the Department of Economics, Fergu· 
son College, Poona. 

22. Prof. T. D. Lakadawala, Department of ~conomics, University, 
of Bombay, Bombay. ' 

.23. Shri S.M. Joshi, M.~.A. (Maharashtra), Bomba~ 

24. Shri R. D. Bhadare, M.L.A. (Maharashtra), Bombay. 

25. Shri Datta Des~ukh, M.L.A. (Maharashtra), Bo~bay. 
26. Shri A. B. Bardan, M.L.A. (Maha.rashtra), Bom~~Y· 
27. Shri V. D. Deshpande, M.L.A. (Maharashtra); Bombay.· 

28. Shri Devji Rattansy; M.L.C. (Maharashtra), Bombay.· 

29. Shri Ishwar Lal Parekh, M.L.A .. (Maharashtra), Bombay. 

30. Dr. V. K. R. V. Rao. Director of the 'Institute .of Economic 
Growth, Delhi University, Delhi. ~.._ 

31. Shri E. P. W. da Cosia, Editor of Eastern Economist, New Delhi. 

32. Shri Vadilal Lallubhai Mehta, Ahmedabad. 

33. Shri.Sridharan, Secretary, Praja s·ocialist Party, Trivandrum: 

34. Dr. K. B. Menon, M.P., Trivandrum. 

35. Shri E. M. S. Namboodiripad, M.L.~. (Kerala), Trivandrum. 

36. Shri Salamon, M.P., Trivandrum. 

37. Shri T. C. Narayanan, M.P., Trivandrum. 

38. Shri C. I. Abraham, Retired Finance Secretary~ Travancore-
Cochin Government, Trivandrum. • 

39. Prof. V. R. Pillai, Professor of Economics, University Colleget 
Trivandrum. · 

40. Prof. K. J. Mathew Tharakan, Professor of Economics, Shri Nara· 
yana College, Trivandrum. 

41. Shri Srikantan Nair, M.L.A. (Kerala) .. Trivandrum. 

42. Dr. A. Lakshmanaswami Mudaliar, Madras. 

43. Prof. D. D. Narula, Department of Economics and Public Admin~ 
istration, University of Rajasthan, J aipur~ 

44. Dr. J. M. Joshi, Department of Economics and Public Adminis­
tration, University of Rajasthan, Jaipur. 

-45. Shri V. K. Alagh, Department of Economics and Public Admin· 
istration, University of Rajasthan, Jaipur .. 
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State 

Andhra Pradesh 

Assam • 

Bihu • 

Gajarat 

Jammu and :ICasluaD 

lterala • 

Madhya Pndcah • • 

.Madra• 

Maharasbtra • 

MJJOie. 

ens. 
Plmjab 

..;astbaa 
\1ttu Pndclla 

West Bcap1 • 

S.-ru I 1961 Ccnsu. 

1. Population of Sta.tea 

~961 Census 

TOTAL 

Poplllatioa 
1!}61 

35.977·999 

II,86o,OS9 

~6.t4S1,0'f3 ; 

20,6:n,z83 

3.SB3.SBS 

16,175·199 

32.394.375 

33,6so,9I7 

. 39.S04.294 

23,547.o81 

17.s6s.64s 
20;298,151 

20,146,173' 

73.752,914 

34.967.634 

43Io202,3SI 

(prmaioDa! populatioa totals) 
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Pelc:enugc · -- -·-· 
Distribution·· · 1 

··, tJ~! 
·~·1s 

, . zo,-1~.: L> 

• • 4;1~ 
.-. '·· ···J 
'• I 3;,; 

•· 
1;sr 

7•1• 

~:z.i 
s·# , ... 
4•7r 
,.,7 

-- ~ 

z7·z• 

l·zr 

ZftO•OfJ 
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"2. (a) -_Yie14 of Ditnrible Tws ~fld Duties and Tf'a.nsfers• tO' Statei 
- . : thef'efr~m& . • . 

Tues 

! . -· .. - . 

1. loalme Tu · 
---Total Coilectiooa 

States' atwc . 
\. .: i 

a ~ --: . - ~ 

Grants to States Ill lieu. of loss ia 
Income tu share • 1 • · " • 

2. Union Excise Duties 

(i) Total Collcctions (Basic D11tics) 

(u) Tnnsfen to States .• 

(iia) Total Collertjons , • • 
(Addjtjonal Bxcise Dillies) 

{ifl) Transfen to States _ · 

Total of (ii) and (ifl) 
.. 

. ;. Estate .Duly 

Total 'C>Ib:ti.xas 

Tnnsfen to States • 

4. Taxes on. IWlway Passcogec Farea 

17ZOI 

7343 7s80 

C.u·Bi) C.u·O?) 

~ alakhs) 

14&Ss 

79P 

(SJ•29) 

-301 2-{IJ. 

27101 . 2968z 33Z33 3S429 • . 

2871 .33!9 3S79 3675 

(J'O•J9) (J'J'•28) (10·11) - (J'O•J7) 

261 1612 2832 4069 . 

, IISI 39SO 3891 -383S. . 

fOZZ 7299 7470 7SIO 

330 

291 

', ... - .~ ,., .- - ~ ... 
··- Total CoJiectinoa • 

Transfen to States • .... 
"Total CollCctions of divisible Tues • 

Total tnnsfen to States including 
grants ia lieu of reduction. ia income­
tax shale and States• rnenuc from 
additional CKCise duties lzo86 

.rrransfen to States are KhLila aft~ makiol necessary adjustments. 
(FJgUICS · ia brackets -·~ perocnta&C to toU.. c»lleCtiooiJ. 
· S D~~Ta : Centnl Government Budgeti. 

1367 

1379 

S39IS 

Z0293 



2. (b) Grants-:in-aid and_ Grants to. States 

(I(upeei J• lakb.l} 
.:.__ ____ ...;.··-----------:::::...---=~----:.:...._----:--:----~-::-~ ... :-:.::--~-:-· - ,, 

t Statutory Grants-in-aid and. Gianu ·· 

. (i.) Grants-in-aid · under ·· ·article 
·. · · 275 (i) substantive provision '' 1 • 

; l . :· ·.1 

'{iii) Grants-m-aid under the proVisos to :, , . , , • 1 
article 275 (I) : - • ·• · • ·· · · 66S 

'· ' ;.. 

(iv) Grant• · under S~n 74• (2) 1 of 
the States Reorg~tnisation Act • 

. ,·· 

.c:. '.I •', 'J 
TOTAL. 

.2. Other grants lncludinl grants undei: 
article ab , , . 

I .. ' 

. 

sst' ' . 7il' 

120 102 .. -:1.·-.;). 

4S~I 4843 

!: 

.768? 10971 

Total grants-in-aid and glants 
to States · 

9991 .. IZ278 

Smm• : I9$7-S8 t~ 1959-6o-State Budgets 

i960-61-Accountants-Genenl. . 

; .. • 

! 

,.._·.'~" 

.... 

.· ... , ··'? 

'· 

., ' .. _, 

r 

.4881' 
\ ;, ..... 

"' " ~.: .. ~. 

,II37~ ~ 

. • .t 
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. 3. ·Revenue Resou.Tces of the States· 
1957-58 

.· . ,, 
(Rupees in lakhs) 

·- Ta: '··'Non Ta: Devolution Grants- Total 
States - R.eTenue Revenue of Centnl in-«id Revenue 

Taxes··· 

Andhra Pradesh 3159 1246 1007 8ZI 6233 
~-;_,, .<si·1) , (.Jo·o) (z6·z) {Zj•2) (zoo·o) 

Assam • 1274 SOl 32J S.p 2942 
... ,. ' i .:. ~ . f4~·j) (z(o) (n· z) . , . (.1~·6> . _(zoo·o) 

Bihar . 19!7 loS 1167 IOU _4974 

. ' (40"0) (.r6·~} (.i.J~s> ~zo·J)' (.roo·o) 

BolllbaJ· 736.4 2961» 1931 573 12.835 
<»·4) (.ZJ•O) <is·.r> (4•5) ; (.roo·o) 

; 

IIDIDlu &nd :Kas1uaU 102. 302 14} 347 891t 
(.rt· .r) (JJ•f} (;r6·2) CJ9·o> (zoo·o) 

Xeral& ~ . '--1324 663 436'· 402 2.!2.5 
(4f·B) (ZJ•S) (zS·4) (.14" J) (.roo·o) 

J.ladh,a PradesJa 2121 149S hi 790 52.2.7 
(40"6) (21·6) <zs-r> .<zs·.r> (.roo·o) 

Macbs 3111 . 146s 5)90 62.3 62.S& 

<So·B) (2J"4) (zS·I) (.ro·o) (.roo·o) 

M~- 1741- 2SII . 641 901 . sSis 
~- (Jo·.l) (4J"J) (u•o) <zs·6) _(.roo·o) 

()rlssa • 646 412. 447 62.& .2.2.03 

(zg•J) (,u·g) (20"J) (28·-s> (.roo·o) 

Puajab 19)7 
.. 

is21 ·- SS4 369 4317 

<.u·.z) CJ4·1) (u·6) (8·4> - (.roo·o) 

:Kajasthaa 1463 \ S33 SI4 s6o 307ct 

(41"'> (11"4) (.r6·7) (z8·J) (.roo·o) 

Uttar Pradesh. .. soos 2,486 1975 102.& 1049-1 

(41"1) (2J"7) (z8·B) (9·8) (;roo·o) 

West Benpl. . 3621 Ioo'f IIU Io81 6821 

{jJ·o) Cz4·1) (z6·J) <zs·9> (:roo·o) 

TOTAL 34932 17990 12072 9991 74985 
(46·6) (24"0) (z6· .r) (IJ•J) (:roo·o) 

StlfiTU I State Budcets. 
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3. Revenue Resources of the States-:-,eoptd • . 
1958:-.59. 

(Rupees in lakhs) 

Tax Non Tax Devolution· Grants- . Total 
States i,Revenue ·Revenue of Central in-~d. , :.; Revenue .. .·~Taxes 

. -- . - --- -·-· ... 
AAdhra Pradesh · . ... f 3274 II22 1328 102$ .. :' .. §752,. 

<4a·s> (.r6·6) (.19'7) <.rs·.a> (.roo·o) 

Assam : .141-4 
I 

0

~69 -437 I 977 3i97/. 

<.u·.aY . (.r.r· S) (.13'7) {~o·6) (.roo·o) 
,. 

Jihu' · 2538 939 141-4 1203 6094. 
(.f.l'6} us·4> ~3·2) (.rg.·8) (~oo:p). 

Jombay 7165 . ~9-47 2925' . . -~979 .. : 1-4II~ , 
(So·8) (.ao·9) (20'7) (7·6) (.ro~·~>·, 

Jammu and Kashmir 137 380 196 416 -~~2~' 

(u·.r) <33'i> (.r1·3) (36;9) . (.roo·o). 

Kerala . 1~98 98-4 548 4'91 . ··3s2£·: 

(p·s> ~·o) <zs· s> (14'0) (zoo·o) 

Madhya Pradeslll 2II-4 1980 Io66 !)02 6o6i •, 

CJ4'9) (J2·6) (.r7•6) . (14'9) (zoo·o). 

Madras •• . 3229 1606. 1320 840 699S 
(.f6'2) ~:1'9) (18·9) (z.a ·o) (.rorrf)) .. 

.Mysore. 2211 2843 802 1026 688~ 

(J.a·.a) <·fl':l) (:ZZ'7) (l.f'9) (.roo·o) 

()risaa 709 745 . 563 732" 274!) 
C.as·s> (27'1) ~o·s> ~·6) (.roo·o)' · 

Pwtjab • 2137 1471 789 618 5022. 
(.f2•6) ~9'4) (~S'7) (U'3) · (zoo'·o} · 

P.ajasthall IS!) I 569 670 ;67 3397 
(.f6•8) (z6·8) (zg·1) (.r6•7) (.roo·o) 

Uttar Pradesh ,SOIO. · 3010 2690 1013 II723 
(p·T) Cas·r> (22'9) (8·7) (zoo·o) 

'West Benpl • 4241 941 1458 1386 8039 
(S.J•8) (u·8) (.rB·z) (17•3) (zoo·o) 

TOTAL 37283 19919 I62o6 12278 8S68S 
(43'S) ~3'3) (z8·9) (z.f'J) ·(100'0) 

Stnn'CI : State BudJetl. 
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3.:·: Reve~ue· R~sourc~s. ·Qf the Siates~ontd.': 
1959-60' 

(.Rupees in laklia> 

'' ·states'· " 'j 
.. ' 'Tu ··· Non Tax Devolution Grants- Total 
Rcyei:nie · - Revehdc of Central in-aid Revenue 

Taxes• 

: :.AA~a Pradesh;: ·.' ' 3932 < 1582 142~ us~ . -8194·''-
_.. . ~ ~- . ' · (4B·o) (19'3) (11'4) (15'3 (1~o·~) 

.Assam ','1!' .. ·. 1332 646 466 U40 368 .. 
- : ···(36:2) (11'5) ·cu·6> U1'1) (100;0) \ 

... .. / . . ' t. ~ 

··:Bihar.· . 285~ IOI6 1490 ISOO 6861 
\ - (41·6) ' . (14'8) {21'7) (21'9) (too·o) '\. ,'t '\ r . ,. 

:a~mbay·, ., ' R' ~ 

7390 '3235 3044 . I32S 14994 
(49'3~ (.u·6) ~0'3) . (8·8) (1oo·o) 

:J~u~ and Kashmir .· .... ·ISO .. '·453 206 .so9 .I3lS "': 
(i1'4) C34·4> (15·6) (38·6) (1oo·o) 

1<6tala . . •' · I70I 876 58~' . ,65~ 38I9 
~ ' 

(44·5) (2~'9) (15'3 (11'3 {1oo·o) '-

· :.Madh~ Pradesh . 2477' 1678 1I46 U32 6433 -~ 
(38· S) (26·1) (n·B)' (11·6) (1ob·o) · 

'' 
.Madras. . ·' .. . . 3696 I89I I4I2 III2 SUI 

.. ·.t_. . '. (45·6) (23' 3) (11'4) (13''1) . (1oo•o) · · 

. .:Mrsore··. _. ' ~( I - :i300. 3o98 8SS,. U2I 7374 
'·"-. '· .. (31:2) . (42~0) .(11·6) {1$'2) {!00'0) 

..Orissa ·' -~ ·. ' ·754 628 6oi 872. 2856 
(26:~ (22'0) (21·1) (Jo·s> (1oo·o) 

'·' 
·•Punjab '·· ··;. 2369 . 1993 832 ~43 837 

(40·6) (14·1) (14'3) (u·o) · (1oo·o) 

ia)as~ .. ·., 1772 •. 64~ 722 sos 3946 ·' 
(.f4'9) (16'4 (18'3) (20'4) (100'9) 

~. 

'Uttar Pradesh 523~ 3288 2876 . ISSB 12955 
(40'4 . (z5·4) ~2'2) (u·o) (1oo·o) 

..W~st" Bengal :. - IS25 208'7 . 9164 
.. 

I·, 4452 IIOO 
(48·6) (1z·o) (16·6) (u·B) {1oo·o) 

··TOTAL·· 40413 . 22131 17188 15814 95546 
(42'3) "'3' 2) (18·o) (r6·s) (roo·o) 

. •lricludini compensatory grants for · loss in ~hare of income tai due to change ~ 
..D classiftcation. . 

Squrc• : Stato Budttets. 
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• 

• 3.- Revenue-Re$ouTces of the- States~oncld. .. 
,1960-61 

(Rupees in Jakhs) 

Tax """!' Non Tax'" Devolution Grants- Total 
States Revenue]: Revenue of Central 

~es• 
'in-eid R~\lo 
L f' 

Andhra_ Pradesh . 4016 9II 1670 ~505 8102 . 
C49-"6) (n·:z) (2o·6) · (:c8.·6) . • (Ioo:o} 

Assam • _1_217 528 S43 ~237. ,. 3S25· 
C34~S) C.:rs·o) (Is·4> (3j·.z)- (roo·o>· 

-Bihar 3072 1516 . 1640 1652 7880· 
(3g·o) (:rg·:z) (2o·8) (:z:r·o) {:roo·o) 

Guiarat 2372 _1004_ 1710 458 ;5544: ~ 
(42·8) (:rB·:r) (3o·B) (8·3) (:roo·9)· 

Jammu and Kashmir 170 538 212 533 1453• 
(:r:r·7) ·f.37·o) (:C4·6) (36·1) (:r~·o) 

. K~. 2017 ~073 695· . 
; n9 .4524; 

<44·6) (23·1) . (:r5·4) (:r6•J) C.:roo·~>·-

' Madhya Pradesh . .. 2720 1922. ,1352' 1222 ·., #!6-
C37•f> (26·6) (cB·B) (c6·g) (:roo·o) 

Madras. -4179 1970 2003 .. ii48 9~0:00 
<44'9) (2.r-·:z) (2:c·S) (u·4) (:roo·o) 

Maharashtra • 6141 2787 1496 790 II2~.f' 

C.S(·I) (24·8) .{IJ'4) (J"O) (roo·~) 
Mrsore. '. 2369 - 3351 1091 1369 8180 

(2g·o) (4.r·o) {rJ•J) (:r6•7) (:roo··o). · 

Orissa . 856 1016 719 1071 3662 .• 
.C:z3·4) C21·1> ,(cg·,6) C'.19'3) .:(Ioo·o} 

~UDjab 2541 . 1?34 973 -~6 ~134-
(4:1~4> .u:r·s> (:c~·g) (:c:c· 2) (:roo·~). 

Rajasthan • 18o8 928 sst 809 43~ 
(4:r·.r) (2:c·:c) (:C9'4) (:r8·4) • (:roo·o) 

Uttar Pradesh 5650 3533 3456 1909 14552 
(38·8) C:z4·3 C23·8) (:rJ• :r) (:roo·o)· 

\'fest Beap] 4823 1-423 2151. II3I 9539 
C.So·s> <:rs·o (2:z·6) (:r:c· g) • (:roo·o) 

TOTAL 43951 ~ 20569 J6:!9 Ci5221. 
(4-!"1) C:zJ·.J) (:cg·s> (Is· s> (:roo·o) 

in d:!:=c:ompeJlsatorypantsfor _loss, in_ ~,of iD~e tu .. ~ue_t~-~~ 
s.rc.. ~taat5-Geaeral. 
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. . 

4. Yield of Income Tax and COTporation Tax 

1957-58 . 1958-59 1959-6o 

.. *Includes effect of budget proposalS <+2.,00) 

. **Includes effect of . budget proposals ( + 1,00) 

(Rupees in lakhs) 

196o-(i1 
Revised 

1961-62 
Budget 

Souru : . Explanatocy ,M~onmda on the budgets of the Central Go.Yernment f•r 
the years I9S9-6o1 196o-61 and 1961-62.. . 
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5. Statewise Collection of Income .Tax 

(Rupees in lakha) 

States 1957-58 1958-59 . 1§i59-6o 196o-61 
{Provisional) (ProTiaional) 

Andhra P,radesh ·U.S 410 t453 . ' .699 f 

Assam ll96 173 151' J1S4 
II 

487 Bihar [281 37!1 227 

~jarat .. l907 107, ·Sst 

Jammu and Kashmir · 21 16 20 ·~s 

JCerala .. '2,1 .. ; ./ 234 . ·283•: l :> 30f -"',_; i 

MAdhya Pradesh I, ... 164 193 245 '. \,' '-91 

Madras 1074 1017 1103 133l 

Mabarashtra 4619 . 5100 . 6099 1 5263 

··Myaore 3:12 313 472 563 

Orissa · .so·· sa 68 132. 

Punjab·· -. 207. 233. 265 549 

Rajasthan. 96 132 131 · 115 

Uttar Pradeeh !JI6 476 .504 66o 

West Bengal 3664. 5414' 4000' 4961 

TOTAL 1257.8 15102 

Non.-Figurca exclude central surcharge, tax on . Union cmoiwl1ents, adv~ 
· payments under Section I8-A and misccl:laneoua items. 
SOtn'U 1 Acx:ountanu-General. • , 



111 

~· _ ~?~moclitywise- ColJ.e~ion of Union Duties of Excise 

.,::- . .;; "; 

I. ·.Basic Duties-.­

:,.Motor Spirit , -
• 

·,Kerosene 

i~ugar •. 

;Matches 

.. .. 
• r ... •. 

: ~.s~eeppgots < •• 

_ Tyres and Tqbes 

.,.T!lbacc:O . , ; • 

~egetable ProdU£ts 

-Coffee' 

~Tea 

,. C9ttoli Cloth ~ 

,_Artiti.tial s~ 
·.Cement 

~Po!ltwear • .. ; • 

Soap_ 

_Woollen Fabrics • 

. Electric Fans 

Electric. Bulbs 

'-J.-

-.. 

' ... 

I,_,·,. 

·-

; .-1957-5$. 

3085 ... 
1 
3o6' _, 

4275 ~:"' 

1508'" 

625 ._ 

387·.-

4549 

39Z 

132. ·-

1117 ,_ 

30 

!lectric Batteries lo 
•.· . 

~aper 53t 

Paints and Vamishee uo ' .. - .... 

Vegetable non-essential q~ -91• 

.Refined Diesel Oils and 
Vaporising Oilf JOI 

.Industrial.Puel Qils ~24 

· .Rayoa and srnthe~c· Fibre aa~ .. 
.Yara . . . - 2f 

Mo10r V clticles 32 

729 

71~ 

. ·4909 

. 386 

134 

471 

5740 

-19~ 

1391 

105 

223 

16 

53 

33 

91 

127 

UI02 

477 

~· 

(Rupees in lakhs) 

1959-6o 19~61 

3540 

681 

5000 

1796 

~034 

1044-

so89 

549 

146 

774 

4675 

207 

·1676 

116 

210 

75 

72 

4• 

116 

797 

1~7 

1335 

. 2450 

Ilfl 

202 

Revised 

387.> 

765-

454<> 

I78Q- -. 

1220 

·125~ 

4810 

'; soo 
i3.S 

76S 

37i5-

J8~ 

175~ 

I5C!' 

205 

6z 

no-

70 

tS~ ' 



Hl 
6. Commoditywise l;ollecti'On of. Union~ Dutie1 of E.xcise-concld. 

'- • ' - • 1 

II. 

Asphalt aad Bitumea 

Aluminium 
i.' 

Tin Plate 

Pig Iron 

Silk Fabrics 

Cycles and parts thereof 

Internal Com~uation En&inea , 

Electtic Motors 

Cinemato&raph Filma 

Salt Cesa 

Coal Cess .. 
Cesa on Copra 

Cess on Oils and Oilsecds 

Miscellaneous 

ToTAL Gross Revenue • 

D•duct-Refunds and draw-
backs. 

TOTAL-N!T REvnTuB 

Additional Duties-

Sugar 

Textiles 

Tobacco 

TOTAL 

GRMD TOTAL-UNION 
Dun~! o• Excs11 

•Distribution not anilable. 

1957-58 1958-59 

---- ------ ... ~· 

.. 

t ~ 

.. 
. •':f. . .. . 
-:i1 

261' ''t 325 

12 13 
~--~' 

91 ..JI. 

-47-4 173 

27451 29987 

-350 -iSO!J 

. ' 
2'J101 29682 

679 

522 

..JII 

I612 

. 

1959-6o . 196o-61 
- ·- . .. ~ -RcTised · 

300 

9 I ~IQl. 

120 

I· 100 

6 .:s ; ., -· 
·6 125 

,,,:~.,i . ~35·, 
. '.( ~ ,. . . . . 

c.· : ... ' 7S 

-~·. l.fl ... 1~ 

82 
~ 

• sx6· 31, 
10 .. 10 .i ·, .. 
54 25 

.. . 412 ~~ 

53907 35879 

--67-4 -450 

-33233 35429 

bs 1290 

1489 1996 

SIS 783 

• 39498 

SOIITCI : Explanatory Memoranda on the badiets ef w Caotnl OoTornment for 
the years 1959-6o, Ig6o-6I and 1961-6.1. 

332 F-8 .. 
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7. Sales Tax Co1lectiona• · 

· States·-

Andhia Pradesh 

Assam .. 239 273 

Bilulr 849 

Bombay ,{<f!juat· . 
. Maharashtra 

3769 3486 . 

Jammu and Kaahinir 10 IJ 

Kerala .. 492. 617 

Madhya P~esh 503 

Madras 

Mysore 497 

Orissa 199 213 

503 S47 

Rajasthan •. 297 

Uttar Pradesh 

West Bengal 1253 166$ 

TOTAL 

(Rupees in lakhs) 

1959-60 

II66 

13 

744 

6os 

719 

668 

1039 

17II 

196o-61 · 

277 

1054 

II37 

3131 

22 

902 

720 

1912 

813 

314 

370 

II70 

1973 

•Figures are inclusiVe of receipts under inter-State sales tax. sales tax on motor 
spirit and general sales tax. · 

. ' . ' 

. Souret : 1957-58 to 19.59-60--State budgets. 
196o-61-Accountant8-General. 
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8 (b) ;AieaJmgated by Mq.jor Irrigation Schemes · 
~ > • I ~ 

: 

:_;:, ' (Thousand Acres) 

States I9S7-S8 - 1958-59 ~95~0 ~96o-6I -- ; td- ~:-t'-;;.1+' .... 
'-:1 ·. ~.)."~-~, 

- Andhra Pradeah ss 134 104- 313 '· l 
Assam 

,,, }'' 
_.,, 

::IOSI -Bihu ... ·."~ ·,.,. 
:~ IOSI 1086. i· • . . - ... .1219_ 

: : 
Gujarat 32 2S 31 72 .. 
Jammu _and K&shmlr -. \ . 
Kerala ..... -126 150 IS2 ISS 

.MadhYa Prad~lt 
. . . 

-Madras. 376 414 4SS 405 

-
. Maharuhtra NA 'NA ss NA -. 
Mysore · -· .. o r i. NA- NA NA 239 

Oriasa 5 17 267' 

,141' 
. 

l>unjab 1712 2091 22SO . • ... , :·1 

·~ 

· Rajasthan • 17' u 267 344 I9Q•. 

Uttar Pradesh .. 716z.. 7312 89S2 NA 

Wost Benpl .. 

•Upto October, 1960: 

• NA---Not·availapl~ 

: .. Non 2-- (•) No major irrigation projecta are reported in Assam. 

(u)· No information from the States of Jammu and~Kashmir, Madhya Pra-. · 
. · desh and W~! Bengal. . . · 

Sourc• : State Governments. 



S(c). Financittl Results of Electricity Schemes 

~. Profit/Loll 
Statea 

I9S7•S8 

Andhra Pradesh -88 -z6s -353 
Assam, . s -I ,4 
Bihar --6o -6o 
Bombay • -I -9 -xo 
Jammu and Kashmir 8 13 21 
Kerala . ·~-· 
Madhya Pradesh 4 • 4 
Madra• -so -so 
Mysore 31 31 . 

I 

. 67·· . - 64 Orissa -3 
Punjab 59 29 88 

Rajasthan 2 2 

Uttar Pradesh -21 ~ .-29 

West Bengal 

(M) Maharaahtra. 
•s for composite Bombay and 24 for Maharashtra 

'Profit+ 
Loss-

Sourc•: State Budgets. 

1959-60 

Net 
Receipts 

I63 

-8 
7 

. - 24 

.. 

Interest 

341 

.. 
' .. 

39 

96 
. ' 

Profit/ 
Loss 

-I78 

-8 
7' 

-IS--
....... 

~6.· 

.. 
i96o-6r 

Net 
Receipts 

193 .. .. 
-z4(M) 

$ ' 
IS 

--. .. -- -·--· 

Interest 

3sli 

---.. 
-· -·103 ... --' 45 
'. •' 

Profit/ 
Loss 

. -I6S 

-24 
IS-

·- S8 

. ., 
. ", ~- 127 .. , . -127 .. 

. ' 
I. ... ( ' ' ':• 

--· ., 

l k. • .. ~~ '· 

(Rupees in lakhs) 

Net result 

1959-61, I9S7-6I 

_:_343 ' . -696 
. 

4 
-6o 

-3z• -4Z 
I ZZ 43 

4 
..... ..... 
Ql 

-so 
, 3I 

'43'• I07 . 

88 

2 

-223 :-zsz 
·-





9. ·Financial Results of State Tra!"~OTt Undertakings-contd. 
(Rupees in lakhs) 

(J) (%) (3) (4) (5) (6) (7) (8) (9) , (1o) !n) . ~12) (13) . (14 

(iu) 'Provincial Trans-
~n Service, 

68 89 6 • :.' 0 8 I agpur • So 6o 7 I ,12 ?·. ....... . 2 77 .12 
(11) State Transport . . 

Marathwada, . 
.. .. 

69 .. .. 
8I 46 Aurangabad 91' 49 9 4 • 62. 29 X27 .1 .5 .. 

(11i) Bombay Stat~ Road 
.. .. 

Transport Corpo-
u46 IS9 

. 
36 ration, Bombay • 1200 922 148 76 '54. 1384 x.u6 73 1348 . . .. -

J.uiJ) Ahmedabad· Muni- .. 
· cipal Transport ... '.' 

· Service, Ahmeda- . s. , bad (a) 91 69 X7' 4 90 ' .. I lOS 82 .'17 . . -104 I .... .. .... 
Jammu and Jammu and Kashmir .. .:I 

Kashmir. State Transport {b). II6 78 II ·&9 '1-7 . II7. ' 8o ~~ . . .. 91 26 
•< ., 'I 

Kerala State Transport De- ' 
partment, Trivan- · . . . 
drum (c) • 227 .167 25 xo 202 . · 25 240 187 25 II 223 17 . 

'
1 

(a) Madhya Bharat 
; j,- '• 

·Madhya 
Pradesh. . Roadways, Gwa-

lior (d) . 90 62 8, 3 73 
. 17 90 62 a .. 3 73 . 1,7. . 

(ia) CentriU ProvinceS·. . Transport Servi-
' xs· 

, 
sr.' .· :8· . 60 .. , 8 ces, Jabalpur(e) 52, '32 5· ,NA '31 68 I 

. Madras State Transport De- .. ·- -·····" .,_., ... ....... - . ~ ... . . : l7~ . ~ . ,. - .... 
partment, Madras· 182 136, 30. II 17~· i ·5. i98 .I~~- 3~ . · -IO -~0 ~ .,. \ 

Mysorc Mysorc Government J ··~ ••'- _,,1 o.'. • ' .... ,. ' .. - ... -~---·· 

Transport Depart- " ... .., : ,., 

ment, Ban~ralorc . .. . 47~ .t .. 34~. ~ . ' 6I, .:,2,9; . ·'433, -~7 . 553.'-' -:408 76 33 517 ~~ .. '-·· 
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