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I. Introduetory

This Finatee Commission, the second io Y meh up Unden artiele
U0 of the Corsittution, was constituted by at Order ot the President
(Ko, 8RO, 128 dsted 1st June 1956) which 18 reprodicet below

T

“In pursusnce of the provisions o article 2R of the Longhne
tine: of India and of the Firwnce Commission (Miscellane:
opus Frovigions) Aect, 1951 {33 of 19511 the President s
prensed fo constitute a Finance Cotutvission corsisting of
Shri K. Santhanam, lately Li. Governor of the State of
Viadhva Pradesh, as the Chairman and  the following
four other members, viz., .

1. &hr 1fjjal Singh, former Finunce Minsler, Funjab

9 i 1. 5. Misra, retired Chief Jushce, Hyderabad.
Sk M. V. Rangachari, for some iime I"inance Serre-

tavy, Government of India.

:&3

4 Ly B N. Ganguli, Professor. Delhi  Sekool ot
eomomices.

2. The members of the Comruission shall held office for a -
period of fifteen months from the date on which they res-
pectively assume office.

3. The members of the Commission except Dr. B. N. Ganguli,
shall render whole-time service to the Commission; and

Dr. Ganguli shall render, up to the thirtieth day of Sep-
tember, 1956, part-time service, and thereafter whole-
time service, to the Commission.

4, T}’1e Commission® shall, in addition to making recommen-
dations as to the matters specified in sub-clauses (a) to
(c) of clause (3) of article 280, make recommendations
as to the following matters, namely:—

(a) the suras which may be prescribed under artic’e 273
as grants-in-aid of the revenues of the States of
Assam, Bhar, Orissa and West Bengal, in lieu of as-
signment of any share of the net proceeds in each
year of export duty on jute and jute products to
thiose States;
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(b) the States which are in need of assistance by way
/ of grants-in-aid of the revenues of those States under
article 275, and the sums to be paid to those States,

having regard, among other considerations, {o:—

(i) the requirements of the Second Five Year Plan,
and

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

(c) the principles which should govern the distribution
under article 269 of the net proceeds in any financial
year of estate duty in respect of property other than
agricultural land, levied by the Government of India
in the States within which such duty is leviable; and

{d) the modifications, if any, in the rates of interest and
the terms of repayment of the loans made to the
various States by ihe Government of India between

the Ihth day of August 1947 and the 31st day of March
1956

n 22nd May 1957, we received two additional references from
the President. The communication from the Principal Secretary to
the (Government of India, Ministry of Finance, containing these
teferences is reproduced below:

“The Government of India, in consultation with the State
Governments, have decided that an additional duty of
excise should be levied on mill-made textijes, sugar and °
tobaccs, including manufactured tobacco, in  replacement -
of the sales taxes now levied by the State Governments,
the net proceeds being distributed amiong  the States,
subject fo the present income derived by each of the States
being assured to it Necessary legisiation w1 he promoted
shorily for the levy, by the Centre. of this sdditional duty.
In this connection the President has heen pleased to decide
that the Finance Coramission should be reguesied to make
recommendations fo him as to the privciples which should
govern the disivibution of the net proceeds of this  sddi.
tional duty among the States and the amounts which should
be assured te the States as the income now derived by

P them from the levy of sales taxes on these commodities,



9. Tne President has also been pleased to decide that the Com-
mission should be requested to make recommendations {6

itr: a8 to the oringipies v hich shovld govern the distyibu-

ticn, under article 264 of the Constitution, of tte net pro-

c_t—:*izds in any tinnneial vear of the tax on raliway fares pro-
posed to be levied by the Railwaey Passenger Fares Bill,
1957, introduced in the Lok Sabha on 15th May, 1957

3. T ar: to request that these two references, which are add:-
tional o those made in para 4 of the Order of the President
No. SR.O. 1285, dated 1st June, 1956, may be placed before
the Commission for necessary action.”

We assumed office on 1st June 1956. Qur term of office was extend-
ed by a month and we cornpleted our work on 30th September 1957.

2 Before the formal constitution of the Commission, the Govern-
ment of India took preliminary steps for the collection of material for
the use of the Commission. Towards the end of January 1956, a senior
officer of the Finance Ministry, Shri M. V. Rangachari, selected to be
a member of the Commission, was appointed as Officer on Special
Duty in the Ministry, and on 1st April 1936, Shri XK. Santhanam also
took over as Chairman-designate, In addition to securing the nucleus
staff of the Commission, the Finance Ministry requested the State
Governments to furnish forecasts of their revenue and expenditure
for the fi~e years beginning on 1st April 1957 and memoranda contain-
ing their views on matters on which the Commission had to make
recommendations to the President. The Civil Accounts Officers were
also requested at the same time to supply certain statistics of Central
loans to the States. After we assumed office, we wrote to the State
Governments on Tth June 1036 asking for additional information,
which was likely to be of interest to us, and invited fheir views on the
principles which should govern the distribution of the estate duty
on property other than agriculiural lard and their suggestions regard-
- ing modifica.ions, if any, in the terms of the loans taken by the
S:ate Governments from the Unior between 15th August 1947 and
31st March 1956, On 12th July 1056, we issued a press note asking for
the views of the public on the maiters to b2 considered by us. On
receipt of the two o i+ional refercnces in May 1857, we wrote again
to the State Governrients for thelir +ows thereon and for certain
J1a connested therer ith. The re.avant correspondence and the press

is
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3. We received from the Union and State Governments the fore-
casts and information required by us as well as detailed memoranda
setting out their views on the various issues. They also readily sup-
plied all supplementary information we required,.

4. Under article 230 of the Constitution, the qualifications requis.te
-for appointment as members of the Commission and the manner cf
their selection have to be de‘ermined by Parliament by law. This
article also lays down that the Commission shall have such powers
in thes performance of their functions as Parliament may by law con-
fer on them. The Finance Commission (Miscellaneous Provisions)
Act, 1951, enacted in pursuance of those provisions and as amended
by the Finance Commission (Miscellaneous Provisions) Amendment
Act, 1935, is reproduced in Appendix .II.

3. The Constitution and the Act referred to in the last paragraph
authorise the Commission to prescribe their own rules of procedure.
We accordingly made our rules, based more or less on the rules fram-
ed by the first Commission. These rules, which are reproduced in
Appendix III, provide, among other things, for the manner in which
our discussions with the State Governments and members of the
public should be conducted. Following the practice of the first Com-
mission, we held our discussions with State Governments and their
officers in private session. The Chief Ministers of the State Govern-
ments, to whom we invariably explained the procedure we proposed
to adopt, concurred in it. We had discussions in public session only
with private individuals and representatives of Chambers of Com-
merce and other institu:.ons, who had submitted memoranda on the
problems before us. The names of those who submitted memoranda
and of those who appeared before us are shown in Appendix IV, We
wish to record our appreciation of the public spirit shown by them.

6. Neither the Constitution nor the Finance Commission (M scel-
laneous Provisions) Act, 1951, makes any reference to the staff to
be employed by the Commission. The staff has, therefore, to be
recruifed in accordance with the general rules of recruitment to the
public services. As the Commission’s work is of a temporary nature,
we found some difficulty in recruiting suitable staff speedily. Quali-
fied persons appeared reluctant to serve the Commission without
additional remuneration. There was also the general rule that even
temporary appontments to certain categories of posts tenable for
#ore than one year should be made through or with the consent of
the Union Public Service Commission. While we realise that the scale



of remuneration for the staff and the method of their recruitment
should follow the general pattern adopted by the Government, we

suggest that the question of making suitable relaxations in order to
expedite the work may be cousidered before the appoinlment of the

next{ Comimission.

7. In one direction, we made a departure from the procedure
adopted by the last Commission. We felt that it would be useful to
meet the representatives of the press and keep them informed of the
progress of our work. We held a press conference at Delhi shortly
after assuming office and we made it a practice to hold a press con-
ference on the conclusion of our discussions with each State. These
conferences were generally well attended and the representat.ves of
the press showed a lively inter2st in our work and in the financial
problems of the States. We should like to place on record our appre-
ciation of the interest taken by the press in all the States in our
work and their courtesy in responding to our invitation. The dates
of the press conferences held by us are given in Appendix V.

8. At an early stage of our work, there was a doubt about the exact
scope of the reference made to the Commission under artick 275 of
the Constitution. The majorily of the Commission felt that clause (2)
of article 275 covered not onlv the substantive portion of clause (1)
but also the two provisos appended to it. We accordingly wrote to
the Secretary to the President suggesting that if this interpretation
was acceptable to the President, he might be pleaszd to issue neces-
sary orddrs to enable the Commission to make recommendations re-
garding grants under the provisos. We were informed in reply that
the President had been advised that as the duty of the Commission to
make recommendations was only in respect of grants-in-aid as to
which Parliament could make a law under clausz (1) of article 275
and as the provisos constituted exceptions to the main provision and
there was no mention in them of Parliament making any law, the
power of the Commission to make recommendations under clausz (2)
of article 275 did not extend to the grants under the two provisos.

. The President accordingly decided that no order need issue asking

for the Commission’s recommendations regarding ihe grants under
the provisos to article 275. The correspondence is rzpreduced in
Appendix VL

8. The recommendations of the first Finance Commission were
given effect to for the five years ending 31st March 1857, Once a
Finance Commission is appointed under article 260 of the Constitu-
tian, the President cannot, without considering the recommendations
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{ the Comm!ssion, issue any orders under articles 270, 273 and 275
for transfer of resources to the 3tates. There was also the further
dificulty that, owing to the reorganisation of States, the Union Dusies
of Excise (Distribution) Act became inapplicable from 1st April 1857,
[t was not possibla for us to make our final recommendations in time
for steps to be taken for the mnecessary devolution for 1957-58. It
would have caused serious difficulties to the States if they had to
present budgets without taking into account such devolution and to
manage without it. We dzcided, therefore, to submit an interim re-
port so that temporary provision might be made for these purposes.
In framing that report, we wished to mainiain the then existing posi-
tion with the minimum readjustments necessitated by new develop-
ments. The States Reorganisation Act and the Bihar and West Ben-
gal (Transfer of Territories) Act had already readjusted for the re-
organised States the devolution based on the first Finance Commis-
sion’s recommendations. We had, however, to take into account th=
financtal integration of Jammu and Kashmir with India which had
come into effect in 1954. Certain readjustments relating to the
merged Part C States were also nzcessary. The interim report is
reproduced in Appendix VII,

" 10. During the period October 1956 o June 1957, we visited all the
States and had discussions with their Governments and officers. In
all of them we met the Chief Minister and the Finance Minister; in
some States we also met either the entire Cabinet or other Ministers
who chose to attend the meetings. We had detailed discussions with
tha Chief Secretary the Finance Secretary and other Secretaries who
were assisted by senior departmental officers. These discussions were
largely on the basis of the memoranda submitted by the State Govern-
ments, Somsa of us also visited the border and tribal areas in certain
States and several institutions connected with development and wel-
fare work. During our visits the State Governments and their officers
gave us every assistance and readily met all our requests for infor-
mation. The arrangements made by the State Governments for our
discussions and visits left nothing to be desired and we are very grate-
ful to them and their officers for their assistance and co-operation. We
met the representatives of State Governments again in New Delhi
from 22nd July to lst August 1957 t¢ hear their views on the two
additional references. We also held discussions with the representa-
tives of certain Central Ministries on raatters relating to their depart-
ments and for clarification of points that had arisen in the course of
our discussions with the State Governments. The dates of our
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meetings with the State Governments and the representatives of the
Central Ministries are given in Appendix VIIL

11. We shall now give a brief aceount of the scheme of the report.
1t should be treated, generally, as a vontinuation of the repori of the
last Commission. In regard to the historical background and the sta-
tistical data, we have not considered it necessary to go over the ground
already covered in the report of our predecessors. We have, how-
ever, tried to bring the material up-to-date. In Section 1I, we have
briefly reviewed the constitutional and other developments since the
report of the last Commission. In Section IIL we have considered
the functions of the Finance Commission vis-a-vis the Planning Com-
mission, in the context of the impact of the first and second five year
plans on the finances of the Union and the States. In Section IV, we
have examined certain aspects of the constitutional provisions relat-
ing to the functions of the Commission. In Section V. we have
attempted a brief survey of recent trends in federal finance in some
other countries. In Section VI, we have dealt with the principles of
grants-in-aid and in Section VII, we have reviewed the States’ finances
since the last Commission’s report. In Section VIII, we have broadly
explained the manner in which we have assessed the needs of the
States. In the next eight Sections, we have dealt successively with
the distribution of taxes on income, the division of Union duties of
excise, the determination of grants-in-aid payable in lieu of juie ex-
port duty, the determination of grants-in-aid under the substantive
portion of article 275 (1), the distribution of estate duty, modification
of the terms of Union loans to States, the distribution of the additional
duties of excise to be levied in lieu of sales taxes on mill-made tex-
tiles, sugar and tobacco and the distribution of the tax on railway
fares. We have added a Section dealing with some miscellaneous
points arising out of our work and have wound up the report with a

resume of our recommendations, a concluding Section and acknow-
ledgements. !

II. First and Second Commissions .

12. Under the provisions of the Constitution, a Finance Commission
has to be appointed on the expiry of every five years or earlier if the
President so desires. This ensures a measure of continuity in the
work of these Commissions and each Commission gets the advantage
of the work of its predecessors. Our task as the second Commission
has, in many ways, been made easy by the work of the first Finance



Commission. Their report has clarified the main issues and has set
- the general pattern on which reports are likely to be made under the
present provisions of the Constitution regulating the financial rela-
tions between the Union and the States. The rules of procedure, as
laid down by them, have been the model on which we framed our
own rules. We have made full use of the historical and statistical
data contained in their report.

13. While our task has thus been made simpler in some ways, it
has been somewhat complicated by the constitutional and other deve-
lopments subsequent to the last Commission’s report. Since 1932, far-
reaching changes have been made in the structure and organisation
of the component States of the Indian Union. With effect from 1st
October 1953, the new State of Andhra was carved out of the former
State of Madras. This was a prelude to the more extensive reorgan-
isation of States. The States Reorganisation Commission was appoint-
ed in December 1953 and submitted their report to the Government
of India on 30th September 1955. The decisions of the Government-
. on the report were embodied in three Acts passed by Parliament in
August and September 1956, namely, the States Reorganisation Act,
the Bihar and West Bengal (Transfer of Territories) Act and the
Constitution (Seventh Amendment) Act. _

14. The reorganisation has affected all the States except Assam,
Orissa, Uttar Pradesh and Jammu and Kashmir. All the Part B
States and Part C States have disappeared. Punjab has been enlarged
by the merger in it of the Patiala and Fast Punjab States Union and
Rajasthan by the merger of the former Part C State of Ajmer,
Saurashtra and Kutch along with the Marathi—speaking areas of the
former States of Hyderabad and Madhya Pradesh have been merged
in Bombay. Mysore has been enlarged by the inclusion 'of Ceorg and
the Kannada-speaking areas of Bombay, Hyderabad and Madras.
Travancore-Cochin has been converted into the new State of Kerala
by the transfer to it from Madras of the Malabar district and the
Kasaragod taluk of the South Kanara district, while five Tafnil—speak—
ing taluks have been transferred from Travancore-Cochin to Madras.
The Telugu-speaking districts of Hyderabad have been added to
Andhra to form the new State of Andhra Pradesh. The Hindi-speak-
ing districts of Madhya Pradesh have been added to Madhya Bharat
along with Vindhya Pradesh and Bhopal to form the new State of
Madhya Pradesh. An area of roughly 3,000 square miles has been
transferred from Bihar to West Bengal These changes came into
effect o 1st November 1958,



six Union ferritor. s,

15. There are now only fourteen States and
w1

the latter being directly administered by the Union Governmsars,
their receipts and expenditure forming part of the Consolidaiza Funa

of India. This radical reorganisation may simplify the task of future
But our task was complicated by the break in

§ the States and the difficulty of
t upon the

Finance Commissions.
the continuity of the majority o
arriving at estimates of their financial positicn, consequen
extensive territorial changes.

16. In April 1953, the Government of India appointed a Taxation

Enquiry Commission to make a comprehensive enquiry into the tax
system of the country. Their report was published early in 1535 and
has been -under consideration of the Union and State Governments. Of
their recommendations, those relating to the sales taxes were particu-
larly important and, so far as they concerned the Union Government,
they have been implemented by the enactment of the Constitution
({Sixth Amendment) Act and the Central Sales Tax Act. Many of
the State Governments are still in the proc2ss of revising their sales
tax laws in the light of the recommendations of the Commission,

17. Another development was the fincncial integvation of Jamimu
and Kashmir with India. Under articles 278 and 295 of the Constitu-
tion, as applied to that State by ,the Constitution (Applicaticn  to
Jammu and Kashmir) Order 1954, the Government of India and the
Government of Jammu and Kashmir entered into an agreemen: under
which the State Government became entitled to receive its share of
the divisible pool of taxes on income and of Union duties of excise as
well as grants-in-aid on the pattern applicable to other Part B Stutes.
This agreement, which came into effect on 1lst April 1834, was o con-
fipue in force until terminated or modified after consideration of the
report of the Finance Commission constituted after the commence-
ment of the order. Jammu and Kashmir thus came within cur pur-
visw and we incladed it in the scope of the recommendations rmade
in our wterim report. After the receipt of that report the President
terminated the agreement with effect from lst April 1957, from which
date Jarmmu and Kashmir stands in the same position as th: other
States for purposes of sharing taxes and receiving grants from the
Union. ‘

18. The scope of our work is also somewhat wider because of the
additional references which have been made to us. We have been
asked to advise on the principles 1o be embodied in the law of Parlia-
ment regarding the distribution of the net proceeds of the estate duty
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on property other than agricultural land and the tax on railway
fares. Similarly, we have been asked to make recommendations re-
garding the principles of distribution of the additional duties of
excise proposed to be levied by the Union in replacement of the
States’ sales taxes on mill-made textiles, sugar and tobacco and the
amounts to be guaranteed to the States as their present income from
sales taxes on these commodities. We have further to advise the Pre.
sident on modifications which may be necessary or desirable in the
rates of interest and the terms of repayment of the loans made to
the State Governments by the Government of India between 15th
August 1947 and 31st March 1956,

19. Qur terms of reference enjoin that, in recommending the
grants-in-aid of the revenues of the States, we should, dmong other

- matters, have regard to the requirements of the second five year

plan. We have, therefore, sought to make provision in our scheme of
devolution for its implementation. The first five _year plan was in
operation when the last Commission cons1dered the problem of the
States’ finances. They madé no spec1ﬁc recommendation regarding
the implementation of the plan and left it to be financed partly by the
additional revenue to_be raised by the States partly by the devolu-
tion proposed by them and partly by-grants from the Union under
article 282 of the Constitution: ~Im-the Tesult, out of the estimated
revenue expenditure of Rs. 333 erores in the last four years of ihe
first plan, the States met Rs. 77 crores from ‘the proceeds of additional
taxation, Rs. 133 crores from grants under article 282 of the Constitu-
tion and Rs. 66 crores from the devolution made on the recommenda-
tions of the last Commission, and were left with an overall deficit of
Rs. 57 crores. The five vear plan has now become an integral part
of the budgets of the Union and the States and the basic needs of the
States cannot be considered in isolation from the needs for develop-
ment as embodied in the plan. The sums involved in the second plan
are much larger than in the first plan and we feel that it will be
inappropriate to leave them outside our scheme of devolution. In our
assessment of the needs of the Stafes, we have, therefore, taken into
account their basic as well as developmental needs.

20. This immediately posed the question of how the developmenta}
needs, to the extent to which they have to be met from the revenue
budgets of the States, should be determined. In the memoranda sub-
mitted to us by some of the State Governments and in our discussions
with them, they made the point thai in certain spheres the plan was
insufficient and claimed assistance from us for enlarging it. The



second five year plan has been formulated after long and detailed
consultations between the Planning Commission and the State Gov-
ernments. The priorities have been determined and schemes includ-

ded after taking into account the requirements and resources of the
States and the disparities in their development. The plan as a whole
has been approved by the National Develcpment Council and Parlia-
ment. We did not, therefore, consider it proper to assume the role of
a revising body. We accordingly made it clear that, while it was
open to the States to move the Planning Commission for modification
of the plan or for increase in the provision made in it for any scheme,
we would accept the allocation as finally made by the Planning
Cominission.

91. There were doubts regarding the break-up of plan expenditure
between revenue and capital. As we were mainly concerned with the
revenue position, we requested the States and the Planning Commis-
sion to give us an agreed break-up. This was done.

22 Tn the result, our main investigation has been directed towérds B

obtaining a reasonable forecast of the commitied « :penditure of the :
States for the five years from 1st April 1057 ard of e revenue during
this period at the level of taxation existing al the ond of the first

five year plan. "« . i

III. Planning and Finance Commissions

93. We had some difficulty in dovetailing our work with that of
the Planning Commission owing to two factors. First, the second
five year plan covers only the first four years of the quinquennium
to which our recommendations will apply. Secondly, the plan does
not distinguish between revenue expenditure and capital expendi-
ture, while our main function under the Constitution is t¢ make re-
commendations for the devoiution of revenue resources, We
therefore, obtained from the Planning Commission a statee-w.x.fi.'sej
break-up of plan provision between revenue and capitai.

94, In assessing the needs of the States, we had obvicusiy fo take
into account the estimates framed by the Planning Commission in
consultation with the State Governments. For this purpose, the Plan-
ning Commission. had made an assessment of the existing resources of
sach State, its commitied expenditure, the expenditure necessary for
ite wecond five year plan and the additional resources to be raised
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by it for meeting such expenditure. As regards the revenue expen-
diture on the plan and the resources which, it had been assumed,
would be raised by the States by additional taxation, we have
generally taken the figures given to us by the Planning Commission._

25. In regard to the estimates of existing resources and committed
expenditure, we obtained forecasts from the States. We had to do so
for a variety of reasons. First, the forecasts of the Planning Commis-
sion were prepared in 1955 on the basis of the revised estimates cf
195455, and allowance had to be made for subsequent changes.
Secondly, the five year period with which we are concerned coincides.
with the period of the second plan only for four years. Thirdly, the
forecasts of the Planning Commission had, in any case, to be recast
for the reorganised States. Having got these fresh forecasts, we
fortified ourselves by obtaining the comments of the Planning Com-
mission on them and in our discussions with the State Governments,
we made it a point to investigate into any substantial variation be-
tween the figures adopted by the Planning Commission and thage given
to us by the States. In the forecasts agreed to between the Planning
Commission and the State Governments, many States had over-esti-
mated the yield from existing sources of revenue and underesiimated *
the committed expenditure. There was also a misunderstanding
about the exact scope of the term “committed expenditure” as used in
the correspondence between the States and the Planning Commission.
We discussed the forecasts of the State Governments with their
officers. After consideration of the comments of the Planning Com-
mission and the explanations given to us by State Governments for
variations, we attempted to take a realistic view of the revenue and
expenditure during the period to be covered by our recommendations.
Our scrutiny of the States’ forecasts disclosed that not only were the
contributions from existing revenues, which were assumed for financ-
ing the plan, not available, but also that, in some States, the committed
expenditure would absorb part of the resources which they were ex-
pected to raise for the plan through additional taxation.

26. We had a further difficulty in making a reasonable forecast of
expenditure for the next five years. Apart from the burden of recur-
ring expenditure thrown on the States’ budgets by schemes comnleted
under the first five year plan, there were many schemes for which
Central assistance was on a matching basis, sometimes tapering off
over a short period. This inevitably left a recurring burden on the
States, of which no adeguate indication could be had from figures of
past actuals. In another part of our report, we deal more fully with



matching grants. We mention them here because neither the Plan-
ning Commission nor the State Governments nor ourszlves have been

able to calculate their impact on the finances of the States with any
degree of accuracy.

97 Some anomalies inevitably arise where the functions of th:
two Crommissions, the Finance Commission and the Planning Commis-
sion, overlap. The former is a statutory body with limited functicns,
while the latter has to deal comprehensivaly with the finances of the
Union and the States in the widest sense of the term. 30 lony as
both thzse Commissions have to function, there appears to be a r:al
need for effectively co-ordinating their work. It will be an advan:age
if, in {uture, the period covered by the rzcommendations of a Finance
Commission coincides with that of a five year plan. Further, it is
desirable to eliminate the necessity of making two separaie assess-
ments of the needs of the States.

IV. Constitutional Aspects

h
98 We shall examine briefly the provisions of the Consiitution

relating to the work of the Finance Commission. The relevant
articles are reproduced in Appendix IX.

29, According to article 2380, the Finance Commission have to
make recommendations to the President cn two specific matters and
on “any other matter roferrad to the Commission by the President
in the ‘nterests of sound finance™.

30. The two specific matters are—

(i) the distribution between the Union and the States of the
net proceeds of taxes which are ic be, or may be, divided
between them and the allocation between the States of
the respective shares of such proceeds; and

(ii) the principles which should govern the grants-in-aid of -
the revenues of the States out of the Conzolidated Fund
of India.

Y

31. The Constitution makes it mandatory under article 270 to
divide taxes on income other than agricultural income between the
Unon and the States. For this purpose, tfaxes on income exclude
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corporation tax and any surcharge which may be levied for Union
purposes. To the extent that the net proceeds of taxes on income
represent proceeds attributable to Union territories or to taxes
payable in respect of Union emoluments, they are retained by the
Union. The Constitution also contains in article 272 an enabling
provision under which, if Parliament so prescribes by law, Union
duties of excise other than duties of excise on medicinal and toilet
preparations may be divided.

32. In the case of income tax, the Commission are charged with
the duty of making the following recommendations:—

(i) the percentage of the net proceeds of taxes on income,
excluding the taxes payable in respect of Union emeolu-
ments, which shall be deemed to represent proceeds
attributable to Union territories;

(ii) the percentage of the net proceeds in any financial year
of taxes on income other than agricultural income, except
in so far as those proceeds represent proceeds attributable-
to Union territories or to taxes payable in respect of
Union emoluments, which shall not form part of the Con-
solidated Fund of India but shall be assigned to the States.
within which that tax is leviable in that year and the man-
ner in which, and the time from which, such percentage
shall be distributed among the States.

33. The President, after considering the recommendations of the
Finance Commission, has to prescribe by order the percentages and
the manner of distribution. Parliament is not directly concerned
with the assignment and distribution of income tax.

34. The position is different in respect of the distribution under
article 272 of Union duties of excise. This article does not refer to
the Finance Commission. The Commission’s jurisdiction to deal with
this distribution is derived from the provisions of article 280(3) (a).
It is also open to the President te make a specific reference in this
matter to the Commission. There is no obligation on the part of .
the Union to share the excise duties with the States. When it decides
to do so, this has to be done by a law of Parliament, which has to
prescribe which of the excise duties, and whether the whele or any
part of such duties. should be paid out of the Consolidated Fund of
India to the States, The principles of disiribution among the States

have also to be prescribed by law. In the case of excise duties, the



matching grants. We mention them here because neither the Plan-
nng Commission nor the State Governments nor ours2lves have been
ahlo 1y calculate their impact on the finances of the States wiid any

degzree of aceuracy.

97 Some anomalies inevitably arise where the functions of th:
two Cemmissions, the Finance Commission arnd the Planning Commis-
sion, overlap. The former is a statutory body with limited functions,
while the latter has to deal comprehensivaly with the finances ot the
Un'on and the States in the widest sense of the lerm. S0 long as
both these Commissions have to function, there appears to be a rzal
need for effectively co-ordinating their work. It will be an advaniage
if. in future, the period covered by the rzcommendations of a Finance
Commission coincides with that of a five year plan, Further, it is
desirable to eliminate the necessity of making two separate assess-
ments of the needs of the States.

[V. Constitutional Aspects

93 We shall examine briefly the provisions of the Constitution
relating to the work of the Finance Commission. The relevant

articles are reproduced in Appendix 1X,

29, According to article 930, the Finaice Commission have to
make recommendations to the Prasident cn two specific matters and
on “any other matter roferred to the Coramission by the President
in the ‘nterests of sound finance’.

30. The two specific matters are—

(i) the distribution between the Union and the States of the
net proceeds of taxes which are tc be, or may be, divided
between them and the allocaticn between the States of
the respective shares of such proceeds; and

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

31. The Constitution makes it mandatory under article 270 to
divide taxes on income other than agricultural income between the
Union and the States. For this purpose, taxes on income exclude
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corporation tax and any surcharge which may be levied for Uniom
purposes. To the extent that the net proceeds of taxes on income
represent proceeds attributable to Union territories or to taxes
payable in respect of Union emoluments, they are retained by the |
Union. The Constitution also contains in article 272 an enabling
provision under which, if Parliament so prescribes by law, Union
duties of excise other than duties of excise on medicinal and toilet
preparations may be divided.

32. In the case of income tax, the Commission are charged with
the duty of making the following recommendations:—

(i) the percentage of the net proceeds of taxes on income,
excluding the taxes payable in respect of Union emolu-
ments, which shall be deemed to represent proceeds
attributable to Union territories;

(if) the percentage of the net proceeds in any financial year
of taxes on income other than agricultural income, except
in so far as those proceeds represent proceeds attributable
to Union territories or to taxes payable in respect of
Union emoluments, which shall not form part of the Con-
solidated Fund of India but shall be assigned to the States.
within which that tax is leviable in that year and the man-
ner in which, and the time from which, such percentage
shall be distributed among the States,

33. The President, after considering the recommendations of the
Finance Commission, has to prescribe by order the percentages and
the manner of distribution. Parliament is not directly concerned
with the assignment and distribution of income tax.

34. The position is different in respect of the distribution under
article 272 of Union duties of excise. This article does not refer to
the Finance Commission. The Commission’s jurisdiction to deal with
this distribution is derived from the provisions of article 280 (3) (a).
It is also open to the President to make a specific reference in this
matter to the Commission. There is no obligation on the part of .
the Union to share the excise duties with the States. When it decides
to do so, this has to be done by a law of Parliament, which has to
prescribe which of the excise duties, and whether the whele or any
part of such duties, should be paid out of the Consolidated Fund of
India to the States. The principles of dist=ibution among the States

have also to be prescribed by law. In the case of excise duties, the
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finance. Under this provisicn, we have been asked to make recom-
mendations as io the principles which should govern the distribution,
among the Siates, of the net proceeds in any financial year of
(2} the estate duty in respect of progerty other than agricul-
tural land,

(bj the tax on railway fares; and

(¢) the additiona] duties of excise or mill-made textiles, sugar
and tobacco (including manufactured tobacco), to be
levied in replacement of the sales taxes on those articles,

In the case of the last item, we have algg been asked to recommend
the amounts which should be assured to each State as the income
now derived by it from the levy of the sales taxes on these
commodities, T

40. The Commission have further been asked under the same
Provision tp recommend the modifications, if any, in the rates of
interest and the terms of repayment of the Joans made to the various
States by the Government of India between 15th August 1947 and
31st March 1956,

41, The recommendations regarding the three additional terms of
Teference mentioned in paragraph 39 above have to be implemented
by law of Parliament, while those relating to Ioans may be given
eﬁe\clt‘ to by executive order.,

42. The estate duty and the tax on railway fares are taxes includ-
€d in article 269 of the Constitution. Clause (2) of that article
states that “the net Proceeds in any financial year of any such duty
or tax, except in so far ag those proceeds represent proceeds attribut-
able to Union territories, shall not form part of the Consolidated Fund
of India, but shal] be assigned to the States within which that duty
or tax is leviable in that year, and shall be distributed among those
States in accordance with such principles of distribution as, may be
formulated by Parliament by law™”. -

43. Except in relation to the Union territories and to the extent
of a Central surcharge, if any, the Union Government have no share
in these taxes and are entrusted merely with their levy, collection
and distribution. It ig obvious that these taxes have been placed
under the Union Government to ensure uniformity of taxation and
converiience of collection. As regards distribution, though Parlia-



ment is free to formulate any principles of distribution in respect ol
ihese taxes, we consider thal, 10 the extent to which thev can  be

reasonably ascertained or pstipated, each State should receive, as
nearly as may be, from ‘hese taxes the amounts which it would have
raiced if it bad the power 1o levy and colleel themt

44. The recommendations of the Commission thus fall under the
{ollowing categorieg for the purpose uf implementation:

(i) those that have to he implemented only by Presidential
order. namely, those relating to the distribution of income
tax and grants-in-aid in liev of assignment of any share of
the net proceeds of exporl duty on jute and jute products;

(ii) thosc that may he implemented by law of Parliament and
until enactment of such law, by Presidential order, namely,
those relating to the grants-in-aid under the substantive
portion of article 275;

(ii1) those that have to be implemented by law of Parliament
alone, namely, those relating to the distribution of excisc
duties, estate duty, tax on railway fares and the additional
duties of excise; and

(iv) lastly, those that may be implemented by executive order.
namely, those relating o the modifications of rates of
interest and the terms of repayment of loans.

V. Recnt Trends in Federal Finance

45. It may be useful at this point to review the recent trends in
federal finance in some other countries. In Chapter IV of their
report, the first Finance Commission have traced hrieflv the experi-
ence of other federations in relation to shared revenues. We do not
propese to cover the same ground again, but shall review the subse-
guent developments in a somewhat wider perspective.

46. In the United S:ates, financial relations between the Unied
and the States have recently been the subject-matter of studv ann
review by a Congressional Commission on Intergovernmental Rela-
tions, The report of the Commission, made in June 1955, is a valuab.w
studv in the protlem of federal financia) relations in that country.
It contains many imporiant recommendations regarding the principles
on which grants should be made to the States and the conditions
{hat should govern them. The Commission hold that, in the context

————— P 2]
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“of the constitutional development of the United States, conditional
grants represent a basically sound technique despite their pie?é?n?al
d;@opment and hotch-potch appearance. They emphasise that
grants should be made only for clearly indicated and important
national objectives, that they should be given for broad purposes
like public health or welfare rather than for highly specialised
schemes, that allocations should be flexible in relation to specific
" schemes or activities covered by those broad purposes and that
matching requirements should take into account the economic condi-
tions in the units and their fiscal capacity. /-

47. In Canada, the pattern of financial relations between the
Dominion and the Provinces has been the subject of ecriticism in
recent years. As the periods for which individual and corporate
income taxes and the succession duties were rented from the
Provinces by the Dominion were due to expire early in 1957, re-
examination of the position became necessary. Meanwhile, a Royal
Commission .of Enquiry on Constitutional Problems (the Tremblay
Commission) is understood to have suggested the transfer back from
the Federation to the Provinces of the i ght to levy taxes in the fields
whieh are now rented. It is also reported to have suggested that
responsibility for welfare functions like unemployment insurance,
old-age security, and family allowances should remain with the
Provinces. ‘

48. The Federal-Provincial Tax Sharing Arrangements Act, 1956
has modified to some extent the former scheme of «compensation for
the surrender by the Provinces of individual income taxes, corpora-
tion income taxes and succession duties, as provided in the Tax
Rental Agreements Act of 1952. Fach Provineial government has
been given the option to choose the most favourable of three alterna-
tives. These are: -

(1) a Province will be entitled to compensation at not less than
the amount due under the 1952 agreement suitably adjust-
ed for:population growth;

(2} it may get 95 per cent of the payments actually made to
it in certain preceding periods;

(3) it will be entitled to get compensation according to a new
formula by which a Province will obtain the sum of three
rental payments, that is to say, (a) 9 per cent on corpora-
tionl incomes in the Province, (b) 10 per cent on individual



! incomes earned within the Province or on incomes accruing
within or without the Prov'nce to residents in the Province,

and (c) 50 per cent of the proceeds of the Dominion
succession duty chargeable on property attributable to a
Provnee. If necessary, a fax eguilisation payment will
slso be made to a Provinee to raise the per capita payment
Lo it to the average per ecapita payment to the two
wealthiest Provinces,

40, In spite of these atiractive terms, Quebec has stayed out of

these arrangements and Ontario has agreed to rent only the individual
inecme law fieid, The other eight Provinces have agreed to vacate
the entire ficld of income and inheritance taxes.

50. 1n Australia, only income tax has been taken over by the
Comrcnwealth from the States. The scheme of compensation for
the surrender of taxing powers by the States was originally laid down
in the Stales Grants (Tax Reimbursement) Act, 1946, but the com-
pensation pavments due to the States have increased in recent years,
not onlv because the formula for distribution, authorised by the 1946
Act. corlemplated an inerease i proporiion to the growth of popula-
{ion and the increase ‘n average wages per employed person, but also
because ad hoe additions to the total amount of compensation payable
peeoriiing to the formula have been made every year. The settled
pattern now seems to be for Parliament to pass every year, a States
Grants (Special Financial Assistance) Act fixing the total sum of the
compensation pavable in ¢hat year and also the minimum payments
for particular Statés, in case this is considered necessary. For the
fiscal year ended June 1937, the compensation payments were about
£A 174 millions, compared with the original sum of £A 40 millions
mentioned in the 1846 Act.

51. Turning to West Germany, some aspects of the financial rela~
tions betwcen the Federal Government and the Laender (States) are
¢f interest. By the Basic Law of the Constitution adopted in March
1940, besides the vield from monopolies, the taxes accruing to the
Federotion are cusioms daties, excise taxes with the exception of the
beer tax. transporiat on tax. turnover tax and capital levies for non-
recurrent purpoeses. The State list includes the beer tax, taxes on
fransactons with the exception of the transportation tax and turn-
rvor tzw. income and corperation taxes, property tex, inheritence tax,
tswes on real estate and on business, and taxes with Jocalised applica-
+inm. Tz distribution leaves the Federal Government in deficit. It
t oo therefore. no rescurces with which to assist the poorer States.

e ——TTT




20
Provision hags consequently _cen made in the Basic Law by which
the Federation may, by * Lislation which requires the consent of the
Bundesrat, cla'm part of the income and corporation taxes to cover
tederal deficits and subsi les which are to be granted to State govern-
ments to meet expend’ture in the fields of education, public health
and welfare.

52. In order to assist the States with lower tax revenues and to
equalise the burden of expenditure, the Federation has also been
empowered to grant subsidies, obtaining the tunds, if necessary, from
specific taxes accruing to the States.. Federal legislation, which
requires the consent of the Bundesrat, determines which taxes will
be utilised for this purpose, and in what amounts, and according to
what scale the subsidies will be distributed among the States for
equalisation. '

33. For the purpose of ecualisation, the tax capacity index and
the equalisation index of every State are fixed according to prescribed
formulae. The former is fixed according to the total tax revenue of
the State after some adiustments, while the equalisation index is
found by multiplying the federal average tax capacity index per
inhabitant by the population figure of the respective State, subject
to certain adjustments. The States with a tax capacity index greater
than the equalisation :ndex have to pay to the Federation a sum
determined in accordance with a prescribed formula and the amounts
so collected are distributed to the States whose tax capacity index
is less than the equalisation index. :

54. The tendency towards centralisation has been viewed with
increasing disfavour in Switzerland, where the proposals to transfer
from the Cantons to the Federation, by means of formal constitutional
amendment, the purchase tax, certain stamp duties and the direct
taxes on income were vetoed in a referendum in December 1953.
These proposals envisaged that in the distribution of the centralised
taxes, the poorer Cantons should benefit; and those Cantons did in
fact support the proposals. The opposition to the formal transfer of
taxing powers from the units to the centre was, however, widespread
and it prevailed.

55. In the Nigerian Federation, the distribution of revenues has
been based on the principle of origin or derivation. Out of the cen-
tral taxes mentioned in the constitution of Nigeria as revised in 1954,
the import duty on motor Spirit in its entirety, half the Import and
excise duties on tobacco, one half of all the other import duties, half



the export duties. half the cxcise duty on beer, the proceeds of
personal income tax, and mining royalties were devolved on the
constituent regions and distributed as nearly as possible by origin.
This scheme of distribution is now due for revision

56. The Rhodesian constitution provides, among other things, for
the devolution to the States of not less than thirty-six per cent of
the federal taxes on income and export duties, and not less than two-
thirds of the sales and turn-over taxes.

57. We mav refer finally to the const.tution of Pakistan, which
came into force in March, 1956, While the pattern of federal financial
relations embodied in this constitution is generally similar to that of
+he Indian Const'tution, there are some differences. Sales taxes are
centralised and railwaye provincialised; there is no provision for the
distribution of estate duty on non-agricultural property, while there
is a permissive provision enabling the Federal Government to distri-
bute any export duty or any specified tax. The Pakistan constitu-
tion provides also for the appointment of a Finance Commission
Pending the recommendations of that Commission, the existing
ceheme of distribution of revenues as adopted at the time of  the
unification of West Pakistan has been maintained, subject fo a minor
adjustment on account of the collections attributable to federally-

administered territories.

58 A noticeable trend in all federations has been the progressive
_jncrease in the size of federal payments to the states. For the three
major federations which have been referred to in the earlier para-
graphs of this Section, this growth is illustrated by the figures set

out in the following table:
Fiscal vear  Fiscal year

1631-52 1956-57
8. A uin & mitlions]
Nt federal evpenditure in aid of Statcs and focal govern-
ments . z.604 3.317%
CANADA (in & millions}
Tax rental poyments and cratulory suberdive . . . i 2oy £
Grante for unemploymen: assistance. oid-age assistance.
pensions and allowances for blind and diczbled persons,
health gran:.. and pniversity grants . . 37-3%* 9275
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Fiscal vear Fiscal year
1951-52 . 1956-§7
AUSTRALIA (in £A millions)
s Tax reimbursements, special financial assistanee, special

grants and payments under the financial agreement . 162730 204-82

‘Commonwealth aid for roads, grants to universities, and
grants for lofig-service leave in the coal-mining industry,
encouragement of meat production, Western Australia
water works, mental institutions and imported houses, :
price control reimbursement and tubercuiosis benefits . 20459 3Begzer

*Bxcludes grants from the federal highway trust fund, estimated at $ 1,137 millions
in fiscal year 1957,

**Excludes $ 77-2 millions on account of old-age pehsions as they have since been
federalised.

*#**Excludes LA 14+77 millions paid to the States from the Nstional Welfare Fund,
£A 1-36 millions paid on account of agricultural and other services and LA 14-23
millions paid for assistance to primary producers. .

Nors.-~Figures for Australia under column 2 are for 1952-53.

VL. Principles of Grants-in-aid

-59. Article 280(3) (b) of the Constitution casts on us the duty of
recornmending the principles which should govern the grants-in-aid
of the revenues of the States.

80. It would be interesting to recall the scope of grants-in-aid in

the scheme of devolution under the Government of India Act, 1935,
which set the pattern for such devolution. Sir Otto Niemeyer, on
whose award the scheme was based, treated grants-in-aid as a form

. of residuary assistance for certain Provinces after taking into account
the sharing of taxes and the adjustment of debt. While' estimating
_the overall fiscal need of a Province, he took note of the differences
in administrative needs which, he thought, could not be obliterated
by Central assistarce on a basis common to all the Provinces. He
recognised the responsibility of each Province to ensure budgetary
equilibrivm and was anxious to set those Provinces, which were
suffering {rom chronic budgetary deficits, on an even financial keel,
without. endangering the solvency of the Central Government. He
took an intecrated view of the finances of the Centre and tne
Provinces and recognised that any scheme of devolution, which



Fiscal year Fiscal year
195152 . 1956-57
AUSTRALLA (in £A millions)
» Tax reimbursements, special finanzial aszistance, special
grantre and payments under the financial agreement, . 16230 204-82
Communwealth aid for roads, grants to universities, and
grants for lohg-service leave in the zoal-mining industry,
encouragement of meat production, Western Australia

water works, mental institutions and imported houses,
vrice control reimbursement and tuberculosis benefits . 2059 38rgytr*

*HExcludes grants from the federai bighway trust Jund, estimared art § 1,137 millions
inn fiscal year 1957,

Frtiwcludes £ 77-2 millions on acconnr of old-age pehsions as they have singe been
federalised,

***Excludes LA 1477 millions paid to the States from the National Welfare Prnd.
£4 136 millions paid on acconnt of agncidiiral and other services and £A 14 23
willions paid for assistapce o primtary producers.

Sove -~ Figares for Australix onder colume o oare for 195051,

VL Pripeiples of Grants-in-aid

A8 Article 280(3) (b} of the Constitution casts en us the duty of
recomending ihe principles which should govern the grants ig-aid
af the revenues ni the States.

4. 1 owondd be interesting 1o recall the scope of grants-in-aid in
the scheme of devolution under the Governmeni of India Act, 1935,
whichy sei ithe pattern for such devolution. Sir Oito Niemeyer, on
whose sward the scheme was based, ireated grapnis-in-aid as a form
of residuary sssistance for certaim Provinces after taking into aceount
the zharing of taxes and the sdjusiroent of deht While' estirnafing
the oversll fiseal need of a Provines, he tonk note of the differenccs
in administrative needs which, he thought, could wot be obliteraied
by Central assisiance on 2 basis common te all the Provinces. He
recagnised the regponsibility of sach Provinece io snsure budgetary
eguilibrinm snd was anxious fo sei those Frovinces, which weoere
suffeving from chronie budgetary Jeficits, on an even financia)l keel,
swithoul endangering the solvenicy of the Ceniral GGovernment. He
foak an intedrated view  of the finances of the Centre and  ipe
Yrovinces and recognised thet any  scheme of devolution, which



the export duties, half the excise duty on beer, the proceeds of
personal income tax, and mining royalties were devolved on the
constituent regions and distributed as nearly as possible by origin.
This schere of distribution is now due for revision. -

56. The Rhodesian constitution provides, among other things, for
the devolution to the States of not less than thirty-six per cent of
‘the federal taxes on income and export duties, and not less than two-
thirds of the sales and turn-over taxes.

57. We may refer finally to the coenstitution of Pakistan, which
came into force in March, 1956. While the pattern of federal financial
relations embodied in this constitution is generally similar to that of
the Indian Const'tution, there are some differences. Sales taxes are
centralised and railways provincialised; there is no provision for the
distribution of estate duty on non-agricultural property, while there
is a permissive provision enabling the Federal Government to distri-
bute any export duty or any specified tax. The Pakistan constitu-
tion provides also for the appointment of a Finance Commission
Pending the recommendations of that Commission, the existing
scheme of distribution of revenues as adopted at the time of the
unification of West Pakistan has been maintained, subject to a minor
adjustment on account of the collections attributable to federally-
administered territories.

58. A noticeable trend in all federations has been the progressive
. jpcrease in the size of federal payments to the states. For the three
major federations which have been referred to in the earlier para-
graphs of this Section, this growth is illustrated by the figures set
out in the following table:
Fiscal year  Fiscal year
1951-52 1656-57
. 8. A. (in & millions)

Net federal expenditure in aid of States and local govern-
Tents . . . . . . . . . 2,604 3,317%

CANADA {in & millicns)
Tay rental pavments and statatory subsidics . . itz 2056

Grants for unemployment assistance, old-age assistance.
pensions and allowances for blind and disabled persons;
health gran:s, and university grants . . . E TRk il 92+ 5



sought to help the fAnancially weaker Provinces, involved subsidiza-
tion at the expense of the financially Stronger Provinces. He saild
1{hat “some Provinces are ‘nivinsically better off thar others and at
the moment iess wrgently v qeed of additional resources, and It 18
both fair and inevitable that & certam measure of correchive should
he applied, even if it means that Provinces which have been able 1o
maintain higher slancards of administration should now fo some
slight extent have {o progress more slaw.v . The seprreciives’ he
applied to the scheme of devointion of revenues were deht adjust-
ment, unconditional .;rantss-in-aid other tived or tapering, and In
the ecase of the jule-growing Provinces o larger share of the net
proceeds ol the jute export dufv.

g1, After the INiemeyor award, the perspective changed as a result
of independenee and the new coneceplion of closc financial collabora-
Lion between the Union and the States on the basis of a national plan
of economic development. It was 0o longer merely a questicn of
higher ot lower “ytandards of adminisiration” in the restricted sense.
“The transition from = police stale 1o A welfare state brought about
fundamuntal changes 1 the scope of govermuental functions and
resulted in widening the content of fiscal need. Nevertheless, the
basic overall approach of Niemeyer still remaing valid; the States
and the Union have 1o balance their budgels within their available
vesources and the needs of the States, which cannot be mel by devolu-
tion of shares of taxes, have to be covered by grants-in-aid.

62. The principle:; rormulated by the previous Finance Commis-
<ion for regulating grants-in—aid of the revenes of the States are, if
we may say so, upexceptionable. They suggested that the budgetary
needs of the States shou!ld be the starting point for determining the
assistance reguired by the States, but that the needs thus disclosed
chould be adjusted with regard to certain other considerations. First,
the budgets of the States should he reduced to a comparable basis by.
making adjustments in respect of abnormal, unusual and non-recur-
ring items of revenue and expenditure. Secondly, due allowance
chould he made for welear cases” of {ailure of States to maximise tax
effort. Thirdly, n arder not {o place a premium upon extravagance.
the States endeavour 10 secure reasonable economies in expenditure
should be taken intn consideration. Fourthly, where standards of
spcial services in any Quate are significanidy lower then in others, it
chould qualify for special assistance. Fifthly, special disabilities. of
States due to abnormal conditions hevond their control should be
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provided for. Lastly, grants may be made to certain States for the
furtherarnce of broad purposes of national importance, such as primary
education, in respect of which they may be specially backward.

63. We see no reason for departing from this hasic approach to the
problem of grants-in-aid, although our emphasis on the varioys
principles laid down by our predecessors has been influenced by
subsequent developments. We endorse the principle of fiscal need
and interpret fiscal need comprehensively by taking into account the-
impact of the completion of the first five year.plan and the needs of ‘
thé secomd, We bave, as in the Past, taken an integratéd'VieW'U‘.f'the
finances of ihe Yinion ang the States and the financia) capacity of the
Union o assist the Stutes, after meeling its own essentia] commit-
ments.  We have sought to formulate a scheme of grants-in-aid
which should, ynder nermal conditions, enable the Siates to balance
their budgets after meeting their normal revenue expenditure as wel]
as the revenue expenditure incidental to the execution of the second
five year plan. We have, as far as possible, reduced the State budgets
to a comparable basis. We have also made allowance for the various
tactors by which the computation of budgetary needs has to be
adjusted and have treateg grants-hi-aid as residuary assistance to the
States after taking inie account devoluion of revenue in other forms.

64. Our predecess s thought that, while considering the eligibi-
lity of a State for a grant-in-sid and the amount of such aid, dye
weight should be given fo tax effort, so that the States, which raise
adequaile resources through taxation, are not penalised and no
prerium is put upon lack of self-help. The principle of tax effort
is bnexcepiionable, but, gs they themselves admitted, “it is only in
clear cases of inadequate taxaijon” that it should affect the quantum
of assistance which the States may be otherwise guajified to get.
“Clear cases” of madequate taxation are d'fficult to determine. Low
ber copile  taxation n poor States may simply be evidence of low
taxable capacity. An agricultural State with a Jow Jevel of purchas.-
ing power has to maintain a cornparatively high level of per capitg
expenditure to sustain a reasonable standard of public services, An
industrial State can raise & much larger per capita revenue than an
agricultural State, even though the kinds and rates of taxes are the
game in both, Tt is, therefore, difficuli to decide whether a State is
taxing its people adequately in relation to their income and taxable
capacity. Some kind of empirical judgment is inevitable. In our



assessment of tax effort we have sasamed that if a State raised addi-
i for the plan, it will have done

tional revenus which % bag promir
s part.
T 65, Another ctasiderabews,  which weighed with the pueviows
Cammiasion. is L fanction of grants-in-aid in reducing mequalitier
iny ihe stancards of basic social services in the States. We recognixe
thgt mmrnienance  of certain  important services at a  minimum
nationai tevel may wstify giving special grants-in-aid.  Since tofal
resources are Hmiied, this can be achieved only by stages. We have
taken the view thal it is the £msiion of the Planping Commission
< the MNational Devalopment Couneil to ensure she equalisation, s»
ax vtraeTicabba of the standard of essential sowal services w ifig
7o the extent that plan expendihy
inenrred on reising ibe bevel of social serviees has become coeaz e

Siates of the Hmion e
expenditure, we bave tskew 1l sein account  For our schane ~d
develytion, we have gecepled ihe plan as ensuring an equitable deve
loprmesit m Lhe Hidd of social servies There s, therefore, now o
rootn o any sranis o ihes fieblosoch as the grant for expansion of

pritnary clonaticn recomnmendad by ihe last Commission.

S8 Phe prowipbes of grameson ol which we recomanend, are s

(G The ohigitahniy of o Sisie Lo grantsan-ad aad ibe mmound
af such dd showdd depend wpoit i d5cald need s s aongres
Nemeave aepse, Beow Upion, in which the Cenive amd ihe

Siates weoperale for planned developrent, granigdress:d

should bserve thiz end, Priorities nod provisions on the

oan ifeed] choold deterrme the ficrai needs for Jeveline
meni {0 ithe period of the plan,

fr The gap beiwesn the ardnary revenae of 3 56 apf ke
noemal fneseapable expenditure shoakd se far as ossible,
ne el By sharmg of faxes. Grapisapeard  shoisd be
targily g residuary form of assistance given In the form of

perneval and uncenditiohsl grands,.

$63) tivands for broad parposes may also be  given,  While
by tost, thay should be grants-in-ard of 1:r-.vén;1e:w\. bk ihe
Atates would be under an abligatisn to spend ‘he whole
ameunl i Furtherance of the brosd ourposas
Where fhose purposes are provided for in 2
sive plan, there will be no scope for such grants,

abed,

mbre e
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VII. Review of State Finances

67.'We shall now review briefly the trends in the revenue and
<xpenditure of the State Governments during the period following
the report of the last Commission. We propose to confine this review
to the four years ending 1955-56, although the recommendations of
the last Commission covered the year 1956-57 as well. This is
because the financial picture was altered in November 1956 by the
reorganisation of States. The four-vear period is also convenient as
it covers the last four years of the first plan and the actuals of these
years reflect the impact of the plan on the State revenues.

68. Before dealing with individual States it will be interesting to
‘view the picture for all the States taken together. In the four vears
covered by our review, the States excluding Jammu and Kashm'r,
which was not included- in the last Finance Commission’s scheme, had
a cumulative revenue deficit of Rs. 57 crores. In this period, the
Tevenue expenditure on schemes included in the first five year plan
amounted roughly to Rs. 333 crores. The States received from the
Union, under article 282 of the Constitution, grants amounting to
Rs. 133 crores while they raised additional revenue of Rs. 77 crores.
For the remaining plan expenditure amounting to Rs. 123 crores, they
were able to utilise Rs. 66 crores which they had as surplus from their
-ordinary revenues and devolution under the scheme of the first
Finance Commission, leaving an uncovered deficit of Rs. 57 crores.
The scheme of devolution recommended by the last Commission did
not make any direct provision for implementation of the first five
~ year plan; it, however, turned out-to be quite liberal in relation to

the normal expenditure of the States and for most of them left a
substantial margin which helped them in implementing the plan.
Because of this liberal devolution, the States did not find it necessary,
-during the period of the first five year plan, to hold up any scheme
for lack of funds, although some of them ran into sizeable deficits.
The States did not also find it necessary to draw to any substantial
-extent upon their accumulated reserves for augmenting their
revenues. For all Part A and Part B States together. excluding
~Jammu and Kashmir, the total withdrawals from reserves during the
last four years of the first five year plan amounted onlv to Rs. 22
-crores. Bihar withdrew in this period Rs. 8 5 crores, Bombav Rs. 35
crores, Madhva Pradesh Rs, 7-02 crores and Uttar Pradesh Rs. 2-92

Crores,

69. We may now turn to a consideration of the position of indivi-
‘dual States. Bombay, Madhya Pradesh, Punjab, Rajasthan, Travan-
-core-Cochin and Uttar Pradesh ended this four-vear period with

H

-
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67. We shall now review briefly the trends in the revenue and

~xpenditure of the Slate Governments during the period {oliowing
the report of the last Commission.  We propose Lo con fine this review
to the four years ending 1055-56. althpugh the cecommendations of !
the last Commission covered the vear 1956-87 as well, This 18

hecause the financial picture was altered in November 1926 by the

reorganisation of States. The tour-vear period is also consement as

it covers the last four vears of the first plan and the actuals of thesc

years reflect the impact of the plan ou the Htate revenues

68. Before dealing with individual States 1t will be interesting to
view the picture for all the States taken together. In the four years
covered by our review, the States excluding Jammu and Kashm'r,
which was not included in the last Finance Commission’s scheme, had
A cumulative revenue deficit of Rs. 57 crores. In this period. the
revenue expenditure on schemes included in the first five vear plan
amounted roughly to Rs. 333 crores. The States received from the
Union, under article 282 of the Constitution, grants amounting to
Rs. 133 crores while they raised additional revenue of Rs. 77 crores.
For the remaining plan expenditure amounting to Rs. 123 crores, they
wore able to utilise Rs. 66 crores which they had as surplus {rom their
ordinary revenues and devolution under the scheme of the first
Finance Commission, leaving an uncovered deficit of Rs. 57 crores.
The scheme of devolution recommended by the last Commission did
not make any direct provision for implementation of the first five
year plan; it, however, turned out to be quite liberal in relation to
the normal expenditure of the States and for most of them left a
substantial margin which helped them in implementing the plan.
Because of this liberal devolution, the States did not find it necessary,
during the period of the first five year plan, to hold up any scheme
for lack of funds, although some of them ran irto sizeable deficits.
The States did not also find it necessary to draw to any substantial
extent upon their accumulated reserves for augmenting their
revenues. For all Part A and Part B States together, excluding
Jemmu and Kashmir, the total withdrawals {from reserves during the
iast four vears of the first five yvear plan amounted onlv to  Rs. 22
oroves. Bihar withdrew in this period Rs. 8-5 crores. Bembav Rs. 3-4
crores, Madhva Pradesh Rs. 7'02 crores and Uttar Pradesh Rs. 2-82

crores.

69. We mav now turn to a consideration of the position of indivie
Jual Seates. Bombav, Madhva Pradesh, Punizh, Rajasthan. Travan-

Tely
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assessment of tax effort we have assumed that if a State raised addi-
tional revenue which it has promised for the plan, it will have done
its part.

65. Another consideration, which weighed with the previous
Commission, is the function of grants-in-aid in reducing inequalities
in the standards of basic social services in the States. We recognise
that maintenance of certain important services at a minimum
national level may justify giving special grants-in-aid. Since total
resources are limited, this can be achieved only by stages. We have
taken the view that it is the function of the Planning Commission
and the National Development Council to ensure ihe equalisation, as
far as practicable, of the standard of essential social services in the
various States of the Union To the extent that plan expenditure
incurred on raising the Jevel of social services has become cornmitted
expenditure, we have taken it inte account. For our scheme of
devolution, we have accepted the plan as ensuring an equitable deve-
lopment in the field of social services. There is, therefore, now no
room for amy grants in this field, such as the grant for expansion of
. primary education recommended by the last Cornmission,

66. The principles of grants-in-aid, whick we recornmend, are as
follows:

(1) The eligibility of a State to grants-in-aid and the amount
of such aid should depend upon its fiscal need in a compre-
hensive sense. In a Union, in which the Centre ang the
States co-operate for planned development, grants-in-aid
should subserve this end. Priorities and provigions in the
plan itself should determine -the fiseai needs for develop-
ment for the period of the plan.

{i1} The gap between the ordinary revenue of a State and is
norrnal inescapable expenditure showld, as far as possible,
, be el by sharing of taxes. Grants-in-aid should be

largely a residuary form of assistance given in the form of .
general and uncondxtlonal grants,
S

(iii) Grants for broad purposes may also be given. While
they last, they should be grants-in-aid of revenues, but the
Statns would be under an obligation to spend the whole
amount“ in’ furtherance of the broad purposes indicated,
Where those purposes are provided for in & (omprehenn)
sive plan there will be no scope for such grants.



substantial revenuse surpluses while Andhra, Assam, Bihar, Hyder-
abad, Madras Orissa. Pepsu, - Saurashtra ind West Bengal had
substantial deficits, Madhya Bharat and Mysore having a nominal

surplus. The table below shows the cumulative surplus or deficit
~f each State for this period:
fRupecs in lLikhs)

State Surl‘;\ius Deficit
Andhra . . . . . .. 1101
Assam . . . . . . 313
Bihar . . . . . 943
Bombay . . . . . 935 ..
i{yderabad . . . . . .. 293
Madhya Bharat . . . . 43
Madhyva Pradesh . . . . 445 ..
Aadras . . . . .. 2521t
Mysore . . . . . 2y .
Orisza . - . . . . S42
P:psu . . . . ve 2nt
Punjab . . R . . 248
[Rajasihan - . B . . 39z
saurashira - . . e
ravancore Cothiv . - . . 6HG
itar Pradesh, . - - 374 ..
Wesl denga . . . - . 2545

el 380 G092
MNet rdefici . . 7

*Eor oenposite Madras apte Sepremebeae 1953 and for rosiduary Madras thereafier,

Yi the iransfers to revenue from reserves during  the period  ace
ayehuded, Bombay’s surplus drops to Rs. 5-85 crores and  that of
itigr Tradesh to a marginal Rs [-82 crores, while the surplus of
Madhys Fradesh is converted intoe a deficit of Bs 237 crores and the
Jedieit of Bihar raised from Ks. & 48 croveg to KHs 17 88 crgies,

T Phe relatively comforiable position of Bombay, Punjab  and
THiar Fradesh was Jue to their way effors;  these three Siazies raised
Fe 28 crares. Hs. 45 croves and Bs 11 crores respectively during the
pesod. The deficits of the remaining Sates refect the anpact of The
;w_igrﬁrs o thelr revennes and, exeent n ithe case of Asam alse theay
falizre ta raise fhe additlonai revenoe expected of them,  In the case

of Apdhre ihe position appears ‘o have been  sggravated by  an

dinbipizre o s ordinary revenne oogiiion,

T3 The tota) reveriie of the Stsies, excluding Union  grants

ana
shares of divigible Union tages and transfers from revenge

reserve
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funds, showed a significant increase from Rs. 332 crores in 1951-52 to
Rs. 415 crores in 1955-56. Of this increase, Rs. 55 crores occurred
under the principal revenue heads. Land revenue, which accounted
for a little less than 20 per cent of the revenue from principal heads
n 1951-52, accounted for a little over 25 per cent in 1955-56, the yield
rising from Rs. 48 crores to Rs. 78 crores, largely the result of the
abolition of zamindari. The revenue from State excise duties
declined from a little over Rs. 49 crores in 1951-52 to Rs. 42 crores in
1855-36, its share in the total revenue declining from 20 per cent to
14 per cent. Stamps and Forests showed a slight increase but there
was no significant change in their position as components of the
revenue. Receipts from motor vehicles rose from Rs. 9-79 crores in
1951-52 to Rs. 15.67 crores in 1955-56, while ‘Other Taxes and Duties’
expanded from Rs. 87-95 crores to Rs. 104-27 crores.

72. Part of the increase in the revenue of the States was due to
the additional taxation imposed during the period. The first five
vear plan assumed that, in the period covered by it, the States taken
together would raise a sum of Rs. 230 crores for finaneing the plan.
In most States, the additional taxation fell far short of the target,
only Assam, Bombay, Punjab and, to a certain extent, Rajasthan
being exceptions. The statement below shows the target fixed for
the individual States and the amounts actually raised by them,
according to the estimates of the Planning Commission:

- (Rs. in crores)

Achievement
Five Achievement expressed as

State . year (1951-56)  a percenlage
target of target

Assam . . . . . . . 35 23 9429
Bihar . . . . . . . 73 3-0 41710
Bombay . . . . . . . 23'% 240 ‘102+13
Madhya Pradesh . . . . . 109 2:3 2170
Madras (including Arndhra’ - . 30-7 §-c 20-36
Orissa . . . . . . . 9-4 20 2128
Punjab . . . . . . . 50 45 Q0-00
Uttar Pradesh . . . . . 502 11°0 21-gI
West Benga: . . . . . 369 45 12-20
Hvderabad . . . . . . . 744 10 13°51
Madhya Bharat . 49 2:7 55010
Mysore g2 3°0 32061
Pepsu 4°1 04 9-76
Rajasthan 3+3 246 7879
Saurashira 4+ 2.3 4468
Travancore-Cochin 11°0 6-0 5455

Toral . . . 23042 Bo-4 34°9r




73, Qut of the add:tional revenue raised during the period of the
frst five vear plan, about 30 per cent was accounted for hv  sales
caves and taxation of motor spirt and tebaccd and 20 per cent by

mofor vehicies, passenger and carriage taxes. The balance  was
raised by a number of minor taxation measures. Taxation of land
contributed very little and, except in Uttar Pradesh, irrigation raies
also did not contribute any sizeable amount.

in the yield of the principal heads of revenue In
d to that in 1951-52 was RBs. 55 crores. A state-
yield from the principal heads of revenue is

74. The increase
1955-56 as compare
wise analysis of the
given below:

Rupees in <rores)
Yield from Yield from

principat principal
heads of  heads of

State .

revenue in o revenuc .

1931-52 Tg55-36
Andhira * 14 7
Assam . . . 641 10 63
Bihar 1556 1513
Bombay 3603 (et
Ivderabad 2189 182
Madhya Bharat 781 GG
Madhyva Pradesh 1618 17 0%
Madras 17H3FE 042
Mysure ’ 658 933
Orissa 638 & ~f
Jepsu 4 3% 4 79
Punjat S-h7 10 Tk
Rajasthan T1-49 1 yfs
Suurashtra 296 3 Ui
Travacore-Cochin 10°34 1o
Littar Pradesh 3007
West Bengal 2336
ToTa . 24%- 4%

ncluded in Muodros,
*# | nelades Andho

The improvement was of the nrder of B per cent per annum, it
was due partly to the normal expansior: of revenue, partly 1o -
creased reccipts of land revenue in ceriain States owing to the aboli-
tiop of zamindari and partiyv to the additional taxation, mentioned

earlier, imposed for financing the plan.



7. A disturbing feature in the revenue position of most States
was the deterioration in the net receipts from irrigation and electri-
city undertakings. An analysis of the net return in respect of irriga-
tion works other than multi-purpose projects is given below: —

Net receipts from irrigation works (c-ommercial) after deduction
of interest charges

(Rupees in lakhs)

State 195152 1952-53 1953-54 1959-55 1955-56
Andhra . . . .. (+)40:60 (—) 221 ‘74 (—)230-00
Assam . . .. .. . . ..
Bihar . © (=)28-32 (—)304 (=29 84 (—)46-67 (=47 00
Bombay . . {(—)28-03 (—)17:62 {(—)28 98 (—)48-05 (—)64-00
I\iadhya Pradesh .. T . . : ‘e
Madras . . (—97-90 (~)180-31 (—)z251-96 (—)106-68 (—)z201-00
Orissa . . (—)10-67 (—12-32 (—19-39 (—)23-69 (—)40-00
Punjab . - (+)s7-89 (4+)131-19 {+)185-85 (+)138-97  (4)63-cc
Uttar Prade.l; - (F)136-31 (+)96 21 (-+)192-87 (4320841 (+)47-co.
West Bengal . (—)21-13 (=22 -6g (1195 (—)29 179 (—319-co
Hyderabad . {-—)8-04 (—)11-00 (—ig-25 (—)g-25 (—)1r-00
Madhya Bhara: . .. .. .. .. {(+)2-00
Muysore . . (+)3-14 (4930 (+)z-43 (42438 {(+)7-cc
Pepsu . - (43697 (4)35-03 (+)40°28  (+)34-47 (+)1-c0
Rajasthan | . (+)9-24 (—)5-77 (—)16-95 (+)4-a1 .-
Savrashtra | . (—}5-00 (—)8-86 (—)13-41 (—)18- 30 (—)25-00
Travancore-Cochin (—)o-47 {(—)1-07 (—o-g6 (~—)3-84 (—Y7-00

. e

Torar {(+343-90 (+)g-0s (+)79-74 (—)116-84  (—)s14-c0

e -
Note :—Interest not debited to the major head “I7—~Irriga§i,on, Navigation, Embank-
ment and Drainage Works (Commercial)” in Hyderabad, Madhya Bharat, Mysore and -
Pepsu,

It will be seen that at the end of the first five year plan only twe
States, namely, Punjab and Uttar Pradesh, were able to obtain a net
return from productive Irrigation works after meeting interest and
other charges.

76. There has been noticeable delay in the utilization of major
irrigation works and tubewells. For all Part A and Part B States,
excluding Jammu ang Kashmir, it was anticipated in the first five
vear plan that an additional 8.3 million acres or so would be brought
under irrigation in the area commanded by major projects. Recent
estimates put this figure at less than 4 million acres.

“7. The delay in the utilisation of cosily works naturally imposes
a heavy financial burden. The fuli extent of this  burder on the
revenue budgets is not yet apparent, because in respect of a number



il

o aatoroyor's, like Bhakra Nangal, Hirakud and Chamba!, which
are in Loe Process of construction, the interest on outlay is still being

dded to capital. We aoprehend that some time towards the end of

rhe second five year plan period, when some of these projeéts will be
gompieted, the impact on the revenue rudgets of the results of their
working will cause anxiety.

78. In respect of electricity undertakings only four States, namely,
Madras, Mysore, Punjab and Uttar Pradesh, derived, according to
+he information supplied to us by the State Governrnents, an appre-
ciable net return after providing for interest and other charges. The
fnancial results in other States were far from satisfactory. The
broad position is indicated by the tahle below:—

Total net receipts from electricity schemes in the four Yyears
ending March, 1956

{Rupees in lakhs}

Andhra . . . . . . —233%
Bihar . . . . . . —52
[{vderabad . . ) . . —II
Madhya Bharat - . ) . . REETN
Madras . . . . - E80*
Mysore . . : . . - 1.49
Orissi . . . . . —59
{Pespu . . . . + 34
Punjab . . . . 4 197%*
[Rajasthan . . . . —7yt
Saurashtra . . . . P
Travancore-Cochin® . . —54
Uttar Pradest: - . +87%
West Bengal . : —3t

*Tpcludes for the year 1953-54 actual results of undertakings located in the Andhra
and  Madras  areas respectively.

*¥Taken (rom budgets; in all ather cases, based OO acrual results of the major
undertakings as furnished by the Siare {ioyarnimenss.

tFar fhree vears ending March 1as.

79, 1n a formal sense, this problem, perbaps, is no longer the direct
coneern of the State Governmenis, Since Electricity Boards have
heen eslablished in 30me Qiates and will soon  be established in
oihers, The mere transfer of  ibe pndertakings  to  autonomous
siaiutory boards will nat, however, solve the problem. The State
(rovernments should take adequate step!s to ensure that  these
bLoards are run in such manner that they  are sble to meet the
interest burden on the outstarsling foans due to the States. States,
which are nol NOW levying an clectricity duty because the =iectrical
undertak ngs are stabe-owned, may srangther: the'r revenue pOSi-
tion by levying il.

s
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80. Concern was expressed by the States deriving appreciable
net revenue from electrical undertakings about the adverse effect
on their revenues of the transfer of the State undertakings to the
Electricity Boards. The payments by these Boards of interest on
account of the capital loaned to them by the States has not been
accorded sufficient priority in the Electricity (Supply) Act, 1948
and there is reasonbale ground for apprehension that the States
may not be able to collect regularly even the interest from the
Boards. Further, the Boards being subject to income tax, - the
States, which have been getling a net revenue from eleetricity
undertakings, are now likely to lose part of it.

81, In more than one State, there has been accumulation of losses
in the working of transport, industrial and commercial undertak-
ings. There seems to be inadequate appreciation of the need to
run such undertakings on a commercial basis and with a view to
bringing a net return to the State exchequer.

© 82, In a number of States, there has been a steady increase in

recent vears in the accumulated arrears of revenue. To some extent,,
particularly in the case of arrears of land revenue and irrigation
rates, this might have been due to failure of crops. We were,
nevertheless, left with the impression that sufficient attention was
not always paid to the recovery of these arrears. The position
appears to be the same in the case of loans also. It is hardly neces-
Sary to emphasise the need for reducing’ the overdue arrears, as this
will materially assist the States in implementing their develop-
ment plans.

83. The total expenditure met from revenue, excluding transfers
to revenue reserve funds, rose from Rs. 409.-57 crores in 1851-52 to
Rs. 609-08 crores in 1955-56. Expenditure: on tax collection showed
a significant increase of 57 per cent, rising from Rs. 35-59 crores in
1851-52 to Rs. 55-94 crores in 1855-56. Land revenue accounted for
nearly 60 per cent of the increase; in certain States large sums
were set apart for payment of compensat’on on the abolition of
zamindari, while in many others increased expenditure was incur-~
red on survey and settlement. Interest charges rose bv nearly 200
per cent. reflecting a steadv inerease in the States’ debt, mostly for
financing the execution of capital schemes in the plan. During this
period the public debt of the States rose from Rs. 390 crores at the
end of 1851-52 to Rs. 1163 croves at the end of 1955-56. Expenditure



o

on Administrative Services increased by ahout 12 per cent, the bulk
of it occurTing under General " Administration and Police,  the
expenditure on the former rising from Rs. 337 crores to Rs. 42-41 '
O s ana tnat on' the latter from Rs. 54-9 crores t0 Rs; 5824 erores.
snditure on soclal services incressed by 557 ver cent, mostly on

Expe
account of Jevelopment. Expendituce on fducation increased from
public Health

Rs. 830 crores to Rs. 98-89. crores, on Medical and
from Rs. 29-21 crores to Rs. 4456 crorep on. Agriculture from
“Rs. 187 wrores to Rs. 95-78 arores, on veterinary Services from
Rs. 4-07 crores, to Rs. 5-62 crores and “on Cd-op’errafffd_ni_; ‘from
‘Rs. 375 erores to Rs. 6-32 ¢rOres. Misb%l;é,héous and other expendi-
ture rose bY §0 per cent, mainly under “Ciyil ‘Works., In ‘many
States, larger Sums were spent on maintenance and minor WOrks
while in some others there Wwas also considerable expenditure ©n
ficod and famine relief. On the whole, non-developmental expendi-
ture appears to have risen at @ pace somewhat more rapid than was
envisaged in the plan, but part of the increase was perhaps up-
avoidable. . '

g4. The main points brought out bY tne review of the States’

revenue and expenditure may now be gumrnarised:

{a) The scale of de\_rolution recommended by the 1ast Finance
! Commission was generally adequate for the normal
expenditure of most States and left for many of them 2

sizeable surplus for meeting their plan expenditure.

(b) The tax sffort of many Stales during this period fell far
short of the expectations of the Planning Commission. If
they had raised the resources expected of them, some of

the States, which ran into deficits, might not have done S0

due loans in some

{c) The jevel of arrears of revenue and over
i) efforts would

States is & matter of concern and spec
seem to be necessary 1o reduce these arrears.

the States is inereasing rapidly on
mentation of the plan. A considerable
dweight debt 'and the
revenues.

(d) The public debt of
accourit of the imple

art of it may turn

cost of its servicing

autatr be dea
wil e ol general
Efforts should be made to. ensute that irrigation  lectri-
city, transport, coramnereial &Nt industrial sche.uss vield
the maximurm revenue so s to keep down the n=t burden

of interest charges.




87. We have omitted from oyr estimates a)] items. of 5 capital
hature. Most of the Stateg hag ‘already remoyeq from the Tevenue
budgets many such items as a result of the Suggestions made tq the -
State Governments by the Government of India. October 1955,
The object Was to transfer from the revenue hudget to the capitap

budget an items of expenditure whijch created tangible assets. Thig

estimated at Rs, 359 CTotes. The bylk of this liability hag accrued in; .
two States, nNamely, Bihar ang Uttar Pradesh, The sums involved
in the case of scme other States, Namely, Rajasthan, West Benga],
“Madhya Pradesh ang Andhra.'Pradesh, are appreciable though net



{e) Expenditure has been steadily rising as a result of deve-
lopment; non-developmental expenditure has risen at &

sare somewhat in evcess of that envisaged by the plan,

VIII. Assessment of Needs of States

85. in examining the claims put forward by the States, our main
objective has been to ensure that the States should have sufficient
revenues to meet normal expenditdre and their commitments in
respect of the plan expendiiure on revenue account.

o6, For arriving at what may be regarded as a reasonable level of
normal or.committed expenditure, certain adjustments have been
made by us to secure uniformity in classification.

87. We have omitted from our estimates all items of a capital
pature. Most of the States had already removed from the revenue
budgets many such items as a result of the suggesilons made to the
State jovernments by the Government of India in Qctober 1955.
The object was to transfer from the revenue budget to the capital
pudget all items of expenditure which created tangible assets. This
change is not unreasonable in a period of expansion though, under
ordinarily circumstances, there may be justification tor meeting un-
productive capital expenditure from revenue. It may also be sup-
ported by the argument that the State Governments, which now
derive about 30 per cent of their budgeted revenues from payments
made in some forum of Ciher by the Union, are nat justified in pre-
senting to the Union Governmen® an exaggerated picture of their
needs on revenue account, by inc uding within that account expen-
diture which can be reasonably treated as of a capital nature.

a3 No provision has been made by us for payments from revenue
towards the capital cost of the abolition of samindari. The total
amount of comnpensation cannot yet be closely estimated, as in some
Siates like Bihar the Jetailed information, which is necessary for
this purpose, is still being collected. Op a rough estimate, however,
the capital payments for the extinction of all proprietary and inter-
mediary rights in land (excluding rehabilitation grants) bas been
estimated at Rs. 380 crores. The bulk of this liability has accrued in
two States, namely, Bihar and Uttar Pradesh. The sums involved
in the case of scme other States, namely, Rajasthan, West Bengal,

ATadhva Pradesh and Andhra Pradesh, are appreciable though no%
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on Administrative Services increased by about 12 per cent, the bulk

~of it occurring under General - Administration. -and Police,." the .-

expenditure on the former rising from Rs. 33:7-crores to Rs. 42 -41

-erores-and that on'the latter from Rs. 54-9 crores to Re;: 5834 cfores,

- Expenditure on social services increased by 557 per cent,-mostly on

account of development. Expendifyre on Education iricreased from

Rs..60-30 crores to Rs: 98-89 craores;"on Medical and Public Health
“Rs. 1887 Trores fo Rs. 25-78 “erores, on Veterinary Services from
"Rs. 407 ‘crores’ %o Rs. 5-BZ"?crbte:é‘-‘aﬁé“"_”or_i"f.' Cp-opgmrafl:on‘ﬁ om
"Rs. 375 crotes to Rs. 6-32° érores, “Miscellaneots and other expendi-
ture rose by 60 pércent, iqha'ihly"uhafe}_ Civil 'Works, ’A':_'I',rj,'f""inahy_
States, larger sums were spent on maintenance and minor works
‘while in some others there was also considerable expenditure on
fiood and famine reliéf. On the v‘.rhole, non-developmental expendi-
ture appears to have risen at a pace somewhat more rapid than was
envisaged in the plan, but part of the increase was perhaps un-
avoidable, )

84. The main points brought out by the review of the States’
revenue and expenditure may now be summarised: -

(a) The scale of devolution recommended by the last Finance
'~ Commission was generally adequate for the  normal
- expenditure of most States and left for many of them a

sizeable surplus for meeting their plan expenditure.

(b) The tax &ffort of many States during this period fell far

. short of the expectations of the Planning Commission. If
- they had raised the resources expected of them, some of
the States, which ran into deficits, might not have done so,

(¢} The level of arrears of revenue and overdue loans in some
States is a matter of concern and special efforts would
seem to be necessary to reduce these arrears. ,

(d) The public debt of the States is increasing rapidly on
‘account of the implementation of the plan. A considerable -
part of it may turn out?in _be deadweight debt and the
cost of its servieing wil fs1 on general revenues,
Efforts should be made *.ensure that irrigation . -rlectri-
city, transport, commereial and industrial schemes yield
the maximum revenue so as to keep down the net burden

\ of interest charges.
417 AN ~Af R 4

Rs. 29-21 crores to Rs. 44-56 clores, .on.  Agriculture from

from



as large as in respect of Bihar and Uttar Pradesh. For the remain-
ing States, the capital payments are not considerable.

o s oo o moehing 1 pvpenditure o (ompensation

jo not uniform, but the States bave ey sdopted  the eractioe
of setting aside in some Way {he additional land revende which has
accrued to them from the abolition of zamindari for meeting the
capital cost of compensation.  This practice is apparently intended
to make zarnindari abolition scli-financing, the capital cost heing in
cffect writlen back to revenue over a limited period. This throws
on excessive burden on the revenue budets. In our view, th» cost
of compensation for zamindari abolition <hould be met from outside
the Tevenue account. Accordingly, no provision has been made for
it in our estimates. Interest on the capital cost of zamindari aboli-
tion is, however, & legitimate charge on revenue and allowance has

been made for it.

09. Tt has been the practice in certain States to provide in the
revenue budgets substiantial sums for amortisation of debt. Such
provision has been excluded from our estimaies 617 committed
expenditure. In the present circumstances, when the public debt
o. the States is incroasing and the States depend in 2 substantial
measure on devolution of Ceritral revenues {for meeting even thelr
committed expendiiure, it seems unrealistic to provide for araortisa-
tion of debi from revenus ag suci: provision has, in effect, to come
fron. further develution of Central revenues. We are wholly in
{avour of amortisafion of debt from revenue, if it could be met out
¢l a real revenue surplus. But now no State has such a surplus.

01, In certain Stales, special funds for meeting spocific tems of
¢ pondiiure have been constituted to which transfers  are made
{roen revenue. Where such transfers are made for financing capital
outlov, they have been exciuded. But when they are for meeting
cxpenditure normaltly chargeable to revenus, such as maintenance
¢penditure, we have includ.d them in our estimate of committed
expendliure.

a2, The reorganised States have to unify the taxation laws in-
1er.ted from the {ormer States. AS it is not possible to assess the
smrncial effect of such unification. we have not taken any account
o it in our estimates.

93, Our estimeatcs of the States’ resources have been made on the

1,41 ¢he cost of any extension of prohibition will be met

gyt 4
ors .tt’l:“x.f}‘i Ll

Yoo Eoecins taxatich.
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94. As regards plan expenditure and the rever i expecied to be
raized for it from new taz:ation, the point arose whather wa should
confine our recommendations to the four years - 97-30—18%0-51, the
remaining period of the second plan, #nd we decided that our recome
mendations shoyld cover a five year period: For jur estimates, we
have taken the revenue expenditure of the second plan as agreed to
between the Planning Commission and the States as the develop-
ment expenditure for the five years ending 1961-62. The amounts

involved for the States are as follows:—-

(Rupees in  crores)

Total Revenue ex-

expenditure  penditure in-

State on the second  cluded in the
five year total alan

plan outlay shown

n the pre-
ceding column

Andhra Pradesh . . 175 54
Assam . . . 53 36 ’ -’\1
Bihar . . . 94 77
Bombay . . . 330 102
Kerala , . . 87 28
Madhya Predesh . 151 70
Madras . . . 52 43
Mysore . . . 146 39
Orissa . . . 100 27
Punjab . . . 163 14
Rajasthan . . . 105 31
Uttar Pradesh . . . 253 93
West Bengal . . . 154 . 53
Jammu and Kashmir . - 34 10
Total . . . 2162 TOG

We have also assumed that the revenues to be raised by the States
and the specific grants to be made to them by the Un’on during our
five year period will be of the same order and on the same pattern
as in the second five year plan.

95. No provision has been made in the second five year plan for
the interest charges on the capitai to be borrowed by the State
Governments during the plan period; it has been assumed that these
charges would be met from the income accru'ng from the schemes
financed from such borrowing, Many States contended that this
assumption was unrealistic and that, as the additional burden invol-
ved was likely to be large, it should be included in any estimate of



plan expenditure taker. by us for our scheme of devolution. We
would ordinarily have done so. But this was not necessary because

we have not included in the ncome available to States the receipts
from the new tax on railway fares which, we expect, will meet the
interest charges.

96. It was difficult to estimate accurately the addition to . the
committed expenditure of the States on account of the post-inten-
sive community development and national extension service
schemes during the period to be covered by our recommendations.
We, however, expect that the revenue accruing to the States out of
the net proceeds of the estate duty will be sufficient to meet it.

97. In our scheme of devolution we have sought to close the
revenue gap for each State as nearly as possible and we helieve that,
with reasonable prudence on their part, all the fourteen States
should be able to bhalance their revenue budgets.

IX, Distribution of Income Tax

98. Under article 270, we have to make recommendations in
regard to three matters, namely,

(a) the percentage of the net proceeds of income tax to bz
assigned to the States; ™

(b) the distribution among them of the States’ share; and

(c) the percentage of the net proceeds which shall represent
proceeds attributable to Union territories.
Before we deal with them, we should like to summarise briefly the
views placed before us by the State Governments on the first two
which concern them.

99, The States were unanimous in suggesting an increase in the
percentage of the net proceeds now adsigned to them. Andhra
Pradesh, Assam, Bombay, Madhya Pradesh, Orissa and Uttar
Pradesh wanted the Gtate: share to Lz «wised from 55 to 60 per cen.
Punjab and Jammu and Kashmir, to 65 {1 cenl Bjl.ar Keiala and
Mysore. i« 70 pet cent aad Rajasthan iv 75 per pept Taeten . dic
not indicate any figure but suggested thit the deagll - old
be materially increased. The West Bengal Government did not
suggest any percentage but, concentrated on the principles of distri-
bution. Andhra Pradesh, Kerala and Uttar Pradesh desired the
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inclusion of corporation tax in :he div'sible pool; Andhra Pradesh,
In addition, suggested the inclusion in ihe zool of the Central sur-
charge and Kerala, the tax on Union emoluments and pensions,

100. As regards the principle: of distribution of the States’ share
there was a wide divergence of opinion. In West Bengal's view, the
only method consistent with the language of article 270 of the Con-
stitution was for the prescribed percentage of the net proceeds to
be distributed among the States on the basis of attributability, by
which they meunt collection, adjusted to provide for payments by
assessees of one State into the treasuries of another and for any
element of rent or royalty arising in one State and included in the
profits assessed in another. Andhra Pradesh, Bihar, Kerala, Madras
and Uttar Pradesh suggested population as the sole criterion. . Orissa
proposed that 80 per cent should be distributed on the basis of
population, weighted for +ie scheduled castes, scheduled tribes,
backward classes and rural population, and the balance on the basis
of area. Assam proposed that 20 per cent of the States’ share should
be distributed on the basis of origin as shown by the ratio of the
hational income arising in the State to the total national income of
the country and the balance on the basis of area-cium-population.
Rajasthan proposed that 80 per cent of the States’ share should be
distributed on the basis of population and 10 per cent on the basis
of the revenue needs and backwardness of the States, the balance
being earmarked for the border States. Punjab did not indicate any
specific formula, but suggested that the distribution should take into
account the population and needs of a State, a small portion, say 19
per cent, being credited to a development fund for backward States.
Mysore suggested the distribution of 10 per cent on the basis of
collection and 90 per cent on the basis of population. Jammu and
Kashmir proposed that half the States’ share should be distributed
on the basis of population and the other half on the basis of area.
Madhya Pradesh wanted that population weighted for scheduled
castes and tribes should be the sole criterion, Bombay suggested
that a third of the States’ share should be distributed on the .basis
of population and the balance on the basis of collection, after leaving
a small reserve for meeting special needs; if this were not acceptahle,

~ the State Government suggested a return to the formula of Sip Otto

Niemeyer which, according to them, gave equal weight to population

" and collection.

101. We shall first deal with the determination of the share of
the net proceeds to be assigned to the States. Income tax has ceased



to be an expanding source of revenue it once was. While in future,
with the progressive expansion of economic activity and the plug-
ging of tax evasion, there may be some improvement in the yield, it

is unlikely that there will be any very large increase in the revenue
from this tax. It is obvious that in the changing pattern of Union
taxation, income tax cannot be a major factor in the devolution of
further revenues to the States. We, nevertheless, feel that some
increase in the States’ share of this tax is justified in view of the
unanimous desire of the States. After a careful review of the matter
in all its aspects, we have come to the conclusion that the percentage

of the net proceeds assigned to the States should be raised from oo
to 60.

i
v .
[

.- -

102. Some States have suggested the inclusion of corporation tax,
the tax on Union emoluments and the surcharge on income tuX levied
for Union purposes in the divisible pool, We are unable to consider
these suggestions as they are against the provisions of the Consti-

tution,

103. We now turn to the problem of distribution of the share
assigned to the States. The claims put forward by the States gene-
rally follow those put forward before the last Finance Commission.
In their report, our predecessors have exhaustively dealt with the
validity of these claims. They have also dealt ai some iength with
the argument advanced by West Bengal, and repeated before us,
that the constitutional provisions require the Centre, after retaining
the prescribed percentage of the net proceeds allocated to it, to
return the balance to the States on the basis of attributability of the
tax, which they equate to collection, subject to minor adjustments.

104. We have considered de novo all the claims put forward by
the States. We find ourselves in substantial agreement with our
predecessors that such considerations as the propertion of the
scheduled castes and tribes and backward classes in the population,
the area of the State, its backwardness etc, are not relevant to a
ccheme for the distribution of a tax. We also agree, for the reasons
given by them, that there i1s no legal basis for the Wes? bengal claim
that the Union is in some way required to return to the States
the income tex attributable to thera after retamine its share

105, We may consider the two principles, namely, population and
collection. on the basis of which the States’ share is now distributed.
Topulsiion has found the widest measure of support ‘among the
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States, while collection has been urged, in the main, by the iwo
industrially advanced States of Bombay and West Bengal. In all
previous schemes of distribution, some weight has been given to
collection but this has been reduced in favour of population. In our
opinion this has been a move in the right direction. Twenty vears
ago when income tux first came to be distributed, it could have been
argued that the agricultural States had a substantial income from,
and an expandng source in, land revenue, which had to be balanced
by giving a larger share of income tax to the industrial and com-
mercial States. Land revenue has now become a comparatively less
important source in all States. The growth of revenue from sales
taxes, motor vehicles tax and other taxes like electricity duties and
entertainment and passenger taxes, to which the urban population
makes a proportionately larger contribution, has created a situation
in which the States, which are more urbanised and industrially
developed,.are in a financially stronger position than those which
are not so well developed or urbanised. The main justification _for
giving a larger share of income tax to the industrial States has,
therefore, ceased to exist. Considering that, in this country, income-
tax is paid by an infinitesimal portion of the population and that the
bulk of the tax arises out of business incomes which, in the context
of the economic integration of the country and the disappearance
of barriers to inter-state trade, is derived from the country as a
whole, the principle of collection can no longer be considered an
equitable basis of distribution. While, as pointed out by our prede-
cessors, there may be a case for weightage being given to collection
In the restricted field of personal incorne tax, we hive come to the
conclusion that, taking all faetors into account, collection should be
completely abandoned in favour of population as the basis of distri-
bution. This may result in a loss to a few States where collections
are concentrated and their revenue position should be safeguarded by
taking it into account in the overall devolution. As, however, we
do not desire to cause a sudden break in the continuity, we propose
that the distribution of the States’ share should be 10 per cent on the
basis of collection and 90 per cent on the basis of population. This
-should make it easy to complete, in due course, the process of elimi-
-nating the factor of collection aliogether and distributing the entire
,amount of the States’ share on the basis of population.

106. In this, as in all other matters, where population has to be
taken into account as a factor in the distribution of taxes, we have

adopted the population figures of the 1951 census as the only practi-
cable basis. We are aware that a continuous stream of refugees has



heen coring into West Bengal from East Pakistan since that census.
We do aot think it ight to readjust the nopulation of West Benga
on this account, as other factors such as variations in birth ana death

rates, inter-state migration, etc., may have produced changes of
.population in other States. In our recommendations relating to
grants-in-aid under article 275, we have taken note of the difficulties
of West Bengal arising out of the influx of refugees.

107. As regards the actual manner of distribution of the States’
share in each year, we agree with the first Finance Commission that
it will be convenient both to the States and to the Union if the shares
are expressed as fixed percentages. We recommend that gixty per
cent of the net proceeds in any financiai year of taxes on income
other than agricultural income, except in so far as those proceeds
represent proceeds attributable to 'Tnion territories or to tames pay-
able in respect of Union emoluments, he assigned to the States and
distributed among them in the following manner:

Sraig Percentage
Andara Pradesh . g-12
Assam . . . . 2-44
Bihar 9-94
Bombay . . . . . B 15°97
Kerala . . . . s . . 3-64
Madhya Pradesh . . 672
Madras 8-40
Mysore . » . 514
Orissa . . * . « . . 3473
Punjab . . . « . . B 424
Rajasthun 409
Uttar Pradesh 16°36
West Bengal . . . . . . 10-08
Jarmmu and Kashmir . . . . 1-13

108, We further recommend that one per cent of the net proceeds
of the income tax be prescribed as the net proceeds attributable to
Union territories.

X, Division of Union Excises

100, Prior to lst April 1952, no duty of excise was shared between
the Union and the States. The first Fioance Commission broke new
ground when they recommended ithat, with effect from 1952-53, 40
per cent of the net proceeds of the exeise Juties on matches, tobaceo
Gncluding smanufactured tobacceo) and vegetable produaté should
he Jistributed among the Siaies in proportion to their population
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This recommendation was accepted by Government and embodied
in the Union Duties of Excise (Distribution) Act, 1953. In the case
of Jammu and Kashmir, after its financial integration with India
from 1st April 1954, sums equivalent to 40 per cent of the net pro-
cends of these excise duties levied and collected by the Government _
of India in that State were paid to it, under.an agreement entered
into with that State, until st April 1957, when that State came
within our scheme of distribution. ’

110. With taxes on income ceasing to be an expanding source of
revenue, it is obvious that any further substantial devolution of
revenues to the States by sharing of taxes will have to come from
Union excises. The coverage and vield of these duties have expand-
ed considerably in recent years. While in 1952-53, excise duties w.re
levied on thirteen commodities giving a net yield of Rs. 83-03. crores,
the number of commodities has rizen to twenty-nine with a total net
yield of Rs. 259-57 crores in the budget for 1957-58.

111. The State Governments were asked for their suggestions in
regard to the range of dutiable commodities which should be shared
between the Union and the States, the proportion to be allocated fo
the States and the principles which should govern the distribution
of the States’ share,

112. All States asked for an increase in the number of commo-
dities the duties on whitch should be shared. Bihar, Kerala, Mysore,
Rajasthan, Uttar Pradesh and West Bengal suggested the inclusion
of all excise duties in the scheme. Orissa wanted the duties on
sugar, paper, tea and cotton cloth to be added; Assam, the duties on
sugar, cotton cloth, motor spirit and tea; Punjab, the duties on
sugar, cloth and tyres; Madhya Pradesh, the duties on sugar, kero-
sene, ten, cotton cloth and non-essential oils; and Bombay, the duties
on sugar and cotton cloth. Andhra Pradesh and Madras did not
make any specific suggestion, but desired the inclusion of as many
duties as possible, or at least the duties on major articles, Jammu
and Kashmir suggested the addition of duties on sugar, tyres and
cloth.

113. As regards the States’ share of the divisible duties, Assam,
Bihar, Bombay, Madras, Orissa, Punjab, Uttar Pradesh, West Bengal
and Jammu and Kashmir suggested 50 per cent; Andhra Pradc h,
Kerala and Madhya Pradesh, 60 per cent; and Mysore and Ra: s-
thaxr, 70 per cent.

.
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1i4 Several suggestions Were made about the principles of
distiipution of the shares allocated to the States. Andnra Pradesh,
Bihar, Kerala, Madhya Pradesh, Madras and Uttar Pradesh suggest=-

ed population as the sole criterion; Bombay and West Bengal favour-
ed consumption. C:issa proposed that 80 per cent should be distri-
Luted on the basis of population with a weightage for scheduled
castes, scheduled tribes, backward classes and the rural population,
and the balance on the basis of area. Assam suggested the distri-
bution of 80 per cent on the basis of population, weighted according

to area, and the balance on the basis of origin which, they thought,
was easy to trace as the duties were levied zt the production slage.
Rajasthan proposed the distribution of 80 per cent on the basis of
population, 10 per cert with reference to the backwardness of the
area and 10 per cent on the basis of needs for developing the indus-
tries on the products of which Union excises are levied. DMysore
recornmended the distribution of 50 per cent on the basis of popula-
tion and the rest on the basis of collection. Punjab did not make
any specific recommendation.

115 As already mentioned, it was urged by a number of States
that all excise duties should be shared. We have carefully consider-
ed this suggestion and have come te The conclusion that, for the
present, it is neither necessary nor sxpedient to make such a sweep-
ing change. But we feel that we shall be meeting the general wish
of the States if we widen the range by increasing the number of
duties to be shared. We have, accordingly, decided that to the three
dutics which are at present shared, uviz.. duties on matches, tobacco
(includmg manufactured tobacco) and vegetable products, should
be added the duties on sugar, tea, coffee, paper and vegetable non-
essential oils. As to the States’ share of these duties, keeping in
view the sum we propose to transfer to ihe Staies from Union dufies
of excise in our overall scheme of devolution, we consider that it
should pe 25 per cent. The reduction iu the share now allocaied to
the States out of the duties on tobucco, vegetable products and
matches will be more than made good by the widening of the range
of diwsible duties and each State will receive a larger sum from
this source than at present.

{16 We now turn to the distribution of the States’ share of the
divisitle exeiges, The last Finance Coramission suggested that con-
suraption of the taxed commodities could provide a suitable hasis for
dis-i,;rimi,ia;n vl in the shsence of any reliable dats of congumpiion,
ihey recommended population as indicating the nearest mea::ﬂre of

e
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consumption. They also suggested that arrangements should he
made for the collection of statistics of consumption of the more
important commodities subject to excise. Such statistics are still
not avatlable so that in this matfer we are in no better position
than our predecessors. While it is possible to hold that consumption,
if accurate data were available, may provide a suitable basis of
distribution, it must be borne in mind that distribution on the basis
of consumption may operate in favour of the more urbanised States
which are also in a position to raise substantial revenue from sales
taxes on such consumption. “On the whole, we feel that it is prefer-
able to continue population as the sole basis for distribution. But
the practical effect of such distribution would now be to place a few
States in a more advantageous position in relation to the rest. We
felt that, in the present circumstances, a small corrective in favour
of the latter States would be justified. We have accordingly decided
that 90 per cent of the States’ share of the divisible Union excise
duties should be distributed on the basis of population, the balance
of 10 per cent being used for adjustments.

117. We accordingly recommend that—

(1) 25 per cent of the net proceeds in any financial year of
the Union duties of excise on matches, tobacco (including
manufactured tobacco), vegetable products, tea, coffee,
sugar, paper and vegetable non-essential oils be paid to
the States; and,

(2) this amount be distributed among them in the following

manner: —
State Percentage
Andhra Pradech o . . . . 9-38
Assam . . . . . . . 346
Bihar . . . . . . 10°57
Bombay . . . . . . . 12-17
Kerala . . . . . . . 3-84
Madhya Pradesh . . . . . 746
Madras . . . . . . . 756
Mysore . . . . . . . 6-52
Orissa . . . . . . . 4-46
Punjab . . . . . . . 4°59
Rajasthan . . . . . . . 4-7I
Uttar Pradesl: . . . . . . 15°6g
West Bengal . . . . . . 7469 -

Tarmmn and Wachmir . . f . 178



X7J. Grants-in-aid i lien of Jute Export Duty

118, Under the Government of India Act 1835, the net proceeds

of the export duty on jute and jute products were shared with the
Provinces of Assam, Bihar, Orissa and West Bengal. The Con-
stitution does not provide for the sharing of any duty of customs
between the Union and the States, but to enable these States to fill
the gap in their revenues caused by the elimination of these receipts,
provision was made in article 273 for the payment of grants-in-aid
to them for a limited period in lieu of the assignment of any share of
these duties. This pericd will expire with the financial year 1959-64.
These grants-in aid were fixed sums, unrelated to the aciual yield
from the export duty; and although owing to the suspensicn of the
duty »ad the ban on exports, the revenue has almost been wiped
out during the last three years, these States have continued to

receive fixed grants-in-aid,

119. In their representations, the Governments of Bihar and West
Bengzl desired that the existing grants should be permanenily
secured to them as grants under article 275. The Government of
Assam suggested that the amount of the grant should be recalcuiated
with reference to the increase in the preoduction of raw jute since
1949-50, as the last Commission took into account the production in
that vear in arriving at the amounts of the grants-in-aid recom-
mend=d by them., The Government of Orissa suggested that the
total sum of Rs. 315 lakbs, which the States were receiving, should
be redistributed among them on the basis of the relative production
of jute in these States during the years 1952-53 to 1955-56. They also
suggested that the grants-in-aid should be continued after 1959-60
and if there was any constituticnal diTieulty in extending the period
prescribed by article 273, corresponding amounts should be paid as
grants-in-aid under article 275 scparately and specifically on this

account,

190 We have to make recommendations as to the sums which
should be preseribed as grants-in-aid for the three years 1957-58 to
1952-60. These grants-in-aid have had no relation to the actual
reveniue of the Government of India from the export duty on jute
and jute products. There is. {herefore, no question of relating them
in any way to the production of jute. We think that the amounts
mentioned in our interim report, which are equal to the sums pres-
cribed on the recommendations of the first Finance Comrmisgion, s
subsequenily readjusted on account of the trausfer of certain areas



from Bihar to West Bengal, should continue 1ill these grants autom
atically cease at the end of the financial year 1959-60. We accordingly
recommend that the sums to be preseribed under article 275 be as

follows: —
{Rupe.s inn Jakhs)

Assam 7500
Bihar . . .- . . 7231
Orissa . . . . . 1200
West Bengal . . . : . 152°69

121. The disappearance of these grants-in-aid after 1859-G0 will
cause dislocation in the finances of these Stateg, and we have made
due provision for this in our scheme. We should like to make it
clear that this should not be construed as giving support (o any
claim that for the future these States are entitled to be compensateu
for the disappearance of these grants. Their claim for assistance
under article 275 will have to be on a par with those of other States.
The anemaly of some Stales receiving compensation for their chare
in the past of what is now a nor-sharabl» Central tax was a tem-
porary feature introduced in the Constitution for historical reasons
and with the expiry of the preseribed time limit, it should disappear

altogether.

XII. Grants-in-aid of Revenues

122, We now turn to the problem of determining the States which
are in need of assistance and the amount-of the grants to be recom-~
mended for them under the substantive portion of article 275 (1) of
the Constitution.

\

123, In our scheme of devolution, we have sought to provide for
both the committed needs of the States and their necds for imple-
menting the five year plan, to the extent to which the expenditure
has 1o be met from revenue. We have, as far as possible, iried to
meet the requirements of the States by giving them shares of taxes.
For most of them, however, this devalution, on a vasis common for
all the States, falls short of their total needs and we have tried to

make good the deficiency by grants-ir-aid.

124. The grants-ir-aid, which we are recommending, sve much
te 4

larger than the grants-in-aid paid to the Etatcs in {he pasl. This is
rmainlr dne tn the faet thet, in the past, the reguircmenis 7 e
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States for development were not fully taken into account, while -ve
have done so. It should, however, be clearly -understood that the

sums recommended by us, while justifled in the context of the second
five year plan, are not to be taken as indicating the permanent

requirements of the States for their o:dinary budgetary needs.

195. In the assessment of the overall needs of the States, we have
assumed that in the five years ending 31st March 1962 revenue expen-
diture on development would be on the same scale as in the second
five year plan and would throw a net burden of the order of Rs. 228
crores on the State revenues. A state-wise analysis is given below: —

+
{Rupees i1 corers)

Total Addition- Grants Balance

expen- al likely to be met]
State diture revenue to be frem cur-
to be met to be received renl re-
from raised* from the venue
revenue Union

Arnuihra Praodesh - . . . 54 10 22 z1
Assarn . . . . . . 36 4 10 22
Bibar . . . 77 27 28 22
Bombay - . . . - . 102 23 44 R
Kerala . . . R . . 23 § ] It
Madhva Pradash . . . 70 21 26 23
Madras . . . . . . 45 LI 22 12
Mysore . . . . . . 39 [ 12 13
Orissa . . . . . . 27 8 9 10
Punjzb . . . . . . 44 ¥8 16 10
Rajasthan . . . . . . 31 3 ¥z II
Uttar Pradeshs . . . . 93 43 36 14
West Bengal . B, . . E 53 15 25 13
Jammu and Kashirox . . . . 10 .o 4 5

Totsl . . . 709 206 275 228

*Figues of Beonorae Division of the Planning Comuifssion—see Appendin X,

126 By ihe devolution of revenue which we propose, the States
will be receiving a significant measure of assistance which will enable
ihem to implement the plan. We wish tu emphasise that they cannot
depend wholly on this; they will still have to help themselves by
raising at ieast the additional revenue expecied of them towards the
exceution of the current plan, by securing all possible economies in




settled between the State and the Union Governments, will be
permanently stationed in the Naga hills at the cost of the OState

Government. Assam will be anable to meet this additional expendi-
ture and ad hoc assistance shouid be given to it by the Umon.

For Bihar, we recommend & grant-in-aid of Bs. 3-b crores a year,
1o be raised to Rs. 4-25 crores in each of the last two vears for the
reason mentioned in the case of a sim'lar increase recommended for
Assam. The grani-in-a’d to Bihar is intended wholly to enable it
to meet ils commitments under the five year plan.

For Kerala, we recornmend 2 grant-in-a‘d of Rs. 1-%5 crores a year.
This will assist the State to implement the five year plan.

For Madhya Pradesh, we recommend a grant-in-aid of Rs. 3 crores
z year. This will assist the State to implement its development plan.

Mysore has been materially affected by reorganisation, and is in
need of special assistance for meeting both its ordinary and plan
deficits. We recommend a grant-in-aid of Rs. 6 crores a year for this

State.

For Orissa, we recommend a grant-in-aid of Bs. 3-25 crores a year,
10 be raised to Rs. 3-D crores in each of the last two years for the
reason explained in the case of a similar increase recommended for
Assam and Bihar. Orissa is in need of assistance both for its basic
requirements and for implementing the five year plan.

For Punjab, we recommend a grant-in-aid of Rs. 2:25 crores a
vear. This State has special problems as a border State, with the
scars of partition not wholly healed.

For Rajasthan, we recommend a grant-in-aid of Rs. 2-5 crores a
year, mainly to enable it to implement its five year plan.

West Bengal is still n a difficult position; its economy and its
administration are being strained by the influx of refugees from East
Pakistan and it needs substantial assistance. We recommend a
grant-in-aid of Rs. 3'25 erores a year. West Bengal’s revenue in the
Jast two vears would be seriously dislocated by the disappearance of
‘he grani-in-a‘d under article 273. The grant-in-aid recommended
“or that State should be raised to Rs. 4-75 crores in each of these two

Vears.

Tor Jammu and Kashmir, we recornmend a grant-in-aid of Rs. 3
erores & vear. For some time to come, the State is likely to need
scsistaner. he » for its ordinary requirements and for its development.
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"31-The table belocw summarises our r=o s

/ .
-/ ingros

“re 1957-58  IusS-9 [9ig-de aec-.l o ooi2 Tom
Andhra Pradesh 1-00 ERY) LT o
Assam 375 3°73 373 bos ELA
Bihar 350 3750 1057 L . TG D
Kl 173 £-75 [ 73 {ors 575
Meadhya Pradesh 3-00 3400 3Co 3z T i3
Mysore 5-00 A+Q0 600 630 &0 1300
Orissa 325 3-25 325 3-50 3430 15-79
Punjab 225 225 a-25 225 22 Iy
Rajasthan 250 250 2:350 250 250 12-50
West Bengal . 3-25 3°23 3725 475 4.75 1525
Jammu and Kashmir 3-00 300 3-co 3-00 3-00 15-CcO

Total . 36-25 36

-25 36-25 39-50 3950 187-75

132. Since our scheme of devolution involves substantial transfer

of resources for implementing the revenue portion of the plan, which:
for most States is reflected in the grants-in-aid recommended for

them, we considered whether we should make any part of the i

grants-in-aid conditional on such implementation. We would have

liked fo do so, if the assistance provided under our scheme had
represented the major part of the expenditure. Under our scheme,
the States will be receiving a little less than a third of the outlay
and a little over a third will come by way of specific assistance from
the Union under the plan; for the balance they will have to raise
their own resources. We have, therefore, decided not to impose any
condition on the grants-in-ajd recommended by us.

XTI Distribution of Estate Duty

133. Under article 269 of the Constitution, astate duty on property
other than agricultural land is to be levied and collected by the
Union, but the net proceeds, except the proceeds attributable to
Union territories, have to be assigned to the States and distributed
among them in accordance with the principles forrnulated by law of:
Pariiamaent,

134. Estate duty was first levied in this country in 1953 and the
total collections upfo 31st March 1957 have , amounted te about
Rs. 4% crores. Pending Parliamentary legislation, the net proceeds
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settled between the State and the Union Governments, will be
permanently stationed in the Naga hills at the cost of the State
Government. Assam will be unable to meet this additional expendi-
ture and ad hoc assistance should be given to it by the Union.

For Bihar, we recommend a grant-in-aid of Rs. 3'5 crores a year,
to be raised to Rs. 4:25 crores in each of the last two years for the
reason mentioned in the case of a similar increase recommended for
Assam. 'The grani-in-a‘d to Bihar is intended wholly to enable it
to meet its comimitments under the five year plan.

Tor Kerala, we recommend a grant-in-aid of Rs. 1-75 crores a year.
This will assist the State to implement the five year plan.

For Madhya Pradesh, we recommend a grant-in-aid of Rs. 3 crores
a year. This will assist the State to implement its development plan.

Mysore has been materially affected by reorganisation, and is in
need of special assistance for meeting both its ordinary and plan
deficits. We recommend a grant-in-aid of Rs. § crores a year for this
State.

For Orissa, we recommend a grant-in-aid of Rs. 3'25 crores a year,
to be raised to Rs. 3-5 crores in each of the last two years for the
reason explained in the case of a similar increase recommended Jor
Assam and Bihar. Orissa is in need of assistance both for its basic
requirements and for implementing the five year plan.

For Punjab, we recommend &a grant-in-aid of Rs. 2:-25 crores a
year. This State has special problems as a border State, with the
scars of partition not wholly healed.

For Rajasthan, we recommend a grant-in-aid of Rs. 2'5 crores a
-year, mainly to enable it to implement its five year plan.

West Bengal is still in a difficult position; its economy and its
administration are being strained by the influx of refugees from East
Pakistan and it needs substantial assistance. We recommend a
grant-in-aid of Rs. 325 crores a year. West Bengal’s revenue in the
tast two yvears would be seriously dislocated by the disappearance of
the grant-in-a’d under article 273. The grant-in-aid recommended
sor that State should be raised to Rs. 4'75 crores in each of these two
vears.

~ For Jammu and Kashmir, we recommend a grant-in-aid of Rs. 3
.crores a vear., For some time to come, the State is likely to need
.nesistance. bi-h for its ordinary requirements and for its development,
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have been provisionaily distributed among the States in the same
ratio as the States’ share of the divisible pool of income tax.

135, A variety of suggestions wers” made by the States in regard
to the prineiples of distrihution Andhra Prodesh, Bihar, Kerala,
Punjab and Uttar Pradest proposed popuiation as & suitable basls,
Mysore suggested that 90 per cent should be atlocated on the basis
of population and 10 per cent on the basis of collection; Madhya
Pradesh, hali by population and Lalf in proportion to the population
of scheduled castes and scheduled tribes; and Orissa, 20 per cent on
e basis of area and the balance on the basis of population with a
weightage {for scheduled castes, scheduled tribes and  backward
classes. Assam wanted the portion aitributable to immovable pro-
perly to be distributed by location and the balance on the principles
adopted for the distribution of income tax, while Madras tuvoured
distribution in the same proportion as income tax. West Bengal was
for distribution on the basis of attributability and Bombay, o the
basis of collection. Rajasthan propased that 80 per ceni should be
distributed on the basis of population and 10 per cent on the basis
of backwardness and revenue needs, the balance of 10 per cent being
reserved for border States. Jammu and Kashmir wanted the distri-
bution to be half on the basis of population and half on the basis of
area.

136. Estate duty being a tax on property, the basis of location
would be the most appropriate principle of distribution. It is, how-
ever, not possible to apply this principle in the case of the part relat-
ing to movable property, which may be included in an estate, and in
respect of it some general principle of distribution such as population

e inescapable.

i37. We, therefore, recommend: —

(1) 1 =t eul of the net roceeds of the duty in any financial
P y ;
vear, a sum equal to one per cent be retained by the
Union as preeceds attributable to Un'on terrifories;

7y the ba'ance be spportenedsi et frarogvabis property
anc of 2ar property in the ro.dc o 2008 walhi o al
cuch properies bronght mio ssses mes in e

(1. sun thus epport oned to immovable pro erty be distri-
¥l :

1o ed among “he States in proportion fe the gross value of

¢ ieowmavs 0 reperty located in gach Siaie:
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(4) the sum apportioned to property other than immevable
property be distributed among the States in proportion to
their population. The percentage share of each State will

| - be as follows:—-

State Percentage
Andhra Pradesh . . 8-76
Assam . . . . 253

- Bihar . . . . 10-86
Bombay . o I13-52

Kerala . . 379
Madhya Pradesh . . 7°30
Madras . N . 8-_40
Mysore . 543
Orissa . 410
Punjab . 4-52
Rajasthan . 447
Uttar Pradesh 17-7%
West Bengal 7737
Jammu & Kashmir . 1-24

138, We also recommend that the principles of distribution sug-
gested above take effect from the financial year 1957-58. In respect
of the preceding period, their application will be difficult owing to
reorganigation of the States and will require laborious calculations.
As the total amount involved is not considerable, we recommend
that the distribution already made be legally ratified.

XIV. Union Loans to States

139. The next question to be considered is the modification, if any,'
in the rates of interest and the terms of repayment of the loans made
to the various States by the Government of India between -15th
August 1947 and 31st March 1956. )

140. In recent years there has been a phenomenal growth in the
number and amount of the loans given by the Government of India
to the States. On 15th August 1947, the total debt of the Previncial
Governments to the Centre was only Rs. 43-97 crores. Between that
date and 31st March 1951, the number of loans had risen by about
220 and the outstanding amount had gome up to Rs. 195-41 crores.
During the period of the first five year plan, namely, from 1st April
1951 to 31st March 1956, the number of outstanding loans rose by
about 2570, the total outstanding debt on the latter date being



(4) the sum apportioned to property other thao jimmovable

property be distributed among the States in propartion to
their population. The percentage share of cach State will

be as followss -~

Srate, Percentage
Andhrce Pradesh, . 8-76
Assam - . . 2-5%

- Bihar - . . 10°56

Bombay . 1352
Kerala 1-78
Madhrya Pradesh T oan
Madras . %40
Mysore . 5743
Qrissa . 4+10
Punjat 4-52
Rajasthan 4747
Uttar Pradesh 1771
West Rengal 737
Jammu & Kashmir 124

138. We als» recommend that the principles of distribution sug-
gested above lake effect from the finaneial year 1957-58. In respect
of the preceding period, their application will be difficult owing to
reorganisation of the States and will require laborious calculations.
As the total amount involved is not considerable, we recommend
that the distribution already made be legally ratified.

XIV. Union Loans to States

139. The next question to be considered is the modification, if any,
in the rates of interest and the terms of repayment of the loans made
to the varicus States by the Government of India between -15th
August 1947 and 31st March 1956. '

140. In recent years there has been a phenomenal growth in the
number and smount of the loars given by the Government of India
to the States. Om 15th August 1847, the total debt of the Provincial
Governments to the Centre was only Rs. 43-97 crores. Between that
date and 3lst March 1951, the number of loans had risen by about
220 and the cutstanding amount had gone up to Rs. 195-41 crores.
During the.period of the first five year plan, namely. from ist April
1951 4o 3ist March 1956, the number of ouistanding loans rose by
abott 257G, ithe total outstanding debt on  the laiter dale heing
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have been provisionally distributed among the States in the same

ratio as the States’ share of the divisible pool of income tax.

135. A variety of suggestions were made by the States in regard
to the principles of distribution. Andhra Pradesh, Bihar, XKerala,
Punjab and Uttar Pradesh proposed population as a suitable basis.
Mysore suggested that 90 per cent should be allocated on the basis
of population and 10 per cent on the basis of collection; Madhya
Pradesh, half by population and half in proportion to the population
of scheduled castes and scheduled tribes; and Orissa, 20 per cent on
the basis of area and the balance on the basis of population with a
weightage for scheduled castes, scheduled tribes and hackward
classes. Assam wanted the portion aitributable to immovable pro-
perly to be distributed by location and the balance on the principies
adopted for the distribution of income tax, while Madras favoured
distribution in the same proportion as income tax. West Bengal was
for distribution on the basis of attiributability and Bombay, on the
basis of collection. Rajasthan proposed that 80 per cent should be
distributed on the basis of population and 10 per cent on the basis
of backwardness and revenue needs, the balance of 10 per cent being
reserved for border States. Jammu and Kashmir wanted the distri-
bution to be half on the basis of population and half on the basis of
area.

136. Estate duty being a tax on property, the basis of location
would be the most appropriate principle of distribution. It is, how-
ever, not possible to apply this principle in the case of the part relat-
ing {0 movable property, which may be included in an estate, and in
respect of it some general principle of distribution such as population
is jnescapable.

137. We, therefore, recommend: —

(1) t at out of the net proceeds of the duty in any financial
vear, a sum equal to one per cent be retained by the
Union as preceeds attributable to Unlon territories;

(7) the ba'snce be apporticredii, i oer irrmovable property
and ¢f or properly in the roiic o ihe eross valie ot al’
such properties brought into asses:meq’ | L

(" the sum thus apport-oned to immovable property be distri-
buted among the States in proportion to the gross value of
the smmove . reperty located in each State;



These loans have been mase for a

approximately Rs. 560 crores.
lernent the plan.  The wiounts

varicty of purposes, but iargely to imp
of individual loans have ranged from small sums i Crores of rupees.
The rates of interest have varied frora 1 to 5 per cent, S0me of the
joans being free ol interest. Except where a concossional ratc has
been given, the rates have generally been determined with reference
{n the redempilon yield of Central loans w'th 2 remaining maturity
ap,ooximating to the poriod for which the loans are g veri A num-
i of losns nre due to be repaid in equated annua instalments,
includ'ng both principai and interest. Others are repayable in
perieds ranging {rom 1 to 40 years.

141, Though the majority of the loans have been sanctioned from
the Consolidated Fund of India, some have been given from the
Special Development Fund bailt out of moneys made availabic
through foreign assistance, such as the counterpart funds from the
‘wheat loan provided by the United States of Armerica and the
resources received under the Colombe Plan and frem the United
Slates International Co-operation Administration.

142, The large number of loans given and the wide variation: iu
the rates of interest and the terms of repayment have introduced an
avoidable complication in the financial relations between the TInion
and the Stlates. It will simplify matters and save a great deal of
labour end sceounting, if these loans are consolidaled and the rates

of i.terert and the terms of repayment raticnalised.

142 Vo should like to deal first with two types of loans, which
e iy mot propose to include in our scheme of consolidation and to
w-b b corisin special considerations apply, namely, loans given for
e iution of displaced persons and ‘nterest-free loans.

Pha i

T

. {erms on which loans have been given to the States for
Yiiniiom ol displaced persons have caused a great deal of

Thess loans fall into iwo categories, namely, those sanc-
T ‘s 15t January 1950 and those sanctioned subscquently.
« senerd to the Tormes ¢& <ty the States have to bear initially anc
oo provisional besis bty per ceni of the shorttall - the actuat

~¢ ¢cf princinal o1 4 interest in any year. as 0i0pa.ec A0

prts owoial o O LE ToeGcEl L, thie BiE .. alt tititle
o om o7 osar . o« sional basis fiftv per cent of the excess
RS v Trhese losses and gaing are intended iuv be

~ - vt which may be due from the State

&l
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governnents, when the final ettlement takes place. In respec
loans grasted afier 1st anuary .930, the Government of India h
agreed to hear 1 ! sizh losses on account of principal or acer
interest us may ~ris» on account of default by the parties or ing
dudls frem whom they are due: but the State Governments h
been asked, for the time being, to pay to the Union, in Zdditior
the amounts colle.ted from the displaced persons, ten per cent of
deficiency in collection, and have been allowed to retain ten per ¢
of the excess ccliection, if any.

145. All the States, to which these rehabilitation loans have b
given, contended that the distinction between these two catego
was unfair and untenable, They argued that these loans were ;
In a real sense, for State purposes, that the policy in respect of tk
loans was laid down by the Union and that the State Governme
administered them merely as agents of the Union. They, theref
urged that they should not be put to any loss on this account
that their sole obligation with respect to these loans should be to A
to the Union whatever they were able to collect by way of inte;
and prineipal. '

146. This request of the States is reasonable and we ree- Sime
that, with effect from 1st April 1957, the States should pay to
Union only the amounts of principal and interest they collect
account of these loans, including the arrears outstanding on that d
We do not apprehend that this wiil lead to any relaxation in
efforts of the State GGovernments to recover these loans; we are co
dent that they realise their responsibilities in this matter.

147. About 335 loans of the total value of approximately Re
crores have been given free of interest, - They were mostly for
construction of educational™ EuildﬁfgsT assistance to handloom .
cottage industries, industrial and other housing, etc. In many ca
these loans have been passed on by the State Governments to I
bodies, universities or other agencies on the same terms and
connected transactions cannot now be re-opened. We do not, the
fore, recommend any modifications 1n the terms of repayment of tk
loans. .

148. We should in this connection like to place on record our v
that the policy of giving loans interest-free or at concessional r:
of interest is open to objection. First, such a concession convey
wrong impression regarding the interest burden which has to



met.  Sccondly, concessions of this kind are not subject to Parlia-

wmentary control as no funds are voted to cover them. We think that
il a scheme has to be suhsidised, the suosidy should be given directiy
and not through raduciion in the interest charged, The revenue
rudgets should show tac ociaal wnterest burden and any assistance
sought to be given througl concessional rales of intercst should take

the form of g dircet subsidy.

149 We shall now dez] with ceriain general issues raised by the
Sinte Governments. The Bombay Government contended thzt the
average rates of inferest charged on the loans had been eppreciabiy
in cucoss of the average cost of the Centre's own borrowings. This
view waos also advanscd hy West Bengal. Madras, Uttar Pradesh and
Assam. Thess States argued ithat, in fixing the rates of inferest. the
Union Government should take into account forelgn assistance receiv-
ed as grants or as loans at concessional rates of interest and the re-
sources raised by deficit fineneing. Some State governments com-
plained thot even though particular development projects in their
States were being financed hy grants from foreign governments, the
capital sums advanced were treated as normal interest-bearing loans.
Many of them suggested that the loans they had taken for unproduc
tive or semi-productive purposes should he written off or should

brar nominal or reduced rares of interest.

150. Certain specific matiers were raised by some States. Madras
reguested that the wavs and meons advance cutstanding against it
should be converted into an interest-free loan till 158 and should
hear a concessional rate thereafter. Punjab asked for conversion
into gran's of grow more food loans and also part of the loan taken
for the construction of {he capital at Chandigarh. Rajasthan asked for
the conversion into a grant of the loan sanctioned to assist its ways
and means position on the abelition of internail customs duties with
cfcri frem 1st April 1033, Vest Zengal renewed its request that
{t1e loan which was granted to wipe out the ways and means
: il winen b had started after partitien, might be written
and Kastunir wanted that the losns sanctioned to the
feopeadines the Sodication of food subsidy payments should be

tfrec.

mrae interes

310We hnve glrecdy farteated cur obn ootior fo the grant of un
rect subeidy by vav of concessional interest. At the same time,
‘¢ tiini that the Uniea sheuld not deal vrith the States as if it were
- conmercial banker. The Union and the States are partners ip the
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v enferprise * «, onal developm 0 o yhile there i3 no reason

cv b Union & oculd lend to the States  oss then te true cost of

ving, there is 16+ ¢ s either for charging more than,

the oo cost. Imocaleulating s . ¢osn, ali factors which affect the
cost of horrowing ™ 413 pe take « .. - eansideation.

164 We are ro - <ing any -~ rdaiions regarding the
reunests made to us fer the i g v. certain 1hars as they are
oucsiae our terms of reference. _.weover, it wouta ve inequitable
to consider -~ . & elaims on - al. of Individyi.]l States except as part

of o general plan of debt readjustment for wi.ich Jhe i..ne is perhaps
oL yet ripe.

"33 In our view, there is no justification for the claim that the
sraount of foreign assistance for any sch-ines should be passed on
witully to the States in which the scheme financed by such assistance
are located. Foreign assistance accrues to the country as a whole
and it will not be fair to pass on the benefits to particular States
jasi noecause the schemes financed by such assistance happen to be
lova.ed therein. There js a case, however, for taking such foreign
sssisiance into account in determining the overall rate of interest to
be: charged from the States and we have done so.

154. Similarly, we do not admit the claim that resources provided
by deficit financing should be made available free to interest to the
States. Deficit financing goes to increase the resources of the Union
as a whole and, is not earmarked for specific purposes. It is reflected
in the issue of treasury bills"on which interest has to be paid to the
Reserve Bank.' It is true that the bulk of this interest returns to the
Union as part of the surplus profits of the Bank. In makirig our esti-
" mates of the resources available from the Union for devolution to the
States, we have taken this factor into account. Moreover, we are
concerned only with lcans given between 15th August 1947 and 31st
March 1956 and during this period the amount of deficit financing
was not significant.

155. Some States pointed out the difficulties caused by the systemr
of equated payments of principal and interest.’ Though this system
may be suitable when there is scope for the repayment of the princi-
. pal from revenue, it seems to us meaningless now in the context of
the maximum utilisation of revenue for current development
expenditure and the steady increase in the cutstanding debt of the
States to the Union.



A g the ©oting and rationalis-
i the doans oher n s aliteresi-{ree losas and the
10ans sor rehabilitation of displaced persoins.

7. We have estirnated the average cost to the Government of
India of all its borrowings, including treasury bills and small savings,
during ‘e period from 15tk August 1947 to 31st March 1956. In the
light of this wsiimate and taking all relevant factors into account, we
have cuine to the conclusion hat the reasonable rate to be charged

to the States by the Union should be 3 per cent and this rate should
apply & all loans, irrespective of the period of maturity.

15¢. We consider that ali loans, which bear a rate of interest of 3
per cent or more, should be consolidated for each State at 3 per cent.
For purposes of repayment they should be split up into two cate-
gories. The loans due to ke repaid within a period of twenty years
from 15t April 1957 should be ronsolidated into one single loan repay-
able at the end of fifieen years; the rest, i, those repayable after
twenty years from that date shou!d be consolidated intc another
single loan repavable at the end of thirty years.

159, We wish, however, fo make an exception regarding loans
carrying rates of interest below 3 per cent. They have been made
generally for unproductive or semi-productive purposes such as the
developriient ot cottage indusirles and minor irrigation. I our
opinwon, these loans should be consolidated at an average rate of 23
per cent, which we expect will enable the Gavernment of india to
recover from the States the samie amount as at present on account
of these loans. For the purpose of repayment, these loans should be
split up intn twa categories in the sirne manner as the loans referred
to in the previcus paragrapl.

160 Yo sum up, we recomrmerd that the outstanding balances on
31st March 1957 of 2ll loans by Jw Government of India to State
Governments made between 15th August 1947 and 31st Mareh 1956,
exctuding the foans given for rebabditation of displaced persons snd
interesi-free lcarns, Le consolidswd, for each State, as follows;--

-

the baiznees of all loans carrying interest at 3 per cent or
moce per anmim and repavable on or after 1st Aprii 1977,
be consolidated into one  single loan at 3 per cent per
annum repayable on st Mareh 1997

{1

o

S0 the balances of al loans marrying oierest at 3 per cent or

more per aroumn and repayable o or hefore 2ot AFawaL
P
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1977, be consolidated into one single loan at 3 per cent per
anhum repayable on 31st March 1972;

(iii) the balances of all loans carrying interest at less than 3
per cent per annum and repayable on or after 1st April
1977, be consolidated into one single loan at 23 per cent per
annum repayable on 31st March 1987; and

(iv) the balances of all loans carrying interest at less than 3
per cent per annum and repayable on or before 31st March
1977, be consolidated into one single loan at 2} per cent per
annum repayable on 31lst March 1972,

161. We expect that the scheme of consolidation recommended
above will result in a reduction in interest charges of about Rs. &
crores per annum for all the Stiates together.

162. As a result of this consolidation, besides the rehabilitation and
interest-free loans, there will be only four loans due from each State
to the Union in respect of the loans taken during the period 15th
August 1947 to 31st March 1956. We fecl that the implementation
of this scheme will bring about a great deal of order and simplicity

in this field. .

163. In our plan of consolidation, we have included the loans given
to the States from the Special Development Fund. We understand
that, in respect of some of these loans, there is an obligation to make
the amounts repaid availahe as a revolving fund for further lending.
We do not think that this would justify the exclusion of these loans
from our scheme. The Government of India will, no doubt, consider
whether the amounts which are now creditable fo this fund on renay-
ment of the loans should be provided from their own rescurces.

164. Our recommendations apply only to the loans given belween
15th August 1947 and 31st March 1856. We suggest, however, that
the basic feature of our scheme may ke considered for adopticn for
future years also. This will mean that each State will get oniv

— Ak
ot & rote of

loans a year, i.e., one mediumw-torm and cne long-term, ol &

year. In that case, we would suggest that no regular loong, but o'
wavs and means advances, L : sanctioned in the cours: of a fimarcic?
year, the amount being regulated with reference to the purposs
which fhe loans are to be given. After the close «of the verr.
total of such advances may be converted inte two loans. & v zdiuwn-
term loan and a long-terr loan, carrving intorest at the rate ca.culal-
2d as suggested earlier in “hic Seclon.




XV. Distribution of Additional Duties of Excise

165 Tn this Section and the next we deal with the referenc
to us op 22nd May 1957 in the Finance Minigtry's letter rer
in tne oponing peragraph of this Report.  Tn respect of t
tional duties of excise, we have to make recommendations a
principles which should govern the Jistribitiion of the net ;
among the States and the amounts which should be assured
as the invome now derived from the levy of sales taxes on m
textiles, sugar and tobacce (including manufactured tobacc
receipt of the reference, we wrote to the State Governments
their views and asking for information cegarding the rates
taxes on che commadities in guestion, the yield on the basis
rates, the value of the annua! consuruption in the States of
shese commadities and other relevanti matters, A copy of t
munication addressed to the States is reproduced in Append,

166. After the receipt of their replies, we held discus
New Delhi with their representatives from 22nd July to 1st
1957. The views of the States regarding the principles of ¢
tion varied widely. Many of them proposed formule amnale

those suggested by them for the distribution of income tax an
duties. '

167. We first considered whether in determining the
income and formulating the principles of distribution of
tional excise daties, we should take zli the three commuod
gether or give separate figures for each. Our term of referer
us mo gridanee in this respect. Tf it were merely a guest:on
lution of revenue from the Union to the States, we would ha-
the responsibility of making a positive recommendation; bu:
matter is one of agreement between the Union and the St
refrain from doing so. We are, therefore, making recomme
for the three commodities separately and for all of them
both in regard tu the sums fo be guaranteed and the dis
of the net proceeds.

168. Turning to the determination of the amount of the -
income” assured to the States, it was urged that thiz ex
should be given a liberal interpretation so as to include pre
revenues likely to result from increase of rafes for which Je
had been passed or was likely o be passed in the near fu
was further claimed that the prospective yield in a full yen
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Centrally levied inter-state sales tax, which came into force on Ist
July 1957, should be taken into account in the determination of the
present income. Some States even claimed that allowance should be
made for the loss suffered by tax evasion and for the amounts that
might become available t{o them through improvement in the
machinery of collection.

169. We have examined these claims. It is not possible to dis-
criminate between the States which have enforced increased rates
from 1st April 1957, those which have decided to increage their rates
but have not enforced them and the rest who may increase their
rates in future. As regards inter-state sales tax, it came into opera-
tion only on Ist July 1957. The Central Sales Tax Act specifically
provides that the rate of tax on inter-state sales cannot exceed that
on intra-state sales, so that, for any inter-state tax to z-crue, there
should be an intra-state tax. As the intra-state tax on mill-made
textiles, sugar and tobacco (including manufactured tobaceo) is
proposed to be surrendered by the States, there can be no inter-state
sales tax on them and we think that in agreeing to surrender the
sales tax on these commodities, the States should be deemed to have
renounced their income from inter-state sales tax also. For these
Teasons, we were unable to accept the claims for a wider interpreta-
tion of the expression “present income”, We decided that “present
income” for any State should be the income which acerued to that
State in the financial year 1956-57 from the d¢vy of sales taxes and
made this clear to all the States’ representatives,

170. As the additional duties are to replace the sales taxes which
are taxes on consumption, we explored the possibility of taking con-
sumption as a basis for distribution. The National Development
Council is also reported to have contemplated consumption as the
basis. Therefore, we made an attempt to estimate the state-wige
consumption of these three commodities. The data available to us
were the consumption figures of mill-made cotton textiles, sugar and
certain forms of tobacco contained in the report of the fourth round
of the National Sample Survey (April—September 1952), the esti-
mates prepared by the Textile Commissioner, the statistics of the
clearance or off-take of sugar prepared by the Sugar and Vanaspathi
Directorate and the statistics of consumption of tobacco contnined
in the Report on the Marketing of Tohace: of the Agricultural
Marketing Directorate, prepared on the basis of surveys and enquiries
undertaken: in 1950-51. We have compered ‘he estimates prepared
on the basis of these data with tliosc Uil 13 the State Govee -



ments. 1t may be mentioned 3t ehl
aver tax, most States were act n g sestinn
pither of collecton Ut of cunsa ot

sonsiderable margin of error | Sha
srrived at, it would be wrong 1o SisToiboale
on the basis of these figures e nave, -
ag a corrective in arriving at the basi. of dlzitin
by us.

collactions, others
1wl gave us

171. While some DStates supplied igures of
were not able to do so as they had no separzie figures a
only estimates. We checked them in the light of the consumption
figures which we had computel in the manner explaiied in tle
previous paragraph, and we helieve thaf, on the whole, the figures
of present income finally arrived at by us represent for ezch State
the mearcst possible approximation to their income from sales taxes
on these three commodities during the financial year 1956-3T.

172. The net proceeds mMay pe distributed in one of two ways. The
guaranteed armounts of present income may be made the first charge
oni the revenue {from these additional duties, the balance being
distributed among all the States. Or. she net proceeds of these duties
may be distributed independently of the guaranteed amounts, the
Union making up the deficiency, if any, that may arise in the case of
any State. We have come to the conclusion that the former method
{s preferable as it ensures for every State 1ts guaranteed amount plus
some portion of any balance that may remain of the additional duties.
Otherwise, it may happen that while some States do not get from
the distribution even the guaranteed amounts, others may receive
sums in excess of the guarantee; in the former contingency, the
nion will have 10 make good the deficiency. While it may be
reasonable to expect that the proceeds of the additional excise duties
wiil be greater than the total of the guaranteed amounts, we do not
~ge any justification for placing upon the Ceatral revenues any
purden acising out of implementation of the guarantees. We have,
therefore, decided that, cut of the met procecds of the additiona’
duties, the guaranteed amounts should first be pad 1o the States ana

the balance be then distributed among them.

173, Befare ist April 1957, the State of Jamumu and Kashmir had
ne sales tax. There i3, therefore, no yuestion of determining its
“present income’, Nevertheless, the incidence of the additional
duties will fall as much on the people of this Srate as nn the people
of oiher States andg we think 3t is eniitled to 1ts share.




62

174. The additional duties of excise will replace sales taxes in
Union territories also, We have, therefore, provided for an appro-
priate share of the net proceeds being retained by the Union; the
Juestion of any guarantee to itself in respect of its “present income”
from sales taxes does not arise.

175. We recommend that— i

(1)

(2)

(3)

in respect of Union territcries, 1 per cent of the net
proceeds in any financial year of the additional duty of
excise on each of the three commodities, namely, mill-
made textiles, sugar and tobacco (including manufactured
tobacco) be retained by the Union;

@ sum equal to one and one quarter per cent of such net
proceeds be paid fo the State of Jammu and Kashmir;

out of the balance of the net proceeds, i.e., after deduction
of the sums mentioned in sub-paragraphs (1) and (2), the
following sums, being the “present income” of the States
on account of sales taxes, by whatever name called, be paid
to them:

{Rupees in lakhs)

State Mill-made  Sugar Tobacco
textiles
Andhra Pradesh 120 40 75
Assam . 40 15 30
Bihar . 80 30 20
Bumbay . 600 245 115
Kerala . 18 20 37
Madhya Pradesh 23 40 az
Madras . 168 Go 57
Mysore . 48 25 27
Orissa . 50 20 15
Punjab . 95 50 30
Rajasthan . 50 25 15
Uttar Prac :sh 406 112 63
West Bengal 204 35 40

1976 TIY 556



’ () the remainder, if any, of the net proceeds be distributed
in the percentage ratics applicable to each commedity as-
set out in the table below:—

Percentages

State Milt-made  Sugar  Tobacco
textiles

Andhra Pradesh 7+38 6-65 10°47
Assam .. 22 2°55 2:98
Bihar . . 1119 %20 3490
Bombey . . 16-46 20-17 1741
Kerala 310 3703 3 4%
Madhya Pradesh 697 7467 710
Madras 7-26 7°43 9°53
Mysore RETSh §°13 5-58
QOrissa 3:32 2.87 321
Punjab 356 721 4°36 \
Rajasthan 3°36 4-81 3°59
Uttar Pradesh. . I5-19 1563 16713
West Bengul . . B-51 865 731 .

176. If, for the purposes of the guarantees and the distributiom
*of the net proceeds, the additional duties are to be taken together,.
we recommend that in lieu of the sums and percentages mentioned
in sub-paragraphs (3) and (4) of paragraph 175 above, the sums
guaranteed and payable to, and the percentage shares of, the States
be as follows:

Sum to be
Srate guaranteed Percen-
(Rupees iu Tang
lakhs)
Andhra Pradesh . 233 7-81
Assam . . 85 C 273
Bihar . . 130 1004
Bombay . . 960 17-52
Kerala N . g5 3415
Madhvya Pradesh 155 7-16
Madras . . 285 7+74
~ Mysore . . 100 §+13 i
QOrissa . . g3 320
Punjzb N . 178 5-7L
Rajasthan . - 00 4732
Uttar Pradesh . 375+ I7tI8
West Bengal . 280 831

b et e

ToTAL s 3250
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XVI Distribution of Tax on Railway Fares

177. We now turn to a consideration of the principles of distribu-
tion of the net proceeds of the tax under the Railway Passenger

Fares Act 1957, which is the second of the additional references made
to us, ‘

178. Andhra Pradesh, Kerala, Mysore, Rajasthan and Uttar
Pradesh considered population to be an equitable basis, Punjab
and Jammu and Kashmir suggested that needs of the States should
be taken into account in addition to population. Jammu and
Kashmir asked also for a special grant out of the tax for the develop-
ment of its tourist industry. Assam, Madhya Pradesh and Orissa
desired distribution partly on the basis of population and partly on
the basis of area. Orissa® further wanted the population to be
weighted for scheduled tribes, scheduled castes and backward
classes. While Bombay suggested distribution according to earn-
ings from passenger fares, excluding season tickets, of stations
located in a State, West Bengal wanted the tax to be distributed on
the basis of collections of railway stations in each State. Madras
suggested that both collection and population be taken into account,

Bihar asked for distribution on the basis of railway mileage in each
State.

179. Although article 269 does not rulesout any principle of
distribution, we think that for this tax the principle should be such
as to secure for each State, as nearly as possible, the share of the net
proceeds on account of the actual passenger travel on railways within
its limits. The ideal method would, perhaps, be to split up the tax
collected on each ticket according to the mileage of the routes lying
in each State. This, however, is impracticable. Collections of pas-
senger fares within a State will not reflect correctly the actual
passenger travel within its limits on account of inter-state traffic;

- distribution based on figures of such collections would also be
unfair to the States through which trafic passes without originat-
ing or terminating in them. The net proceeds due to passenger
travel in a State may, however, be determined with reasonable
accuracy by allocating the pussenger earnings among the States on
the basis of the route mileage within each State, with due allowance
for the wide variations in the density of traffic between the various
railway zones and as between the various gauges in each zone.
Hence, if the earnings of each zonal railway are allocated by route
‘mileage located in each State separately for each gauge. this would

e ————



XVL Distribution of Tax on Railway Fares

177. We now turn to a consideration of the prineiples of distribu-

tion of the net proceeds of the tax under the Railway Passenger
Fares Act 1957, whick is the second of the additional references magde
to us. '

178. Andhra Pradesh, Xerala, Mysore, Rajasthan and Uttar
Pradesh considered population to be an equitable basis,  Punjab
and Jammu and Kashmir suggested that needs of the States should

be taken into  account in addition to population. Jammu and
Kashmir asked also for a special grant out of the tax for the develop-
ment of its tourist industry. Assam, Madhya Pradesh and Orissa
desired distribution partly on the basis of population and partly on
the basis of area. Orissa‘ further wanted the population to be
weighted for scheduled tribes, scheduled castes and backward
classes. While Bombay suggested distribution according to earn-
ings from passenger fares, excluding season tickets, of stations
located in a State, West Bengal wanted the tax to be distributed on
the basis of collections of railway stations in each State. Madras
suggested that both collection and population be taken into accountt
Bihar asked for distribution on the basis of railway mileage in each
State,

179. Although article 269 does not rule- out zny principle of
distribution, we think that for this tax the principle should be such
as to secure for each State, as nearly as possible, the share of the net
proceeds on account of the actual passenger travel on railways within
its limits. The ideal method would, perhaps, be to split up the tax
collected on each ticket according to the mileage of the routes lying
in each State. This, however, is impracticable. Collections of pas-
senger fares within a State will not reflect correctly the actual
passenger travel within its limits on account of inter-state traffic;
distribution based on figures of such collections would also be
unfair to the States through which trafic passes without originat-
ing or terminating in them. The net proceeds due to passenger
travel in a State may, however, be determined with reasonable
accuracy by allocating the passenger earnings among the States on
the basis of the route mileage within each State, with due zllowance
for the wide variations in the density of trafiic between the various
railway zones and as between the various gauges in each zone.
Hence, if the earnings of each zonal railway are elocated by route
‘ijeage located in each State separately for each gauge thiz would
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(4) the remainder, if any, of the net proceeds be distributed-
in the percentage ratios applicable t0 each commodity as-
set out in the table below:— :

Percentages

State Mill-made Sugar Tobacco
textiles

Andhra Pradesh . 738 6-65 10-47
Assam .. 272 255 2+98
Bihar . . 11419 8-20 8-90

' Bombay . . 16:46 - 20-17 174X
Kerala . . 3-10 3:03 3°43
Madhya Pradesh .  6-97 767 7410
Madras . . 726 743 9-53
Muysore . . 4'¢8 513 5-58
Orissa . . 3732 2.87 3-21 .
Punjab . - 5+56 721 4-36 \ J'
Rajasthan + . 4736 481 359
Uttat Pradesh. . 18106 1563 1613
West Bengal . . 851 8-65 7:31 .

176. If, for the purposes of the guarantees and the distributiom
“of the net proceeds, the additional duties are to be taken together,.
we recommend that in lieu of the sums and percentages mentioned.
in' sub-paragraphs (3) and (4) of paragraph 175 above, the sums
guaranteed and payable to, and the percentage shares of, the States
be as follows: '

- ‘ Sum to be ‘
State guaranteed Percen-
{Rupees in tage
s}
Andhra Pradesh . 235 7+81
Assam . . 85 © 273
Bihar ’ . . 130 10°04 |
Bombay . . 960 17-52
Kerala . . 95 3-15
E Madhya Pradesh 155 7-16
© Madras | . . 285 774
Mysore . . 100 5§13 ,
QOrissa . . 85 320
Punjab . . 175 57t
Rajasthan . . 90 4-32
Uttar Pradesh . 575 + I7-18
West Bengal . 280 £-31

TOTAL o 3250



give, as nearly as possible, ag allocation of passenger travel in terms
of passenger earnings. The distribution of the tax in the ratio of
the earnings thus allocated will give to each State a share that will

approximate closely to the actual passenger travei in it.

180. We have next to decide whether the distribution each year
should be made on the allocation of the earnings of that year. We
feel that this will be a cumbrous and inconvenient arrangeraent. It
is desirable that the States should know in advance the shares of
revenue they are entitled to get. It is reasonable 1o work out the
States’ shares on the basis of the average of recent earnings and
express these shares as fixed percentages applicable for five vears
from 1857-58. In order to even out fluetuations, we have taken the
figures of passenger earnings (exclusive of earnings of suburban

services) for the last three years (ending March 1%56), for which
actuals are available and have worked out the shares of the States

on the basis explained above. These come to:

State Percentage
Andhra P'radesh . . : § SR
Assarn . . , . . . 2o
Bihar . . . . . : 939
Bombay . . ) . . 16-28
Kerala 18
Madhva Pradesh §-31
Madras 646
Mysore 4-45
Orissa 178
Punjab §-11
Rajasthan . . . . . . 677
Uttar Pradesh . e . . 1876
West Bengal . . . . . 6-3F

181. We recommend that the net proceeds of the tax be distribut-
=d in accordance with these percentages after deducting one quarter
~er cent for proceeds attributable to Union territories.

182. While this recommendation may hald good for the period of
five years ending 31st March 1967 we suggest thei steps be taken
i¢ investigate if the railwavs could not, withon wndue B0 e or
“xnpritse, maintaln siate-wis: statistics of route tuucage, lrathiec and
arnings fo facilitale the consideration of alternative methods of
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X VI Miscelianeous

183. It now remains for us to deal with certain other matters of
interest which arose in the course of cur work.

, 184. In our study of the »xpenditure in recent years of State
Governments, we were struck by the dislocation caused to the
finances of many of them by unforeseen expenditure on natural
calamities like famine, droughts and floods and we were impressed
with the need for making some regular provision to meet this type
of expenditure. In our estimate of the comunitted exvenditure of
the States, we have included a margin for enabling them to set apart
annually frcm their revenue sizeable sums to be accumulated in a
fund for meeting expenditure on naturai calamities. The annual
amounts, based roughly on the average annual expenditure over the
last decade, which we have allowed for the individual States, are:

Amount
State (Rupees
in lzkhs)
Andhra Pradesh . . . . . . w5
» Assam . . . . . . . 25
Bikar : . . . . . . 160
Bombay . . . . . . . 40
Kerala . . . . . . . 10
Madhya Pradesh . . . . . . I5
Madras . . . - . . . 50
Mysore . . - . . . . 30
Orissa . . . . . . . 50
Pupjab . . . . . . . 40
Rajasthan . . . . . . . 40
Uittar Pradesh . . . . . 59
West Bengal . . . N . . So
Jammu and Kashmir . . . . . 10
' Total 615

We suggest that the State Governments be invited to set up separate
funds and transfer these amounts every year to such funds. If any
State has an existing fund, its scope should, where necessary, be
widened to cover all natural calamities. The balances of the funds
ﬁnould be invested in readily marketable Government securities so
#a_t_ﬁthey may be available when needed, without the States having,
agfizzcept in very abnormal circumstances, to curtail their other expen-
#diture or approach the Union for assistance. We trust that the State
Governments will welcome this suggestion and take appropriate
action to implement it. .



X Vi Yiscellsneous

: i o - .
[ with eorfern other matiors of

183 T4 now rernains oF <3 1o fedd
interest which arce-e in the course of cur work

154, In our study of the -xpenditure n recent years of  Stale
Governments, we -wera struck by the disiocation  coused %o the
finances of many of them by unforeseen e¢xpenditure on natural
calamities like famine, droughts and floods and we were impressed
with the need for raaking some regulur provision to meet this tvpe
of expenditure. In our estimate of ihe corumitted exvenditure of
the States, we have included a margin for enabling them fo set apart
annualiy frem therr revenus sizeable sums to be accumulated i a
fund for meeting expenditure on natural calamuties. The annual
amounts, based roughly on the average annual expenditure over the
last decade, which we heve ailowed for the individual Slares. are:

Arnourtt
State {Rupces
m lakhs)
Andhra Pradesh . . . . . g
Assam . . . . . . FE
Bikar . . . . . . Vi
Bombay . . . . . . 40
Kerala . . . . . . . 10
Madhya Pradesh . . . . . . 15
Madras . . . B . . . 30
Mysore . . . . . . . 50
Orissa . . . . . . . 50
Punjab . . . . . . . 4
Rajasthan ‘ . . . . 40
Iitrar Pradesh . . . . . 50
West Bengai . . . . . . 450
Jammu and Kashmir . . . . . TO
Total 615

We suggest that the State Governments be invited to set up separate
funds and transfer these amounts every year tc such funds. If any
State has an existing fund. its scope should, where necessary, he
widened to cover all natural calamities. The balances of the funds
jshould be invested in readily marketable Government securities so
fthat they may be aveilable when needed, without the States having,
gexcept in very abmormal circumstances, to curtail their other expen-
iture or approach the Union for assistance. We trust that the State
Governments will welcome this suggestion and take appropriate
action to implement it



L9

give, as nearly as possible, an allocation of passenger travel in terms
of passenger earnings. The distribution of the tax in the ratio of
the earnings thus allocated will give to each State a share that will
approximate closely to the actual passenger travel in it,

180. We have next to decide whether the distribution each year
should be made on the allocation of the earnings of that year. We
feel that this will be a cumbrous and inconvenient arrangement. It
is desirable that the States should know in advance the shares of
revenue they are entitled to get. It is reasonable to work out the
States’ shares on the basis of the average of recent earnings and
express these shares as fixed percentages applicable for five years
from 19857-38. In order to even out fluctuations, we have taken the
figures of passenger earnings (exclusive of earnings of suburban
services) for the last three years (ending March 1956), for which
actuals are available and have worked out the shares of the States
on the basis explained above. These come to:

State Percentage
Andhra Pradesh . . . . 8-86
Assam . . . . . . 2-7K
Bihar . . . . . . 9-39
Bombay . . . . . . 1628
Kerala . . . . . . 1-81
Madhya Pradesh . . . 831
Madras . - . . . 6-46
Mysore . . . . . . 4-45
Qrissa . . . . . . 1-78
Punjab . . . . - 8-11

" Rajasthan . . . . . . - Gy
Uttar Pradesh . e . . 18-46
West Bengal . . . . . 631

181. We recommend that the net proceeds of the tax be distribut-
ed in accordance with these percentages after deducting one quarter
per cent for proceeds attributable to Union territories.

182. While this recommendatiop may hold good for the period of
five years ending 3lst March 1962, we suggest thai steps be taken
to investigate if the railways could not, withou: undue iabur or
-expense, maintain state-wis2 statistics ot route mucage, trafiic and
earnings to facilitate the consideration of alternative methods of
distributicn. ' '

417 A of F—6



185. 1n May 1357, the Governmint of India drew oLf aiteniion Lo

iGn Wi . revision ol the
ihoir scheme of assistance 10 connection with the rm_.lsu?d;;d “
salaries of the low-paid employees in State services, embo !

. A Fo 3 » N
their cemmunication te the g{'&té Gﬁ\fpmmt’ﬂh dﬂIﬁd ih{. -'Oih
February 1957, repruoduced in Appendix XL Usnder tlius scheme, the
Centre offered to meet two-thirds of the exira expenditure necessary
{o bring the total emoluments to Rs. 60 per mensem and one third of
the extira expenditure On account of the increase in emoluments
beyond Rs. 60 per mensem and upto Rs. 100 per mengem. The assist-
ance was subject to the further condifions that in any individual case
the amount of increase should not exceed Rs. 12 per mernsen, and
that the revision should not have the cffect of increasing the State
scales of puy beyond the corresponding Central scales in any case
and should not apply to industrial or other establishments for which
scales of pay are normally fixed at market rates. This offer was
for a period of iour years from 1st April 1957, but was subject to
reconsideration in the light of our recommendations.

186. We considered whether we could make any provision in our
scheme of devolution for the expenditure involved in thig revisiou
The quantum of expenditure will depend both on the exier 10
which a State may take advantage of the scheme and 210 Wie e
when the revision may be given effect to. There is no reason to
assume that all the States will take full advantage of the scheme o
enforce it from 1st April 1857. We are, therefore, unable to make
any prd’vision for this additional expenditure in our scheme of devo-
lution except to the extent to which revisions of pay had already
been sanctioned and brought into force in any State betore 20th
February 1957, the date of issue of the Central Government orders
Since the cost of such revisions has been included in our estimates
of expenditure, the Central Government need not render any assist-
ance in respect of them for any period after Ist Aypril 1957. Rega-d-
ing revisions sanctioned or brought into effect after the issue of the
Ceniral Government orders in February 1957 the States will not he
in a position to meet their share of expenditure, It will be for the
Central Government to decide the extent to which they should assist
the States to meet the ~n<t of such revisiors

187. Qur attention wu  treguently draw - i o

, . L i) s
the standards.of maimnters .o of public .= 2 .
Jack of funds. This was specially stressed 1w zeipect »i Oais 4
realise that this is largely a matter for the State Tovernments v o

have te use their revenues to the best advaniage. But we should
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like to sound a note of warning. It is, in the long run, wasteful to
allow public assets o deteriorate for went of proper maintenance.
In the case of roads, this will be particularly unfortunate in the
larger economic interest of the country. Proper communications are
essential for economic development, of the country and roads,
often built at considerable cost, should nct be allowed to deteriorate
by lowering the standards of maintenancz. We earnestly hope that
in utilising the additional funds that may now be made available,
the State Governments will bear this in mind.

188. We noticed that in some States administrative reorganisa-
tion, such as reorganisation of the police, was being undertaken.
While we do not wish to express any opinion on the necessity for
such reorganisation, we should like to urge the need for caution.
With practically all the available rescurces earmarked for the plan
or for meeting committed expenditure, administrative reorganisa-
tion invelving increase in non-development expenditure should not
be undertaken unless it is inescdpable. Even then, it should be
phased over as long a period as possible. T

it Ze i

189. In formulating the second flve year plan and assessing the
‘resources available for it, the existing revenues of the States and
" the proceeds of future taxation had been fully taken into account,

\/ leaving the States without any margin for further commitments.

/

I

Many State Governments complained that. in spite of this, additional
burdens were frequently placed upon them by Central policies.
They mentioned, in this connection, two matters to which we would
like to draw the attention of the Central Government.

190. The first relates to the system of matching grants. ‘During
the first five year plan period a number 5f schemes involving such
grants were sanctioned and subsequently incorporated in the plan.
A large number of such schemes have also been included in the
second five year plan. The State Governments were unable to
meet their share of the expenditure on these schemes as all their
resources had already been committed for their inescapable expen-
diture for the implementation of the plan. Their difficulty was

. greater in the case of schemes outside the plan. In either case, they

found it impracticable to reject the schemes on the ground of want

@€ Tegources because of the understandable public criticism that they

not taking advantage of these schemes, desirabie :n themselves

 wwend havmg the added attraction of a Central subsidy. In the result,

most of them accepted the schemes and ran into revenue deficits.



191. There is considerable force in this complaint. So far as the
second five year plan 1s concerned, we have sought to meet it by
taking into account in our scheme the requirements of the States for
the plan as a whole including SCHETes 1V
so that the States will have resources to meet their share of the
expenditure. But we suggest that, for the future, no scheme outside
the plan should be formulated on a matching basis. Except to a
small marginal extent or when the scheme itself is related to the
raising of a specific additional item of fresh revenue such as by
the levy of a special tax or €ess, there is, in our opinion, no room in
present circumstances for matching grants. We think it unwise 1o
encourage States to run into revenue deficits by accepting such
gschemes as all their revenue resources have, as already explained,
been fully committed. Matching grants may be useful in ordinary
circumstances as providing a stimulus to State action in particular
spheres of activity, usually in the field of social services, in which
the Centre desires to secure country-wide development in the
national interest. They have no place when the country has an
integrated and csmprehensi've plan which lays down priorities for
the development of all social services. The system of matching
grants on any basis aniform for all the States is also noi equitable
it operates in favour of the richer and against the poorer States, as
the former are in a more favourable position to take advantage of
such grants. In the present Union-State set-up, the States depend
for a substantial portion of their revenue on shares of Central taxés
and on grants-in-aid. When the States have taxed themselves to a
reasonable extent. the balance of the revenue to enable the States
to meet their expenditure has to come from Central devolution.
There is no method by which the States’ share of the expenditure
on schemes based on matching grants could be set off against
reventie derived from their own sources, as distinguished from the
revenue they receive from the Union by way of shared taxes and
grants-in-aid. When the revenue budget is balanced by Central
devolution, the States’ share may come out of such devolution. If
this happens, the whole purpose of matching is lost. For these
reasons, we feel that schemes involving matching grants are nof
suitable in present conditions

192. The second rnatter mentioned by 3. R
instructions issued from time to time by Central Ministries suggest-
;g to State Governments the adoption of measu-es which resulted in
ihe reduction of their revenues such as the reduction of sales taxes

Suvlving Tatching grabts,_

*



70

on particular commodities or in their incurring additional ex-'
penditure such as on the consolidation of holdings. Except - when
the amounts involved were inconsiderable, these placed a further
~ strain on the States’ resources and often led to their running into
deficits. There is force in this complaint also.

.

193. Some State Governments complained that plan  schemes
involving Central assistance and included after discussion between
them and the Planning Commission were again subjected to detailed
examination by the Planning Commission and Ministries of the
Government of India after they had been elaborated and scrutinised
at the State level and that this frequently resulted in delays in their
execution. We suggest that this matter be looked into by the Union
Government in consultation with the Planning Commission. It is
worth considering whether once a scheme has been accepted in
broad detail and provision made’ for it in the plan, further scerutiny
and sanction should not be left to the State Governments, subject
to a financial ceiling for each scheme.

s

194, We experienced some difficulty in our study of the revenue
and expenditure of the State Governments arising out of the exist-
ing accounting arrangements. In certain matters, the accounting
- procedure in the States is not uniform. For example, the procedure
for the accounting of payments of compensation to local bodies
varies from State to State. Similarly, there is no uniformity in the
exhibition of transactions relating to industries. In certain States,
receipts are taken gross and in others net, ie., after deduction of
working expenses and depreciation. In suvme Stiates, transactions
connected with the purchase and sale of fertilisers are shown under
the head “Agriculture” and in others under the head “Co-operation”.
I many States, plan expenditure is inextricably inter-mixed with
normal expenditure so that it is not easv to derive the latter from
the accounts. It is desirable to have one uniform accounting pro-
cedure for all the States and to exhibit the plan expenditure sepa-
ratély. We suggest that this matter may be examined in consultation

. with the Comptroller and Auditor General.

_ 195, We were greatly handicapped in our work by the absence

of reliable statistics, particularly those relating to consumption. The
last Finance Commission had recommended that steps should be -
taken to compile staiistics of consumption of the more important
commodities subject to Union excise but actually very little has been
~ done in this direction. We understand that the Central Board of



Revenue, which is mainly concerned with ihe collection ot revenue
at the poini of production, is not in a pesitiot i maintain statistics
of consumption. If this is correct, we suggest that other arrange-
ments e made throigh agencies like the National Sample Sucvey
for the collection of these statisties. H the crdinary rounds of the
National Samiple Survey are not adeguate, speclal enguiries may
be instituled for this purpose, preferably with a sample design based
on muliiple stratification according to vegional variations in con-
sumption as well as variations between rural and urban areas. We
also noticed that reliable figures of collection of sales taxes on indi-
vidual commodities were not available in many States. We suggest
that State Governments should be inviied to talie necessary steps to
have this information coliected in future. The importance of having
reliable siatistics of consumption and of collection of sales lax by
commodities has now beerr underlined by the proposal to levy an
additional excise duty on certain commodities in replacement of salus
iaxes on themn. We trust that urgént atlention will be paid to both
these matters

196. Dur predecessors had recommended the establishment of a
cell in the President’s Secretariat to collect and maintain up to date
data likely to be of use for future Comrnissions. We undarstand that
this was tried and found unsuilable and that, following the recom-
mendation of the Taxation Enqguiryv Commission, this cell has since
been merged in ihe Finance Ministry. We, however, consider it
essential that a nucleus staff with experience of the work of the
¥inance Cormmission should be retained within the Finance Ministry
and made available 1o future Commissions. We also suggest that
arrangements be made by the Finance Ministry for the necessary
statistical and other research work likely to be of assistance to them.

187. Finally, we would like to draw attention to cettain constiiu-
tional implications of the changing pattern of financial relations
hetween the Union and the States. Among the shared taxes, income-
tax is losing its dominant position. The amount of cxcise revenue
given to the States by the first Finance Commission was about one-
third of the amount devolved through share of income tax. Accord-
ing to our recommendations, the proportion will rise tr nearly one-
half and it seems inevitable that it will continue o rige still . otk
The change is even more siriking in respect of gran-s. 'Ly rants
given under article 282 are already greater than the grants-in-aid of
revenues given under articie 275 (1). According to our recoinmenda-
tions, the latfer will amount to Rs. 180 crores as against Rs. 275
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crores likely to be received by the States under article 282 With
the levy of estate duiy and tax on railway passenger fares, article
269 is emerging as ar important source ¢f revenue to the States.
Earlier in Section IIT we have pointed out shai the scope of the work
of the Finance Commission in assessing the needs of the States has
become restricted as a result of the setting up of the Planning Com-
mission. For all these reasons, it is for consideration whether the
time is not ripe for a review of the constitutional provisions dealing
with the financial relations between the Union and the States.

XVIil. Recommendations

*
198. Our recommendations to the President are set out below:—

I. Under article 270 of the Constitut:on—

(a) the percentage of the net proceeds in any financial
year of taxes on income other than agriculiural in-
.come, except in so far as vhose proceeds represent
proceeds attributable to Union territories or to taxes
payable w respect of Union emoluments, to be assign-
ed to the States be 60 (sixty):

(b) the percentage of the net proceeds of taxes on income
which shall be deemed to represent proceeds attribut-
able to Union territories be 1 (one); and

(c) the percentage of the net proceeds assigned to the
+ States be distributed among those States as follows:—

State ‘ Percentage
Andhra Pradesh . . . . . g-xz
Assam . . . . . . . 244
Bihar . . . . . . . 9-04.
Bombay . . . . . . . 1597
Kerala . . . . . . . 364
Madhya Pradesh . . . . . 672
Madras . . . . . . . 340
Mysore . ‘ e . . . 514
Qrissa B . . . . B 3°73
Punjab . . . . N . . 424
Rajasthan . . . . . . . 409
Uttar Pradesh . . e . . 16+36
West Bengal . . . . . . . 10°08.

Jemmu and Kashmir . . . . 1413
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198, Qur recommendations to the 'resident arve sel oul helow:—-

1T Mnder article 270 of the Constitution--

(a1}

the percentage of the wet proceeds in any financial
year of tazes on income other than agricuitural in-
come, except wn so far as those procecds represent
proceeds atinibutable to Union territories or to taxes
payable w respect of Uniou emnluments, to be assign-
2d to the States be 60 (sixty),

the percentage of the net procecds of taxes on meome
which shall be deemed to represent proceeds attribut-
able 1o Union territories he 1 {(one); and

{c} the percentage of the met proceeds assigned to the
States be distiibuted amoug those Siates a» folowsi—
State Perceniag:

Andhra Pradesh ) . . . Keia

AsaIm - . . . Z 44

Riha . . . . G4

Bombay . . . . . : 15797

Kuerala . . . . . : . 3414

Madhya Pradesh : . . . 72

Madras . . . A 40

Mysore . v ol

rissa . . _ . ¥ 1y

Ponpab . . . 4. 84

Rajasthan . . . ; . . . 4109

{Uitar Pradesh . . . . . 1636

West Bengal - . . . . B . JLeRae 2

Jammu and Kashmir . . . . T
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Revenue, which is mainly concerned with the collection of revenue
at the point of production, is not in a positioh to maintain statistios

of consumption. If this is correct, we suggest that other arrange- =

ments be made through agencies like the National Sample Survey
for the collection of these statistics. If the ordinary rounds of the
National Sample Survey are not adequate, special enquiries may
be instituted for this purpose, preferably with a sample design based
-on multiple stratification according to regional variations in con-
‘sumption as well as variations between rurai and urban areas. We
also noticed that reliable figures of collection of sales taxes on indi-
-vidual commodities were not available in many States. We sugpest
that State Governments should be invited to take necessary steps to
have this information collected in future. The importance of having
reliable statistics of consumption and of collection of sales tax by
commodities has now been underlined by the proposal to levy an
additional excise duty on certain commodities in replacement of sales
taxes on them. We trust that urgent attention will be paid to both
these matters,

196. Our predecessors had recommended the establishment of a
cell in the President’s Secretariat to collect and maintain up to date
data likely to be of use for future Commissions. We understand that
this was tried and found unsuitiable and that, following the recom-
mendation of the Taxation Enquiry Commission, this cell has since
been merged in the Finance Ministry. We, however, consider it
-essential that a nucleus staff with experience of the Work of the
Finance Commission should be retained within the Finance Ministry
and made available to future Commissions., We also suggest that
arrangements be made by the Finance Ministry for the necessary
.statistical and other research work likely to be of assistance to them.

197. Finally, we would like to draw attention to certain constitu-
tional implications of the changing pattern of financial relations
between the Union and the States. Among the shared taxes, income-
tax is losing its dominant position. The amount of excise revenue
given to the States by the first Finance Commission was about one-
third of the amount devolved through share of income tax, Accord-
ing to our recommendations, the proportion will rise tc nearly one-
half and it seems inevitable that it will continue 10 rise still Juvthe
"The change is even more striking in respect of granis, Ut prants
given under article 282 are already greater than the grants—in-éid of
revenues given under article 275 1. According to our recommenda-
‘tions, the latter will amount to Rs. 190 crores as againsr Rs, 275



apticie 9% on the Coeniitinion, @ sutn

P - oy - T RN
o e BT LeTT D0 rert aTOCe:
- &

dtiee of exeise 00 SLGAL matelies, tobs

tohaccal.

o

ranapulachurec
paper

Oansciins
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state fher, andns

Andhirs Prodash . . . . . 3R
AR5 . . . . . . . i oaf
Fihar . . . . . 1057
Rombay . . . . . . . A e
Kerala . . . . . . . ERT
Madhya Pradesh . . . . 746
Madras Rt
Mysore . P . B . . g2
rissa . R ' . . . . ’ 4 Add
Purniab . . . . . . 2 59
Raiasthan . . . . . . . 471
{ttar Pradesh ; . . . . 15-94
West Beng . . . . . TG
Famimy andd K ashmir . . . . 375

11, Under articie 273 of the Constitution, the following sums
be prescribed as grants-in-aid of the revenues of the
States of Assam, Bihar, Orissa and West Bengal, in lieu
of assignment of any <hare of the nel proceeds of the
export duty on jute and jute products, in gnch of the three
financiat years beginning on 1st April 1957 -

(Rupees i iakhs

Assarmn . \ . . i
Bihar . . . IR
{irissa . . 180G
West Bengal . 1y OY

IV. Under the substantive portion of article 215(1y of the
Constitution, in each of the five financia) years beginning




on Ist April 1957
charged on the
of the revenues o

i

, the sums shown i
onsolidated Fund of

1 the States mentioned against them:

n the table below be

India as grants-in-aid

(Rupees in Crores)

State . 1957-58  1956-50  [950-60 1060-61 196;-76::
Andhra Pradesh 4700 400 400 4-co 400
-Assam 375 375 375 4-30 4°50
Bihar 350 3°50 350 425 4-25
Kerala 175 1--75 175 175 Y75 &
Madhya Pradesh 3°00 300 300 3-00 300
Mysore ‘ G-oo 6002 600 6-00 6-00
Orissa 325 323 323 3-s50 3-50
Ppnjab 2-25 2-25% 225 225 2-25
Rajasthan 2-50 2-50 2-50 2.50 2-50
West Bengal 3-25 3-25 3-25 475 4'75
Jammu and Kashmir . 3-Co 3-00 3-00 3-00 3-00

36-25 36-25 36-25 39-50 39-50

Total

V(A) With effect from 1st April 1957:

(1) out of the net proceeds in each financial year of estate

duty in respect of property
land, a sum equal to 1 (one)
by the Union as

territories;

{2) the balance of the net

3)

between immovable

the ratio of the

brought into assessment

the sum thus apportioned t
distributed among the Stat
gross value of the immovabl

State; and

gross

other than agricultural
ber cent be
proceeds attributable to Union

retained

proceeds be apportioned

property and other -property in

value of all such Properties

in that year;

¢ immovable Pbroperty be
es in proportion to the

€ property located in each

-
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(#) the sum apportioned 10 property other than immov-

Sl proserty he distithuted among the Stales @

follows: —

Erate Percentage
Andhra Pradesh . . . . . . 376
Assam . i . ' . . . 233
Bihar . . . . . . . 1036
Bombay . . 1352
Kerala . . . . . . . 3-79
Madhya Pradesit . . . . . . 7-30
Madras . . . . . L 342
Mysore 543
Orissa . . . . . . . 410
Punjab 4-52
Kajasthan 447
Tttar Pradesh . . . . . . 1771
West Bengal . . . . . 737
Jarmmu and Kushinir . . . . . o r24

{B} In respect of the period prior to st April 1957, the distri-
bution already made be legallv ratified.

VL In regard to the loans made by the Government of India
to the States between 15th August 1947 and 31st March
1956--

(2) With effect from Ist April 1957, in respect of Joans
m~de to the States for the rehabilitation of displaced
persens and relent by them, the States be allowed to
pay to the Union only the amounts of principal and
interest collected, includ ng arrears, if any;

(hy no modification be made in the rate of irterest or
terms of repayment of intercst-free loans; and

{e} of the remaining loans-—

(1} the balances on 3ist Narch 1957 of all leans carcy-
e interest at three per cent or more per annum

e ——
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and repayable on or after 1st April 1977, be
consolidated into one single loan at 3 (three) per
cent per annum repayable on 3Ist March 1987;

(ii) the balances on 31st March 1957 of all loans carry-
ing interest at 3 (three) per cent or more per
annum and repayable on or before 31st March
1977 be consolidated into one single loan at 3
(three) per cent per annum repayable on 3l1st
March 1972;

(iii) the balances on 31st March 1957 of all loans carry-
ing interest at less than three per cent Pber annum
and repayable on or after 1st April 1977 be conso-
lidated into one single loan at 2} (two and a half)
per cent per annum repayable on 31st March
1987; and

(iv) the balances on 31st March 1957 of all loans carry-
ing interest at less than 3 (thrée) per cenf per
annum repayable on or before 31st March 1977 be
consolidated into one single loan at 2% (two and a
half)  per cent per annum repayable on 31st
March 1972,

VII, Out of the net proceeds of the additional duties of excise
levied in replacement of sales taxes on mill-made textiles,
sugar and tobacco (including manufactured tobaceo)—

(A) If each of the additional duties is o be distributed.

separately— '

(1) a sum equal to 1 (one) per cent of the net proceeds
~of each additional duty be retained by the Union in
respect of Union territories;

(2) a sum equal to 1} (one and one quarter) per cent of
the net proceeds of each additional duty be paid to the
State of Jammu and Kashmir; and

(3) a sum equal to the balance of the net broceeds of .

each additional duty, i.e., after deduction of the sums,

mentioned in sub-paragrephs (1) and {2) above, be

distributed as follows:—

(a) the sums mentioned below representing the
present income of the States on account of sales

-



taxes, by whatever name callec, on the three com-

modities be first paid to them.

Sraie

Andeaog Vrodesh

Agsam . . . .

Bitax . . . . .
Bumbay . . . . .
Kerala . .

Madhys Prodesh

Mariras . . . . R
Mysore

Oirlsss

Punjab

Rajasthan . .

Utiar Pradesh
West Bengal

Total

(h) The remaining

follows: —

Andhra Pradesh

Assam

Bihar R N

Bombay . . . .
Kersla . . . .

Madbhys Pradesh

Madias . P B
Mysore . . .
LT

{Irisea - .

Pumab

Rajauiban .

Eirtar Pradesh M

West Bepgal

(Rupees b iakhs)

Mill-made Sugar Tohacco
vexiiies

120 40 73
10 i3 30
el 30 20

600 245 115
33 20 37
53 40 3z

168 60 57
48 25 27
50 20 €5
°5 30 30
30 2 i5

J0o 112 63

04 36 40

1976 718 556

sum, if any. be distributed as

Percentages

Mill-mnade  Sugar  ‘Tobacco
textiles

7-38 6465 10°47
272 2+55 2-98
ii-19 330 8-50
16-46 20717 17°41
3-1c 3703 343
6-97 7467 7710
726 7743 9°53
458 513 5-58
332 287 321
556 7-21 436
436 481 359
183-19 15-63 1613
.51 865 7331
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(B) If the total net proceeds of the three additional duties
taken together are to be distr_ibuted—-
(i) A sum equal to 1 (one) per cent of the net proceeds

be retained by the Union in respect of Union terri-
tories;

(ii) a sum equal to 12 (one and one-quarter) per cent of

the net proceeds be paid to the State of Jammu and
+ Kashmir; and

(iii) a sﬁm equal to the balance of the net Pproceeds, i.e.,
after deduction of the sums mentioned in sub-para-
graphs (i) and (ii) above, be distributed as follows: —

(a) the sums mentioned below, representing the
present income of the States on account of sales
taxes, by whatever name called, on the three com-
modities, be first paid to them—

State (Rupces in lakhs)
Andhra Pradesh . . . . . 235

Assam . ‘ 8s

Bihar ' . PO . 130

Bombay . . . . . - . 960

Keralz . . . . 95

Madhya Pradésh . . . . 155

Madras - . . . ', . . - 285

Myosre . . 100

Orissa . . . . - . . . 8s

Punjab . . . . . . 175§

Rajésthan . 90 !
Uttar Pradesh . . 575 .
West Bengal . . . + . " . 280

Total N . . 3250



ander. it any, of the net proceeds b

‘ o IR L DA
Aioriagted as TOUCWS:

T Pereentage
Neraibira rdan’s 7 BL
AL 2073
hliar 1004
Bombay 52
~orala 335
Madin Pradesa “fh
Aadrs . . . . . . . VAN
Mysore . 513
Orissa . . . . . . . 520
Punjab LR
Rayasthan . . . . R . . 4732 !
Uutar Pradesh 17-18
West Bengal . . . . 831

VIIL. (a) Out of the net proceeds in each financial year of the

(b,

tax op rallway fares & sum equal to 3 (one-quarter) per
cent be retained by the Union as procecds attribulable to
Union territories: and

the balance of the net proceeds of the tax on railway fares
be distributed among rhe States as foliows:

Siate Percentage
Andhra Pradesh 386
Assam 2-71
Bihar . . . . . 939
Bombay 16°25
Kerala 1-81
Afadhva Pradesh Srar .
Madras 6-46
AMysore 4+ 45
Onssa 178
Purijab . . . . 8-11
Rajasthan 6-77
Urrar Pradesh . . . . . . TR-76

West Bengal - . . . . & o3k
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XIX. Conclusion

199. The scheme of devolution recommended by us is an integrated
scheme. It takes into account the needs of the States with due regard
to the ability of the Union, with its immense responsibilities parti-
cularly for defence and national development, to transfer resoufces
to the States. It maintains a balance between devolution by trans-
fer of shares of taxes and devorution by fixed grants-in-aid. We
would like to emphasize that any modification of individual recom-
mendations will upset this balance,

-

200. We recommend that the decisions taken by the Government
of India on this report be given effect to from 1st April 1957, and all
Payments made on the basis of the interim report submitted by us

be readjusted against the final payments. This will be without
prejudice to the settlemen:-of past arrears, if any. T

201. Our scheme provides for a devolution of about Rs. 140 crores
@ year against an average sum of Rs. 93 croreg received by the States
under the last Cormmission’s recommendations in the five years end-
ing 31st March 1957. The table below summarises what each State
may expect to receive under our recommendations taken together in
each of the five years beginning on 1st April 1957. The figures shown
against shares of taxes are only estimates and indicate the order of
the sums to be received; the actuals will vary from year to year.

. : {Rupees in crores)
N .
Grant *
’ Grant under
State Shares under substantive Total
, of article portion of
taxes 273% article
275(1 |
Andhra Pradesh . . . 8-50 4400 1250
Assam . . . . . . 2975 0-45 4+05 725
Bihar . . . . . . " 1000 0-43 3-80 14-23
Bombay . . . . . . 1475 14-75
Kerala 375 .. 1-75 5750
Madhya tradesh 7 00 3-00 10-00
Madras 8-25 . .. ' 8-25‘
Mysore §-50 " 600 11.50
QOrissa 4-00 009 3. 7-44
Punjab 4-25 25 65
Rajasthan 4-25 50 nes



XIX. Conclusion

199. The scheme of devolution recommended by us is an integrated
scheme. It takes intc account the needs of the States with dye regard
to the ability of the Union, with its immense responsibilities parti-
cularly for defence and national development, to transfer resoufces
to the States. It maintains g balance between devolution by trans-
fer cf shares of taxes and devolution by fixed grants-in-aid. We
would like to emphasize that any modification of individual recom-
mendations will upset this balance.

200. We recommend that the decisions taken by the Government
of India on this report be given effect to from 1st April 1957 and all
bayments made on the basis of the interim report submitted by us
be readjusted against the final payments. This will be without

prejudice to the settlemen: of past arrears, if any.

201. Our scheme provides for a devolution of about Rs. 140 crores
4 year against an average sum of Rs. 93 crores received by the States
under the last Commission’s recommendations in the five years end-
ing 31st March 1957 The table below summarises what each State
may expect to receive under our recommendations taken together in
2ach of the five years beginning on 1st April 1957. The figures showf,
against shares of taxes are only estimates and indicate the order of
the sums to be received; the actuals will vary from year to year.

(Rupees in crores)

‘L
A 1}
Grant
Grant under
State Shares under  substantive Total
of article portion of
taxes 273% article
275(1 |
Andhra Pradesh . . . . &-s0 .. 4-00 1250
Assam . . . . . . 2-75 045 4-05 725
Bihar . . . . ; . "10700 043 3-80 14-23
Bombay . . . . . . 14-75 .. . 1475
Kerala 3-75 175 5-50
Madhya Pradesh . . . . 700 .. 300 10:00
Madras 5-25 8-2s
f
Mysore . . . . . . 550 .. 6-ao I1.50
Orissa . . . . . . 400 0-0g 37 7l
Punjab 4725 2 firc

Rajasthan . . . . . . 4-23 .. oo
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wainder, if any, of the net proceeds be

dis-ributad as follows:

Ardhra Pradesh
Assam

Bihar

Bombay

Kerala

Madhya Pradesi
Madras
Mysore .
Orissa

Punjab
Rajasthan
Utrar Pradesh
West Bengal .

Percentagu

7-31

273

. 1004

. . . 1752
315

. . 716
774

. . 513
320

371

. . 4-32
1718

8-31

YIIT. (a) Out of the net proceeds in each financial year of the
tax on railway fares a sum equal 1o 1 (one-quarter) ‘per
cent be retained by the Union as proceeds attributable to
Union territories; and

(b,

the balance of the net proceeds of the tax on railway fares
be distributed among the States as follows:

State

Andhra Pradesh
Assam
Bihar

" Bombay

Kerala

Madhva Pradesh
Madras .
Mysore

Orissa

Punjab
Rajasthan

Uttar Pradesh
West Bengal

Percentage

8-86
2471
9-39
1628
1-81
3:31
. . 6-46
. . . . 4-45
178
. . 811
677
i8-76
. . . . . 6-31



{Rupees In cToTed)

Cirant

arant under
. H 0
Suate G under subsintve Tt

of article  portion of

AN 273* article

275085
Littar Pradesh . . . . . 16r2s . .- 16°25
West Bengal . . . . . 950 291 387 1426
Jamunu and Kashmit . . . . 1023 . 3+00 4725

0000 1-88* 3758 139-43

*This is ar average for five years of payments wihich will actually be made to the
States in the three years ending 31st March 1960, Grants—in—aid under article 273 cease
on the cxpiry of ten years frem the commencement of the Constitution.

NOTE 1.—Assam will receive, in addition, a grant-in-gid of Re. 4o lakhs under clause (a)
of the second proviso to article 275(1 L

NoOTE 2.—Under Section 74 of the Srates Reorgauisaticn Act, the States of Bombay,
Kerala, Madras and Mysore are entitled to receive during the three years ending
315t March 1960 the sums by which a prescribed perceotage of their share of
divisible Central taxes may fall short of the average of the revenue gap grants
guaranteed to the former Pari B States of Saurashtra, Travancore-Cochin and
Mysore, now merged in them, On the estimate of divisible Central taxes adopted
by us, the sums due to Kerala and Madras will be marginal while Bombay and
Mysore may receive sums of the order of Rs. 34 crores and Rs. 1 crore
cespectively for all the three years.

202. The increased devolution - just mentioned is not the only
source of additional income for the States. During this period the
States will receive their share of the new Centrally levied tax under
article 269, namely, the tax on railway fares. These receipts, which
do not form part of the revenue devolved by us, are likely to be of
the order of Rs. 15 crores in a full year; a state-wise detailed analysis,
on the basis of the distribution recommended by us, is given in the
table below:

(Rupees in lakhs)

. Share of

State tax on
railway

fares

Andhra Pradesh . . - : i3
Assatn - > ~ v . . 4C
Bihar N N . . -36
Bombay . . . . . . . 241
Kerala . . . . . . - 27
Madhya Pradesh . . . . . 123

Madras . . . . . - . 56
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(Rupees in lakhs)

Sihare of
1ax on
State rallway
fares
Mysore . . . . . . . 66
Orissa . . . . . . . 26
Punjab . . . . . . . 120
Rajasthan . . . . . . . 100
Uttar Pradesh . . . . * 278
West Bengal . . . . . 94
Total - . . . . . 1481

203. We cannot over-emphasise the paramount importance of
States balancing their revenue budgets. We have framed our scheme
of devolution so as to enable them to doc so. With a massive develop-
ment plan under implementation, there is a grave risk of the budget-
ary deficits of the States endangering the country’s economy by add-
ing to the inflationary potential. Now that all expenditure creating
permanent assets are being treated as capital outlay, deficits on cur-
rent account covered by borrowing result in an unfair shifting by the
present generation of its burden to future generations. Development
expenditure should, therefore, be adjusted to the available resources
and States should not run into a revenue deficit even for meeting
such expenditure. We earnestly irust that they will bear this in
mind in shaping their financial policies,

XX. ACKNOWLEDGEMENTS

204. During the earlier stages of our work, when the accommoda-
tion allotted to us was not ready, we held some of our meetings in the
Committee rooms of Parliament or in the rooms of the Judges of the
Supreme Court, by the courtesy of the Speaker and the Chief J ustice.
We are most grateful to them for their assistance,

205. In conclusion we should like to place on record cur apprecia-
tion of the assistance given to us by our officers and staff. Our
Secretary, Shri H. B. Bhar, brought to bear on his work expert know-
ledge of Government finances and accounting. Qur Under Secretary,
Shri R. Saran, had a detailed knowledge of budgetary procedure and
practice which was of great value. Our Research. organisation,



Rupees ia likhs)

Siate Tiway

Mysore £
Orissa . A
Punjab . . . . . . . R
Rajasthan . : . . . . jEete)
Uttar Pradesh . . . . ~ o
West Bengal . . \ . . 94

Total . . . . . . 1483

203. We cannot over-emphasise the paramount importance of
States balancing their revenue budgets, We have framed our scheme
of devolution so as to enable them to do so. With a massive develop-
ment plan under implementation, there is a grave risk of the budget-
ary deficits of the States endangering the country’s economy by add-
ing to the inflationary potential. Now that all expenditure creating
permanent asse's are being treate{ as capital outlay, deficits on cur-
rent account covered by borrowing result in an unfair shifting by the
present generation of its burden to future generations. Development
expenditure should, therefore, be adjusted to the available resources
and States should not run into a revenue deficit even for meeting
such expenditure. We earnestly trust that they will bear this in
mind in shaping their financial policies.

XX. ACKNOWLEDGEMENTS

204. During the earlier stages of cur work, when the accommoda-
tion allotted to us was not ready, we held some of our meetings 1 the
Committee rooms of Parliament or in the roomns of the Judges of the
Supreme Court, by the courtesy of the Speaker and the Chief J usiice,
We are most grateful to them for their assistance,

205. Iv conclusion we should like to place on record our apprecia-
tion of ihe assistance given to us by our officers and staff. Qur
Becretary. Shrei 5, B, Bhar, brought to bear on his work expert know-
ledge of Government finances and accountng. Qur Under Secretary,
Shri R. Saran, had a detailed knowledge of budgetary procedure and
Practice which was of greaf value. Onyr Research  organisation,



(Rupees in crores)

Greant

Grant under
State Shares under substantive Total

of articie  portion of

axes 273% article

275(1)
Uttar Pradesh . . \ 16-2% . . 1625
West Bengal . . . . . g-50 ©-9I 3+87 14-26
Jammu and Kashmir . . . . 125 . 3700 4°25

00 1-88%  37°55 139743

*This is an average for five years of payments which will actually be made to the
States in the three years ending 31st March 196c. Grants-in-aid under articie 273 cease
on the expiry of ten years from the commencement of the Constitution.

NoTE I.—Assam will receive, in addition, & grant-in-aid of Re. 40 lakhs under clause (&)
of the second proviso to article 275(1).

NoTE 2.—Under Section 74 of the States Reorganisation Act, the States of Bombay,

Kerala, Madras and Mysore are entitied to receive during the three years ending

315t March 1960 the sums by which a prescribed percentage of their share of

divisible Central taxes may fall short of the average of the revenue gap grants

guaranteed to the former Par: B States of Saurashtra, Travancore-Cochin and

Mysore, now merged in them. On the estimate of divisible Central taxes adopted

by us, the sums due to Keralz and Madras will be marginal while Bombay and

Mysore may receive sums of the order of Rs, 3} crores and Rs. 1 crore
respectively for all the three years.

902. The increased devolution - just mentioned is not the only
source of additional income for the States. During this period the
States will receive their share of the new Centrally levied tax under
article 269, namely, the tax on railway fares. These receipts, which
do not form part of the revenue devolved by us, are likely to be of
the order of Rs. 15 crores in a full year; a state-wise detailed analysis,
on the basis of the distribution recommended by us, is given in the
table below:

{Rupees in lakhs}

. Share of

State tax on
railway

fares

Andhra Pradesh . . . s : . i31
Assatn . . . . s . 40
Bihar . . . . *39
Bombay . . . . . . . 241
Kerala . . . . . . . 27
Madhya Pradesh . . . . . 123

Madras . . . . . . . o6



gnder the Chief of Research. Shri R. K. Seshadri, cheerfully met all
the demands on it for statistical and othet information, very often

at short notice, and we had the benefit of Shri Seshadri’s wide know-

§ il ;
ledge of senaomie problers and Siate Movernments’ finances Sﬂd h[g
experience of work with the Sistes Reorganisation Commission. Sad

K. Jayaram, Private Sccretary to the Chairman. also assisted in the
work of the Commission Shri A P Puri, our Superintendent, the
office stafl under hirn and our personal staft did very good work. We
are grateful to all nf them.

7 SANTHANAM

Chairman.

UJJAL SINGH
Member.

L. 8 MISRA
Member.

MV BANGACHARI
Member,

B. N. GANGULI
Member.

H. B. BHAR
Secretary.

New Devsl,
30th September 1957.
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APPENDIX 1

(Ree purageaph 2}
{*ORRESPONDENCE WITH [FNION AND STATE (GOVERNMENTS ann o,
Accountante (1kneral AND COMPTROLLERS, AND FRESS NOTE
ISSTER PY THE COMMISSION.

{1) Letter No¢ O8]3-185-152/56, dated the 20tk Apral 1956 from
Shri M. V Rungachari, Officer on Special Duly, Ministry  of
Fingnee, to the Finance Secretaries, all Part A and Part B Stotes.

As you know, » new Finance Comroission is belng constituted and
will be taking office nu the 1t June 1956 Az on the fast occasion we
fecl that it will be an advantage i, w anticipation of the formal
constitution of the Commission, we gave you some idea of the data
which the Commission are likely to reguire in connection with their
work. I am writing this leiter after infermal copsultation with the
Chairman-designate and other Members of the Commissien. It is
pot comprehensive and 1s only the first  reguest for  information
Further requests will follow as the Commission's work develops.

9 This letter deals primarily with three matters on which the
Commission will, in any case, have to make recommendation to the
Fresident, viz., the allocation of income tax and other divisible taxes,
the amounts to be paid as grants-in-aid under article 273 of the
Constitution, the determination of the States in need of assisfance
and the grants-in-aid to be paid to them under article 275. There
may be other matters which the President mov vefer to the Com-
mission. The State Governments will be addressed in due course for
any material, which the Commission inay requoire to deai with these
specific issues, after they have recetved the format reference from

the President.
3 As regards frhe allocation and distripution of income tax, the

Commission will take inbe account the considerations which have
influenced past settlzmeiits. {t is, therefore, nel neressary in such

representations #As e Siate overumeats mos wist Lo ruake to go
into the past histovy in any great defal b HERTVRY e SR 15 O

Commission if paet swale  mends G - se wnian. RIS 113) S TR AR 1Y
putting forwarg s case for ine woedlticateas, o« o, ruggested in che

present basis
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4. At present three excise duties, viz., those on matches, tobacco
and vegetable products, are divided between the Centre and the
States. The Commission would welcome any comments the State
Governments may have on the existing division and any suggestions
in regard to the future allocation of these or other excise duties,

5. Grants-in-aid under article 273 of the Constitution concern only
the States of Assam, Bihar, Orissa and West Bengal. The Govern-
ments of these States would, doubtless, indicate whether they consi-
der any modification necessary in the amounts of the grants as they
now stand prescribed and explain their case for the suggested
change. : ]

6. For determining the States in need of assistance and grants-in-
aid to be paid to them under the substantive portion of article 275 (1),
the Commission would require from all States a forecast year by
year of the estimated revenue and expenditure for the five years
ending 1961-62. This forecast may be prepared in the form appended
to this letter. A number of notes indicating the basis on which the
forecast should be prepared and further details which the Com-
mission are likely to require have been given in this form for guid-
ance.

7. The forecast mentioned in the previous paragraph may be pre-
pared for the State as it is at present. constituted. Some of these
States will be affected by the impending reorganisation. These
States should send a subsidiary statement showing the effect on the
revenue and expenditure of the transfer of any area from that State
to other States, separately for each area going inio another State.
Thus Bombay will have four subsidiary statements, Hyderabad three,
Madhya Pradesh and Madras two each and Travancore-Cochin one,
The adjustments between the States due to these transfers will be
carried out in the Commission’s office here. We shall also make
adjustmentis for any Centrally adimnistered area and Part C State
merging in the new States by reorganisation. For the purpose of
these statements, it may be assumed that the reorganisation will take
place on the lines proposed in the States Reorganisation Bill as intro.
duced in Parliament. The figures may be subsequently readjusted
in the light of such changes as Parliament may make in the Bill.

8. I shall be grateful if the memorandum and the statements asked
for in this letter are sent to the Secretary to the Commission by the
ist of July 1956 with 7 spare copies.

4. If there is any point on which you require clarification or fur=
s Tecbmndianme 1A wan kindlv write to me?



yie and Erpenditure.
s

i Rupess w0 Jaxhs)

1558-59 19536 1g6G-61 1geI-G2

Heads 3o 15y

Revenut

Tyral Reveiue

Expenditare metiron
Revenue.

Tatal Exprodinire

Sorplae

reficir

™NOTES
Figures shoudd o given by maior heads of account.

v Any modificatiodd s the forecast as given the Planning Liompnssien shonald he

indicated  aod axplired rriefly.

i the revenus - GALeST
J ncome iy And drvisible 2ncises apd any graal recerved

fayothie State’s shass
& 275 of the Donsiinbon showid be shown ay ru:

npder ariile

iB) Full detaiiy shoukd b given of any ather graot from the Ceutre  meluded m

the estimaie ; snd
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(e} any amount included for anticipated improvements in revenue or any allowance

mad; for the abandonrent of any existing source of State revenue or the re-
duction in the yield should be explained in derail in supplementary notes,
indicating the amounts involved 0 euch year.

4. A statement showing the recommendations of the Taxaticn Erquirty Com-
mission which have been 1mplemer1ged, the resulting increase in revenue, and the estimai-
ed additional revenue if the remaining recommendations are implemented, should be
gttached.

5. In the expenditure estimates—

() no allowance should be made for fresh expenditure o development bur esti-
mates of such expenditure should be given in brackets below each major head

for each year ;

{(b) if they include any special item of expenditure, this should be indicated in
explanatory _notes ;

(¢} provision should be included -or recurring’expenditure on completed schemes
in the first five year plan, which would not form part of the provision for the
second plan. A rough indication of this increased recurring expenditure
included in the forecast may be given year by year ; and

(d) provision should be incdluded for the normal growth of expenditure,

7. A subsidiary statement should be attached showing the revenue and expenditure
of any area, which would be transferred from Lhencxi.stmg $tate 1o & new State in accor~
dance with the provisions of the Srates Reorganisation Bill,

8. A statement should be appended showing year by year the total expenditure on
famine and famine relief in the last ten years and the amount of assistance received from

the Centre by way of supply of foodgrains at concessional prices.

(2) Letter No. OSD.153-157/56, dated the 20th April 1956 from Shri
M. V. Rangachari, Officer on Special Duty, Ministry of Finance,
to the Chief Commissioners of Ajmer, Bhopal, Coorg and Kutch
and the Finance Secretary, Vindhya Pradesh.

-

I enclose a copy of a letter addressed to the Finance Secretaries
of 21l Part A and Part B States asking for certain material to he
furnished in connection with the work of the Finance Commission.
I shall be grateful if in respect of your State you would also furnish



1

et dion on the tipes asked for ia that loiter subject to suelh
molifications a5 may be Necessary arising out of the presenf, positivs
of your Htste as a Hart O Stais.

> . AT St o AL

(3} Note daved the 30th April 1956 from  Shri M V. Rengachari,
Ofcer om Special Duty, fo ihe Covernment of India, Ministry
nf Finance (Rudget Divison).

Wil the Budget Lnvision kindly arrange to collect the following
materiz for the information aod use of the Finance Cominission?
inl A forecast of the revenue and expenditure of the Central
Government by major heads of account for the next Give
years in the form attached.

b) A statement showing for each of the five years endibg
1955-56 the grants made fo the States from revenue with.
brief notew regarding the basis on which the grant was
calculated and the purpose of the grant. (For purposes
of this statement the payment of the States’ share of
income tax and Union excises should not be treated as 2
grant.}

(¢} A statementi showing the capital grants (but not loans),
if any, made to the Stales in the last five years and provid-
ad for in the budget for the current year with explanaiions

a5 in (b} above.

9. Seven copies »f the material assembled may be kept ready
for transmission to the Commission by the end of June 1938,

Forecast of Revenue and Expenditire
(Rupees in Jakhs) 3

Head 1gahes7 195754 1958-59 1659-60  1G60-HY by 62
R evrenile

[P W

Foial Revetnie
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Forecast of Reverue and Expenditure—concld.

(Rupees in lakhs)

Head 1956-57 1957-58 1958-50 1959-60 I960-6% I961-62

o -
-

Expenditure met from
evenue.

|

“Total Expenditure

Surplus
Deficit

Net

Nortss

Figures should be given by major heads of account,

In the section dealing with revenue, no deduction should be made on account of the
“States’ share of income tax or estate duty but a separate statement should be furnished
‘giving an estimate for each year of the divisible pool of income tax and the total of the dis-
~tributable amount of estate duty.,

N
A statement giving a breakdown by articles of the provision made under Union excise
-duties must be attached.

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

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

The share of divisible excises payabl: to the States and included in the expenditure
-estimates should be given separately,

As on the revenue side variations in the e:timates of expenditure from year to year
-should be briefly explained. .

Botk the revenue and expenditure estimates should be on the existing level of taxae-
tion and the present scale of normal expenditure. No provision should be included for
fresh development expenditure but an indicat'on should be given in a separate statement
of the magnitude of the expenditure in each of these five years, B

“If the estimates of expenditure in any year include special items, this should be ig-
dicated in suitable explanatory notes.

A staternent should be added showing the recommendations of the Taxation Enquiry
~Commission which have been implemented and the total annual vield from such taxes
-included in the revenue estimates. An indication should also be given of the annual in-
-Crease in revenue that may be expected if the remaining recommendations are itmplemented,

BT
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(4 Dremagfice tetier No. OSD-101758, dated 20ih April 1856 frome
Cap oyl 7 Rengachari, Oficer ot Speciai Dty Winistry of

R LR

Finenoe, 1 a1l Civil Accountants General and Comptroliers.

‘

We are engaged in the collection of preliminary Jata for the use-
of the ¥inance Commission which, as you may have seen in the
papers, will be {srimally constituted on st June 1856, The pattern
of borrowing by the States from the Centre in recenl years is one
flikely to interest the Commission apd they would want information:
about the rate of interest and the terms of repayment of the loans
taken from the Centre by the various States between 15th August
194 and Sist March 195¢. [ shall be grateful 1f you would kRindly
have a statement prepared separately for each year in the form
enclosed with this lctter in respect of loans taken from the Centre
by the State (overnment whose accounts are kept by you. These
cialements may be rompiled and sent S0 s to reach us by 30th June
1956 at the latest

9 If there is any point on which you require further clarification,
will vou kindly drop me a line?

Loans from the (Central Governmaent .aken between 15th August.
1947 and 3lst Maorch 1956.

State of — ~—

Amount Rate of Date and Balance on
Purpose of Loan sanctioned Interest rerms of 31st March Rerna rks
repayment 1956
e T L R
[ Rty -

NOTES

§, A scparale staternent should be prepared for each yeat.

2. The purpose of the 10an should be briefly stated such as “for FPhekya WNengal
sifor Tungabhadra™, “or rehabilitation of displaced persons”™  for Grow Mete Feed”s
£,



94

{5) Letter No. P-70-v (Confidential), dated the 2nd May 1956 from
Shri R. C. Joshi, Deputy Secretary to the Government of Bom-~
bay, Finance Department, to the Officer on Special Duty, Minis-
iry of Finance. '

In its letter No, 0OSD.135/56, dated 20th April, 1956, the Finance
Commission has called for a forecast, year by year, of the estimated
Tevenue and’ expenditure for the 5 years ending 1961-62 for the
Bombay State as constituted at present and also separately for each
of the four areas into which it is proposed to be split up.

The reorganisation of the State will not only affect the existing
boundaries of the States but will also affect the pattern of revenue
and expenditure in the four areas of the present Bombay State due to
their integration with the neighbouring States. At bresent, there
is no clear idea of what the administrative set-up in the new States
will be or how the present plan will be divided between the different
areas. It is difficult to split up the forecast regionwise even on
the assumption that the present set up will continue since the
accounts are not maintained according to districts,

In the circumstances, I am to request for further clarification as
to how the forecast in respect of the four regions into which this
State is proposed to be split up can be worked out,

q6) Letter No. P-709/X-FC~1/56—57, dated the Tth May 1956 from
Shri B. B. Lal, 1.C.S., Finance Secretery to the Government of
Uttar Pradesh, to the Officer on Special Duty, Ministry of
Finance.

I am directed to acknowledge receipt of your letter No. OSD-137/
56, dated April 20, 1956 asking for certain preliminary information
for the use of the newly constituted Finance Commission and to seek
-<clarification on the following points:—

(a) Note 2 in the form enclosed with your letter suggests that
if the forecast now to be given varies from that given to
the Planning Commission the variation should be explain-
ed. Tt is not understood how this can be done since the
forecast intimated to the Commission was in respect of

. the years 1956—61 while that required now would be
- for 1957—62. Also the forecast given to the Commission



sl oA YT Ly cear basis but in two biocks one
Sopesne estinuates oo the Brsi (wo years

Frd bR sy Farn s asvt o S vran e
Al Dhellier fer ouim acxt ihree vears.
»
th) Tre  mpoeation of fthe word ‘Development ocourring

inonote 3(3) ibid s onot clear. Wil all Second Plan ex-
rendivuara be freated as fresh development exvenditure
ard shown o bracke’s separately? 1f not, what precisely
will he the categories of expenditure which is to be
regarded as ‘fresh cxpenditure on development’?

&) As regards debt services, it is presumed that interest
peyeble on public joars raised during the period of the
torecast and provision for obligatery sinking funds for
such loans will also be taken into account. The forecast
of public loans given to the Planning Commission for the
Second Plan period will form the basis for this purpose.
The amount of loans from the Centre, however, which
may be received from 1956-57. is a wholly undecided and
urknown factor and will depend on the size of the capital
outlay during the period of the forecast (1957-62) which
may be left uncovered by public loans. Interest charges
on these Central loans will inevitably have to be included
in the forecast.

2. T am to request that the points mentioned above may kindly
be considered and clarified as early as possible.

(7} Letter No. OSD/188/56, dated the 15th May 1956 from Shri
M. V. Rangachari, Officer on Special Duty, Ministry of Finance,
to the Finance Secretary to the Government of Bombay, (copy
with a copy of the letter replied to forwarded to the Finance
Secretaries of Madhya Pradesh, Hyderabad, Madras end Tra-
vancore-Cochin) .

1 am directed to refer to Shri Joshi’s confidential letter No. P-70-

V {Confidential), dated the 2nd May 1956 and tc state that for
purposes of the Commission it would suffice if any {orecast prepared
by the State Government for the States Reorganisation Commission
on the existing pattern of taxation and administratior for the various
areas, which are being transferred to other States or constituted inte
new States, is supplied to them. TIf no such forecast was prepared
but past actuals for these areas were collected in consultation with
the Accountani (General, these actuals may be supplied.
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(8) Letter No. OSD-189/56, dated the 15th Maey 1956 from Shri
M. V. Rangachari, Officer on Special Duty, Ministry of Finance,
to the Finance Secretary to the Government of Uttar Pradesh,
(copy with a copy of the letter replied to forwarded to the
Finance Secretaries of all other Part A and Part B States).

I am directed to refer,to your letter No. P-709/X-F(C-1/56-57,
dated the 7th May 1956 and to state that the replies to the points
raised by you are as follows: —

(a) In view of the disparity pointed out by vyou it will be
sufficient if any variation between the total figures of
revenue and expenditure for the years 1958-59 to 1960-61
inclusive in the forecast prepared for the Commission and
the figures given for the cqrresponding years to the Plan-
ning Corumission are indicated and explained.

(b) For purposes of the forecast, all expenditure on the second
plan to be met from the Revenue Budget may be treated
as fresh expenditure on development,

(¢) Interest payable on public loans to be raised during the
period of the forecast may also be taken into account. The
total amount of the estimated borrowings and the amount
included in each year for the servicing of the new borrow-
ings should be explained in a separate note. Unless it is

"~ the policy of the Government to have an obligatory sink-
ing fund for all the public loans, no provision need be
included for such sinking funds. Similarly, any provi-
sion made for borrowing from the Centre and payment of
interest thereon may be included and explained.

(9) Letter No. FC.1-B/56, dated Tth June 1956 from Shri H. B.
Bhar, Secretary, Finance Commission, to the Finance Secretaries
of all Part A and Part B States.

Will you kindly refer to our letter No. 0SD-135-152/56, dated 20th
April 1956 in regard to the material required for the Finance Com-
mission?

2. As you may have seen from the paper, the President has made
a formal order constituting the Commission and containing the
terms of reference to them. I enclose a copy of the order for the
information of the State Government.

-



3 With referénce to the two terms of reference not covered by

the data asked for n our letter dated 20th Aprit 1396, namely, the

d;stribution of the net proceeds of the sstate duty on property other
than agricuitural land, and the review of the fecns of the loans

taken by the State Government from the Centre between 15tk
August 1947 and 3lst March 1956, 1 shall be glad if you Kkindly
cond self-cortained memoranda setting out the views of the State
Ciovernmen! on these matters,

4. At their meeting earlier this week, the Cormm ssion considered
the subsidiary points on which information should be obtained from
the State Governments. 1 enclose a statement of these points and
1 shall be glad if you kmdly arrange to send a imemorandum
on cach of them separately {or submission to the Commission In
compiling this memorandum Lhe figures of receipts or expendifure
pertaining to the years 1955-56 and 1956-57 may be based on the
revised and budget estimates respectively of these years, For
States likely to be affected by the impending regrgarisation, separate
fipures may be givep wherever possible in subsidiary statements for
the areas likely to be transferred from the Sfate, as al present con-
stituted, to another State, separately for each such Area.

5 ‘The additional memorsanda asked for in paragraphs 3 and 4

above may be sent with ten copies so as to reach the Commission's
office on or before 10th August 1956. s

LIST OF SUBSIDIARY POINTS

1. Rates of the principal taxes (agricultural income tay, stamps,
motor vehicles, entertainment tax, electricity duty, general sales tax
and other taxes and duties) in 1951-52 and the changes therein from

1952-53 to 1956-57.

9 Basis and rates of land revenue asssessment  (including
surcharge, special rates, ete.) in 1951-32, and changes during the
period 1952-53 to 1956-57.

5. Excise revenue in 1951-52, the changes therein and the results
of prohibition during 1952-53 to 195(-57, and the futore plans of the
Sizate Governments in regard 1o prohibition.

4 Amount of food subsidies from State revenue during each

of ihe fve years from 1052-53 1o 1956-57.
e
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9. Receipts, payments and balances ‘n the S'ate Road Fund and

the Famine Reljef Fund, if any, for each of the year 1952-53 to
1956-57,

6. Expenrditure from State’ revenue in each financial year from
I5th August 1947 io 31st March 1957 on account of relief and rehg-
bilitation of displaced persons,

7. Revenue (indicating Separately srants from Government} of
local bodies and expenditure incurred by them on roads, education,

medical and health services in the last three years for which actuais
are available.

8. Mileage of national highways and A, B and C class roads on
Ist April 19483, 1st April 1952 and Ist April 1956.

9. Strength of establishment under Police (with separate figures
for border police where such police is rmaintained separately),
General Administration, Justice and Jails on 1st Aprii 1948, Iist
April 1952 and 1st Aprii 1958,

0. Number of primary schools, Pupils ard teachers therein on
Ist April 1948, 1st April 1952 and 1st April 1958,

I1l. Number of hospitals and dispensaries, total number of bheds,
nurses, doctors and midwives, rural and urban separately, on st
April 1948, Ist April 1952 and 1st April. 1956.

12. The nature of economy measures, if any, carried out by the
State Government in the years 1952-53 to 1955-56 inclusive and their
Tasults,

13. Programme of agrarian reforms in the State, their effect on

révenue and expenditure during 1954-55 as compared with 1947 48
and their probable effects during the period 1957-58 to 1961-82.

14. Financial results of the working of State commercial and
industrial undertakings like road transport, electricity schemes. in-
dustries, ete., for which commercial accounts are maintained, during
each of the vears 195253 +to 1956-57.

15. Grow More Food Schermnes—1952-53 to 1956-57. Give for each
year particulars of (i} gross expenditure, (ii) loans and (iii) grants
received from the Centre. Also give estimated increase in food pro-
~ duction over this period. .

16. Position of taccavi and land improvement loans—advances,
recoveries and remissions and write-offs during each of the five years
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upto and inclusive of 1959-36 and total outstandings and overdue
arrears at the end of cach of these years.

17, Revisions of pay and allowances of S.ate employees in each
of the last five years and the consequent increase in expenditure.

16, Gross expendiiure on  Community Frojects and Natoual
Extension Service schemes and the amount of grants-ip-aid  and
loans separately from the Centre during each of the vears 1952-53 1o

1956-07.

19, 10 lowalls of cnergy generated in 1948, 1952 and 1956 hy (1)
State undertakings (excluding purchascs from the Damodar Valle:
Corporation in the case of West Bengal and Bihar) and {i1) private

undertakings.

20. Gross expenditure on handloom, small scale industries, handi-
crafts, serviculture and khadi and village industries in each of the
vears from 1952-53 to 1956-57 and assistance from the Centre by way
of (i) loans and (ii) grants.

21, Particulars of the amounts received from  bodies like the
Indian Council of Agricultural Research, Indian Cotton Comm.tiee,
{ndian Jute Committee, etc,, during 1953-54, 1954-55 and 1855-56, the
purposes for which they were received, the expenditure incurred
against these grants and whether any matching expenditure
was incurred from State revenues. If laiter, figures of such expen-

diture may be g.ven

92 Particulars of the cesses levied by the State, their purposes,
the tolal proceeds of each cess, the amounts, if any, thereof trans-
ferred to local bodies or spent directty by the State Government
during 1953-54, 1954-55 and 1935-06.

23. New State enterprises established, or addition to and expansion
of existing enterprises, dur.ng 1952-53 io 1956-57 and those proposed
to be established during 1957-58 to 1961-62. (Only schemes costing
Rs. 10 lakhs and over need be given)

24. Debt position of the State showing the toial oul~mnding deb
to the public and the Uenire on lst April 1¥32 and 1sv Aprit 1907 and
the interest-vield ng assets held against such debt (see for illustra-
tion the staiement at pages 89 and 90 ol the Explanatory Memoran-
dum on the Central Budgel for 1636-57).
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(10) Demi-official letter No. FC.1-B/56, dated the 29th June 1956
from Shri H. B, Bhar, Secretary :o the Finance Commission,
to the Finance Secretaries of all Part A aend Part B States
(except Bihar),

Wil  you kindly refer’ to0 Shri Rangachari’s lefter No.
OSD-135-152/56, dated the 20th April 1956, wherein the State
Government was requested, inter alia, to submit an annual forecast

of revenue and expenditure from 1956-57 to
r. DO, Tt dared 1961697 In  the letters indicated in the

Shri M. V. Ranguchari, margin suggestions for reclassification of

Secretary to the Govern- , . .

ment of Indis, Minitry certain expenditure from revenue to capital

of Finance, were made to the State Government. We
2. D.0. No. 1 (104)BIL'ss, understand that your State Governn.lent has
dated  13th December accepted all or most of these suggestions and

Poal, Sf;‘;‘r’;mf}f'“r?' M has also given effect to them in the budget

ﬁ?;ieﬁ;rlgrfﬁpmgxfmfndia, estimates of the current year. I would be

’ grateful if, while submitting the forecast of
3. D.O. No. F. 1 (109-nI1  T€Venue and expenditure, an indication is

/55, dated 15th  October, . gitven of the amounts for 1956-57, under the

1955, from Shri H, M, = ' . : ;

Patei, Secretary ro the individual major heads of expenditure,

ﬁ‘l?:’lfsrtﬂr;“f)“f‘Fir?gnce{“di“’ which on account of the reclassifications have

been transferred from revenue to capital, In
case any or some of the suggestions contained in the three letters
mentioned in the margin have not been given effect to in the budget
estimates for 1956-57, the amounts under the different major heads of
expenditure, which could he transferred from revenue to capital in
1956-57, if the suggested reclassification is adopted, may kindly be
indicated. .

(11) Letter No. P-1056/X-FC-1/56-57, dated the 9th July 1956, from
Shri B. B. Lal, [.C.S., Finance Secretary to the Government of
Uttar Pradesh, to the Secretam , Finance Commission.

I am d'rected to refer to Shr: Rangachari’s letter No. 0OSD-189/56,
dated May 15, 1956, and to say that it would appear that even the
differences between the figures given to the Planning Commission and
those that may be g'ven to the Finance Commission for the period
1958-61 would not be easy to explain. The forecast for the Planning
Commission was prepared about two years ago, while the figures

being collected for the Finance Commission have taken the budget

- estimates for 1956-57 as a starting point. This factor in itself is likely

to be responsible for a difference in a majority of cases, Moreover,
under several heads, the forecast suggested by the State Government
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was subsequently revised by the Planning Commission on a total five
year basis and the overall forecast thus worked out cannot possibly

be broken up on a year tc year basis except in a purely hypothetical
manner. While, therefore, ' may be useful to explain the important
variations from year to year in the forecast for the Finance Commis-
sion itself, perhaps a comparison of the forecast prepared for the
Planning Commission with that prepared for the Finance Commis-
sion for a few over.apping years may not be very helpful. In view
of these considerations, I am to express the hope that the Finance
Commission will not consider it necessary to ask for such variations
for the vears 1958-61 being explained.

(12) Note No. 13(2)-B/36, duted the 18th July 1956 from Shri H, B.
Bhar. Secretary to the Finance Commissien, to the Government
of India, Ministry of Finance, Department of Economic Affairs
and Department of Revenue (Central Board vf Revenue).

The Ministry of Finance (Department of Economic Affairs)/Cen-
tral Board of Revenue are aware that the Finance Commission are
required to recommend the princ’ples which should govern the distri-
bution of the net proceeds of the estate duty in respect of property
other than agricultural land. In the distribution itself, the Govern-
ment of India has a minor nterest as it will get only the share per-
taining to the Centrally administered areas. But the Government of
India will have to deal with the practical problems involved in the
implementation of any distribution scheme and it should be greatly
interested in the administrative aspects of the question. The Com-
mission would be grateful if the Ministry of Finance, (Department
of Economic Affairs)/Central Board of Revenue will kindly state the
principles which, in its opinion, may be adopted for this purpose.

{13) Letter No. FC.1(4)-B/56, dated the 25th July 1956 from Shn
H. B. Bhar, Secretary to the Finance Commission, to the Finance
Secretary to the Government of Uttar Pradesh. (Copy, with «
copy of the letter replied to, forwarded to the Finance Secretaries
of all the other Part A and Part B States, Ajmer, Bhopal, Coorg,
Kuteh and Vindhya Pradesh).

I ara to invite a reference to your letter No, F-1056/% “(C-1/56-37
dated 9th July 1836 and io state that if, on accou v or 1ne time-lag
between the preparation of the forecasts ifor the Planning Commis-
sion and for the Finance Commission, there is likelv to be any fairly
subsisntia’ differences between the two forecasts, this should be suit-

o o - — —~
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not be possible to compare the annual forecasts for the Finance Come-
mission with those submitted to the Planning Comm ssion on account.
of the latter having altered the figures on a total five-year basis, In
view of this, the provisions under the individual heads in the 1956-57
budget estimates should be deducted “from the totals, of the five
year period from 1956-57 to 1360-61, agreed to with the Planning
Commission, and the balance amount should he compared with the

totals, under these heads, of the amounts for the four years 1957-58,

1958-59, 1959-60 and 1960-61 appearing in the forecast for the Finance .
Commission. "Variations between these two sets of figures should be:

suitably explained.

(14) Letter-No. FC.29(1)-B/56, dated the 24th May 1957 from Shri
H. B. Bhar, Secretary, Finance Commission, to the Finance Sec-

retaries of all State Governments.

I am dirécted to enclose, for the information of the State Govern--
ment, a copy of a letter from the Government of India to the Finance-
Commission intimating two additional references which the Presi-
dent has been pleased to decide should be made to the Commission.

2. In regard to the first reference, hamely, that dealing with the-
distribution of the addit'onal duty of excise on textiles, tobacco and
sugar, the Commission would like to have the following informa-.
tion: —

{a) The rate at which the taxes are now levied on these com-
mod:ties in your State under the State’s Sales Tax Act or
other similar law. ]

{b) The sums realised by the State Government in each of
the last three financial years from such taxes on each
commodity and the basis on which the figures of revenue
have been worked out.

{c) The consumption of each of the commodities in the State
in the last three years and the basis on which this has
been computed. ‘ . )

In furnishing information regsrding collection and con-

sumption for the States affected by reorganisation, the

figures upto 31ist October 1956 may be worked out for the
former States and distributed on a population basis among
the successor States.

(d) The total receipts from sales taxes including sales tax on
motor spirit and tobacco tax, if any.

f——
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3. The Commission would like to have the suggestions of the
State Government in regard to the principles of distribution of the

net proceeds of this additional duty,

4. In regard to the second reference, narely, the principles of the
distribution of the net proceeds of the proposed tax on Railway fares,
the Commission would like to have the suggestions of the State
Governmont.

5. It iz requesied that the material asked for in this letter may

be sent to reach the Commssion's office by the 30th of June 1957 at
the latest

(15) Letter No. FC.28(1)-B/56, dated the 24th May 1957 from Shri
H. B Bhar, Secretary, Finance Commuission, to the Secretary,
Railway Board.

[ am directed to state that the President has bheen pleased to
requested the F.nance Commission to make recormmmendations to him
as to the principles which should govern the distribution, under
article 269 of the Constitution, of the net proceeds of the tax non
railway fares proposed tc be levied by the Raiiway Passengers Fara
Bill 1957. In this connection the Commission would lLke to have the
following information: —

{1} the route mileage (separately for broad, metre and narrow
gauges) of each zone and the distribution of such mileage
among the present States covered by the zone;

(2) the passenger earnings gauge-wise for each rallway zone
in the three years end.ng 1956-57, and distributed by the
existing States covered by the zone;

(3) the passenger earnings of the zone in those three years
distributed, amongst the existing States, on the basis of
the location of the originating stations in the States;

{4) the passenger miles in each zone distributed amongst the
existing States for those three years. '

The Commission would welcomz any suggestions which the Rail-
way Board might make for the distribution of the proceeds of  the
tax.

We would be grateful if the requived material is sent to us ag
early as possible and preferably within a fortnight. The Commission
would also like to meet an of cial of the Railway Ministry later on.
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(16) Press Note dated 12th July 1956 issued by the Finance

Commission.

The Finance Commission have to make recommendations to the
President on the following matters: —

(i)

(i)

(iii)

(iv)

(v)

(vi)

(vii)

the d.stribution of the net proceeds of income tax between
the Union and the Stutes and the allocation of the States’
share among the States;

the distribution of other divisible Central taxes like Union
excise duties;

the amounts to be paid to the States of Assam, Bihar,
Orissa and West Bengal in lieu of the assignment of any
share of the export duty on jute and jute products;

the principles which should govern the grants-in-aid of
the revenues of the States out of the Consoiidated Fund
of India; .

the States which are in need of assistance by way of
granis-in-aid of revenues, and the sums to be paid to those
States, having regard, among other considerations, to the
requirements of the second five year plan and the efforts
made by those States to raise additional revenue from the
sources available to them; :

the principles which should govern the distribution of
the net proceeds of the estate duty in respect of property
other than agricultural land;

the modifications, if any, in the rates of interest and the
terms of repayment of the loans made to the warious
States by the Government of India between 15th August
1947 and 31st March 1956.

2. At present 55 per cent of the divisible net proceeds of income
ax (other than corporation tax) is assigned to the States and dis-
ributed among thern in the following percentage ratios:

State Percentage .

Andhra 549
Assam 225§
Bihar 975
Bombay ‘ . . 17°50
Hyderabad . . . . . . 450
Madhya Bharat . . . . . . 175
Madhy Pradesh §r25
| 9°56

Madras
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Srate [ P SR

Mysore

LTS _
Pepsu . . . . ) . PR
Munjab . . . S
Rajastlan . . . . . YA
Saorasfira . . . . ‘ o
Travancors £ ochin . . . . rose
Uittar Pradesh . . . . . £5°7 .
Wesr Bengal . . . . It-2s

The shares of the Stales have to be refixed as a resuit of the
impending reorganisation and new percertages recormmmended for the
reorganised States,

The share to be retained by the Cenire also has to be determined.

The present allocation is broadly worked sut on the basis of 20

per cent by population and 20 per cent by colleetion,

The basis of distribution of income tax has alwayvs been g maiter
of controversy. Various bases have been suggested for allocating
income tax:

{i} colleciion of income lax in the various Siates;

{ii) amount of income <ax realisad in respect of income,
wherever sarned, of individuals resident inn  the different
States;

(111} collection of income tax in the various States adjusted
with reference lo the origin of the income;

(1w} relative population of each State,

{(v) relative volume of industrial labour in each State;

(vi) needs of the different States according to various criteria;
and

{vir) different combinations nf the above factors.

S Three Union  duties  of excise, namely, those on  matches,
iohacco and vegetable products, are now divisible between the Centre
and the States, and 40 per cenl of the nel proceeds are distributed
among the States on the basis of populavion. The gquantum  of the
faxes 1o be iransferred to the States, the axeises to be continued or
made divisible and the basis of distributioa all fall 1o be considered
hw the Cominission,

4 The first Finanee Commission cecommended that grasts in-aid
of Tis 75 lakbs each to Assam and Bibar, Bs 15 lakhs to Orissa, and
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Rs. 150 lakhs to West Bengal be pa.d each year in lieu of the assign-
ment of a share of the export duty on jute. This Commission has to
consider whether any change in the figures suggested by the first
Commission and accepted by Government is necessary.

5. In chapter VII of their Report, the last Commission formulated
gertain principles to govern the payment of grants-in-aid to the States
which they themselves had applied in making their recommenda-
tions. This Commission will re-examine these principles in the light
of subsequent developments and changes in the practice in other
countries, and indicate any changes necessary in them.

6. The Commission have to make recommendations regarding the
States in need of assistance and the sums to be prescribed as grants-
in-aid of the revenues of such States. At present Assam, Mysore,
Orissa, Punjab, Saurashtra, Travancore-Cochin and West Bengal are
in receipt of general grants-in-aid as a result of the recommenda-
~ tions of the last Commission. This Commuission will re-examine the

financial position of all the States and make recommendations to the
President regarding the States ‘n need of assistance and the sums to
be prescribed as granis-in-aid of the revenues of such States. A .
large variety of considerations may enter into the determination of
the needs of the States and these may differ from State to S:ate. The
Commission will also consider the nature of the grants-in-a’d, such
as whether they should be fixed or progressive, general or specific,
conditional or uncond tional.

In addition to the general grants-in-aid which some of them may
be receiv'ng, Bihar, Hyderabad, Madhya Bharat, Madhya Pradesh,
Orissa, Patiala and East Punjab States Union, Punjab and Rajasthan
are-in receipt of special grants-in-aid for the expansion of primary
educa'ion. The Commission will assess the results achieved by the
specific grants g'ven te these States.

7. The net proceeds of the estate duty on property other than
agricultural land is now being provisionally distribu‘ed among the
States in the same way as the States’ share of the net proceeds of
taxes on income other than the corporation tax. In other words, it ise
being distributed by the percentage ratios fixed for the States for -
income tay except that the Centre does not retain any portion of the
receipts except those attributable to Part C States. A more
permarent basis of distribution has to be formulated by law of
Parliament. An important issue, in this connection, would be
whether the -dutv should be distributed on the basis of percentage
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8 The Finance Commission would welcome the views of those
who are interested in and have made a study of these guiestions.
They would be glad if such views could be embodied in a self-
contaised memorandum and sent to the Secretary, Finance Commis-
sion, to reach him on or before 30th November 1956



APPENDIX II

(See paragraph 4)

Tue FiNance CoMMISSION (MISCELLANEOUS Provisions) Acrt, 1951,
AS AMENDED RY THE FINANCE CommissioN (MISCELLANEOUS Pro-
VISIONS) AMENDMENT Act No. XIII or 1955.

AN Act

to determine the qualifications requisite for appointment as members
of the Finance Commission and the manner in which they shall be
Selected, and to prescribe their powers,

BE it enacted by Parliament as follows: —

1. Short title—This Act may be called the Finance Comm. ssion
(Miscellaneous Provisions) Act, 1951 (Act XXXIIT of 1951).

2. Definition~—In this Act, “the Commission” means the Finance
Commission constituted by the President pursuant to clause (1) of
article 280 of the Constitution.

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

(a) are, or have been, or are qualified to be appointed =s
Judges of a High Court; or

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

(c) have had wide experience in financial matters and in ad-
ministration; or :

(d) have special knowledge of economics.

4. Personal interest to disqualify members.—Before appointing a
person to be a member of the Commission, the President shall satisfy
himself that that persen will have no such financial or other interes:
as is likely to affect prejudicially his functions as a member of the
Cemmission; and the President shall also satisfy himself from time
to time with respect to every member of the Commission that he has

me

K



APPENDIX 11 -
(See paragraph 4)

THe FiNnance Commssion (MISCELLANEOUS PROVISIONS) Act, 195],
AS AMENDED RY THE Finawce ComMmrssion (MISCELLANEOUS Pro-
VISIONS) AMENDMENT Act No, XU oF 1955,

AN AcT

to determine the qualifications requisite for appoiniment as members
of the Finance Commission and the manner in which they shall be
.selected, and to prescribe iheir powers.

Be it enacted by Parliament as follows:-——

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

2. Definition~—In ths Aci, “the Commission” means the Finance
Commission eonstituted by the President pursuant to clause (1) af
article 280 of the Constitution.

3. Qualifications for eppointment as, and the manner of selection
of, members 6f the Commission.—The Chairman of the Commission
shall be selected from among persons who have had experience in
public affairs, and the four other members shall be selected from

-

among persons who

(a) are, or have been, or are qualified to be appointed zs
Judges of a High Court; or

(b} have special knowledge of the Finances and accounts of
the Government;

{c) have had wide experience in financial matters and in ad-
ministration; or :

{d) have special knowledge of economics.

4. Personal interest to disqualify members—Before appointing a
person to be a member of the Commission, the President shall satisfy
himself that that persen will have no such financial or other interes:
as is likely to affect prejudicially his functions as a member of the
Cemrnission; and the President shall also satisfy himself from time
1o time with respect to every member of the Commission thai he has

M0
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ratios, wherher arrived at on the basls ¢f ire percentage ratios ores-
cribed for the dstrination of income tax or otherwise, or s distr-
bution should be on the basis ot assessments, location cf the proverty
taxed, residence of cssessee, elc,

§. Central loans have been g.ven to the States for a variety of
purposes ranging from the construction of big irrigation and multi-
purpose projects to the consiruction of mincr irrigation works, grow-
more-feod scheraes, famine works, rehabilitation of displaced nersons
ete. Some of thern have also been given loans to cover budgetary
deficits. The rates of interest and terms of repayment of these
loans vary for different categories of loans. These will be rev.ewed
and any changes necessary in the inierests of sound finance indicated.

9. The Finance Commission would welcome the views of those
who are interested in and have made a study of these questions.
They would be glad if such views could be embodied in a self-
contained memorandum and sent to the Secretary, Finance Commis-
sion, to reach him on or before 30th November 1956.

am
‘.
&
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igr being 4 member of rthe Commission.—A

person shall ke disqualified for hemng appointed as. or for being a
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member of tie Comimission—

(a) if he is of unsound mind;

(h) if ne is an undischarged insolvent;

(c) if he has been convicted of an offence involving morsal
turpitude: and

(d} if he 1as such financial or other interest as is likely to
affect prejudicially his functions as a member of the Com-
mission.

B . Terms of office of members und eligibility for re-appointment.—
Every member of the Commission shall hold office for such period
as may be provided For in the order of the President appointing him,

. but shall be eligible for re-appointment:

Provided that he may, by letter addreszed to the President, resign
his office.

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

8. Procedure and nowers of the Commission.— (1) The Ccmmis-
sion shall determine their procedure and ir the performance of their
functions shatl have ail the powers of a civil court under the Code
of Civil Procedure, 1908 (Act V ol 19(8) while trying a suit in respect
of the following matiers, namely:--

{2} swromoning and enforcing the attendance of witnesses;

(b} requring the production of any document; and

(¢) requisitiomng any puble record from any court or office.

o

(2) The Commission shall have power 1o reguire any person e
ation on such ponts or matters as in the opinion of the

furnish inform
ful for. or relevant to, any matter under the

Cornmiscion may be use
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consideration of the Commission and any person so required shall,
notwithstanding anything contained in sub-section (2) of section
54 of the Indian Income-tax Act, 1922, or in any other law for the
time being in force be deemed to be legally bound to furnish such

information within the mean.ng 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 Criminal Procedure,
1898 (Act-V of 1898). g

Explanation—For the purposes of enforcing the attendance of
w.tnesses, the local limits of the Commission’s jurisdiction shall be
the limits of the territory of India.
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Segre Goooynments armd coher pubbe hodies  The time

amd place of such oo olings shatl s be fived by the Chasimoen alier

ancerinin g the Ganeoontenee of the atler mernibers

4

Yo dnierna! opeetiois of the Ureromission shall be informal.
20A0 meetings of the Commissien shali be held in private =ession.

4 Aeetings shall crdinarily be so arcanged fhar 2il the inermbers

see present Hul il foroany wnandabie reason eny mxgmher s oun
i foar

shle 1o he present, s formal meeting may still be beid of i §
roembers, inelinding the Charrman, are present and a0 mfnrmal
meeimg f three meinbers, inclading the Charrnean, are prosent

4 Phe Seeretary of the Cogumssion and such other officers, as 1Dy
Crairman mav, ofter consuliing the mermrbers, divect shatl Le prasen:

A1 ihe meetings of the Commiesion

fi. Mo recapd ';ha!'f he kept of the proceedings of ihe nformai
meetings of the Comvaission. Buot i any Jecision s teken gl such o
rreeting, o I“t_’,('i‘)rzi ol ihe decisions shali he propared hy the Secrelsty

sl erroutated to the membeors of the Commission alter nppreval o
the Chairman,

7 No verhatim record of the proceedings of the formal meeling:
0 ke Carmmission shall ordinaniy be kepd, but the Commussion i
Girecr that wuch a cecord be kepl of the proceedings of any particuise
rrecting or meetings. When no eerbatim record iz kepl a summmary
ihe procesdongs of the meeilng shall ke prepared by the Secretary
ay soam as possible and, after serification as provided n the succeed-
. =hail be rirewlated to the members of the Comraission -
nave been absent from such meeting

{}!

ing rute,
viuding any member who may

3 Aammanes of proceedings of meetngs with representatives  of
and Sisie (Oovernments shall be agreed by the Secretary

Ceniral
wenior officer ouminated by that Government and alrending

with
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the meeting. Whep a verbatim record is kept the portion relating
to each witness or member shall be agreed with him.

9. Ne information relating to the meetings or the work of the
Cemmission shall be furnished to the press by the Secretary or any
member of the staf¥ except under the direction of the Chairman.

10. The Secretary of the Commission, under the general direction
of the Chairman, shall be in overall charge of the office of the Com-

mission and shall be responsible.to the Commission for its proper
working,

11. All ecommunications from the Comm:ssion, other than a formal
report, shall be signed by the Secretary or by an officer ~authorised
hy the Commission to sign on his behalf; but no communication pur-
porting to express the views of the Commission shall be issued except
with the prior approval of the Commission obtained at a meeting of

the Commission or, if so directed by the Chairman, by circulation
among the members,

12. The Secretary shall stbmit to the Commission all communi-
cations or proposals relating to the terms and conditions of service
" of the members of the Commission or in any way personally concern-
ing a member and shall take no action on such matters except with
the approval of the Commission or the member concerned.

13. The Secretary shall keep the Commission informed from time

to time of all important matters affecting the office of the Commis-
sion.

14. The Chairman or any member of the Commission may direet
the Secretary to obtain for him any publ'cation, reports, statistics or
other material required in connection with the work of the Com-
mission. All such material shall be obtained by the Secretary 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 ssall
be made with the approval of the Chairman, including appointments

made by transfer from other Governments or Government depart-
ments,

16. All appointments of ministeriz] stafl. including staff ohtained
on transfer from other Governments or Governmen® departments
shall be made by the Secretéi"_v in accordance with such rener:.;
directions as may be given by the Chairma::.
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17. All appointments of Class IV officers shall be made by the
Secretary.

18. The provisions of rules 15, 16 and {7 shall be subject to the
condition that in respect of appointments of the personal staff of
the members of the Commission the member concerned should be

consulied.

19. The Secretary may grant leave, whether regular or casual, to
any member of the sti"}‘ Of th? Cfommiss‘ion but he Shall Lake the

orders of the Chairman before granting any regular leave fo &
gazetted officer. In the nase of the personal staff of the Chairman and
fmembers of the Commission, he <hall consult them before granting

any leave.

90. The budget and the revised estimates of the Commission shall
be submitted to the Commission for approval before they are com-
municated by the Secretary to the Finance Ministry.

91. All communications received by the Commission dealing with
the matters on which they have to cubmit a report to the President
shall be treated as confidential and no part of such communications
shall be communicated to any outside authority éxcept with the

approval of the Chairman.



APPENDIX IV -

(See paragraph 5)

ORGANISATIONS AND INDIVIDUALS WHO SUBMITTED MEMORANDA AND WHO

APPEARED BEFORE'THE COMMISSION AND GAVE ORAL EVIDENCE.

(1) ORGANISATIONS WHICH SUBMITTED MEMORANDA TO THE COMMISSION.

W L Do b W R =

o
L b — o

1
4

16.
1.

. Assam. Chamber of Commerce, Shillong.
. Assam Federated Chamber of Commerce, Gauhati.

. Indian Chamber of Commerce, Calcutta.
. Bharat Charnber of Commerce, Calcutta.

Hindustan Chamber of Commerce, Madras.

. Southern India Chamber of Commerce, Madras.

Bihar Chamher of Commerce, Patna.

. Bihar Pradesh Congress Committee, Patna.

Rajasthan Chamber of Commerce & Industry, Jaipur.

. Indian Chamber of Commerce, Matiancheri.

. Orissa Chamber of Commerce & Industry, Cuttack.

. West Coast Industrialists Association, Kozhikode. ?
. Gujarat Vepari Mahamandal, Ahmedabad.

. Mahratta Chamber of Commerce & Industry, Poona.

15,

Federation of Indian Chambers of Commerce & Industry, New
Delhi.

Gokhale Instityte of Public Affairs, Bangalore.
Indian Merchants’ Chamber, Bombay. '
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APPENDIX IV

(See paragrapb 5)
CRGANISATIONS AND INDIVIDUALS WHO SURMITTED MEMORANDA AND WHG
\PPEARED EFFORESTHE (JOMMISSION 4NI GAVE ORAL EVIDENCE.
{1) ORCANISATIONS WHICH SUBMITTED MEMORANDA 10 THE COMMISSION.
Assam Chamber of Commerce, Shillong,
Assam Federated Chamber of Commerce, Gauhati.

Indian Chamber of Commerce, Calcutta.

Ll e

Bharat Chamber of Commerce, Caleutta.

5. Hindustan Chamber of Cominerce, Madras.

6. Southern india Chamber of “lomimerce, Madras.

7 Bihar Charnber of Commerrne, Patna.

& Tihar Pradesh Congress Committee, Paina.

9. Rajasthan Chamber of Commerce £ Industry, Jaipur.
10. Indian Chamber of Comrnercs, Matiancheri,

i1. Orissa Chamber of Commerce & Industry, Cuttack.
12, West Coast Industrialists Association, Kozhikode.

13. Gujarat Vepari Mahamandal, Ahmedabad.

—
M

_maghratta Chamber of Commerce & Industry, Poona.

15. Federation of Indian Chambers of Commerce & Industry, New
Delhi.

16. Gokhale Institute of Public Affairs, Bangalore.

17. Tndian Merchants’ Chamber, Bombay.
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17. All appointments of Class IV officers shall be made by the
Secretary.

18. The provisions of rules 15, 16 and 17 shall be subject to the
condition that in respect of appointments of the personal staff of
the members of the Commission, the member concerned should be
consulted.

19. The Secretary may grant leave, whether regular or casual, to
any member of the staff of the Commission but he shall take the
orders of the Chairman before granting any regular leave to a
gazetted officer. In the case of the personal staff of the Chairman and
members of the Commission, he shall consult them before granting
any leave.

90. The budget and the revised estimates of the Commission shall
be submitted to the Commission for approval before they are com-
_ municated by the Secretary to the Finance Ministry.

91. All communications received by the Commission dealing with
the matters on which they have to submit a report to the President
shall be treated as confidential and no part of such communications

~ shall be communicated to any outside authority é&xcept with the
approval of the Chairman. ' '

~



{2) INDIVIDUALS WHO SUBMITIED MEMORANDA TO THE COMMISSION.

et

1. Shri Vavilala Gopalakrishnayys, MLA. {Andhra Pradesh),

:Sattenapalli.
9. Shri B. ¥H. Munje, Head of the Department of Studies 1In
‘Economics, Nagpur University, Nagpur.
3 Shri Amartya Kumar Sen, Professor of Economics, Jadavpur
University, Calcutta.
4. Shri K. V. Subrahmanya Sastri, Lecturer in the Department of
‘Beonomics, Andhra University, Waltair. '
5. Dr. Sadasiv Misra, Professor of Economics, Ravenshaw College,
‘Cuttack.
6. Shri K. S. Venkataraman, Faculty ot Commerce, Maharaja
‘Sayajirao University, Baroda.
7. Shri D. Jha, Head of the Department of Economies, Bihar
University, Patna
8. Shri S. Thirukkaivel, Deputy Tehsildar, Perambaslur, Madras.
9. Professor S. Kesava Iyengar, Retired Economic Adviser, Hyder-
abad Government and Director, the Indian Institute of Economics,
Hyderabad.
10. Members of Parliament from Andhra Pradesh:
(i) Shri Kishen Chand,
(ii) Shri H. C. Heds,
(iii) Shri S. C. Reddy, and
(iv) Shri Ahmed Mohiuddin.
11. Shri N. K. Acharya, Advocate, former Legal Adviser, Indian
. «Chamber of Commerce, Guntur.
12. Shri P. C. Ghosh, Principal, (Goenka College of Commerce and
Business Administration, Calcutta.
13. Shri L. S. Venkajirao, M.L.A. (Mysore), Treasurer, Mysore
Regional Pradesh Congress Committee, Bangalore.
14, Shri P. Kodanda Rao of the Servants of India Society,
PBangalore.
15. Dr. P. J. Thomas, Member, Rajya Sabha.
18. Shri G. Parameswaranl Pillia, former Chief “ereatary,
Travancore-Cochin, Trivandruan:.
17. Shri Panampilli Govinda Menon, former Chief Minister,
Travancore-Cochin, Trivandrum and Shri A. P. Udayabhanu,
General Secretary, Kerala Pradesh Congress Committee, Trivandrum,
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(3} OrGanIsATIONS WHOSE REPRESENTATIVES APPEARED BEFORE THE CoM-
MISSION AND GAVE ORar, EVIDENCE.

Organisations Dare of meeting-
L. Assam Federated Chamber of Commerce, 25th October 1956,
Gauhartj,
2. Indian Chamber of Commerce, Calcutta, 3rd November 1956,
3. Bihar Chamber of Commerce, Patna. - 14th December 1956..
4. Bglatr Pradesh Congress Committee, 14th December 1956..
atna.

5- Rajasthan Champer of Commerce and 13th January 1957..

Industry, Jaipur.

6. Hindustan Chamber of Commerce, Mad- 21st March 1957.
ras.

7. Southern India Chamber of Commerce, 215t March 1957,
Madras, ,

8. Gokhale Institute of Public Affairs, Banga- 2nd May 1957.
lore, A -



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

Nam= Date of meering

1 Professor Kishen Chand, M.P., Hyderabad. 13the February 1957.

2. Shri Ahmed Mohiuddin, M.P.; Hyderabad. Do.
3. Shri H. C. Heda, M.P., Hyderabad, Do.
4. Shri Akbar Ali Khan, M P., Hyderabad. Do.
5+ Shri Vavilala Gopalakrishnayya, M. L. A. Do.

(Andhra Pradesh), Hyderabad.

6. Shri S. Kesava Iyengar, Director of the 14th February 1957.
Indian Institute of Economics, Hydera-
bad.

7. Shri S, Srinivasa Iyengar, former M.L.A. 1st May 1g57.
{Mysore), Bangalore,

8. Shri H. C. Dasappa, M. P. (Former Do,

Finance Minister, Mysore), Bangalore.
9. ShriL. 8. Venkaji Rao, M.I..A, {Mysore), Do,
Bangalore,

A

| 1o. Shri P. Kodanda Rao of the Servants of 2nd May 1957+
India Society, Bangalore,

11, Shri G. Parameswaran Pillai (Former 27th June 1957,
Chief Secretary, Travancore-Cochin),

Trivandrum.
12. Dr. P. J, Thomas, Member, Rajya Sabha Do.
13. Shri P. Govinda Menon (Former Chief DCo.
Minister, Travancore-Cochin), Tri-
vandrum.
14. Shri A. P, Udayabhanu, General Secre- Do.

tary, Ikeral Pradesh Congress Com-
mittee, Triavandrum.



IO,

II.

12,

13.
14,

15,

PRESS CONFERENCES HELD BY THE

Starion’|
New Dethi
Shillong
Calcutta
Bhubaneswar
TLucknow
Patna

Jaipur
Hyderabad
Madras
Chandigarh
Bhopal
Bombay
Bangalore -
Srinagar

Trvandrum

APPENDIX WV

(See paragraph T)

CoxInrssic

Dazz

6th June 1956
25th Octoter 1956
3rd November 1956
~th November 1956
6.th December 1956
15th December 1956
13th January 1957
14th February 1957
215t March 1957
1st April 1057
11th April 1657
18th April 1957
2nd May 1957
11th June 1957

27th June 15357



i

Rra

10.

17.

1z,

14.

k5.

Station’
New Delhi
Shillong

Calcutta

Blhiubaneswar

Lucknow
atna
Jaipur
Hyderabad
Madra
Chandigarh
Bhopal
Borbay
Bangalore
Srinagar

Trivandrum

APPLANL

D

. 6th Juns 1935

3rd November 1956

."\
. . - 7th November 1936
. . . . 6;ch Deeember 1956
. 15th December rosé
. 13th January 1957
. . » . I4th February 1957
. . 215t March 1557
. I8t April Tos57
. . Yith Aprit1e=7
. 18th April 1957
» . . . 2nd May 1957
. . 11th June 19;7

iis

. 27th June 1357
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(4) INDIVIDUALS WHO APPEARED REFORE THE COMMISSION AND GAVE ORAL

EVIDENCE.
Name Date of meeting
i Professor Kishen Chand, M.P., Hyderabad. 13the February 1957.
2. Shri Ahmed Mohiuddin, M.P.; Hyderabad, Do,
3. Shri H. C. Heda, M.P., Hyderabad. Do.
4. Shri Akbar Ali Khan, M. P., Hyderabad. Do,
S» Shri Vavilala Gopalakrishnayya, M. L. A. Do.

(Andhra Pradesh), Hyderabad.

6. Shri S. Kesava lyengar, Director of the 14th February 1957.
Indian Institute of Economics, Hydera-
bad.

7. Shri S. Srinivasa Iyengar, former M.L.A. 1st May 1957.
= (Mysore), Bangalore,

8. Shri H. C. Dasappa, M, P. (Former Do.
Finance Minister, Mysore), Bangalore.
9. Shri L. S. Venkaji Rao, M.L..A. (Mysore), Do,
Bangalore.
)

' 10. Shri P. Kodanda Rao of the Servants of 2nd May 19575
India Society, Bangalore.

11, Shri G. Parameswaran Pillai (Former 27th June 1957.
Chief Secretary, Travancore-Cochin),

Trivandrum.
12. Dr. P. J. Thomas, Member, Rajya Sabha Do.
13. Shri P. Govinda Menon (Former Chief Do.
Minister, Travancore-Cochin), Tri-
vandrum,
14. Shri A. P. Udayabhanu, General Secre- Do.

tary, Keral Pradesh Congress Com-
mittee, Triavandrum,
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APPENDIX V1

{See paragraph 83

CORRESPONDENCE REGARDING [NTERPRETATION UF ARUWCLE 215 OF THE
CoONSTITUTION,

(1} Letter No. FC.5(6)-A/56, dated the 13th July 1856 from Shri
H. B. Bhar, Secretary, Finance Commussion, to the Secretary

to the President of India

In the terms of reference to the Finance Commission as notified
by the order of the President dated (st June 1958, it would seem that
only the grants under the main part of articie 275(1) are included.
The Commission is tentatively of the opinion that clause (2) of article
275 covers not only the substantive pact of clause (1}, but alsc the
two provisos appended to it

2 If the above interpretaton by the Commission of article 275
is acceptable to the President, and if the terms of reference as they
stand are not intended to include grants under the twc provisos te
clause (1} of that article, it is vequested that the Presiicnt may be
pleased to issue necessary orders io enable the Commission o make
recommendations regarding the grants under the previsos te article
275(1).

(2) Letter No. F.15(7)-B/56, dated the 16/17th October 1956, from
Shri H. M. Patel, Secretary to the Government of India, Ministry
of Finance, to the Secretary, Finance Commission, New [Deihe

I am directed to refer to your letter 1o the Secretary t¢ ihe
President, No. FC.5(6)-A/56, dated the 13th July 1956 regarding
the terms of reference to the Finance Commission as notified by the
Order of the President dated the 1si June 1356 and to say that the
presumption of the Commission that clause 4 (b} of the Order bas
reference only to the substantive part of clause (1} of article 275
of the Constitution is correci. As regards the guestion whether
clause (2) of article 275 covers, nct only the substantive patrt of
rlause (1), but also the two provisos appended 1o i, ibe Fresident is
advised as follows.
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2. The duty of the Commission to make recommendations to the
President is in respect of grants-in-aid as to which Parliament can
make a law under clause (1) of article 275. It is a cardinal rule of
interpretation that a proviso to a particular provision of a statute
carves out an excepiion to the main provision to which it has been
enacted as a proviso. The effect of provisos to clause (1) is thus to
carve out an exception to that clause by taking away the power con-
ferred on Parliament under its substantive part, so far as grants-in-
aid covered by the said provisos are concerned. As the payment of
such grants is made obligatory by the Constitution itself, Parliament
is not given any power to make law in respect thereof. Further
these provisos do not even contain any mention about Parliament
making law regarding grants covered by the said proviscs, nor about |
the President makirg order in respect thereof. Consequently the
power of the Commission to make recommendations to the President
under the proviso to clause (2) of the article does not extend to such
grants. '

3. This view was, by implication, accepted by the first Finance
Commission whose terms of reference under article 275 referred only
to the substantive part of clause (1) of the article. It is reinforced
by practical considerations also. For example, the Finance Commis-
sion can have nothing to recommend in regard to the specific grant
under clause (a) of the second proviso as it involved only an arith-
metical computation. The quantum of the other grants mentioned
in the provisos depends on schemes to be approved by the Govern-
ment of India and it is open to the State to sponsor schemes at any
time and not necessarily once in five years, being the period during
which a Finance Commission is normally constituted under article
280 of the Constitution. In other words, the approval of the schemes
and the grant of financial assistance for them go together, and since
this is a continuous process, it is but appropriate that these matters
are left to be dealt with between the Government of India and the
Governments of the States without bringing the Finance Commission
into the picture. '

4. The President, therefore, considers that no order need be issued
asking for the Commission’s recommendations regarding the grants
" under the provisos to article 275(1).



APPENDIX ¥

{See parsgraph B)
(YORRESPONDENCE REGARDING INTERPRETATION OF ARTICLE 475 OF THE
CoNSTITUTION.

(1) Letter No, FC.5(6)-A/56, dated the 13th July 19566 from Shi
H, B. Bhar, Szcretary, Finance Commassion, to the Secrelary

to the President of India.

Tn the terms of reference to the Finance Commission as notified
by the order of the President dated (st June 1956, it would seem that
only the grants under the main part of avticie 275(1) are included.
The Commission is tentatively of the opinion ihat clause (2) of article
975 covers not only the substantive part of ciause (1), but alsc the
two provisos appended to it.

9 If the above interpretation by the Commission of article 275
is acceptable to the President, and if the terms of reference as they
stand are not intended to include grants under the twc¢ provisos te
clause (1) of that article, it 1 cequested thal the President may be:
pleased to issue necessary orders ic enable the Comnussion to make
recommendations regarding the grants under the provisos to arvticle
275(1).

{2} Letter Nn. F.15(7)-B/56, dated the 16/17th October 1956, from
Shri H. M. Patel, Secretary to the Government of India, Ministry
of Finance, to the Secretary, Finance Commission, New i

I am directed to refer to your letter to ihe Secretary ¢ the
President, No. FC.5(6)-A/56, dated the 13th July 1956 regarding
the terms of reference to the Finance Comm’ssion as notified by the
Order of the President dated the 1lsi June 1956 and to say that the
presumption of the Commission that clause 4(b) of the Order bas
reference only to the substantive patt of clause (1} of article 275
of the Constitution is correct. As regards the guestion whether
clause () of article 275 covers, nct only the substarntive part of
clause (1), but also the two provisos appended to it, the President is
ardvised as follows.
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2. The duty of the Commission to make recomrmendations to the
President is in respect of grants-in-aid as to which Parliament can
make a law under clause (1) of article 275. It is a cardinal rule of
interpretation that a proviso to a particular provision of a statute
carves out an exception to the main provision to which it has been
enacted as a proviso. The effect of provisos to clause (1) is thus to
carve out an exception to that clause by taking away the power con-
ferred on Parliament under its substantive part, so far as grants-in--
aid covered by the said provisos are concerned. As the payment of
such grants is made obligatory by the Constitution itself, Parliament
is not given any power to make law in respect thereof. Further
these provisos do not even contain any mention about Parliament
making law regarding grants covered by the said proviscs, nor about
the President making order in respect thereof. Consequently the
power of the Commission to make recommendations to the President
under the proviso to clause (2) of the article does not extend to such
grants.

3. This view was, by implication, accepted by the first Finance
Commission whose terms of reference under article 275 referred only
to the substantive part of clause (1) of the article. It is reinforced
by practical considerations also. For example, the Finance Commis-
sion can have nothing to recommend in regard to the specific grant
under clause (a) of the second proviso as it involved only an arith-
mefical computation. The quantum of the other grants mentioned
in the provisos depends on schemes to be approved by the Govern-
ment of India and it is open to the State to sponsor schemes at any
time and not necessarily once in five vears, being the period during
which a Finance Commission is normally constituted under article
280 of the Constitution. In other words, the approval of the schemes
and the grant of financial assistance for them go together, and since
this is a continuous process, it is But appropriate that these matters
are left to be dealt with between the Government of India and the
Governments of the States without bringing the Finance Commission
into the picture. '

4. The President, therefore, considers that no order need be issued
asking for the Commission’s recommendations regarding the grants
' under the provisos to article 275 (1.



APPENINX VIT
A (See paragraph 9}
Lvresivi HEPORT oF 188 COMMISSION.

By the order of the President S.8.0). 1285 dated June 1, 1956 we
nave been constituted as the Finance Commission, the second such
Commission to be sel up under article 280 of the Constitution. We
assumex] office on the forencon of the same day.

material avallable to us. Many States, particulariy the re-organised
States, have vyel to send us the memoranda and the statistical dota
we have called for. We have had discussions ouly with the Govern-
ments of the States of Assam, West Bengal and Orissa. Tt is only
after we have received and consudered all the memoranda and state-
ments and the discussions with the other State {jovernments have
been completed, that we shall be in a position to formulate our final
« recommendations.  As these will not he available in time for the
frarping of the hudgets lor the comning year by the Central and State
Governments, we ennsider it desirakle to make interim recommenda-
sions on the basis of which budgets can be framed and provisional
payments may be made.

2 We are now only in the prebminary stages of our study of the

3 We recommend that the decistons taken by ihe Government of
fncha on our final report should be given effect to from the Ist. April
1227, and all payments made on the basis of this report readjusted
against the final payments. We wish to make it clear that the
mterim recommendations should not be faken as giving any indiea-
tion of the views of the Commission. We are engaged in a reassess
ment of the financial pogition of the Central and the State Govern-
ments and our final deeisions will depend upon this reassessrment,
The interim recemmendations should not, therefore, be considered as
mn oany way commtng us in regard fo the pringiples of distribuiion
of revenue or assistance by way of grants-in-aid.

-

4. At the time the first Finance Cornmission reported, articles 270,

272, 27541y and 289 Jid not apply to the State of Jammu and Kashmir.

iy

These became applicabln to that State by the Constitution {Applica-
tion to Jammu ard Kashmir) Orvder, 1954, Matters falling under
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the provisions of articles 270, 272 and 275(1) were reguIate‘d by an
agreement executed on the 14th January 1956 between the President
of India and the State of Jammu and Kashmir under articles 278 and
205, This agreement was subject to modification by the President
after consideration of the report of the second Finance Commissiok.
The Constitution (Seventh Amendment) Act 1956 has repealed
article 278. It has also deleted article 280(3) (¢) by which the Fin-
ance Commission was required to recommend the continuance or
modification of the terms of any agreement entered into by the
Government of India with any Part B State under clause (1) of
article 278. Presumably, therefore, the provisions of the agreement
with the State of Jammu and Kashmir have become inoperative with
effect from the 1st November 1956. It will thus be necessary to
make special provision for the period from lst November 1956 to
31st March 1957, and we recommend that appropriate action may
" be taken. From 1st April 1957 the Stale will take its place along
with other States in the all-India scheme for grants-in-aid and the
distribution of divisible Union taxes.

5. In formulating the inlerim recommendations, we have, ag far
as possible, sought to maintain the existing position for the wvarious -
States. In the case of those States which have not been affected by
the States Reorganisation Act 1956, we have continued the percentage
shares of income tax and excise duties as recommended by the first
Finanre (ommission, subject to the sthall readjustment necessitated
by the inclusion of the State of Jammu and Kashmir in the scheme.
As regards the States affected by the States Reorganisation Act 1956
and the Bihar and West Bengal (Transfer of Territories) Act 1956,
we have adopted the readjusted percentages in relation to income tax
and excise duties as embodied in those Acts read with the order
issued by the President under the latter Act.

6. In our recommendations for grants-in-aid under the substan-
tive portion of article 27Y5(1) to Stales in which' certain former Part
C Siates have been merged, we have, to some extent, taken into
account the assistance received by these Part C States in the past from
Central revenues to meet their revenue deficits. We have also for
the time being rnd without prejudice to our final recommendationsu
trealed the existing grants for the expansion of primary education as
general grents. Otherwise, we have continued the existing grants
with the modifications made by the States Reorganisation Act 1956
gnd by the order issuved under section 21 of the Bihar and West
Benia! (Transfer of Territories) Act 1956,
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o aderation the eifect of reorganizae

Tt “rooo - -2 revenue position of the States as
SN I 8 W A L o sisclent material ab our disposal to

able us 2o w . i 4 tentative sssessment of the assistance that
*ay Do oveai Gl uege will e taken imto account in our final

roconunendatot

8. Subject o ce uhser atlons contained in the foregoing para-

graphs, we mate The following interin recommendations in respect
5f the fnancial vazar 1957-58:—

{a) Dizeiontion of Income Tax.--53 per cent of the net
rroceeds oI taxes on income other than corporation tax,
svclusive of the proceeds attributable to Union territories
or 1 taxes payable on Union emoluments, may be assign-
ed 1o the States and distributed among them as foliows:—

Stat2 Percentage
Andira Pradesa . . . . . 3-o1
Assam . . . . . . . . 2-23
Bihar a3v
DBombay . . . . . . . . 1891
Kerla 3 60
Madhya Pradesh 5-0¢
Madras 765

Muysore 5:973
Orissa 346
Punjab 308
Rajasthan 3-47
Trrar Pradesh . . . . . : 1559
West Bengal . . . . R . 11-48
Jammu and Kashmir - . . . . . 1-01

For purposes of sub-clause (2) read with sub-clause (3) of article:
970 of the Constitulion, the proceads attribulable to TTnion territories
may be taken at 1 per cent

(b) Distribution of Estate Duty in respect of property other
than agricultural land.-For the distribution of the net
proceeds of 1he estate duty, the recommendations contained
in sub-para {a) above may be followed.

(¢} Distribution of Union Excises--40 per cent of the net
proceeds of Union duties of excise un matches, tobacco and
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vegetable products may be distributed among the States
.as set out below:

Srate

.Andhra Pradesh

JAssam . .
Bihar . . ,
;Bombay . . .
Kerala . . . .
-Madhya Pradesh

Madras . . .
Mysore . . . .
Orissa . .

Punjab . . .
Rajasthan . .

Uttar Pradesh - . .
West Bengal . . .
Jammu and Kashmir

Percenrage

8-92

. . 2-58
. 1104
13-59
3-86
617
. 854
5745

.. 417

4+60

. 4734

I8-00 -
7°49
125

{d) Grants-in-aid in liey of a share of the export duty on jute
and jute products.—For the States mentioned below the
sums shown against each may be prescribed under article

{e)

273:

Seate

JAssam - . . . .

Bihar . . . .
Orissa . . .
West Bengal . .

Amornt
'~ (Rupees in Iakhs}

- . 7500

e . 72731

. . 15+00
152+69 )

Grants-in-aid under the substantive part of clause (1) of
article 275 of the Constitution—The States mentioned
below may be paid the sums mentioned against each:

State
Andhra Pradesh
JAssam . - . .
Bihar . . R .
Bombay., . . . .
Kerala . . . .
Madhya Pradesh .
Madras . . . R
Mysore . . .
‘Orissa . . . et
Puniab . . . .
Rajasthan . . - .
‘West Bengal

Jemmu and K ashorir . -

Amornt

(Rupees in lakhs)
. 24
100
. . 8o
. . I30
)
- a 251
. . 5
L . 46
. 107
. 163
. . II§
. - a3
e - 173
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e

(D) cizes or wovest and ©irms of cepayment of loars made to

swer ments by the Goverament of India betweemw

Sate L
the 150 August 1047 and st March 1036.

We do not ecasider it necessary to make any interim recommenda-

T

b
tions.

K. SANTHANAM, Chairman..
UJJAL SINGH, Member.

L. 8. MISRA, Member,
M. V. RANGACHARI, Member.

B. N. GANGULI, Member.

J1- B. BHAR, Secretary.
New DgLui,
the 27th November 1056,



DATES OF DISCUSSIONS WITH STATE GOVERNMENTS AND REPRESENTATIVES
oF CENTRAL MINISTERS.

APPENDIX VIIL
(See paragraph 10)

(1) Dates or DiscussioNs WITH STATE GOVERNMENTS

Assam

"West Bengal
QOrissa . .

Uttar Pradesh

Bihar

Rajasthan

Andhra Pr:aaeéﬁ

Madras
Punjab

Madhya Pradesh

Bombay

Mysore

| Jammu and Kash-

mir

Kerala

Dates of discussions at

State Headquarters

218t to 26th October 1956

3oth October to 3rd November

1956. ,
4th ;to 7th November 1956
3rd to 6th DecembeF 1956
10th to ,15ch December 1956
ioth to 13th January 1957
11th to 14th February 1957
18th to 215t:March 1957
zoth March to 1st April ‘1957
8th to rrth April 1957
15th to 18th April 1957

28th April to 2nd May 1957

7th to 11th June 1957

24th to 27th June 1957.
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New Delhi
22nd July 1957

23rd July 1957

22nd July 1957
27th Julir 1957
24th July 1957
24th July 1957
2sth July 1957
29th July 1957

25th July 1957

26th July 1957

1st ‘August 1957
29th July 1957

3oth July 1957

soth July 1957 -



DATES OF DISCUSSIONS WITH STATE (GOVERNMENTS AND REPRESENTATIm
oF CENTRAL MINISTERS.

APPENDIX VIII

(See paragraph 10)

(1) Dates oF DISCUSSIONS WITH STATE (GOVERNMENTS

Assam

West Bengat
Qrissa . .

Uttar Pradesh
Bihar

Rajasthan .
Andhra Pradesh
Madras

Punjab

Madhya Pradesh
Bombay

Mysore

| Jammu and Kash-

mir.

Kerala

Dates of discussions at

State Headguarters

215t to 26th Qctober 1956

3oth October to 3rd November

1956.
4th to 7th November 1956

3rd to 6th Decembef 1956
1oth to rsth December 1956
1oth to 13th January 1957
11th to 14th February 1957
18th to 218t:March 1957
29th March to 1st April 1957
8th to 11th April 1957

15th to 18th April 1957

28th April to 2nd May 1957

7th to 11th June 1957

24th to 27th June 1957.

126

New Delhi
22nd July 1957

23rd July 1957

z2nd July 1957
27th Iulir 1957
24th July 1957
24th July 1957
25th July 1957
29th July 1957
25th July 1957
26th July 1957
Ist August 1957
29th July 1957

3oth July 1957

3oth july 1957



(2 DarEs o DISCUSSIONS WUTH REPRESENTATIVES OF {ENTHAL
WINTSTRIES

[N
Dates of discusstons

venue.) yst March 1957

1, Ministry of Finance (Department of Re- }24&1 September 1956
16th july 1957

2. Ministry of Community Development N 26th September 1936
J 1oth Julv 1957

3. Commissicner for Scheduled Castes and ~7th January 1957
Scheduled Tribes

4. Secretary 10 the Government of India, 16th May (557
Kashmir Affairs

5. Mimstry of Food and Agriculture . axth July 1957
6 Munistry of Education . . o prth July 957
7. Ministry of Home Affairs. . . . 15th July 1957
8 Ministry of Railways . . o r7eh Jaly 937

Ministry of Finance (Department of Eco- z7th July 1957

pomic Affairs and Department of Ex-
penditure).



{(See nmaragranh 25

Provisrons OF THE CONSTITUTION 50A2ING on Worm oF
CoMMISIINN.

Article 269

{11 The following duties and taxes shall be levied and
by the Government of India but shall be assigned ‘o the Staies
the wanner provided in clause (2), nameiv: —
(ay duties in respect of
agricaltural land:

succession to propertv other !inn

(B} ostate duty in respect of properiy other than rzoiculiurd
land; Y
terminal taxes on goods or passengers carried by railway,
“eq 0r airs
taxes on ratlway fareg and freights;
taxes other than stamp duides on transactions in stock-

exchanges and fuiure markets;

takes on the sale or purchase of newspapers and on
advertisements published therein;

taxes on the sple or purchase of goods other than news-
papers, where such _ale or purchase takes place in the
course of inter-State trade or commerce,

(2} The net proceeds in any Anancial vear of any such duly or tax,
except i oso far as those proceeds represent proceeds attributable to
Union tferritaries, shall not form part of ihe Censolidated Fund of
fodia. bt <hall be agsigned 16 the States within which that duty or
fax 15 ieviable in that year, and shall be distributed among those
States in accordance with such principles of distribution as mav he
formudated by Parliament by Jaw

() Parliament may by law formulate principles for determining
when o sale or purchase of goods takes place in the course of inter-
staie irade or commerce.
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1¥7

(2) Datrs oF DISCUSSIONS WITH REPRESENTATIVES OF CENTRAL
MINISTRIES

Dates of discussions

venue.) 15t March 1957

1. Ministry of Finance (Department of Re- 7 24th September 1956
16th July 1957

2. Ministry of Community Development .\ 26th September 1956
' J 10th July 1957

. 3. Commissioner for Scheduled Castes and 7th January 1957
Scheduled Tribes

4. Secretary to the Government of India, 16th May 1957
Kashmir Affairs

5. Ministry of Food and Agriculture . Iith July 1957
6. Ministry of Education . . . 11th July 1957
7. Ministry of Home Affairs, . . . 1s5th July 1957
8. Ministry of Railways = . .. 17th July 1957

Ministry of Finance (Department of Eco- 27th July 1957,
nomic Affairs and Department of Ex-
penditare).

et
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Article 270--

(1) Taxes on income other than agricultural income shall be
levied and collected by the Government of India and distributed

between the Union and the States in the wanner provided in
clause (2).

(2) Such percentage, as may be preseribed, of the net proceeds in
any financial year of any such tax, except in go far as those proceeds
represent proceeds attributable to. Union territories or to taxes pay-
able in respect of Union emoluments. shail not form part of the
Consolidated Fund of India, but shall be assigned to the States within
which that tax is leviable in that year, and shall be distributed
among those States in such manner and from such time as may he
prescribed.

(3) For the purposes of clause (2}, 1n each financial year such
percentage as may be prescribed of so much of the net proceeds of
taxes on income as does not represent the net proceeds of taxes pay-
able in respect of Union emoluments shall be deemed to represent
proceeds attributable to Union territories.

(4) In this article—

(a) “taxes on income” does pot include a corporation tax;

(h) “prescribed” means--
(i) until a Finance Commission has been constituted,
prescribed 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;

(c) “Union emoluments” includes all emoluments and pen-
sions payable out of the Consclidated Fund of India in’
respect of which income tax is chargeable.

Article 272-~ :
Union duties of excise other than such duties of excise on
medicinal and toilet preparations as are 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 shali be distributed among
those States in accordance with such principles of distribution as
may be formulated by such law.
417 M of F—10.
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Article 273—

{I) There shall be chargeu o - (onsoiidatec Tund o India in
each year as grants-in-ale 7 th  svonae; of oo 3U.tes of Astam,
Bihar, Orissa and West Eur al, in lsu of assignient of any shire
of the net proceeds in each yeur f exoort duty or jule and jute
products to those States, such sums #5 may be srescribed. )

(2) The sums so presccibed shall centinue to be charged on the
Consolidated Fund of [adia so lorg as any export duty on jute or
jute products countinues to be levied by tiie Government of india or
until the expiration of ten years from the commencement of tihis
Constitution, whichever is earlier.

1

(3) In this article, the expression “prescribed” has the same
meaning as in article 270. '

Article 275—

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

Provided that there shall be paid out of the Consolidated Fund
of India as grants-in-aid of the revenues of a State such capital and
recurring sums as may be necessary to enable that State to meet the
costs of such schemes of development as may be undertaken 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
roising 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 be 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 expendilure over the revenues
during the two years immediately preceding the com-
mencement of this Constitution in respect of the adminis-
tration 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 development as may be
undertaken by that State with the approval of the Gov-
ernment cf India for the purpose of raising the level of
administration of the said areas to that of the administra-
tion of the rest of the areas of that State.
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(2) Until provision is made by Parliament under clause (1), the
powers conferred on Parliament under that clause shall be exercis-
able by the President by order and any order made by the President

under this clause shall have effect subject to any provision so made

by Parliament:

Provided that after & Finance Commission has been constituted
no order shall be made under this clause by the President except
after considering the recommendations of the Finance Commission.

Article 278%-—

(1) Notwithstanding anything in this Constitution, the Govern-
ment of India may, subject to the provisions of clause (2), enter inlo
an agreement with the Government of a State specified in Parl B
of the First Schedule with respect to—

{a) the levy and collection of any tax or duty leviable by the
Government of India in such State and for the distribu-
tion of the proceeds thereof otherwise than in accordance
with the provisions of this Chapter;

(b) the grant of any financial assistanee by the Government
of India to such State in consequence of the loss of any
revenue which that State used to derive from any tax
or duty leviable under this Constitution by -Qe Govern-
ment of India or from any other sources; '

(¢) the contribution by such State in respect of any payment
made by the Government of India under clause (1) of
article 291,

and, when an agreement is so entered into, the provisions of this
- Chapter shall in relation to such State have effect subject to the
terms of such agreement.

(2) An agreement entered into under clause (I) shall continue
in force for a period not exceeding ten vears from the commence-
ment of this Constitution:

Provided that the President may at any time after the expiration
of five years from such commencement terminate or medify  any
such agreement if i v consideration of the report of the Finance
Commizsion he thinks it necessary to do so.

»Jepeaiod oy the Constitieion (Seventh Amendment) Act, 1956.
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Article 230—

{I) The President shall, within “we 2.5 from the COMInCNCa~
ment of this Constitution and ther oiap o ke *xyration of every
fitth year or at such earlier tipe as the President considers naoces-
sary, by order constitute a Finzance Commissicn which shall ronsist
of a Chairman and four other members o be appointed by the
President.

(2) Parliament may by law determine the qualifications which
shall be requisite for appointment as members of the Commission
and the manner in which they shall be selectcd.

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

(a) the distribution between the Union and the States of the
net proceeds of taxes which ars to be, or may be, divided
between them under this Chapter and the allocation

- between the States of the respective shares of such
proceeds;

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

*(c) the continuance or modification of the terms of any
agreement entered into by the Government of India with
the Government of any State specified in Part B of the
First Schedule under clause (1) of article 278 or under

- article 306; and

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

(4) The Commission shall determine their procedure and shall
have such powers in the performance of their functions as Parlia-
ment may by law confer on them.

Article 281 —

The President shall cause every recommendation made by the
Finance Commissicn under - the provisions of this Constitution
together with an explanatory memorandum as to the action takem
thereon to be laid hefore each House of Parliament.

*Sub-clause (¢} omitted and sub-clause (d) relettered (¢} by the Constitution
(Seventh Amendment) Act, 1956.



- Artiele 306% - ’

Notwithstanding anything in the foregoing provisions of this
Part or in any other provisions of this Constitution, any State speci-

fied in Part B of the First Schedule which before the commence-
ment of this Constitution was levying any tax or duty on the import
of goods into the State from other States or on the export of goods
from the State to other States may, if an agreement in that behalf
has been entered into between the Government of India and- the
Government of that State, continue to levy and collect such tax or
duty subject to the terms of such agreement and for such period not
exceeding ten years from the commencement of this Constitution
as may be specified in the agreement:

Provided that thc President may at any timc alter the expiration
of five years frem such commencement terminale or modify a.~.y
such agreement if, after consideration of the report of the Finance
Commission constitnted under article 280, he thinks it necessary to
o s0.

*Repaaled by the Constitution (Seventh Amendment’ Act, 1956,




APPTNDIX X
(See table in paragraph 125)

LETTER FROM PLANNING COMMISSTON REGARDING ESTIMATES OF REVENUR
FROM ADDITIONAL TAXATICN DUTLNG SECCND FIVE YEar Praw PERIOD.

Demi-official letter No. PC. (P)77/56, dated 6th September 1957 from
Shri Tarlok Singh, Joint Secretary, Planning Commission,
to the Secretary, Finance Commission.

Will you kindly refer to your letter No. FC. 6{2)-B/56, dated the
9th August, 1957 ? We have no objection to use being made of the
estimates prepared by the Economic Division of revenue from
~additional taxation during the Second Five Year Plan for the
various States as recrganised. We would, however, like to point out
that these estimates were prepared in November, 1956. At that
time there were no means of obtaining the estimates of the States
concerned. Secondly, the estimates were not discussed with the
States as they were prepared primarily for the internal use of the
Planning Commissicn. In the third place, it has been the intention
of the Planning Commission to arrange for a further round of dis-
cussions at which various finanecial estimates connected with the
State plans would be reviewed. It is requested that if in the report
of the Finance Cominission a reference is to be made to the estimates
of the Economic Division, the qualifications which necessarily
circumscribed these estimates may kindly be indicated briefly.
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APPYNDIE X

(See tabie in paragraph 195)
OF PIVENTT

N OPERIOD.

LETTER rROM. PLANNING COMMISTON REGARDING ESTIM.ATH
FROM aDIITIONAL TAXATICN OUT NG SECOND FIVE Yzan D-
Demi-official letter No. PO (P)77/56, dated 6th Septemnser 1557 jrom
Shri Tarlok Singh, Jomnt Secretary, Planning Cormisnon,

to the Secretery, Finanee Commission,

Will you kindly refer to vour letter No. FC. 6(2) -B/36, dated the
9th August, 1957 We have no objection to uze being made of the
estimates prepared by the Fecnomic Division of revenue from
additional taxatien during the Second Five Year Plan for the
various States as reorganised.  We would, however, like to point out
that these estimales were prepared in November, 1056, At that
ume there were no means of cbteining the estimates of the BStates
concerned.  Secondly, the estimates were not discussed with tle
States as they were prepared primarily for the interna) use of the
Planning Commission. In the thipd place, it has been the intention
of the Plauning Commission to arrange for a further round of dis-
cussions at which various financial estimates connected with the
State plans would be reviewed, 1t is requested that if in the report
of the Finance Commission a reference is to be made to the estimates
of the Economic Division, (he qualifications which necessarily
circumseribed these estimates may kindly he indicated briefly,
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 Article 306%— e

s

Notwithstanding anything in the foregoing provisions of this
Part or in any other provisions of this Constitution, any State speci-
fied in Part B of the First Schedule which before the commence-
ment of this Constitution was levying any tax or duty on the import
of goods into the State from other States or on the export of goods
from the State to other States may, if an agreement in that behalf
has been entered into between the Government of India and-' the
Government of that State, continue to levy and collect such tax or
duty subject to the terms of such agreement and for such period not
exceeding ten years from the commencement of this Constitution
as may be specified in the agreement:

Provided that the President may at any time after the expiration
of five years frem such commencement terminate or modify a.y
such agreement if; after consideration of the report of the Finance
Commission constituted under article 280, he thinks it necessary to
do so.

*Repzaled by the anstitution (Seventh Amendment) Act, 1956.



APPENDIX X1

TrLEcRAM FRoM UNTON FINANCE MINISTRY HEGARDING PROPOSALS 0
GRANT INCREPASE IN EMOLUMENTS OF EMPLOYERS OF STATE (;OVERN-«
MENTS.

(See pacagraph 185)
Copy of Secret Telegram No. 33432, dated the 20t Fehruary 1857
Jrom Union Fiance Ministry 1o Chief Secretaries of all
State (Governments.

Reference Government of India, Ministry of Finance, Qecret
letter No. 17(31)-EILI/56, dated the 12th January 1857 regarding
proposals {o grant increases in emoluments of employees of State
Governments,

Pura Two. -After examination of replies from States the Central
Government have deoeided to grant assistance to such  States  as
would implement above proposals to the extent and under the con-
ditions referred to in succeeding paragraphs. State Governments
should formulate their own schemes and issue sanctions in each
case on their own authority. 'The proposals are not to be viewed as
a Centrally sponsored scheme.

Para Three—An increase in emoluments preferably in the form
of an ad hoc addition to existing rates of dearness allowance may
be made upto rupees twelve per month in each individual case to
employees of State Governmeats and local bodies whose total emo-
Juments, i.e., pay plus dearness allowance after the increase will not
exceed rupees one hundred.

Para Four—Foliowing basic conditions to be observed in sane-
tioning these proposals:--

(a) Industrial employees are excluded from scheme.

(b) Primary school teachers including teachers in aided
primary schools who are covered by the scheme of the
Central Education Ministry, vide their D.O. No. 3-47/55.
C.U. dated the 29th February, 1956 and letter No. F. 39.27/
56-B.I. dated the 10th Oectober 1856 will be covered hy
these proposals to the exlent of the difference be! = oo
this and the Education Ministry scheme

(c) Increases in emwluments already granted by the Bior .
since 1st April 1956 including those due to revision of pay
scales or amalgamation of cadres since re-organisation will
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qualify ‘or assioancs sibiact fo oo virme | in
para tur-e and other TS er foobs
telegraim

(d) Increases proposed to Lo stvan snowid aor nave 1he et
of raising emoluiients or Staie crpicvess above oz of
- corresponding  cutevcries of 0 Cenzra’ Covaramaent

employees,

Para Five.—Central Government's assistance  towards meeting
cost of above for four years will commence from 1357-38. Iacreases
in present emoluments to bring them upio rupees sivty  would be
shared in the ratio of sixtysix and two-hirds per cent to thirtythree
and one-third per cent and tFose raising emoluments above rupees
sixty but upto rupees one hundraed in tho ratio of thirtythree and
one-third per cent to sixtysix and two-thirds per cent by Central
and State Governments respectively.

Para Siz—Quantum of (entral assistance is subject to review on
the basis of recommendations of Finance Commission. Details of
proposed increases and suggested procedure for accounting and
adjustment to be communicated to Central Government by States.

Pare Seven.—As regards employees of State Governments and
lIocal bodies whose total emoluments after increase will exceed
rupees one hundred but not exceed rupees two hundred and fifty,
some State Governments have represented the need for some relief
to these categories. In some cases pay scales have been revised since
first April 1956 and in others ad hoc increases to dearness allowances
are proposed. Sul_ect to such increases not exceeding rupees twelve
per mensem in any individual case and to the resultant emoluments
not exceeding those of corresponding categories of Central Govern-
ment servants, Central Government are prepared to assist States by
way of a repayable loan on usual terms and conditions,

Para Eight.—Amount of loan will be calculated on the basis of
rupees one lakh per one million of population in the State but will
be subject fo an overall maximum of twentyfive lakhs of rupees for
a State. Loan will be sanctioned for the financial year 1957-58 only
and the position will be reviewed before the end of that year in the
light of award of the Finance Commission. :



APPENDIX X1

TeLecRAM FROM Uyjon Fivanck MINISTRY QRECARDING PROPOSALS TO
GRANT TNMCREASE IN FMOLUMENTS OF EMPLOYEES OF S71aTE (GOVERN-
MENTS,

Copy of Sevrel Telegram No. 33432, dated the 20th Fehruary 1957
from Union Finance Ministry to Chief Secretaries of all
State (Governments.

Reference Government of India, Ministry of Finance, Secret
letter No. 17(31)-ET11/56, dated the 12th January 1957 regarding
proposals o grant increases in emoluments of emplovees of State
Governments.

Para Two.—After examination of replies from States the Central
Government have decided to grant assistance to such States  as
would implement above proposals to the extent and under the con-
ditions referred to in succeeding paragraphs. Siafe Governments
should formulate their own schemes and issue sanctions in each
cage on their own authority  The proposals are not to be viewed as
a Centrally sponsored scheme,

Para Three—An increase in emoluments preferably in the form
of an ad hoc addition 1o existing rates of dearness allowance may
be made upto rupees twelve per month in each individual case to
employees ol State Governmeats and local bodies whose toial emo-
luments, i.e., pay plus dearness allowance after the increase will not
exceed rupees one hundred.

Para Four—Following basic conditions to be observed in sane-
tioning these proposals:—

(a) Industrial employees are excluded from scheme.

(b) Primary school teachers including teachers in aided
primary schools who are covered by the scheme of the
Central Education Ministry, vide their D.O. No. 3-47/55.
CU. dated the 29th February, 1956 and letter No. F.39.27/
56-B.1 dated the 10th October 1956 will be covered by
these proposals to the exteni of the difference bel« e
ihis and the Education Migpistry scheme

(c) Increases in emoluments already grented by the Hiot.
sinee 1st April 1956 including those due to revision of pay
seales or amalgamation of cadres since re-organisation will
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(d) Increases preposed to Lo given saoad 0T nave e et
of raising emoluiients 9L 3tate crmpiovers abave Laose of
-corresponding  itegeries ol Cenoral Govaramant
emplovees,

Para Five.—Centra) Government’s  1ssistanca towards meeting
cost of above for four years will commoence from 1957-33. Increases
in present emoluments to bring them o rupees sirty  would be
shared in the ratio of sixtysix and two-thirds per cent to thirtythree
and one-third Per cent and those raisicg emoluments above rupees
sixty but upto fupres one hundred in the ratio of thirtythree and
one-third per cent to sixtysix and two-thirds ber cent by Centraj
and State Governmentg respectively,

Pare Siz—Quantum of Central assistance is subject to review on
the basis of recommendations of Finance Commission. Details of
Proposed increases and suggested procedure for accounting and

adjustment to be communicated ta Centrg] Government by States,

Para Seven.—As regards employees of State Governments and
local bodies whose total emoluments after increase will exceed
Tupees one hundred but not exceed rupees two hundred and fifty,
some State Governments have represented the need for some relief
to these categories. In SOMmMe cases pay scales have been revised since
first April 1956 and in others ad hoc inereases to dearness allowances
are proposed. Suiect to such increases not exceeding rupees twelve
per mensem in any individual case and to the resultant emoluments
not exceeding those of corresponding categories of Central Govern-
ment servants, Central Government are brepared to assist States by
way of a repayable loan on usual terms and conditions,

Para Eight—Amount of loan will be caleulated on the basis  of
rupees one lakh per one million of population in the State but will
be subject to an overall maximum of twentyfive lakhs of rupees for
a State. Loan will be sanctioned for the financial year 1957-58 only
and the position will be reviewed before the end of that year in the

light of award of the Finance Commission.
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APTENDIX X

(STATISTICAL TABLES)







T VAT TN VYT
INTRODUCTORY NOTES

Revenue and Expeaditure exclude transfers from and to Revene
Reserve Funds, Sugar Cane (ess Funds and Slate Boad Funds,

2 Beceipts and disburserents on account of trading  operalions
have been excluded from Revenue and Expenditure respectively.

3. Fur irnigation schemes, electricity and road transport under-
takings and factories run departmentally, Hevenue has been shown
net atfer deduction of working expenses and depracitation

4. Expenditure excludes appropriations for reduction or avoidance
of debi.

5. Tnless otherwise speciied, Tax  Revenue includes JInternal
Customs Doty, Agricultural focome Tas, Estate Duty, Land Revenue,
State Fxeise, Stamps, Registration, Taxes on Motor Vehicles, Sales
Tax and taxes classified under the head Other Taxes and Duties.

6. Staiuiory grants include those under articles 273, 275, and 278
of 1he Constitution.

7. Revenue gap ¢rants in the case of the former Part C States of
Ajmer, Bhopal and Vindhys Pradesh have been shown under Other
arants or Grants under arficie 28%

3 Other Admimistrative Services include Administration  of
Justice, Jails and Convict Seftlements, Ports and Pilotage and
Aviation,

9. Other Social Services include Scientific Departments, Agricul-
ture, Rural Development, Vetermary and Cooperation.

10, Madras and Andbra figures for 1953-54 are for the second half
of the vear

11, Figures of only those Part C States which merged in the
neighbouring States from ist November 1956, namely, Ajmer,
Bhopal, Coorg, Kulch and Vindhya Pradesh, have heen given,
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1. Summary of Budgetary FPosition of States

(Rupees in lakhs)

195752 195253 I953-54 . i954-35  1955-56

ANDIHRA
Toral REvENUY:

Decuct -
(i} Share of Central Income
g
Tax . . . .
(2) Share of Union Esxcise
Juiies .
iy Grants-in-md
{a) Statutory
(&) Other granis

NeT Rivisue
TOTAL EXPENDITURE

Sumplus (4%
Deficit ()

A3SAM

ToTal REVERUE . . 11,29
Deduct—~
(17 Share of Central Tncoine
(i} Share of Urdon Exuvise
Duties . . .
it) (Grants-1p-aid
() Srarutory
{hy Other grants
NET REVENUE . . 14,54
Totar ExreNDITURE . . 2442
Surplus ()
Deficit (=)

3,32
1.90

""‘9)88

ToTAL REvVENUE
Deduci---
() Share of Central Income
I'ax . . P 5 5.9¢
(i) Share of Unfon  Txuise
[uties . . .

(a7 Grants-wo-aid
{e) Bratutory . . g2 . 1.61.
(b)) Other grants - . 1,06 5.37

Ner RaveENte . . . 20,16 #1,16
TOTAL EXPENDITURE . . 28,25 30,50
Surplus (43 1 . 06 —39,73%
[reficit (- f

2,04
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Summary of Budgetary Position of States—contd.

Deficit (=)

(Rupces in lakhs)
I951-52  1952-53  1953-54  1954-55  1955-56
) BOMBAY
TOTAL REVENUE . . 60,51 59,79 71,55 77,25 84,12
Deduct—
(£} Share of Ceutral Income
Tax 10,99 10,67 10,76 10,39 10.24
(#) Share of Umon Exc1sc
Dhuties . . . o 1,82 1,72 1,68 1,84
(i) Grants-in aid
(a) Statutory 1,43 g 13 28 - 28
(b) Other grants 65 1,27 2,32 1,47 3,61
-NET REVENUE . . 47,44 45:95 56,62 63,43 €8,15
ToTAL EXPENDITURE . . 59,88 65,79 67,53 65,43 74,26
Surplus (+-) ~=12,44 —I19,84 —10,91 ——2,00 —6,11
Deficit (—) .
HYDERABAD
TOTAL REVENUE . . . 29,87 26,74 25,56 27,41 26,7
Deducr—
5) Share of Central Incom:
® Tex . 2,47 2,50 2,67 2,63
{#1) Share of Umon Exc:sc
Duties . 95 90 87 ~ o5
€119 Grants-m-md _
(a) Stetutery . . 1,20 € 23 28 36
(b; Other grants . 96 28 16 59 1,20
NET REVENUE . - . 27,71 22,98 21,77 23,00 21,62
ToTAL EXPENDITURE } . . 26,79 23,48 24,08 25,65 26,94
Surplus (<) . - +g2 —50 —2,31 —2,65 —3532
Deficit (—)
MADHYA BHARAT
ToTAL REVENUE . 11,3¢C 11,62 14,30 14,867 16,77
 Deduct—
(s) Shart of Central ]rcemc- 6 o6 o7 104 1,03
(v) Shﬂrc of Umor Excise
Duties . . . . 4¢ 33 37 41
(#) Gronts-in-gid
(@) Stnmory . 4 - 16 . 2% zg
(b) Otber grants s 17 35 1,22 1,1
NeT REVENUE 11.0° 10,01 12,44 11,98 13,91
TOTAL EXVENDITURE . TI,12 12,07 12,67 14,05 18,28
Surplus (- . . —_7 —a2,06 —23 —2,07 1 —4,34



L. Summary of Budgetary Position of States
Rapees in Jakhs)

165350 1954-53  I0S3-54 - 195435 165556

ANDHRA
Torsrn Reveam . . .. 11,22 15,64 23,28
Deduicto
() Share of Cemrad Income
Tay . . : . . . 1,7 3,26 320
() Share of Unlon  Excise
runies , . .. .. 16 96 1y
) Grants-in- wd .
{a) Stutory . . .. 8 1z 13
(6) Other granis ‘ . .. .. 36 04 1,15
NET Rivesuve s . . . s §,56 1,66 1774
ToraL ExPenmITURE . . - .. 12,24 24,78 28,97
Surphis (-4 3
Defienn (-=3 . . e .. —3 .68 — 10,12 —10,73
A354M
TorTal REVENTE . . . 11,29 14,28 14,34 16.23 22,04
Deducy~-
{t; Share of Centrul Income
Tax . - - . .57 1,39 1,40 1.35 1,32
(¢) Share of Unien Exvise
Dutics . . . . 46 43 42 46
) Gronts-in-aid
(e} Sratutory . . . 1,39 2,44 2,90 3,54 3,32
{6y Other grants . . 24 34 39 44 1.90
NEr REVENTD . 8,00 9,05 G,22 10,50 14,54
ToTal EXPyNDITURE . 10,90 12,58 13.76 To. 18 T4.4%
Surplus (4-)
Dreticit (=) . s —2.81 —2,07 -—4.54 —-8.68 -0 88
EBIHAR
ToTalL REVENUE . . . 28,30 30,27 33,28 3850 37.74
Dedecio--
(£} Share of Central Income
Tas - . . . 6,54 5.99 6,03 5,70 4.7)
dr) Share of Urdon Excise
Liaties . . . . 2,04 1,93 i.B7 2.G5
(Y Grants-ine and
fa) Statutory R . 54 G2 1,58 1,61 F.8G
ib) Other grants 1,71 1,08 1,07 5.37 4,08
NytT REVENCE . ‘ . 19,51 20,19 22,24 21,16 24,
ToTaL EXPENDITURE . . 32,82 28,25 30,38 30,89 R
Surplos {43 13,31 —38,06 894 1073 23,30

Deficit (- j
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Summary of Bucfge‘ta*ry Position of States—contd.

(Rupees in lakhsy
1951-52  1952-53  1953-54  1954-55  1955-56
_ BOMBAY
TOTAL REVENUE . 60,51 59,79 71,55 77:25 84,12
Deduct—
(i) Share of Central Income
Tax 16,99 10,67 10,76 16,39 10,24
{31) Share of Umon Excn;e
Duties . e 1,82 1,72 1,68 1,84
(#1i) Grants-in-aid
(a) Statutory 1,43 8 13 28 28
(b) Other grants 65 1,27 2,32 1,47 3,61
-NET REVENUE . 47,44 45,95 56,62 63,43 €8,15
ToTAL EXPENDITURE 59,88 65,79 67.53 65,43 74,26
Surplus (4} -—12,44 —I19,84 ~I10,91 —2,00 6,11
Deficit (—)
HYDERABAD
ToTAL REVENUE 29,87 26,74 25,56 27,41 26,76
Deduct—
() Share of Central Income
Tex 2,47 2,50 2,67 2,63
(i7) Share of Umon Exc:sc
Duties . 95 90 87 T 95
(tif) Grants-m-a:d ’
(a) Statutory 1,20 6 23 28 36
(b) Other grants g6 28 16 59 1,20
NET REVENUE . 27,71 22,98 21,77 23,00 21,62
ToOTAL EXPENDITURE | 26,70 23,48 24,08 25,65 26,04
Surplus (+) +92 —30 —2,31 —2,65 —5,32
Deficit (—)
MADHYA BHARAT
ToTAL REVERUE 11,3C 11,62 14,30 14,867 16,77
Deduct—
(1) Sharr. of C:ntra] Income .
[ 95 97 [ 1,04 1,03
(:f\ Sharc o( Umor Exc:sc
Duties . . - 40 3¢ 37 41
() Gr: nts- m-ald
{a) Swetutory 4 g 16 .25 24
(&) Other grants 15 7 a5 1,22 1,18
MEeT REVENUE . 11.00 10,01 12:44 11,98 13,91
TOTAL EXPENDITURL 11,32 12,07 12,67 14,05 18,25
Surplus (4 —_ —2,06 —23 —_2,07 1 —4.34

Deficit (~—




Swmanary of Budgeiary Posibon of Stacgs-—conid.
{Rupees in lakhs}

il WSS) 19SS et

MADHY A4 PRADESH

‘Toral REVENUE ‘. . 22 8¢ 2366 24,39 25.51 2%,2¢
.:[)eu’ucr--
(1) Share ol entral Income
Tax » @ N . 3,14 3,19 32l 3,12 3.07
(1) Share of Union Excise
Duties . . . e 1,08 1,04 90 1,04
{irr) Grants-in-aid
(a) Statutory . . . & 17 45 61 76
(&) Other grants . . 13 26 62 1,28 .79
NET REVENUE " . . 15,82 18,96 10,06 10,41 20,68
Tocar EXPENDITURE N . 17.99 1627 23,42 zh 8 IRy
Surplus { $- . . +51 ! —4,36 —5.27 — 9,25
Deficit [
MADEAY
Toral REVENUE . . . 58,75 5Bz 22,77 42,06 51,70
Deduct—
(f) Share of Central Ircome
ax . .- . . ©,I15 Q.42 3,07 5.67 5,60
(#) Share of Union Excise
Duties - . . R e 2.59 81 1,67 1.83
{1ty Grants-in-aid
(a) Statutory . 4 9 T 2 2
(%) Other grants . . 1,04 65 3% 1,59 4.23
NET REVENUE , . - 48,52 44.97 18,53 33,91 40,02
ToTar EXPENDITURE  + < 62,74 66,%5 23,26 46,25 53,59
Surplus (+) . . —14,22 —21.88 —4,73 =—12,34  —13.57
Dreficit (—)
MYSORE
Total. REVENUE - . . 14,11 14,04 15,53 16,54 19,59
Deduct—
() Share of Central Income
Tax . . . . .. .. 7 12 12
(i) Share of Union Excise
Duties . . . . .. . 2 4 4
(i) Grants-in-aid ,
(@) Stamtery - . 3:45 1.85 4,87 3,86 3,86
(b) Other grants L. 53 4 18 34 59
NET REVENUE . . . 10,13 I1,IS 11,39 12,18 14,2F
ToTAL EXPENDITURE . . 14,15 13,99 15,22 16,35 16,25
Surplus (3 . . —4,02 La2,84 —13.83 —4,17 —3.96
Deficit (—) f

417 M of F—11.



l V-.
Summary of Budgetary Li’osition of States—contd,
{Rupees in lakhs)

1951-52  1952-33  1953-54  1954-55  1955-56

Al

ORISSA
TOTAL REVENUE . . . 11,96 12,62 " 12,27, 13,99 16,11
Deduct—
() Share of Cenr.ral [ncome .
Tax . 1,57 2,08 2,09 2,08 2,17
(1) Share of Umon Exc1se
Drutes . . . T4 72 63 75
{fif) Grants-in-aid
(@) Starutory . . . 75 1,12 1,28 1,45 1,66
(¥) Other grants . . 59 6o 22 1,36 3,25
NET REVENUE . . . 9,05 5,08 756 T, B42 8,28
ToTaL EXPENDITURE . . 10,50 15,25 12,76 15,02 22,85
Surplus (+) - —IL4s  —3LI7  —480 =560 —I457
Deficit {—)
PEPSU
TorAL REVENUVE . . . 6,09 6,17 6,98 7,63 9,08
Deduct—
(f) Share of Ceniral Income
Tax - . 15 41 42 45 44
(1) Share of Union Excxse
Duties . .- .. 34 16 18
{(iff) Grants-in-aid
(@) Statutory . . . .. 5 6 17
(&) Other grants . 19 8 21 46 1,12
NeT REVENUE . . . 5.75 5,68 5,96 6,50 7,17
Toral EXPENDITURER R . 4,66 5,41 6.43 8,59 10,29
Surplus (+)
Deficit (—) J . . . +1,09 —--27 —=47 —2,09 —3,12
PUNYAB
TOTAL REVENUE - . . X7,56 18,04 20,20 22,30 24,20
Deduct—
(i) Share of Central Income
Tax . 2,88 2,06 2,08 1,93 1,90
(z1) Share of Umon Exmse
Duities . . N . .e 64 61 59 65
(i) Grants-in-aid
(a} Statutory . . .. 1,27 1,44 1,48 1,54
(&) Other grants . . 26 10 48 1,58 2,53
NET REVENUE . . . 14,42 13,97 15,59 16,72 17,58
ToTAL EXPENDITURE . . 14,75 15,49 18,16 19,11 26,18
Surplus (+) .. —33  —1,52 —2,57 —239 —8,60

Deficit (—)



L=

2ummary of Budgetary Position

R

of States-—contd.

(Rupees in lakhs)

195152 1952-53 195354 195455 1955-56
RAFASTHAN
ToTAL REVENUE . . F 15,51 13,74 (8,77 22,20 23,42
Dedict—
(f) Share of (_.entra] Income
Tax . . 13 1,92 1,94 2,08 2.035
{i{} Share of Umnn Excmc
Duties - 77 73 71 78
iy’ Grants—m-aLd
(a) Statutory . . 5 3 z4 A2 39
(k) Other grants . . .. 18 60 2,71 1.36
NET REVENUE N . . 15,33 15,22 15,26 16,28 18.84
ToTar EXPENDITURE . 15,71 15,93 18,08 20,16 22,54
Surplus (+) 1\ . —3k —71 —-i2,82 3,88 —13.70
Deficit (—) /S ’
SAURASHTRA
Toral REVENUE . . 7.52 9,83 10,64 12,39 13,45
Deduti—
() Share of Ceniral Income
Tax . B . .
(i) Share of Union Excise
Duties . . . s
(#if) Grants-in-aid
{a) Statutory . . 3,00 3,15 3,16 8,16 3,18
(&) Other granks . . 5 29 40 1,93 2,46
NET REVENUE s . . 4,47 6,39 7,08 7,30 7,87
ToraL EXPENDITURE - ’ 8,55 11,70 £.37 12,11 15.72
Surpies (1) L. —a0s —sar —4 31 Tt
Deficit  (—)
TRA VANCORE-COCH IN
Toral REVENUE  » . . 17,91 16,63 16,87 17,51 18.64
Deduct— . .
({} Share of Centra] {ncome
(:n Sharc of Umon Lsmsc
Duties . s N
i) Grams—ln—ald . .
¢ (a) Statutery . . 4,63 3,50 3,22 3’26 3’;Z
(4) Other grents - . . 7 1@ “ -
NET REVENUE . 14,28 13,06 13,52 14,05 T4-42
" ToTAL EXPERDITURE 12,73 15,61 14.34 12,43 1935
. + 1,55 —2,55 —32 S 62 —4593

Surpius(-+)
Deficit (—)



149

Summary of Budggtary Position of States—contd.

(Rupees in Iakhs}
Te—— ——

£950-52  1952-53  1953-54 1954—55 I955 56

UTTAR PRADESH

ToTaL REVENUE - . . 51,51 57,91 72,40 74,34 80,03,
Deduct—-
{#} Share of Central Income
Tax . 9.42 9,56 9,64 9:35 9,22
(#) Share of Umon Excxsc '
uties . . .. 3,20 3,03 2,95 3,23
(s7) Grants-m—axd
(a) Statutory . . .. .e . . ..
(5) Other grants . . 92 1,23 2,14 3,59 5,7%
NEeT REVENUE . . . . 4LI7 43,92 57,59 58,45 61,85
ToTtaL EXPENDITURE . . 43,88 58,06 63,00 66,54 72,73

Surplus () . . TTIT —I4I4 541 —8,co —I0,88
Deficit (—) SNy

WEST BENGAL -

ToTaL RevENUE . . 38,29 37.17 37,80 42,35 - 50,01
Deduct—-
(1) Share of Central Incomc .
Tax . 7,06 - 6,86 6,92 6,68 6,58
(i¥) Share of Umon Excxse :
Durties . e ;26 1,19 1,16 1,27
(#if) Granrs- m-ald .
(a) Statutory . . 1,56 2,30 2,40 2,42 2,46
() Other grants . . 3I. . 49 88 2,48 4,66
NET REVENUE . e . 29,36 26,26 26,41 29,61 35,04
ToTAL EXPENDITURE . . 37,01 38,52 44,42 48,28 60,10
Surplus ¢ +g . . —17,65 =12,26  —i8,01 —18,67 —25,06
Deficit (— ‘
FJAMMU AND KASHMIR
Toral. Revenve . . . 4,60 4.97 4,89 5,15 567
Deduct—
(#) Share of Ccntral Income ?
ax - ' xS e .n ‘e
(i) Share of Umon Exasc
Duties . . - . - “e
%) Grants- m—a.td
a) Statutory . . . . . . . -
() Other grants R . 1 .. .. 2,42 2,67
NET RevEntg . o . 4,59 4,97 4,89 2,73 3,00
TOTAL EXrENDITURE . . 4,74 4575 4,85 4,73 5,39

SurpIus (+) . —15 +22 +4 —2,c0 —2,3G
Deficit (—) ‘ .



DUTIILEY Y ] Oldeged i £ il

“ToraL REVENUE @ . .

Dediucr—
(i) Share of Central Income
Tax . . . .

(/1) Share of Union FExcise
Duties . . . .
(xt) Grants-in-aid
(a@) Statutory . .
(&) Other grants . .

NEr REVENUE R .

“ToTAL EXPENDIT *:E . .
Surplus{+) . . .
Deficit(—-)

"ToTAaL REVENUE

Deduct—
(i} Share of Central Income
Tax . . . .
iy Share of Union Excise
Duties . . .
&7y Granis in-zid
{a) Statutory . . .
() Other grant® . .
WrET BEviNUE
T LEETNDITURE . .
_r
i . Rrv i
Dk —

(i: *ar:- of Centrz] lrzome

-

S Stose o] Union Eneise

s -
RITICS

G wibeca—Lufili,

(Rupees in lakhs)

195650 1952-53  I954-34  T594:4%
ATMER
51 2,14 1,62 1,87
£ —-— LI -
. I;éﬁ Il,}s J.‘.,ic
st 48 47 a7
1,40 2,11 1,48 67
—98 —1,63 1,01 —,20
BHOPAL
92 2,03 2,25 P2y {e]
R} L] - -—e
LR —y L L
. 1,05 "o8 (.45
92 98 1,27 1,25
1,22 £,9T 2,28 2,78
—30 —Q3 —I1,01 —1,53
COOR(;
61 g X,04 1,07
) & ' I
% r ot v
€3 s 99 F,IT
—1C 2 —1 —G

165 536

2,45

1;é6
59
2,058
._._1)46

3,63

%

2,45
1,18
3,97
—2,79

>

T3
1,11

1,37
—26
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Summary of Budgetary Position of States—concld.

=

{Rupees in lakhs}

1951-52  1952-53  1953-54  1954-55 1955-56
VINDHYA PRADESH
ToralL REVENUE - . . 2,51 2,27 4,60 4,21 5:5%
Deduct—
(i) Sharc: of Cem.ral Incomc
(1) Shar° of Umor: Exctse
Duties .y . . ae . ae .
(#i) Grants-in-aid
(a) Statutory . . . . . .- .e ‘e
() Other grants . . .e 2 2,21 1,35 2,401
NET REVENUE . . . 2,51 2,25 2,39 2,86 3,13
ToTal EXPENDITURE . . 2,18 2,71 3,65 4,71 5:94
Surplus{4-) } P . +33 —46 —1,26 —1,85 —2,81
Deficit (—)
KUTCH}
TOTAL REVENUE . . . 49 129 a0 36 42
Deduct—
(#) Share of Central Income
Tax . - ' - X3 - e
(§i) Share of Umon Excnsc
Duties . . . .- e e oa ..
(i) Grants-in-aid
{a} Statutory . . e e .o .r
() Other grants = . . . . - e v
MNET REVENUE . . . 49 z9 4 36 4z
ToraL EXPENDITURE . . 87 - 1,21 1 o6 1,18 11,17
Surplus(+) . . —38 —052 - —32 —75

Deficit (—)}



9. Revenue und Ewxpenditure of Union and Stale Governments from

1948-49 to 1955-56.
(Rupees in lakhs)

vene Revenue Expendinure Sllrpl:).lf (4}
Dreficit (——)
Tlhyon States Union States Union o étates
1948-49 - . L7L0 254064 32086 2:37,69 +50,84 416,85
1040-50 . . 33039 8661 HITIE 274,95 3327 TI1166
1950-51 . . 45006,58 3,84,76 45,4725 3,79,24  +59:33 -+ 5,52
1951-52 : . $,14,37 4,12:92  3,84.91 400,37 +1,20.46 11255
1552-53 . 434,82 42845 39497 42772 -+ 36,85 +173
1953-54 . . 4,515,558 4:43,64 4506,42 4,22,23 +g,16 21,41
1954-55 . . 45577 | 5:03.87 421,44 49978 +34:33 +4.c8
1955-56 - : 503,00 564,46 462,70 5:96.96 441,20 —32,50

- Nores: {1) State figures include those of Coorg for all years, of Ajmer, Bhopal,
Kutch, Vindhya Pradesh sand Pari ‘B’ States frem 1950-5T and  of Jamrmu  and
Kashmir from 1951-52.

(2) Central figures indude those of Ajmer and Kutch for 1948-49 and 1949-50.

(3) Union duties of excise distributed under artiele 272 of the Constitution and Central
grants are shown 8s expenditure  of Union ; they are included in the revenue of

Siates.
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\

3. Composition of Revenue and Exrpenditure met from

1948-49

N 1949-50 1950-5% I9510-52
Revenue—
ustoms . 1,26,16 I,24,71 1,59,I5 2,31,69
Union Excise Duttes . 50,63 67,85 67,54 35,78
Taxes oa Income ,31,76 1,61,12 1,73:22 1,87,6C
of which ’
Corporation tax . 62,26 39,53 40,49 B 41,41
Taxes on Income
ather than Corpora-
tion tax. 1,19,50 152559 1,22,73 1,46,19
Railways (a) . 7,34 7,00 6,50 6,93
Posts nad T‘elegraphs(a) 2,36 2,38 3,98 3,43
Currency and Mint . 12,63 11,22 12,27 11,30
Other Heads 32,61 21,87 37,52 41,50
Deduct—
States’ share of In-
come Tax | —41,79 4§76 — 47,52 -—52,86
ToraL 3,71,70 3,50,3¢ 4,10,66 5,15,37
Expenditure—
Defence Services (Net) 1,46,05 1,48,86 1,64,13 1,70,96
Direct Demands on Re- :
vepue . 8,62 13,90 12,50 16,23
of which
Union Excise Duties . . .-
Debt  Scrvices (Net) (B) 42,53 39,43 37,36 39,00
Civil Administration 35,56 39,30 48,80 53,67
Civil Works (¢) 6,61 6,53 10,38 11,36
Contributions & Mlsccl-
laneous adjustments N
between Central and
State Governments 2,96 2,96 15,59 17,31,
. Miscellaneous 56,89 52,44 52,88 65,14
of which
Expenditure on dis-
placed persons 345 - 12,28 8,74 13,12
Extraocdinary {tems 19,45 11,54 7,03 10,91
of which
Expenditure o
Community Projecgs,
- National Extension
Service and Local
Development Works . .. .
Other Heads . 2,19 2,16 2,77 2,60
ToTAL 3,20,86 317,12 3,51,44 3,87,27

(@) Net Contribution to Central Revenues.
r4) BExclndes addirional pavment to

(5 Includes Appropriation for Reduc-
States of Rs. 420 lakhs.



Al

3. Composition of Revenue and Expenditure met from

1948- 19 1949-50 1850-5 1 G5 -52
Kevante-—
Cistoms . 1,26,£6 14,71 1,57,15% 231,60
{Tnion txoise I)Llfu_a . 50,63 47.8¢ 67,54 535,75
Tax=s on Inzome . L[L,31,70 T.O1,02 1,73,22 1,37 6(
of wiich
Corporation tax - 62,26 354 40,49 L 47.41
Taxes on Income
other than Corpora-
rion tax, : L1050 25,59 1342,73 1,46.19
Railways {a) - 7:34 7,00 6,50 £.9%
Posts nad Telr‘graph\(a) 2,36 2,38 1,08 3,43
Currency and Mint . 1,03 IE -y 12,27 11,30
Other Heads . . 32,61 21,87 37,52 41,50
Deduct-—
Srates” share of I[no-
cormne Tax | . —4il, 79 neadly, 76 - 47,52 —52,88
ToTat - 37L70 550,39 4,10,66 5,15,37
I cpenditure--—
Defence Services (Net) 1,46,05 1,48,86 1,64,13 1,70,06
Direct Demands on Re-
venue . . 3,52 13,90 12,50 6,23
of which
Dnion Excise Duties . " ..
Debt  Services (Net) (3} 42,53 39.43 37,36 39,00
Civil Ad:mnistratmn 35,56 39,30 18.,%0 53,67
Civil Waorks (¢} 6,61 A,53 10,38 11,36
C c\ntr!butm'm & Vll(.ccl-
tunecus  adjusiments .
hetween Central and
Siare Grovernments 2,96 2,96 15,50 17,31,
Miscellarigous . 56,39 744 52,88 65,14
of which
Expenditure on dis-
piaced persons . 1,45 iz.28 8,74 13,12
Extracrdinary ltems . 19,45 V1,54 7,03 16,91
of which
Expenditure an
Community Projec
National  Extens:on
Service and  Local
Development Works . ‘e . .
Other Heads . . 2,19 2,06 2,77 2,69
ToTAlL . 3,20,%6 3,17,E2 3,571,144 3,87,27

(@; Net Contribution to Central Revenues, (b} Includes Appropriation for Reduc-
241 Fechides addidonad pavment to Stares of Rs. 120 lakhs.
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9 Revenue and Expenditure of Union and State Governments from
1948-49 to 1955-56.

{Rupees in lakhs)

Revenue Expenditure Surplus (1)

Year or
Deficit (—)

Union  States Union States  Union States

1948-49 - . 3,71,70  2:54:,64  3,20,86  2,37,69 450,88 +16,95

1949-50 - . 3,50,39 2,86,61 3,17,12 2,74,05 +33:27 -+ 11,66
1950-51 . - 406,58 384,76 3.47:25 37924  +59:33 55
1951-52 L. 51437 412,92 38491 40037 -H1:20:46 -+ 12455
1952-53 L. 4348z 42845 30497 42772 T3%8s 73

1953-54 . . 41558  4,43:64 40642 ' 422,23 49,16 <2141
1954-55 - . 45577 5.03.87 42144 49978 13433 ~+4.c8
1955-56 . . 5,03:50  5:64:46 462,70  596:96  -+41.20 —32,50

- Nores: (1) State figures include those of Coorg for ell years, of Ajmer, Bhopal,
Kutch, Vindhya Pradesh and FPart ‘B’ States from I1950-51 and of Jaminu and
Kashmir from 1951-52. .

* {2) Central figures include those of Ajmer and Kutch for 1948-49 and 1949-50.

37 Union duties of excise distributed under artiele 272 of the Constitution and Centml
érants are shown s expenditure of Union; they are included in the revenue of
tates. . .

i —



repenue of Government of India.

it 54
195253 165354 1954-55 1933-38 & y
o R
1,73:75 1,58.71 1,34.86 1.8,70 T PR
23,03 94,98 1,08,22 1,343,235 i LAERIN L ¥
¥, 85,23 1,64.33 [,79.59 1,068,400 i N 4
43.50 41,54 37:33 37:04 3,24 h30
T,41,43 1,272,584 1,22,26 1,315,356 iy 153,50
7,11 6,63 6,68 5.80 6,03 3l
1,87 2,40 2,60 3:47 5,0 R
10,17 15,74 20,65 23.c9 24,40 1.0
20,03 30,1} 29,48 6.77 45.10 ;.50
56,68 —37:29 55,95 -=55,16 —s8.75 —6: 8
8,735,110 415,98 4,356,713 504,32 571,49 02,83
1,79.52 180,34 1,86,66 1,72,23 2,02,95 2,32,7C
30,59 129,83 129,48 32,30 3792 41,80
16,82 I4,5% 15,11 16,57 18,22 19,17{d)
36,50 40,82 39.72 13,14 38,21 35,00
51,70 64,17 F3.11 94,07 133,604 1.91,02
13,17 13.85 13,45 12,14 14,54 13,93
22,30 25,91 29,79 35,87 29,60 25,23
48,86 2,41 29.86 60,23 50,16 75,73
1Y 8,82 752 23,24 21,86 22,50
10,13 £1,78 15,25 10,49 12,43 273,86
50 .37 4,44 9:34 10,45 11,458
3.13 2,71 3,30 3.40 [N & 8o
3,96,18 4,07.48 4,22,62 4,63,87 3,533,408

vian o Avoidance of Deb () Includes Hiock grant for transfer o Centpal Road Fund
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Bomiay R . . . . - 5T " E
Hyderabad . . . . . R RS FRNKPRYN]
Muadhyva Bharat . . . . . - it Itz
Modbya Pradesh . . . . FES-N ) fre DIG.2n i3
Madras . . . . . . L3440 {8 T Ls2by b 1204
Mysore . . . . - . Gi.it PR ' MR b né
Orissa . . . . . . £9,93 22 72,38 [PRE)
Pepsu . . . . . . 23,08 o8 15,38 26.0
Punjab . . . . . . 1,02,30 16¢2 93,69 479
Rajasthan . . . . . . 93,04 28 2,42 Izer
Saurashira . . . . . 53,83 26- 56,45 27°5

Travancore-{ochin . . R . 87,56 18- 74,46 160

[~~)

3
3

Uttar Pradesh . . . . . 3,36,21 I10°8 3,69521 g
6

West Bengal . L. .. 20562 16 2.2%,33 184
Jammu and Kashmir . . . . 25,28 ir-3 24,46 Ir-z
Ajmer . . . . . . 8,29 237 3,80 25T

Bhopal . . . . . . 11,53 288 12,16 20

Coorg . . . . . - 483 483 4,94 49°

¥oreh . N . . u e o I96 6 5 5,44 18

4
4
Vindhva Pradesh . . . . 19,12 10-6 19,19 10-7
3
4

Torar . . . 13,53.34 134 234706 5]

{2) Figures are for 24 years from 1st Qctober 1953

(B Figures for 194752 and 1952-53 are¢ for composite State, for 1053-54 21¢ for the
lust six months and for 1954-5% and 1935-55 are for the Stete after puratien of Arldhra,

NOTE, - Fer capite revenue and expendivure are anpual uveragos lor the pericd.
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5(a). Composition of Revenue of
Percentages to the Total Revenue of respective States are given

Sales
Agricul- Land State Stamps Registra- Taxes
tural Revenue Excise rion {includ-
Income ing
Tax sales taxes ™
‘ on motor
spirit)
Andhra
Assam . . 9I 181 121 29 5 99
8-1 1670 107 26 o4 8-8
Bihar . . 356 145 519 224 63 422
20 51 r8-4 79 202 I4°9
Bombay . . s 614 92 414 31 1259
. o2 I-5 68 05 26.8
Hyderabad . . ) 482 946 sI 8 106
03 x6-r 317 17 03 35
Madhya Bharat . 253 185 41 2 92
224 164 36 0-2 8-r
Madhya Pradesh . .e 439 256 107 24 265
. 193 Ir-2 47 Ir 116
Madras e 657 41 454 110 1689
. 11z 0-7 77 -9 28-7
Mysore 131 20% 46 10 160 .
. 92 47 33 o7 113
‘Orissa . . I3 103 200 69 12 126
’ I-I 8-6 16:7 58 i-0 106
Pepsu . 90 235 19 4 50
. 148 38-6 B AP § o6 &-2
Punjab 198 278 59 9 92
) II+3 15-8 - 344 o5 10°9
- Rajasthan . . 315 299 47 4 .
203 19-3 30 03
Saurashtra . v e 152 17 23 9 23
.e 20.2 22 3rI r-2 31
Travancore-Cohin 99 7I 240 8o 30 244
55 4-0 13-4 50 I-z 13-6
Uttar Pradesh . 100 758 632 234 27 " 528
I9 I¢r7 | 12°3 45 o5 I0-3
¥est Bengal . 064 210 672 293 45 672
-7 55 17-5 77 I-2 I7'5
Jammu and Kashmir .. - 62 22 6 . 5
P & A 1 4-8 I-3 Ir
Ajmer . B . . ) ~3 32 5
) s 59 627 9.8 e
‘Bhopal - P 44 18 2 . .
. 478 196 2+2 .
Coorg 3 4 11 2 I
_ 19 . 66 18+0 33 . 1-6
Vindhya Pradesh . . 83 31 3] . 19
. 331 Iz-3 24 76
Kutch . o ee 31 4 2 .-
633 8-r 41 .
ToTaL . 436 5026 5058 2222 393 5
Ir 12-2 122 I-¢ id-4




CAndh . . . . . . oL S PRI -8

3 . , - . LTS
" har . : . . . ) IR . P
Bomiyay . . . . . - 4.3 , B
[redazabad . . . . . 3 [ Ty

Madhiva Bharat . . . . . Lo F BRI+ L2
Maedhya Pradesh . . . . FE-RE fo-7 ST IR Ireg
Madras . . . . . . 434,03 480 1D 528y b)) 1204
Mysore . . . . . . Sr,t £ ‘ SRl 506
QOrissa . . . . . . 65,95 g2 72,38 99
Peosu . . . . , . 39,03 Zo- 5 35,348 0.0
Punjab . . . . . . 1,02,30 16-2 93,09 149
Rajasthan . . . . . . 98,04 123 92,42 rz+r
Saurashtra . . ° . . 53,93 263 56,45 275
Travancore-Cochin . . . . 87,56 188 74,46 160
Uttar Pradesh . . . . . 3,36,21 1o-% 3,09,21 9-8
West Bengal . . A . 205,62 166 2,28,33 18- 4
Tammu and Kashmir . . . 25,28 Ir5 24,46 Ir-r

Aimer . . . . . . 8,29 237 8,80 251
Bhopual . . . . . . 11,53 283 12,16 o4
Cooig . - : . . . 4,83 483 4,94 494
Vindhva Pradesh . . . 19,12 106 19,19 10-7

Falteh ‘ ’ . , " o 0 1,96 65 5,49 1832

Toral - . . 23,53,34 134 23:47,06 13-4

{a) Figures are for 24 years from st October 1953

{5 Figures for 19875z and 1952-53 are for composite State, for 1093-54 arc for the
lust six months and for 1954-55 and 1935-56 are for the Stete aiter . —uvuration of Andbra.

WNOTE.«— Per captia revenue and expepdinre are anpual uvercges tor the pericd,
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5(a). Composition of Revenue of

Percentages to the Total Revenue of respective States are given
Sales
Agricul- Land State Stamps Registra- Taxes
ural  Revenue Excise tion {(includ-
Income ing
Tax sales taxes
' on motor
SPIrit)
Andhra . . .
Assam - . 9I 181 121 29 5 99
81 16°0 107 2.6 0°4 §-8
Bihar . . 56 145 519 224 63 422
z2-0 5er r8-4 79 22 14°9
Bombay . . e 614 92 414 31 1259
. i0-2 I3 68 o5 26.8
Hyderabad 10 482 946 51 g 106
03 161 317 7 03 35
Madhya Bharat . 253 185 £1 2 92
. 2244 164 36 02 8.1
Madhya Pradesh . .. 439 256 107 24 265
. I9+3 II-2 47 I 116
Madras v e 657 41 454 110 1689
Ir-z o7 77 19 287
Mysore as 131 207 46 10 160 :
v 93 I4-7 33 o7 II1-3
Qrissa . I3 103 200 69 12 126
’ I-r 86 167 58 I'0 I0-6
Pepsu [%e} 235 19 4 50
. 148 386 o3I o-6 8.2
Punjab . 198 278 59 9 192
’ . 1I-3 15-8 - 34 o5 109
. Rajasthan . 315 299 . 47 4 H
. 2043 19°3 30 63
Savrashtra . . 152 17 23 9 23
20.2 22 31 i-2 3-I
Travancore-Cohin 99 71 240 89 30 244
55 40 134 50 -7 13-6
Uttar Pradesh 100 758 632 234 27 T 528
I+9 rg7 | 12°3 45 o5 1o0-3
West Bengal . 64 210 672 293 45 672
17 55 17+5 77 I-2 175
Jammu and Kashmir .. 62 22 6 .. 5
. . 135 4-8 I3 Ir
Ajmer . .s ) ~3 32 5 .e .
‘ s 59 627 9.8
Bhopal . . 44 18 2 ..
478 196 2-2 .
Coorg . 3 4 11 2 1
49 . 66 180 23 I-6
¥Vindhya Pradesh . .. . 83 31 6 .. 9
.s 33-r 12-3 24 ]
Kutch . . 31 4 2 .
63-3 g1 41 .
TOTAL 436 %026 5058 2222 353 5L
F ¥4 12-2 1z2°2 5-4 I-0 I4-4




5{aj. Compesition a2f Revenue of
Percentages 1o the Total Sevenue of respective Glales are given

_ — S —— Sales
Agricul- Land Stare Stamps  Reglstor Taxes
tural  Reverme  Excise ton finclud-
Inconte ing
Tax sales taxes
' on moter
spirit)
Andhra .
Assam R . [} 187 2y 26 5 99
81 1600 Tovy 2-6 G4 &8
Bihat N {4 145 §15 224 6% 422
26 5ok ré-4 7'9 272 49
Bombay . - 614 02 414 31 125G
62 g 6-8 a5 20.8
Hyderabad o 482 946 53 8 106
03 X661 317 17 o3 35
Madhya Bharay . . 253 185 41 z G2
. 22+ 4 54 36 02 L 2F
Madhya Pradesh . . 439 256 107 24 2635
19-3 iz 47 ir Ii-6
Madras 657 41 454 116 1689
If-z 07 77 ig 287
Mysore . P31 207 46 10 160 '
93 147 33 o7 113
WOrissa - 3 103 200 69 12 126
Ier 8-6 67 58 Faly 1046
Pepsu g0 235 19 4 50
.s 14-8 3846 31 o6 8-z
Punjak 158 278 55 9 19z
11+3 58 34 o-8 f0-9
Rajasthan 315 299 47 4
203 193 30 03
Baurasiitra . .. 152 17 23 9 23
. 20.2 22 3I -2 37
Travancore-Cohin 9G 71 240 89 30 244
55 40 134 50 Iz 13-6
Uttar Pradesh 00 758 632 234 27 5ok
ig r4-7 0 123 45 G5 Io-3
West Bengal . 64 210 672 293 45 672
-7 55 175 7z 12 1775
Jaruru and Kashmir 62 22 6 . ]
N £ 2 48 I-3 I-r
Ajmer . . . e -3 32 5
. 59 627 9.8
‘Bhopal . . 44 - 18 2
“a 478 796 z-2
Coorg . . 3 4 1T L2 1
49 . 6-6 180 23 16
Vindhya Pradesh . . 83 3I 6 16
- 3371 I2:3 24 jaEd
Katch B . 31 4 2
633 8r 42 .-
Torar 4-36 5026 5058 222 2t 2 o
ir 12:2 iz-2
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£, 2TENi. Gapciepo T L jeRT
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y L
vees fnoikhisy
RIS p{ept pens Ler Cupita
e ' N S prrdiihre
. Anchra . . . . . . oiaian [V AETR RN 128
Assam} e . . . . . RETY T4 S0.54 8o
*{har . . . . . . LTS d-2 1,34.45 22
Bombay . . . . . a5l FEERY 343239 s
Hyderabad . . . . . W3 116 1.:5.94 FERR
Madhya Bharat . . . . . GoLYS -2 65.16 7.2
Madhya Pradesh . . . . 1,24, 02 Ir-s 1,15,26 ir-3
" Madras . e . . - e 234,10 Yy I1r-§ 2.52,69 (b) 12-4
Mysore . . . . . 81,11 1;'-r. Bl et I5+6
Orissa . . . . ' . 66,95 32 72,38 99
Pepsu . . . . '. . 35,95 205 35,38 20.0
Punjab . . . . . . 1,02,30 62 93,69 149
Rajasthan . . - . . . 98,04 1z-8 92,42 121
Saurashtra . . . . . 53,83 26-3 56,45 275
“T'ravancore~Cochin . . . . 87,56 18-8 74,46 160
Uttar Pradesh . . . . . 3:36,21 10-6 3,09,2 [ 321
West Bengal . . . . 20562 166  2,28,33 13-4
Jammu and Kashmir . . . . 25,28 11-5 24,46 1r-I
Ajmer’ . . . . . . 8,29 237 8,80 25°r
Bhopal . . . . . . 11,53 28-8 12,16 204
Coorg . . . . . . 4,83 48-3 4,94 494
Vindhya Pradesh . . . . 19,12 10°6 19,19 107
Kutch o o . . R e o 196 65 5,49 I8+3
ToTraL . . . 33,5334 13-4 23,4706 13-4

7 (.a) Figures are for 2} years from 1st Qctober 1953.

(b) Figures for 1951-52 and I1952-53 are for composite State, for 1953-34 aIe for the
last six months and for 1954-55 and 1955-56 are for the State after woparation of Ardhra.

NoTE.—Per capita revenue and expenditure are annual averages tor the pericd.
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agoh head In faids,

Sates
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" her

N

” "!Ehf‘r i Tetal Share . Statutury (.:ram:'. er
Taxes Tax  of locome of {pon Grats  under Ttms  Kevtiue
and Revenue Tax Excise from  Arficle i
Tigties Tiwties the 282 Revenue
Linion
34 575 187 39 g 234 112G
i4 £1°0 r32-9 5723 201 207
56 1495 554 54 177 456 2830
74 529 23X 19 4-0 F{ ]
94% 335% LO9G 143 % 1385 5053
7 555 18- 24 I it
GI74; 2020 1z0 96 . 751 2987
HERE 57'6 40 32 252
T41ia) 714 6 4 15 391 130
12-5 632-2 oy 94 i3 246
&G 1180 114 . 67 7 702 2280
. 39 5K 138 2+9 a7 308
62 35% g1§ 3 104 1278 LRI
1c-6 60-8 156 oI -8 257
81 635 343 33 378 I41%
7 450 2474 18 26 8
v 540 57 74 59 365 1196
14 452 132 6-3 49 5
31 429 153 15 146 609
s5'r 794 2:5 A 240
74 210 188 26, 432 1756
402 46°1 164 I3 360
445(4) 1534 13 5 423 1557
287 71 08 03 274
671ay 291 300 5 156 752
%9 _ 387 399 a7 26 7
7 870 363 558 1791
54 486 203 3i-7
454 2733 942 9z 1384 s152
&-8 3530 183 -8 26-9
474 2330 766 156 31 606 3829
'R f0°9 184 47 o8 I5-8
1°7408) 269 . 1 190 460
37-8 58-5 02 473
% 41 IQ 51
20 30-4 L 196
3 6F 24 G2
i1 7379 267
% 26 2 33 63
ge2 PEE . i3 542
& 145 LG6 25¥
4 574 . . g2 2
3 39 10 49
41 /9 6 204
' 4165 ;q 257 356 ’ 1775 280 10218 41492
Ferso K& 3 1z-8 A3 g 247
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d(b). Composition of revenue

Percentages to Total Revenue of

Sales
Taxes
Agricul- Land State Stamps  Registra- (including
tural Revenie Excise tion sales taxes
Income on motor
. Tar spirit)
Andhra . . . .. 2 . .
Assam] . 108 204 120 30 5 104
7'6 14°3 L. AF S 21 03 73
Bihar . . 46 239 471 237 60 413
15 79 I5-6 78 20 137
Bombay . . 600 95 387 29 1187
ve 10+0 6 6-3 05 I9-8
Flyderabad . . 3 435 856 55 g 189
- (o1 gt 16+3 32:0 2+7 03 7.0
Madhya Bharat . . 324 147 39 I 101
. . 2749 12°6 34 0-r 87
Madhya Pradesh . ., 516 254 07 23 254
. 27-8 107 45 I'0 I10-7
Madras . v e e 600 47 4852 101 1493
o 4 0-8 78 Iz 257
Mysore B . .. 129 180 44 10 138
g6 I2:0 29 o6 92
Orissa . . 6 114 181 76 12 128
‘ o5 g0 143 60 I'0 Io-r
Pepsu . . .. 101 196 19 4 50
I6-¢ 3r-8 3r 0-6 8-r
Panjab . . 191 229 62 9 193
. .. 10°6 iz 7 34 65 10°7
Rajasthan .. 408 236 51 F
e 225 I3 0 2-8 02 .
Saurashtra . ‘s .. 200 9 21 7 23
29-5 0-9 z2'r 07 2.3
“Travancore-Cochin 96 72 243 83 27 224
, 58 43 146 50 16 13-5
Urttar Pradesh 71 1161 597 248 27 489
1-2 20-1 I0-3 4.3 G5 84
West Bengal . 61 208 576 285 45 629
I-6 iy I5-5 77 I-2 159
Jammu and Kashmir ., 74 23 7 3
. I4°9 46 14 06
Ajmer . . o 4 26 4 ..
. 9 I2-r I-g
Bhopal . . W 43 15 2 e
. 211 74 I0
Loorg . . T4 4 11 3 T
T I8 ) Iz2-7 34 Ir
Vindhya Pradesh 78 28 [i] 16 )
.. 34 Iz2-3 26 7I
Rutch . - 1z 4 1 ..
4¢-8 3-8 3-8 25 -
Toz 403 550+ 4544 2222 371 5635
: oy 13-5% 10-6 52 a9 13°2



of States 1 1ioa92

respective ates 21e SIVER againat each 2t =¥

e T e [
Other Toud Share of Share of Sratutery
Taxes Tax [ncome Uniocn Granis

. 311‘_1 Revenle Tax Bxcise from the
Draties Duries Ualon wr .t

'_____.———-'““"",p,n_:_—..-w..n,—n s

g0 0 139 40 244 54 15
14 4374 g7 32 7r B g
73 1539 399 204 92 03 o490 Jeos
24 50" % 19-8 - 68 39 Ea 57
Q20 sa 18 1GOTF 182 ] 127 1377 sy7a
154 538 17°9 3T oI A 2370
g12(a} 185% 2477 95 6 23 442 2574
77 695 92 36 03 1-0 163
123(a) 738 96 40 8 17 265 1162
1o-b 633 8-2 -4 a7 13 229
91 1345 319 108 17 20 651 2366
39 526 35 46 a7 I 273
635 3328 G4 289 9 63 1169 5802
110 7°4 16°2 50 v-2 i1 201
84 585 385 4 530 1504
v 56 389 256 03 35°2
. 16 53% 08 T4 JIZ 50 275 1262
I3 427 165 59 89 47 218
30 400 AF 8 168 617
48 648 67 . . -3 272
59 783 2c6 b4 127 10 614 1304
55 434 114 3¢ 70 a6 340
405(a) S 102 162 77 8 13 420 1314
223 fo-7 1o-6 42 6°3 o . 232
560a) 406 . . 315 29 233 083
57 413 . e 3z-0 70 237
go 215 . L 350 7 471 1663
54 502 . . 21 r 04 283
454 1047 956 e .- 123 1345 5791
7-8 528 16-3 55 e 2-2 23.2
411 2212 6586 126 230 A9 414 3717
FRap 5905 185 314 6 2 -3 rr-?¥
%45 291 - . ‘e . 206 497
3770 583 . .. o S 415
1 35 - L e 166 13 zI14
05 164 o e e 775 6-1
4 4 107 34 203
24 71 % 517 168
- 4 33 42 &7
v 8 4377 g0 483
7 135 .- . . 2 9o szt
31 595 .- . - 09 396
2 24 . . .. . 3 "G
69 §z & . AN s . 72
“,,“,ﬂnrm"_,,.“w“w_,_,m_jw“,ﬂ_,,_m__,_,ﬂ__ﬂ, B
4051 23033 5698 1823 1503 993 9588 428453
25 53-8 133 38 44 23 224
- _,_,_,ﬂ,rﬂ__ﬂ__,fm”_“_u)

- S IRl e o e

T paa pacaints OT account of customs and income iax-
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5(e). Composition of revenue
Percentages to Total Revenye of

—___b____——___%&_‘_'““———___q——\

_\\—-—————_______.
Andhra . -, 229 2

i Sales
Agricul- Land, State Stamps Registra- Taxes
turai Revenue Excise - tion (including
Income sales taxes
Tax on motor

Spirit)
98 13 162

20-4 0z &7 Iz- g5
Assam 93 I91 125 31 5 104
65 133 &7 22 o3 73
Bihar 41 331 449 240 59 386
I-2 Iog I3-5 7-2 I8 Ir-6.
Bombay 638 97 402 32 1666
. g9 i4 56 o4 23-3
Hyderabad 3 505 786 55 g 228
o-r Ig-8 307 2-2 o3 8.9
Madhys Bharat 378 170 41 2 119
26-4 Ir+g 2:9 0.2 83
Madhya Pradesh 522 229 107 24 258
2rI-4 94 44 I-0 10-6
Madras 299 12 150 . 28 481
r3-2 o-5 6-6 I-2 2I-r
Mysore 116 166 55 12 155
75 oz 35 . 88 fo-0
Orissa 5 148 167 77 13 12
O 4 Iz r 136 63 1.0 ro-g
Pepsu 118 203 20 4 57
.e I6-9 291 2-8 0-6 &2
Punjah . .. 21¢ 244 65 10 239
.. T4 r2.r 32 05 Ir-8
Rajasthan . 378 251 55 3 .
. 207 13-4 2.9 0-2 .
Saurasthrg 329 g 24 9 85
309 08 2+3 c-8 &0
Travancorc-Cochin 85 71 227 81 27 236
52 42 13-4 48 16 140
Uttar Pradesh 54 2017 578 273 29 538
o 279 &0 . 3-8 G4 7° ¢
West Benga) 72 217 5I5 272 46 651
1—.9 5,7 13-6 7.2 I~z I7o2
Jammu ang Kashmir 50 13 7 5
I2.r 27 I-4 . Io
Ajmer . 5 30 4 . .
. ELV 85 2-5 . ..
Bhopal 47 17 3 . -
20-9 76 Iz .o
Coorg 21 4 I2 3 .. I
202 38 Ir-s 2+9 . I-0
Vindhya Pradesh I 88 28 8 .- 17
G2 Ig-r1 61 I-8 . 3°7
Kutch . 21 3 I ..
. 52-5 I0-0 75 2.5 .
—_— 7
ToraL 377 6921 4333 2074 325 5517
6 1z2-4

08 1-5. 9.8 4.? 0.7
\w—.—,______,_‘,_, ———



41 abules Ui LFoded
respective States are given against each head in itulics,

T %W T

(Rupees in lakhs)

Other  Total . Shareof Sharcol Matutory  Grants - Other Tot]
Taws  Tex  Income Usion Grants under  liems Reverue
and Revenue Tax Excise from the Article of
Puaiies Tiuiies Union 28z Revenue
97 601 176 46 8 36 255 112z
46 5306 157 g1 07 32 227
56 605 140 43 290 39 317 1434
i 422 98 30 20-2 27 22T
82 158§ 6o3 193 138 167 b 1325
2-5 478 181 48 42 50 5 ¢
953 3788 1076 172 13 232 1874 FLSY
13°2 5200 150 2q 02 33 262
133(a) 1718 250 9o 23 16 50 2556
5z 672 98 15 o9 o6 . 180
159(a) 869 97 38 16 35 375 1430
1 608 68 27 I 24 262
03 1233 321 105 45 62 673 2434
38 506 I3+ 2 43 I8 2:5 276
221 11971 307 81 1 15 662 227%
97 523 135 36 R 291
106 613 7 2 189 18 526 1553
7o 35 o5 oI 249 I 339
18 557 209 72 128 22 239 1227
3 4574 170 59 104 18 I
3t 433 42 34 5 21 163 698
d4 62-0 60 49 o7 30 23'¢
131 899 208 61 144 48 660 2020
65 445 io-3 30 ;I 24 327
431{a) 1118 194 73 24 [ilo] 408 1877
230 596 103 39 -2 32 21°7
52(a) 507 ae 316 40 201 3064
49 477 297 27 159
94 823 . . 325 10 529 1687
546 48-8 “ N 1g-3 . 06 313
785 4274 964 303 214 1485 7240
1o-8 590 133 42 3°C 205
410 2183 692 Y19 240 88 458 3780
1049 5747 18°3 302 6-4 2-3 Iz-r
186(h 270 - : . 219 489
380 552 44°8
X 40 ae 115 7 162
a6 247 . . . 710 43
4 71 ‘e . 9% 56 225
18 316 435 . 249
[ 47 & 51 104
58 45-2 58 490
b 149 221 50 46u
15 324 480 196
2 31 9 40
50 775 22°5
4061 23608 5286 1432 2103 1583 10352 44364
92 £3-2 159 32 4-8 <6 233

fEY Tarhidee receinte nn arcrmnt of enetamea and income fax,




_ /6 2 5(d). Composition of revenue
Percentages to Total Revenue of

Sales Taxes

Agricul- Land State Stamps Registta- (including
4 tural Revenue Excise tion sales taxes
Income on motcr
Tax * spirit)
Andhra . . .. 470 7 154 33 329
.. 239 04 7-8 17 I6-8
Assam . f 87 185 167 30 3 120
54 Ir-4 10-3 18 a2 74
Bihar . . 25 361 459 227 52 385
o7 Io-r 72-8 63 I-4 o8
Bombay . .. 710 88 450 32 2261
.o 92 Iz 58 04 293
Hyderabad . . 2 546 726 30 6 285
oI 203 265 -8 -2 Io-g
Madhya Bharat . e 402 158 3r 2 130
. 271 I0°6 I o-I 8-7
Madhya Pradesh . . 483 706 107 22 313
. I8-9.- 8-1 42 09 12¢3
Madras . v e 425 27 263 Go 1011
\ . 9:9 o6 62 I'4 236
Mysore . e e 154 169 63 11 177
.. 93 ro-2 4-7 o7 1o~y
Orissa . .03 126 157 76 13 151
0-2 90 Ir-2 §e 09 10-8
Pepsu . . ‘.. EQQ 237 22 4 63
.- I¢'3 31z 29 0 85
Punjab . - .- 218 267 70 10 275
‘e 9-8 I2-0 3r o35 r2-3
Rajasthan . . 4 414 281 55 4 9
0.2 18-6 126 3 o2 6'¢
Saurashtra . .. 304 8 23 9 103
.o 2435 06 I'g 07 8-5
Travances:z-Cochin - 149 75 218 76 23 238
. g5 43 Iz+3 13 13 156
Uttar Pradesh . 62 1969 559 284 31 566
09 26%5 75 3-8 04 80
West Bengal . I26 120 504 293 51 758
: 30 28 b ] 69 I-2 17+0
Tammu and Kashmir ‘e 50 © 16 8 oL 7
. 27 3I I3 .- ¥ g
Ajmer o . .o 4 29 4 ‘-
.e 2<% I8-% 23 .e
Bhopal . . 1 52 17 3 .e ..
. 04 I9-°3 62 Ier . os
Coorg . . 138 5 12 2 .. 1
. 6-8 q-7 Ir-z 19 .. 09
5 Vindhya Pradesh 2 9T 30 8 ‘e 18
o5 2r-6 7er I-9 . 443
Kutch . . .. 19 3 3 T .
.. 52-8 139 8-3 2-8
Total 479 7302 4347 2307 369 7234
09 I4-s 86 46 07 . I4*-

{2} Includes receipts on account of internal customs.



of States in 1934-55
respective States are given against each head in italics.

(Rupees in lakhs)
Other Total Shareof Sharecf Statutory  Grants Other  Total
Taxes Tax Income {Jnion Grants under frems  Revenue
and Revenue Tax Excise from the  Article of
Thaties Dhuties inion 282 Revenue
211 1204 326 - 96 12 64 262 1964
107 613 168 4-9 o6 33 33
114 708 133 42 3354 44 342 1623
70 436 8-z 26 2x -8 2-7 2Ix
02 1601 579 187 161 537 515 3580
- 26 44°7 16-2 §r2 45 150 I1-4
983 4524 1039 168 28 147 1819 S
127 586 i1q 22 c 4 19 235
96.a) 1721 267 87 28 59 579 2741
33 62-8 9-7 32 10 22 2I-r
132(a) 855 104 37 25 122 343 1486
8-9 37°5 70 2'5 £7 &2 231
98 1229 312 99 61 128 722 2551
38 48-2 122 39 24 5e 283
472 2258 567 167 2 159 1133 4286
119 527 132 -9 37 26° 5%
11§ 694 12 4 386 34 524 1654
70 420 07 0.2 233 21 317
23 54% 208 68 145 136 293 1399
-7 392 149 ¢9 04 97 EAh
33 47¢ 45 16 & 46 180 763
43 61-6 59 ooz o8 60 236
147 987 193 59 4% 158 685 2230
6:6 44°3 &7 26 56 7 307
426(a)  ¥193 208 71 42 271 435 222¢
19-2 537 94 32 19 12°2 196
53{a) 502 * . 316 193 228 1239
43 q40°5 25-% I5-6 18- ¢
101 880 326 20 525 . 1751
58 503 18-6 I 30-0
6548 4147 938 2935 356 1668 7434
&7 55-8 126 40 48 228
432 2284 668 116 242 248 677 4235
fo-z 539 r5-8 27 57 58 78-0
18(8) 99 . - 242 174 515
35 19-2 4770 338 _
3 40 110 7 157
-9 25-5 7o-r 44
5 78 145 47 270
I8 289 537 174
7 45 1 ' 7
6:6 | g4z-r ia-n 439
8 157 . iss 129 421
1 37°3 3201 36
2 3o £ 36
55 82-2 167
4217 26255 5596 1512 2282 2372 11370 50387
: 8- §2-r ¥I-r 30 45 67 22

) Includes receipts on account of custnms and income tax.



oy
5(e). Compesition of rovrue

Percentages to Total Revenue [ . specuv

Agricul- Land State Stamps Pogisoa-
tural Revenue Excise tinn
Income o
Tax on mnier
spivic)
Andhra 498 10 200 37 270
214 04 86 I8 Iy i
Assam 176 205 198 32 5 153
&-0 93 9-0 I-3 o-2 o
Bihar 13 529 458 210 50 3h2
04 140 rz-r 5-6 I3 10+ ¢
Bombay 781 76 444 33 2317
93 o-9 573 o4 287
.~ Hyderabad 5 514 724 52 3 . 325
0-z I9-2 271 19 o3 121
Madhya Bharat . 426 162 34 4 150
254 97 20 0-2 6
Madhya Pradesh 453 208 103 - 20 318
160 7°4 36 07 Iy
Madras 142 432 29 360 rls} 1124
2-7 84 06 70 I3 217
Mysore I 180 181 68 12 201
o-r 90 9.1 14 06 1o-r
QOrissa . . 2 124 143 47 iz 146
o-r 77 89 2+ 07 g-r
Pepsu 92 241 25 4 66
Io-r 26-5 28 04 73
Punjab 182 266 81 14 285
. 75 iz-o0 i3 o6 &
Rajasthan 4 501 268 60 6 146
0-2 214 Ir-4 26 0-3 G-z
Saurashtra . 291 6 24 10 133
21+6 o5 1§ o7 9-¢
Travancore-Cochin 168 70 196 81 25 236 '
9-0 3-8 10-5 43 I3 1z°7
Uttar Pradesh 70 1961 582 290 30 620
o-9 24-5 73 36 o4 77
West Bengal . E54 190 04 304 sI c04
‘ 3r 7-8 O r 6 I0 i8-0
Jammu and Kashmir .. 55 20 10 . 8
- 97 35 r-8 g
Ajmer 4 32 4 2
e I8 137 -6 o8
Bhopal 1 54 14 3
: o3 149 50 o8
" Coorg 26 6 11 3 os 1
2r-0 48 8-9 244 08
Vindhya Pradesh . 2 g 33 8 . 23
o o4 206 6.0 14 4z
Kutch 10 4 3 I 13
. 238 95 7-I 2:4 3I-c
Total 764 7872 4395 2446 392 8023
I-4 3 7+8 4°3 o-7 14z




of States in 195556
States are given

against each head in italics,

{Rupees in _iakbs'}

Greaie Oiher Total

N I3 i ), .
Other foral  Share of Share of Siatutory
‘Taxes Tax Tncome Union Crants tindear [rerns Revenie
ard teeveni Taxr Exocise from the Acticl: of
Puties Thuides TIpico 282 Receoue
T .2._5_0_ o X ,5}35 T 3_2 J ""'"""';0;:" T 13 ' .E:; qrcﬂi_i T 25x 3
10y 586 138 d0F 0-6 {5 i76
z251 T020 132 46 382 90 434 2204
114 46-3 6o 2.1 175 5 6 197
111 1753 571 203 189 ArE £48 3774
ER 46 % FESN 54 50 10K 17-2
T004 4R45 1024 184 28 361 197 2412
130 57" 1202 2-2 3 43 23°4
sg - 1687 263 95 . 36 (6 475 2656
2.2 - 63°0 [RF:1 36 -3 475 r7-&
32 209 103 41 24 118 sE2 1677
1-9 482 62 - 2°5 14 /e 347
116 1218 207 104 76 279 337 2826
41 43°1 109 38 207 g8 296
543 2700 560 183 2 423 1302 J170
o35 §2+2 10-8 36 &2 252
163 206 12 4 386 g 722 1986
8.2 40°5 06 0-z 164 300 363
53 527 217 78 166 324 301 1611
3'3 32-7 i3°5 46 10°3 ¥n-2 87
39 467 44 18 17 112 250 go8
43 514 49 20 19 f2°3 275
173 1025 180 65 154 253 *733 2420
7-2 42-4 - 78 2-7 63 LU 30°3
55 1040 205 78 .39 136 - Ba4 2342
2-3 444 88 33 7 5e8 36-0
31 495 318 246 286 1345
2-3 368 2346 183 213
106 85z 327 95 560 1864
57 47°3 176 5 300
<23 2176 gz22 323 578 2e09 felel
78 sz-2 Ir-s 40 7E 250r
505 2812 655 127 246 466 €g2 [{oe}
I0-1 562 13-2 - 2-6 4'9 93 138
—4 38 267 211 567
e 157 47°1 372
- 47 186 12 245
27 19z 759 49
& g2 . 245 36 363
6 226 675 99
o <6 13 55 124
73 452 105 443
£ 188 240 125 553
T4 330 . 4371 2276
z 23 ) 9 42
&S 214
B RE) o¥1nn 3529 1628 2403 232 13502 56446
T 458 o8 29 £'3 93 23-9




el B

7. Per capita receipts of States under certain heads-—

Total Tax Revenue () _ Land Revenue

1951~ 52-53 53-54 54-55 55-36 1I95I- 5233 53-54 54-55 55-56
52 32

.2‘ 2-3 24

Andhra . - .. 58 s'9 67 .. .. 2
Assam « 6°4 6°9 677 7% II'3 z-0 2-3 2L 21 2-3
Bihar . - 37 38 40 40 44 04 06 08 09 1°3
Bombay . - 93 89 105 126135 I7 17 I8 20 22
Hyderabad . . xo-B_ 9-9 9°2 92 90 26 23 27 30 27
Madhya Bharat - 89 92 109 I10°7 [O'I 32 4.I 47 50 53
Madhya Pradesh . 55 58 58 58 57 21 24 25 23 2°1
Madras . . 63 58 66 63 76 I2 11 I6 12 Iz
Mysore . . 70 64 62 70 81 \1°4 I'4 12 16 18
Orissa -+ 37) 37 38 38 36 o7 o8 10 09 08
Pepsu . . I2°3 1r-4 12°4 I3°4 133 26 29 34 3I 2-6
Punjab . 64 6°2 71 7=8' 81 6 15 17 I7 1-4
Rajasthary . - 73 72 73 78 .68 21 27 25 27 .33
Saurasht‘.ra . - 71 99 124 I12°3 121 37 71 B0 74 I
‘Travancore-Cochin 94 9o 88 95 95 o8 o8 o8 o8 o8
Uttar Pradesh. ‘. 43 4'-8- 68 66 66 2 18 32 31 31
West Bengal . . 94 89 88 g2 II'3 08 o8 09 05 16
Jammu and Kashmir 61 66 61 2-3 20 14 1=7' I3 I‘'I  1-3
Ajmer . . 59 50 357 57 67 04 06 07 06 06
Bhopal . . 85 8¢ 89 98 103 55 54 59 65 6-8
Coorg . . T3'Q 130 235 22+5 280 22 20 20 2§ 30
Vindhya Pradesh . 40 2-8 4-1 44 52 2:3 22 2°4 '2-5 32
Kutch . 6% 40 %2 50 §°5 §2 22 3§ 32 -7
Total 65 65 71 74 TF9 I:4 16 2I 20 22

{a) Excluding Income tax and
NOTE.—Per capita figures for 1953-54 in respect of Andhrg and Madras kave



Total Tax Reverue (a) Tand Revenue

1]
3%- 52-33 ¢3-54 54-55 55-56

A

(951~ §2-§3 53-S4 §4-55 55-56 19
52

Andhra 3 59 67 . ‘- 22 23 24
Assam . 6-4 6°¢ 67 7g 11+3 G 2y T 2D 23
Bilmr “ . 37 38 40 40 44 04 o6 08 09 I3
Bombay ‘ . g3 8¢ J0°5 1226135 Ty 17 18 =20 22
Hyderabad . 08 o939 g-z g2 g0 26 23 27 30 27
Madhya Bharat 89 92 I0¢ 1O'7 IO 3z 4.0 47 50 53
Madhva Pradesh 55 58 58 %8 57 =2r x4 25 23 271
Madras 63 58 66 63 76 ¥ 11 1'6 12 1-2
Mysore 70 64 62 70 8x 14 14 JF-z 16 I8
Ohrissa 374 37 3-8 3-8 36 o7 © -0 ©g 08
Pepsa . . I2*3 1¥-4 fz-4 13-4 r3°3 2C 29 34 -1 26
Punjats . . 64 62 71 7R B-x 16 1% [ Sy SR A K
Rajasthan 3 27 7-% 68 2y 27 25 27T 33
Saurashfru .x 9 I2 12°3 1z2-1 1y 711 Bo 74 71

o% o8 28 o8 o8

T'ravancoreg-Caochin

oo
o .
g}

Uirrar Pradesh.

o]
foe]
® % w oL ouw

B
o
o
o
P el
o
3
o
wn
i
=23

West Bengal . g 8 I1-3

S
P ow

" 61X

[ e - T
e

L T Y
Y

Temmu and Kashmir

Ajmer 59 S50 57

Bhopal 85 80 &9 9% I3 55 34 vy A5 68

Lourg . . I1%r0 IgT0 23%+§ 228 280 2x 200 xr %§ 50

Vipdhya Pradesh 4-0 3% AT 4ra 5030 23 zCR 0 x4 20§ 3tz

Karich . 6% 40 & 50 508 &2 e 1-% 32 A7
Itg 16 23 a0 272

1
=N
~}
N

Total 65 65 71

{a) Excluding Tncome tax and

NOTE.~Per capita figures for 1053-54 in respect of Andhra and Madras kavs



1851-52 to 1955-58. ¢

are given in italics.
{Rupees in takhs}

Duties | Tax Revenue inchuding locome Tax & Unton Fxcise Puties
1955"56“mﬁ IéSI-S? 192573 7 195354 T tosa-ss 955-56

HI;;S . . ws £21% 1626 1791
57 . o 50 79 87
1020 732 oy 7Bk B3 (rey
1003 B4 By 88 g4 13° 4
1753 2549 2342 2384 2167 2429
) A ca N £ 0 =}
4 53 524 5 jy 6]
4545 4458 4467 se36 5731 6053
i35 12 4, (24 1470 I5°¢ 1614
1657 2020 200 205% 2078 20045
00 708 FFRY rren FE RN oy
809 726G g7 (004 996 953
ro-x gon oy FERES Iz-¥ 11y
121F 1494 1672 1659 1640 1h34
57 7o 74 78 77 777
2706 4489 455 1579* 2992 1443
76 - 7°9 B 8K ¥4 ok
Bo6 635 D 62z e (o] 822
-r 7°0 6-4 £ 72 &2
27 697 8i¢ B g25 819
36 45 56 577 Ll § 6
467 444 443 506 531 529
r3e3 D #2434 12 6 g8 1§°2 51
1025 1095 1053 L16E 1239 (280
§-r &89 & G- 3 g8 ' ru-2
TO40 1123 371 1385 1472 1323
58 73 00 ¥4 g6 &-6
495 293 46 507 02 - 495
127 7 99 24 122 r2-1
382 870 83« 82x g8o 882
95 94 9 88 95 g5
4576 3675 4323 554 5377 5421
’ b6 g8 58 8.8 8.5 8-6
2812 3036 3024 2904 3068 3567
1r-3 r2°z rz-z ¥z2-1 124 145
89 269 291 270 99 89
20 61 6-6 61 23 20
47 45 35 40 40 47
67 B A 50 37 57 67
82 68 64 71 78 22
récy &5 &0 Yeg .58 -3
55 26 38 4 45 56
28-0 I3-¢ g 0 24 - 280
188 145 135 14 1§y 18
52 40 3-8 - < [
33 39 24 31 30 33
55 65 40 52 50 ¢ 5
28122 - 28519 438§ 30326 13363 15709 '

7% #.0 At 9z 92 2.9



Percentages of expenditure in each category to total

Total
Costof Trrigaion Debt  General Other of all
Tax Services  Adminis- Police Adminis- Adminis-
Cotlec- tration trative trative
ton Services  Services
Andhra .
Assam 98 16 6 97 102 3% 228
90 15 05 83 94 3z zz2'9
Bihar 176 227 -9 259 409 198 866
54 69 (— 7:5 124 £-0 2613
Bombay 420 172 69 436 936 301 1674
7o z°9 "2 7°3 156 50 279
Hyderabad 294 122 88 97 593 86 776
Ir-o 45 36 222 32 29-0
Madhya
Bharat 101 41 1 96 159 45 304
9-r 37 T &6 43 44 27.3
Madhya
Pradesk 247 4z 23 183 247 78 5058
37 23 i3 0.z 37 41 280
Madras 594 321 —I88 746 738 310 1794
‘ 9 5r (=) 19 118 49 286
Mysore 92 90 108 81 90 30 201
65 64 76 sz 64 21 142
Orissa 84 99 =2 122 137 43 502
&0 94 (—) 116 I3°0 4 I 287
Pepsu 49 47 77 27 151
o-5 10-r I6-% 5-8. 32.4
Punjab 147 114 —51 157 268 80 5058
- 10°0 77 (—) 106 18-2 54 342
Rajasthat 203 52 20 174 241 54 469
rz-9 33 I3 -z 154 34 29°9
Saurashtra 57 37 -6 ) 02 120 69 281
67 . 43 {(—) 108 140 80 32-8
Travancore- 125 62 —2 56 65 45 166
Cochin 9-& 49 (—) 44 51 3z rze0
Uttar 458 256.- —26 488 733 259 1455
Pradesh 94 5.2 (= 10-c 150 3 30-3
West (%9 91 18 247 576 207 1030
Bengal 5r 2-5 0-5 67 156 56 27-0
Jammu and 51 29 34 23 9 71
Kashrur o8& 6-1 7 2 59 19 150
Ajmer 9 : 6 21 6 13
6-x 40 41 4-0 z2-1
Bhopal 12 12 24 7 23
98 .. 9-8 19:7 57 3y-2
Coorg 14 4 3 3 1 7
203 5-8 4.3 43 Ix o r
Vindhya 37 22 36 9 67
Pradesh 161 oé 61 4-c 209
Kuich 9 6 g ic 2 D4
104 6-9 £ Foes ar€ 2r-€
Total 1466 i781 49 2454 568 10708 1007
By 44 i &6 g 44 or

-



CAMDL-02, L1Yod-oo. Lad-id, 1B0e-Rd and 19Dl

AN TR T
State Excise Srung sdes Tlaxg
xggi- 52-53 53-54 5455 $3-56 195T- SE3 D R ST 5D S Lle 3i-fi 53eny
. . - o Lo 13
13 1°3  I*4 9 2-2 @3 -3 91 03 02 -1 I-2 g2
3 I-2° 1Y X1 T 06 -8 ot o6 05 Tro ien [0
©°3 03 ©'3 02 02 12 Ii - T3 Z3ts 33 406
51 46 42 3% 39 03 93 03 323 36 10 [2
23 18 2I 20 20 05 G o4 0L oz 13 10§
1.2 -2 I‘I I0 10 05 05 05 05 03 12 -2 t-3
oI o1 o'1 o1 o083 o8 o088 07 I 30 26 26
23 20 17 I7 18 .0-5 0’5 06 07 07 18 15 16
.14 1z It I'I 10 ©'5 ©5 0§ 0§ 03 09 09 09
‘57 56 58 68 6:9 o5 05 06 06 07 14 i'4 1I6
22 18 19 =21 23 0F 05 05 06 06 15 15 1-9
20 I'5 6 18 18 03 03 04 04 04 .
04 ©0°2 02 02 0TI 06 05 06 06 06 06 06 2]
26 26 24 23 21 I0 09 09 08 09 26 24 25
1'0 0'9 09 09 09 04 04 04 04 o5 08 08 o9
27 23 21 20 2-0 12 I-I I'I I'2 I-2 27 2*5 26
0§ 05 0'3 04 ©0'S O'I G2 02 02 02 0671 6 o1
46 37 43 4. 46 -7 o6 06 06 06 ..
‘ 2*3 1-9 2°I 21 2°3 0'3 ©0°'3 04 04 04
55 55 60 60 55 10 1§ IS I'0 I'§ Q-5 o5 o5
o9y 08 o8 08 09 02 ©'2 02 02 02 o-rs 04  GC+§
g7 o7 07 08 07 03 07 ©5 0§ 05 .
s
1.4 13 12 -z 1z o6 06 06 06 07 17 716 1-7

Union excise duties.

‘been arrived at by doubling the figures of second half of the year,



RE 1
. s \ .
5 -
5L 1oz
-8 g i I 1875
Bl 5 350
7o : ’ 20 1908
32 B i slal 3
YR © 3 4 [} AL I
S (19 e Ta 182
i ¥ : S 505 57
gk} 7h T34 [ah] o2
rg g 9§ G6-d KRS 51 g2
35 130 303 12 244
163 47 g 28 oy 36
1% 458 2G77 302 763
i7-5 83 73 3 43 iz
110 123 <I3 43 23
20-7 78 87 366 30 T
68 31 74 50 174
119 63 77 261 48 166
3z az 1i4 14 68
12:9 69 47 245 30 146
&8s 00 373 33 139
12°7 58 6-8 253 2z G
144 60 434 61 83
14.6 9..‘-: 3.8 27‘6 3.9 5.6
64, 35 112 37 or
i3t2 78 41 24 & 43 167
116 44 108 17 152
L5 1 g 35 3z I i3 14°3
306 485 1534 79 Coanr
rs-2 [ (XY 374 6 65
430 259 1025 71 402
oI rrf L 276 I9 109
G 27 37 21 64
85 gm0 57 1&g 44 1305
7 9 62 .
39°9 47 §-a 416
10 154 353 1 24
vet§ 8 2 90 28y (/3] 197
7 10 24 . g
w I rtr X 145 347 ‘ 89
10 7 60 2 40 _
19-2 4°5 3 r 268 178
4 3 14 17
5-¢ 46 3°5 T6°1 19§
T aoko 2759 11929 1427 736
155 v 4 §+9 29 & 36 rore s

e Total
foms

a3 coc
82

1D 1282
16

g7 988
55

423 267%
I5+8

156 [z
14°0

218 17599
oI

6I1 6274
a7

150 1415
106

69 105C
66

70 466
1570

1% (475
46

244 1571
155

146 855
F RS

315 1273
248

k-1 4388
16-r

875 3701
236

159 474
19

45 149
302

7 125
57

7 69
Yo 2

1= 218
g4

17 37
rges

6152 40037
i




175 i
1 8(b). Composition of Expenditure

Percentages of expenditure in each category to total

Total of
st of Irrigation Debt General  Police Other All
ax Services  Adminis- Adminis- Adminis-
Collec- tration trative trative
tion Services  Services
Andhra e e . . . .
Asgsam 104 20 7 72 112 35 219
8.2 16 06 57 &9 2-8 17-4
Bihar 230 97 —1I3 221, 375 193 789
, &1 34 (= 78 133 6-8 2749
Bombay 538 223 42 469 piz 316 1697
8-z 4 - 06 7r 139 48 25-8
Hyderabad 310 59 110 96 398 81 575
13-2 2-5 47 41 170 3¢ 24-5
Madhya 110 41 5 97 157 49 303
Bharat 97 34 O'yg &0 130 4z 251
2Madhya 252 27 64 184 =~ 257 77 518
Pradesh I3-I I-¢ 33 96 133 39 26-8
.Madras 597 386 215 724 717 827 1768
89 5e8 (—) . ro-8 0.7 49 264
Mysore 93 84 109 75 06 34 215
66 60 78 54 76 2-4 I5°4
WOrissa 100 82 —3 120 140 | 45 ' 305
9-7 73 =) 10-7 124 40 271
Pepsu 63 - I .e 53 go 29 162
IIr-s 62 _ o8 148 53 29-9
Punjab 168 64 —40 164 277 8o 521 -
‘ 0.9 41 (G} . Y06 I7+9 51 336
' Rajasthan 215 81 7 159 275 55 489
I3-5 5 G4 oo I7-3 34 307
‘Saurashtra 136 30 1 84 132 - 70 286 ’
II-6 26 0-I 72 11-3 6-0 248
“Travancore- 131 . 8o -3 49 78 - 46 173
Cochin 8-4 51 =) 31 50 30 Ir-r
‘Uttar 498 266 —I 606 716 271 1593
Pradesh 8-6 46 {— Io-% 1z2+3 47 275
“West Ben- 183 126 26 252 5§71 189 1012
. gal 48 33 o7 65 I4-8 49 26+2
Jammy and 54 25 52 34 28 9 71
Kashmir II+4 53 Ir-o 71 50 F ot I4-9
Ajmer Q I 13 23 -6 42
42 04 6-2 1049 2-8 199
Bhopal I3 16 24 7 47
. 6-8 I0 84 Iz2-6 36 246
1Coorg 19 I s ' 1 9
. 244 I3 . 6-4 38 I-3 Ir+3
“indhya 37 1 . .. 28 37 11 76
Pradesh 137 o-4 I0-3 I3+6 41 280
Kutch 13 17 .e 5 16 4 25
I0-8 Ig-r ] 41 I3-2 33 206
Toral 388z 1714 148 3526 5434 1935 10895
9-r 440 [XF] . r2-y 4.6 25-5



expenditure of respective Slates are given in tolies.

{Rupees in lekhs)

Industries ‘
‘ Medical Other  Towtlof and Mis- Civil (hther
Edvoation and Social All cellaneous Works ftems Taral
Public S[oervieos Sacis) Depart-
Health Services ments
JR 78 By 246 25 312 225 1258
‘ 149 62 fey 505 z'0 248 779
431 221 &7 R1g 48 51C 1458 abes
153 7-8 60 29°T 17 18 r rzoz
312 423 365 2100 376 459 1144 6579
199 64 56 319 57 ;e 74
LEAEEE 96 673 79 135 407 2248
157 65 4 & 7 4 57 173
17y TI8 95 334 i1 145 208 1207
44 55 7y 378 0-g 1z 0 r7-3
319 92 150 561 13 241 201 1927
166 48 78 2g-2 oy 15 r 104
1196 386 391 2173 322 935 719 E68S
I7-9 87 6-0 72-6 Far) 140 107
307 115 123 465 18 187 [R ¢ 1364
2207 Rz 8 & 397 2.7 i34 §-4
3a¥ 79 8G 307 59 (64 102 1123
132 7ru 71 272 52 146 ¢ r
o 34 35 145 16 A2 92 547
14c 643 -5 26-8 30 17-8 1o
07 91 105 358 13 137 268 1549
13-0 [ 6-8 257 2-7 80 Iyl
259 139 59 457 49 8q 211 15673
163 & 37 28-7 37 53 1y
(B 55 33 falet; 27 122 360 1376
107 47 30 ry-8 23 104 507
o 101 45 137 20 67 436 =6y
86 65 z-9 28-0 I3 171 292
Ny 345 482 1A11 24 420 1335 <¥ChH
138 5y &3 277 4 72 230
301 413 262 107 114 430 {slo} 3882
1o 169 68 278 29 irez 237
13 20 25 AR 13 §0 122 473
90 47 53 185 27 rory 25
X3 9 7 67 1 5 RE z71
2402 43 32 FF -1 0o 24 do-8
2 Fa 26, 60 3 38 19 191
rIvs 110 Ize0 61 1-6 199 00
- & 1z 24 i) b 8
90 Y 154 2T 2003 102
X zo 19 .9z 1 42 22 277
19°5 74 70 339 o0-4 155 8 r
& 5 s 18 . 22 26 121
606 FEn: FAY 118 .. 132 2713
6313 3126 2665 12604 1332 4833 7364 42772

73 62 204 T i3 pren




176 - L
8(c)7. Composition of expenditure met

- Percentages of expenditure in each category to total

Costof Irrigation = Debt General  Pdlice Other Total of
Tax Services  Adminis- Adminis- all
Collection tration trative  Adminis-
Services trative
Services
Andhra 104 114 —48 154 107 36 297
"85 9°3 (— 126 87 20 243
Assam 11§ 16 7 73 140 36 249
84 12 o5 53 102 26 18-r
Bihar 326 104 —20 227 T 38y 191 799
I0-8 34 (-3 75 I2+7 62 26-4.
Bombay 610 331 70 458 89¢g 306 1663
9o 49 I-r 6-8 13-3 45 246
Hydcrabad 294 69 - 153 97 325 77 499
I2-2 2.9 6.4 40 135 32 207
Madhya 115 41 9 105 169 50 324
Bharat [:XF 32 07 83 - I3°3 4.0 256
Madhya 268 70 61 210 245 Tos34
Pradesh Ir-4 30 26 90 Io-s 33 22-8
Madras i98 117 —46 . 205 203 107 $15
&5 50 —) . &-8 8-y A 22-r
Mysore 97 88 34 84 II3 40 237
64 58 22 55 7°4 27 156
Orissa 165 64 —2 149 145 45 339
1200 50 {(— Ir-z 11-4 35 266
Pepsu 75 7 I 5z 88 29 169
Iz I-I o-r . 81 13-7 45 26-3
Punjab 202 57 7 140 294 - 87 521
Irr - 3 0-4 77 16-2 48 287
Rajasthan . 246 97 13 I7c 303 57 530
- 136 54 o7 94 - 16-8 3-r 29+ 3
Saurashtra 99 28 —g 80 o8 65 253
-8 34 - 95 12-9 78 30:z
Travangorc- 135 78 —_3 s6 81 48 I8¢
Cochin 94 53 (=) 39 57 33 LEM
Uttar Pra- 492 275 —32 611 705 272 1588
desh 7°8 44 = 9-7 Iz 3 252
West Ben- 203 10§ 41 256 584 195 1035
gal 46 24 o-9 58 1341 44 23+
Jammua and 55 25 27 33 40 10 83
Kashmir 113 52 56 68 8-2 21 I7°r
Ajmer 10 I 13 - 23 6 44
5-8 o7 s 4 &8 16-9 40 297
Bhopal 16 3 - 17 - 24 i 448
7-0 I3 . 75 Io-§ 1Y ¢ 2r-r
Coorg 18 2 s 4 I 10
182 20 . 5r 40 I-0 Io.r
Vindhya 51 6 . 36 45 12 93
Pradesh 14-0 16 99 Iz2+3 3°3 255
Kutch - TI 8 6 17 4 - 27
To-4 75 . 57 16-0 3-8 255
Total 3505 1706 260 3237 5045 1760 10042
9.2 ‘470 o6 77 . 119 4-2 23-8
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expenditure of respective States are given it italics

{Rupess ini inkhs)

Education Niedical  Ouber Total of  Industries  Ciot Other  Total
and Sovial ali and Mis-  Works fiems
Public Scrvices  Social cellaneous
flealh Seevices Yrepart-
ments
_ v
247 64 64 375 53 174 f s (224
202 5-2 5-2 306 4% g 2 125
213 90 94 397 18 323 251 1376
i5°% 65 68 28-8 73 2705 182
541 245 191 977 47 344 441 3018
180 8-r 64 325 16 Vi g 46
1284 448 523 2255 413 404 1807 6753
15-0 66 78 334 61 60 I14°9
462 185 93 740 65 142 444 2408
ty-2 77 39 Jo- 27 59 154
197 (14 109 41¥ 20 164 - 176 1267
155 9-0 8y 330 P AL TR & 25 i3-9
386 123 286 795 14 297 303 2342
165 52 1z-3 340 0-6 r2-7 r2°g
513 183 116 82z 150 23% 338 2326
225 79 50 354 65 Tosr g4
323 125 122 57G 40 227 224 132z
213 82 80 375 26 14°9 £50
174 90 75 339 61 181 129 1276
136 7°X 59 266 48 14-2 1ot
g8 46 36 170 2 114 gs 643
137 7°I 5-6 264 I-g 17:7 £4%
246 107 93 446 33 209 341 1816
136 59 51 246 i-8 Ir5 18§
290 154 68 512 . 47 136 227 1808
60 85 3-8 2837 2°6 75 12°6
132 48 38 218 25 106 117 837
58 57 45 26-0 370 12-7 r4-¢
304 104 43 451 23 230 340 1434
2r-2. 73 30 3I1°5 16 160 23y
844 381 5006 1811 g9 361 1706 63c0
13-4 57 §'6 287 16 527 270
" 464 469 421 1354 109 439 1156 4442
1o 4 106 ['2F 304 25 9°9 260
49 22 29 100 18 48 129 485
ro-r Faxs 60 20-6 3y 9 266
54 1L 7 72 9 12 148
365 74 47 48-6 . 61 &-r
34 34 20 88 4 42 27 228
49 Ig g §-8 386 1°8 18-4 8
6 g iz 36 I 20 12 [+1s3
62 8-r Iz 362 I+ 202 I2°r
67 28 24 119 61 32 365
183 77 6+6 32+6 o8 167 &8
9 6 4 19 . 21 20 106
85 56 3-8 I7:9 . 19+8 I8-9
6047 3063 307z 130%4 1257 4287 7662 42223
164 7°3 72 30-g E Io-2 182 i



& {U). LOMPOSIION O] erpenditure met

Percentages of expenditure in each category to total

Cost of [rrigation Debt Genecal Gther  Total of
Tax Services Adminis- Police Adminis- = - all
Collec- tration trative  Adminis-
tion Services trative
Services

Audﬁra 227 228 136 371 268 90 - 729
Q-2 -9z (—) I5-o I0°8 36 294

Assam 129 47 X0 84 148 35 267
6:7 2-5 0-5 44 77 1-8 I3°9

Bihar 388 164 14 273 396 191 860
9°5 4¢ o3 67 97 46 21°0

Bombay 668 229 143 506 92X 298 1725
102 35 2-2 77 I4-r 44 26-2

Hyderabad 322 83 149 100 309 80 489
Iz-s 32 58 39 Iz-1 3z 91

Madhya 7 S 48 17 108 171 52 331
Bharat <3 34 Iz 77 rz-2 37 236

Madhya 613 72 76 228 260 84 5§72
Pradesh 2i°3 25 26 79 g-0 2.9 I19-8

Madras 418 237 156 613 481 218 1312
g0 52 foas) I3°3 o4 47 28-4

Mysore 109 60 55 93 116 42 251
6:7 37 EAE S 57 7r 26 154

Onssa 83 46 — 2B 148 48 414
12-2 3+ =) 45 $9 32 276

Pepsu 97 7 1 53 87 28 168
Ir-3 0-& o-t 62 Io-1 33 196

Punjab 224 113 L] 138 305 83 | 526
ir-y 59 —) 7-2 ré-0 43 27-5

Rajasthan 274 66 19 187 298 a1 546
I3-6 33 a9 93 148 30 27-r

Saurasthra 145 54 68 105 77 250
120 44 0°4 56 8-7 6-4 207

Travancore- 133 72 -—I19 56 - 85 49 150
Cochine ro-z7 58 =) 45 68 40 15°3

Uttar Pra- 631 334 -—l2 545 739 276 1560

desh 95 5o — 82 Yrex 41 23°4°

West Ben- 301 136 79 276 596 195 1067
gal 62 28 17 57 ¥z 3 40 22-0

Jammu and 57 14 10 35 45 10 [Ta]
Kashmir I2'0 30 2 r 74 9-5 21 19°0

Ajmner 10 1 o 14 26 6 46
6-0 a6 8-3 158 36 275

Bhopal 28 2 20 24 6 50
JO<1 o-7 72 ! 86 2-2 &0

Coorg 18 2 .. 5 4 I 10
6-2 I-8 45 3-6 - 09 9:0

Vindhya 63 ’ % 38 14 96
Pradesh i34 17 &1 93 30 zo-4

Kutch 16 4 . é 20 5 31
13-6 34 s5r X7 42 263

Tota} 568 2027 196 4035 5366 1949 11580
104 4°r 04 8r Ir-2 39 232




from revenue of States-

1954-55

expenditire of respective States are given in italics

(Rupees in lakhs)

KEdacation Medical Other  Toml of [adustries  Civil Other
and Socal all aund Blis- Works Liems Vorad
rublic Services Swocial cuelluncous
Health Services  Depart-
ments
449 158 141 748 I 268 254 2q0%
£ 64 57 302 &5 o-8 {02
266 115 115 196 26 453 487 1418
14°9 b0 by 266 4 236 254
665 351 371 £341 54 459 779 4089
63 8.6 75 328 3 Ir-6 FLeR ¢
L1414 458 260 32 291 388 9470 65473
21\ 6 7o 41 327 43 59 T4 8
497 191 g6 784 BE 148 502 2565
194 7S 37 jo-6 14 58 196
227 129 148 504 34 182 172 1405
X632 G2 104 325G 24 T30 22
4136 126 219 8o 8 3o 356 2878
15°F 4 4 84 279 0-é z2-9 24
gIg 408 - 276 1603 279 411 sar 4625
w9 58 60 347 LR L83 revy
343 139 14C 622 &y 249 220 163%
2100 85 & 38 4.2 LR £3°4
190 97 131 377 88 186 211 1§02
i26 Hea f-g z5°r 58 12°4 Ig-o
123 64 42 226 14 155 188 8x9
43 AR 4y 257 It £8-¢ 206
284 117 104 505 40 200 359 igrx
r4:¢ 6x 5 g 264 20T {21 8™
322 192 89 603 81 196 251 2018
160 §5 44 29 e 97 £33
154 70 56 250 41 167 269 178
1i-7 58 48 239°1i 34 138 22-2
330 114 60 513 29 265 2] 1243
2678 g2 56 413 23 213 18
960 363 545 (873 (47 546 1575 6654
44 55 &g 282 22 8.2 237
627 487 365 474 142 450 174 4828
140 o-r 7 367 30 93 243
57 26 31 14 17 60 11 473
270 - 55 6 A 24°1 36 12+7 235
A4 i2 - 78 1 10 21 16%
353 72 4 45+ 7 06 6-0 r7-6
41 40 19 11 6 35 47 278
-3 144 [ 35 2.2 12-6 69
20 8 12 4 2 24 15 t1g
i8-0 72 I0-& e 8 21y I3 %
108 33 26 167 k: 84 50
23°¢ o 7Y 55 25°5 06 178 FITR S
T 8 6 25 22 20 118
93 §-8 £t 212 186 I6-9
8516 3708 3206 15427 1610 5358 8612 4957h
1770 74 64 jo 8 32 107 I7-2



\r'.

v

iz

8(e). Composition of expenditure met

Percentages of expenditure in each category to total

Cost of General Other Total of
Tax Debt  Adminis- Adminis- all
Collec- Trrigation Services tration Police trative Adm}ms-
tion Services trative
Services
Andhra 236 247 —I144 359 267 100 726
90 -7 ) 12-¢ 94 35 25°5
Assam 193 97 20 104 - 166 3G 300
79 40 68 43 6-8 I6 12-7
Bihar 450 197 47 338 421 191 950
8-6 3-8 0-9 65 8.0 ~3°6 181
Bombay 386 195 183 478 980 298 1756
Ir-g z-6 2-5 G4 I3°2 39 235
Hyderabad 245 34 179 178 302 77 557
oI Iz 6:7 6-6 II-2 29 207
Madhya T24 68 28 124 206 52 382
Bharat, 6-8 37 Is 6-8 II-3 2-8 209
Madhya 361 80 99 304 265 81 650
Pradesh o I2-1 27 33 102 89 27 218
Madras 407 281 —I144 447 520 212 II79
76 -2 (=) 832 97 40 220
Mysore 55 64 83 89 121 42 252
&0 33 43 46 63 2+2 I3°r
Orissa 219 44 18 375 165 49 539
9-8 I9 c-8 64 72 22 258
Pepsu 116 11 3 56 94 28 178
13 10 03 55 [3¥ 27 I7-3
Punjab 246 81 —20 157 335 85 577
94 3r (=) 60 12-8 32 22:0
Rajasthan 338 49 25 186 295 64 545
‘ I5-0 22 Ir 8-3 I3 r 28 2472
Saurashtra 162 82 26 8o 103 82 265
10-3 §-2 Iv7 51 66 52 16 ¥
Travancore- 154 83 —-21 67 96 59 222
Cochin 79 43 (=) 33 50 30 -5
Uttar 725 416 15 610 807 280 1697
Pradesh 10.0 57 02 84 Ir-r 3-8 233
West Ben- 424 253 152 293 682 204 1179
gal 71 42 25 £9 II-4 33 196
Jammu'and 61 20 18 38 46 12 96
Kashmir Ir-3 37 34 7°r 8-5 22 17-8
Ajmer 13 15 27 6 45
63 73 I3-2 2-9 234
Bhopal 13 6 I 20 23 6 49
83 r-5 0-3 50 5-8 I-5 12+3
Coorg 22 8 6 4 1 Ir
1-6.1 5-3 4.4 2.9 0-7 8-0
Vindhya 83 6 2 42 55 13 110
Pradesh 14°0 I¢ 03 29 ¢ 9-2 . 22 185
Rutch 17 5 7 21 s 33’
oIS 43 60 179 43 28-2
Total 5690 2327 570 4373 6001 1986 12360
: 38 o 74 9-8 332 20-5



Jrom reveniue of oialies—-Lisdo-ot

expenditure of respective States are given in italics

{Riipees in lakhs)

Industeies
Medical Other Total of  and Mis- Civil Other
and Social all cellaneons Works Lr=mis
Education Public Services Social Depart- Total
Health Services ments
51§ 201 145 841 178 264 459 2847
8 r 70 5T 302 6-3 93 61
192 153 184 7209 41 572 481 2442
16 0 6°3 7S 298 Iy o34 197
774 4566 552 1802 84 823 FRE 5211
14 8 o8 06 36-2 ré 57 151
1592 584 384 2360 347 477 o2z 7426
214 79 53 346 47 64 138
535 196 114 845 I17 144 573 2694
19-9 73 43 3135 44 50 2I3
266 211 251 728 59 236 206 182
14 6 16 137 399 33 249 10
563 67 15t 881 34 425 440 2680
18-g 56 §1 29-6 i 146 148
1093 438 303 1834 327 503 972 5359
204 &I 5 3473 &1 94 181
367 149 156 672 67 359 278 1927
ry-r 77 gr 349 ¥ €86 I4°3
25F P13 137 495 128 188 604 2284
Ir+n 50 57 2r-y 56 Bz 264
144 68 49 26F 22 223 214 (029
Ide 533 4% 254 22 217 2008
170 145 96 611 42 221 860 2608
I¢r 5°3 ERRY 231 16 &5 31-0
358 266 it 701 102 070 324 2254
159 178 34 3 15 75 44
252 92 62 406 51 244 336 1572
6.0 579 46 259 32 55 214
477 166 105 748 50 345 154 1935
247 86 54 387 2°6 ty:8 183
1023 423 549 1993 175 567 1683 7273
rg-v 37 76 274 2°¢ 78 23-2
921 522 376 [&:5¢} 157 5108 1508 6010
153 &7 63 303 26 g6 25
59 28 40 27 29 54 138 539
Ir-o 52 74 236 46 oo 256
74 76 T1 101 2 15 26 205
361 78 54 493 e 73 Iz-7
81 ke 30 88 ¥ 42 66 397
204¢ 154 76 474 7€ ) 16-6
23 13 1% 48 3 22 23 Ti7
168 (331 87 350 27z 161 FORE- I
128 38 3 203 23 TO0 &7 594
216 S 4 62 3472 34 16K 113
13 i2 8 33 1 9 19 117
B orr-r 10°3 68 28-2 0-9 77 16-2
0271 4644 3823 18738 2048 6531 11432 59606
I7-0 77 67 314 36 1o-y I§-3



— "7 9(a). Expenditure in States

1 . .
CE/ Per capita figures (in
General Other Admins-
Administration Police trutive Services

Andria

Assam

Bihar

Bombay
Hyderabad
Madhya Bharat
Madhya Pradesh
Madras

Mysore

Orissa

Pepsu

Punjab
Rajasthan .

Saurashtra

Travancore-Cochin

Uttar Pradesh

West Bengal

Jammu and Kashmir

Aimer

Bhopal

Coorg

Vindhya Pradesh

Kutch .

9I 102 33
I0 I-I G4
239 4C9 193
0-6 I-0 05
436 936 302
I-2 26 o0&
97 593 56
1 32 o4
96 159 40
I+2 20 o€
153 247 73
09 -2 -3
. . 746 738 310
I3 i3 05
N . 81 90 30
Gg LG 03
122 137 43
08 Ir-o 03
47 77 27
: I3 i 2-2 08
‘ ' 157 298 g0
1-2 ‘I 2.2 04
174 ‘.’.4‘\1 g
I \ I-6 04
. 92 {20 69
23 29 6
36 63 45
ué a7 o8
. . 483 733 259
08 I o-4
247 576 207
1o 23 o-&
34 28 9
o8 0-§ 02
6 21 &
ey 36 09
£2 24 -
5 30 0%
. 3 3 1
2§ Iy o5
22 36 9
08 r-g 0 F
5 15 4
08 2-5 07
3454 5618 1905




Per capita figures (in

General Other Admins-
Administration Police Lrulive Serviees
Ancion

Assam . . . . 91 102 33
i0 Ir Gy

Bihar . . C 24 409 193
a6 I-0 [P

Lombuy . P . . 136 936 301
Iz ) [ERs

Hyderabad . . . . 97 593 55
o5 32 PR

Madhya Bharat . . . g6 139 49
72 -9 GE

Madhva Pradesh . . . 153 247 -z
09 Iz o3

Madras . . . . . 746 w38 310
I3 i3 05

Mysore . . . . . 81 90 30
o-g o 2z

Orissa . . . . . 122 13 52
08 I o5

Pepst . . . . . 47 o a7
I3 2-2 o8

Punjab . . . . . 157 248 30
iz 2.2 a-f

Rajasthan . . . . 174 245 s
ri I6 04

Saurashtra . . . . 92 20 64
203 29 Iy

Travancore-Cochin . . <4 63 43
06 a7 oo

Utrar Pradesh . . . 4¥3 733 259
65 £ r 04

West Bengal . . . 217 375 207
B3 23 o &

Jammu and Kashmir . . EX) 2§ 3
0-8 -5 oz

Almer . . . . 5 a1 5
03 30 a-g

Bhopal . . . iz 24 -
5 30 oo

Coorg . . . . 3 3 1
ry I o5

Vindhyu Pradesh . . . 22 34 g
65 10 o3

Kuich . . . . 3 1% A
o8 25 o7

Tuotal 3454 5519 1005
vg re 0%



from revenue of States—1955-56

expenditure of respective States are given in italics

(Rupees in lakhs)
Industries
Medical Other Totat of and Mis-  Civil Other
and Social all cellaneous  Works Irems
Education  Public  Services Social Depart- Total
Health Services ments

515 201 145 861 178 264 459 2847
I8 1 70 51 30-2 6-3 9-3 61

392 153 134 729 41 572 481 2442
I6-0 6-3 75 29-8 17 234 I9-7

774 566 552 1892 84 823 788 5231
148 108 106 36-2 16 157 I5-I

1562 584 384 2560 347 477 1622 7426
214 79 53 346 - 47 6-4 i3-8

S35 196 114 845 117 144 573 2694
199 773 43 315 ¢4 5o 213

266 211 251 728 59 236 200 1825
I4-6 Ir°6 13:7 399 33 12-9 11°0

563 167 I51 881 34 435 440 2980
18-9 56 51 29-6 I 146 14°8

1093 438 3c3 1834 327 303 972 5359
204 81 53-8 343 6-r 94 181

367 149 156 672 67 359 275 1927
19-1 77 &1 34'9 35 186 143

251 113 131 4958 128 188 604 2285
I1-0 50 57 217 56 8-z 26-4

144 68 49 261 23 223 214 1029
I4'0 66 48 25°4 22 217 208

370 145 96 611 42 221 860 2618
14 55 35 23°r 16 &5 330

358 266 77 701 102 170 324 2254
159 11-8 34 311 45 75 144

252 9z 62 406 51 244 336 1572
160 59 40 259 32 I5-5 214

477 166 105 748 50 345 4 1935
247 86 54 387 26 Iy-8 18-3

1023 423 549 1995 175 567 1683 7273
41 57 76 274 24 7-8 23-2

921 5§22 376 1819 157 518 1508 Go1o
I5°3 87 63 30°3 26 6 251

59 28 40 127 25 54 138 539
110 52 74 236 46 00 256

T4 6 . II 101 2 15 © 26 205
361 7-8 54 493 10 7°3 1277

81 71 30 188 12 42 66 397
20+ 4 19°4 7°6 47°4 3 106 16-6

23 13 12 48 3 22 23 137

16+8 g5 &7 350 2-2 I6-1 16+8,

128 38 37 203 23 100 67 504
21-6 64 642 3472 29 15°8 I3

13 12 8 33 I 9 19 117
B rr-r 103 6-8 28-2 09 77 162

10271 4644 3823 18738 2048 6531 11432 59606
I7-0 77 67 314 36 10-9 I9-3



r -

on selected services-—1821-04

rupees) are given in itales
{Rupecs in lakhs)

Totgl of 4l Medical and  Other Seciel  Towl o al

Administraiive Laucation Public Health: Services Social Services
Services
228 7% 3 S0 330
205 1°g 009 0°g 37
266 358 201 237 796
AN 0-g 0y 06 20
1674 1212 435 151 2030
426 273 P Ior 56
776 404 147 1ty 675
47T 272 o 0-6 36
304 159 104 76 339
° 3-8 5 I3 Gy 42
505 293 s (30 5GE
2-4 4 04 G 6 24
1794 rtaot sib 458 2077
EAr S Ed) vy 0-8 ER)
201 285 L1G 123 §I¥
A4 31 Iz rog 57
302 125 68 81 274
27 0 g G5 05 Iy
51 [s38] 32 27 (g
443 17 [AR] o6 32
50% 188 Bs 00 373
470 I3 07 a8 3
469 230 144 e 434
3% "5 [/ R3] g 2-8
281 3 64 35 212
68 227 16 -9 g2
66 245 116 44 40¥
o8 27 Iz 0oy 4°4
1480 743 306 485 1534
2°3 L2 05 o8 2'%
o3n 336 430 259 1024
41 £-4 7 rr 42
.71 41 i9 27 8-
16 (X« 05 06 2°0
33 46 7 g 62
48 3 r-o 3 &y
43 14 e} ot ’ 15
54 7 I3 ¢ . 44
7 7 7 i 24
375 i5 33 50 rzen
67 43 {8} 7 60
i-¢ -2 03 6oz 1°
- 24 7 4 3 ig
4-0 I-1 07 05 2.3
10977 8190 2480 2759 11624
30 X7 o & 08 33



: lg/r 9(b). Expenditure in States
. p

Per capita figures (in

General Other
Administration Police Administrative
Services
Andhra
Assam . . . . 72 I12 35
[ 2F-1 Iz o4
Bihar . 221 375 193
06 a9 XX 1
Bombay . . .- . 469 912 316
I3 23 a9
Hyderabad . . . . 96 398 81
o5 21 5-%
Madhva Bharat . . . 97 157 49
Iz 20 06
Madhya Pradesh . . . 184 257 77
a9 I-z 03
Madras . . . . 724 7I7 327
I3 I-z 0-6
Mysore . . . . 75 106 34
0-8 I-z 0-g
Orissa . . . . 120 4o 45
08 I-0 -3
Pepsu . . . . 53 30 29
Iy 23 o8
Punjab . . . . 164 277 So
I-3 22 06
Rajasthan . . . . 159 275 55
I-0 I8 0 ¢
Saurashtra . . . . 84 132 70
20 32 Iz
Travancore-Cochin . . . 29 78 46
o5 0-8 05
Uttar Pradesh . . . 606 716 271
I'0 Ir 3 04
West Bengal . .. 252 591 189
] Io 23 0.8
Jammu and Kashmir . . 34 28 9
08 0-6 0-2
Ajmer . . . . . 13 23 6
I-8 '3 -9
Bhopal . . . . . 16 24 7
20 30 09
oarg . . - . - 35 3 I
. 235 -5 o5
Vindhva Pradesh . . . 28 37 I
08 I-0 02
Kutch . . ‘ . g 16 El
0-8 27 o7
Tota 3526 5434 1935



on selected serpices—1952-53

Sdobinistrative Educatiun Public Health Services Social Services
- Serviges
219 1587 T3 i34 140
274 2+ 0-8 09 36
TNO 431 221 167 S19
240 I-I 05 0-4 20
16g7 1312 423 365 2100
77 36 1z Io 58
375 424 153 96 673
I 23 0-8 65 36
363 ) 174 115 93 384
ERE 22 I-4 -2 $8
318 ’ 319 G2 150 3561
ze g 1-5 0-4 o7 26
1768 1596 586 391 2173
312 2-r 10 o7 3-8
21% 317 11§ 127 333
B 33 I3 I3 AT
33 148 79 20 367
" 2-r Io a3 06 21
ifz 76 24 33 145
Fags 22 I0 10 4-2
321 20z o1 105 398
1r I-6 G-7 08 3-r
429 259 139 39 457
3 7 og 04 §0
286 118 <5 35 28
59 29 I3 ‘ o-9 §r
173 y 291 oI 43 437
I 3r Ir o5 g4y
1543 754 345 482 1611
2.3 Iz 06 68 2-6
1012 361 118 262 1671
EED 16 Iz 17 44
71 43 20 2% Sk
16 -6 o d o6 20
a4z a1 9 7 67
6-0 743 I3 I 9-6
47 22 21 26 09
g 2-8 26 3z 5.6
<} 7 = i2 23
- g3 25 30 60 125
A 3 20 4 9z
Ier I-3 06 o5 26
nx S < N 13
Iy o-8 2
10893 6313 3126 2663 12004
10 I'9 0-9 AT -

rupees) are given in italics

e

{Rupees in lakhs)

Total of all

Medical

and

Other Souial

Total

of all
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R4 _ _
9(c). Expenditure in States
Per capita figures (in
\-_
General Other
Administration Police . Administrative -
Services
Andhra (a) . . . 154 107 36
Ig 16 o-4
Assani . . . . 73 140 36
08 I1°6 0-4!
, Bihar . . . . . 227 381 191
046 09 o5
Bombay . . . . 458 899 306
I3 2°5 o8
Hydcrabad . . . . 97 325 77
05 I8 0°4
Madhya Bharat . . . 105 169 50
i3 2°r 06
Madhya Pradesh . . . 210 245 79
I0 I'I o4
Madras (a) . . . 205 203 107
. =2 ’ I-2 0-6-
Mysore . . . . . 84 113 40
o9 Iy 04
Orissa . . . . . 149 145 45
Io I-0 03
Pepsu . . . . 52 88 29
) I-5 2-5 o8
Punjab . . . . . 140 ) 294 87
_ I'r 2-3 o
Rajasthan . . . . 170 303 57
" I-r 2-0 oy
Saurashtra ; . . . . 8o 108 65
20 2°6 . 16
Travancore-Cochin . . . 56 81 48
) Y o5
Uttar Pradesh . s e 611 705 272
j‘ lo I - I 0'4’
West Bengal . . . 256 584 195
I-o 23 o8
Jammu and Kashmir . - . 33 40 10
0-8 0-g 0-2
Ajmer . . . . . 13 25 13
l I-9 36 0-8
Bhopal . . . . . 17 24 7 .
2°r 1.0 © 09
Coorg . . . . . 5 4 S § -
2.5 20 o5
Vindhya Pradesh . . . 36 45 12
I0 -3 03
Kutch . . . . . 6 17 4
I-0 2-8 G-7
Total 3237 5045 1760.
’ e . 5 . o5



on selected servicegs—-1J00-9%

rupees) are given in italics

Rupees 2. Likhs;

CTotal of all Medical and Oiher Sogial ol of all
“Adminstrative Hducation Public FHealih | Services Soula} Turvices
Services
297 247 64 64 37
28 24 ¢'6 u-6 [
149 213 go 94 347
2 2-4 10 10 44
79y 41 245 191 . .
20 I3 U6 -5 2o g
1663 1254 343 523 2251
Nt} 36 I-2 I3 63
499 462 13% 93 748
27 2.3 io G635 40
324 197 114 107 418
40 25 L I3 ST
334 386 123 236 793
2+5 I8 06 I-3 37
513 523 183 1:0 822
jto 3 -0 0-6 46
237 323 125 122 7D
ER] 33 i3 Iz A
- 339 174 Go Ia 33
23 12 o6 0-5 2°3
169 38 46 36 I
48 25 i3 Iz 49
521 246 107 43 446
$I R -8 07 PR
33G 290 154 68 SIz
35 1y o 04 EAR
253 132 48 38 218
62 32 -z c-9 53
183 jc4 104 43 451
20 73 Iz o5 49
1585 H44 361 6ch 1811
25 1°3 576 I -y
1033 164 469 42l 1354
11 1.9 I9 I-7 35
83 49 22 s} j{ee]
I'g Ir Con% 07 23
44 54 II 7 T2
63 - ] 10 10°3
43 34 34 20 ' 585
60 42 43 2-5 it-o
- 10 6 3 12 26
50 &-0 40 60 18-0
93 67 28 24 119
z2-6 18 08 07 33
z7 9 6 4 19
45 73 o a-7 32
10042 6947 3063 3072 13084




3
9(d). Expenditure in States
Per capita figures (in

General Other
Administration Police Administrative
Services o
Andhra . . . . 371 268 90
-8 I3 G5
Assarn . 84 148 35
o9 17 04
Bihar . . . - 273 396 191
07 0 04
Bombay 506 921 298
I4 2+6 68
Hyderatad . . 100 309 go
. 05 I+7 -4
Madhya Bharat . . 108 171 52
I3 2°r 07
Madhya Pradesh . . 228 260 84
I-r 12 o4
Madras . . 613 481 218
17 ) I¢ . o6
Mysore . . . . 93 116 42
09 1.2 04
Orissa . . . 218 148 48 .
Iy I+0 0-3"
Pepsu . . . . 53 87 28
I-5 25 68
Punjab . . . . . 138 305 83
Ir 24 07
Rajasthan . . . 187 298 61
. I-2 2*0 o 4
Saurashtra . . . . 68 105 77
I8 26 19
Travancore-Cochin . 56 8s 49
06 o9 05
Uttar Pradesh 545 739 276
9 i-2 04
West Bengal . . 276 596 195
7-r 2-4 o-8
Jammu and Kashmir . 35 45 10
08 I-0 0-2
Ajmer 14 26 6
20 37 o+9
Bhopal . . . . 20 24 6
25 30 08
Coorg . . . 5 4 I
25 20 o5
Vindhya Pradesh . 38 44 14
I-r I-z o'y
Kutch 6 20 5
Io 33 ™ o9
Total 4035, 5596 1949 0§
Ir I-6 .




o selected services-—1954-55.

rupees) are giver in italics.

Rupzes in lakiis)

Total of all

Adm_inistrutivc
- Services

Education

Medical
1?ublic Flealth

and

Other

Soclal Services

Total of all

Social, Scrvices

1312
251
114

168

190
1560
1067

sTe
458
50
10
96

31

11570

449 135 141 743
36 2-2 08 6.7 37
266 113 118 499
"!-O 219 I-3 I.j 5.5
669 351 321 1341
21 s g9 a8 33
1434 4558 60 2132
48 39 I3 ¢7 59
457 191 g6 TR
246 z*7 I0 05 12
227 129 148 504
g1 2+8 16 1'% 6.3
436 126 239 go1
27 2.7 o6 I-r &
919 408 276 1603
37 z-6 Ir 08 45
343 136 140 622
2.5 35 4 4 63
190 91 g6 377
28 I+3 a6 a7 26
123 64 42 229
43 3*5 I8 12 65
254 117 104 5G5
42 23 [+3g ") a8 4G
322 192 89 603
36 2+ iz 06 39
154 70 58 280
6°I -8 Iz 13 68
330 114 £9 513
z-0 36 I-2 o7 55
g60 368 545 1873
2§ i-5 08 09 30
627 487 365 1479
41 25 20 I3 60
57 26 3I 114
20 Iz 06 67 206
59 12 7 78
56 & 4 17 I:0 rr
51 40 9 110
&3 64 5.0 2-¢ 138
20 8 12 40
5-0 -0 40 60 20°0
108 33 26 167
27 10 09 07 46
i1 & 6 25
572 19 I3 I0 42
%516 3705 3206 15427
j2 2 4 I-0 o9 43




te
9(e). Expenditure in States

Per capita figures (in

General Other
Administration Police Administrative
Services ~

Andhra . . . . 359 267 160
Iz I3 0-5

Assam . . . . 104 166 39
I-2 I8 04

Bihar . . . . . 338 421 191
08 I'r [+ 24

Bombav . . . . . 478 [+1-%) 298
3 27 o8

Hyderabad . . . . 178 302 77
o I -6 0-4

Madhya Bharat . . . 124 206 52
-6 2+6 o6

-Madhya Pradesh L . 304 265 81
I . Iz -4

Madras . . . . 447 520 212
. 12 I'5 o6

Mysore . . . . . 89 121 42
- G-g Iz o-g
“Qrissa . . . . 375 165 49 o
26 Ir 03

Pepsu . . . . . 56 94 28
16 247 0-8

Punjab . . . . . 157 333 85
Iz 2.7 07

‘Rajasthan . . . . 186 295 64
I°2 20 o-4

-Sauarashtra . . . . 8o 103 82
. 270 2-5 20

‘Travancore-Cochin . . . 67 96 59
: i o-7 I-0 06

Uttar Pradesh . . . 610 So7 280
I0 I3 0-4

“West Bengal . . . . 203 682 < 204
Tre2 27 08

Jammu and Kashmir . . 38 46 12
0y I0 03

Ajmer . . . . . 15 27 6
2-r 39 09

Bhopa! . . . . . 20 To23 [
. 2+5 29 o2
‘Coorg . . . . . 6. 4 T -
30 ‘2+0 0-§

‘Vindhya Pradesh - . . . 42 55 13
Iz I o4

Rutch . . . . . 7 21 5
R &2 25 08

Total 4373 6001 1986
. I-2 Iz 06




R RAE AR MNP e e T

rupees) are given in italics.
i Zupees i lakhs)

Total of all Medical and Other Fotai of ail
Administrative Fducation Public Health Coctal Services Soeial Cervices
Services
126 573 201 145 b
i°5 2.8 19 o7 4-2
409 392 153 134 104
34 44 17 R &
930 i7d 166 532 13g2
24 -9 14 74 47
1756 1592 84 384 2560
48 14 r 6 I-r 7"
547 535 196 114 345
30 29 Po a-6. 4
382 266 211 257 7B
0 33 27 1 F g
850 563 167 151 38r
e 2<6 08 7 4"
179 1093 438 303 1834
33 3 Iz 28 5
252 367 1449 156 A2
g 37 5 6 6
80 257 113 137 493
40 17 08 a-9 32"
18 144 68 44 284
§-F 41 20 i 4 7
v A70 145 g6 590
FRE: z2°9 i1 -8 4
545 358 265 77 oL
36 23 + R i3 46
2hy 252 Y fiz PRt
S8 6-2 22 i3 g
2en 477 (hé 10§ 748
23 5 LI I . 80
1697 Yz 423 544 1995
2.7 ré LN 19 3"
T 021 542 5_7& 1979
$7 37 ¥ t-5 7
af so Rt 40 1y
22 P4 U=t uy ER
A% S 5! it 1071
LAY PTG PR . i1 P
20 &1 77 0 (58
iR je 2 W 6 & a7-
1 23 14 3o 4%
i IR AN 6 % 60 EX AL
116 128 3% 5 203
3 16 roL ro 5
i 13 12 A 33
508 22 20 ] $-
1x3gn 10271 4644 4523 18733
3% 29 P t-0 {2






10. Resources transferred from Ifh;.i’:m to States through devolution
of revenue and grants.
(As shown (n Union budgets)
{Rupees in lakhs)

1950-52  I952-53  I19§3-54  1954-55  1955-56

Share of Income Tax . . 54,86 56,9% 57,29 55,95 55,16

Share of Union Excise Duries . . 16,83 55,55 £5,17 16,57

Grants Under Ariicles—

.273 . 1,85 3,15 315 3,15 3,15

275 . . . . s 2,28 6,77 8,80 10,51 12,12

278 . » a - ° 13,17 0,25 9,085 9,00 9,00
Grants Under Arvticle 282

Rehabilitation Grants . . 5,08 6,24 5,84 $.49 9,57

Grow .Morc‘:l Food Grants] . 2,46 3.37 3,84 1,88 1,99

Grants for Community Pro-
jects, National Extension
Service and Local
Development Works . s ‘e 50 3,31 8,89 14,85

Other Grants] . . . 46 8,09 13,18 30,18 49,18

Transfer from Central Road
Fund . . . . 2,96 2,22 2,65 4,25 3,85

Total . 85,12 I1,I3,40 1,22,66 1,44,41 1,75,44

E i Eriai, == ik — e v - i o . L2 e Lamr



£
11(a). Eesources Eq:zmsferfed from Unien to Stetes

Grante under
Share of  Share of
S Peee a3 A 275 Articte
Duties 278
General  Grants
Grants= %4 under
in-aid provisos
Andhra . . e .e
Assam . . 1,57 . 40 30 69 -
Bihar . . 6,54 .s 35 . . 15 4
Bombay . . 10,99 .. . ve o5 42
Hyicrabad . . . .. . .. 4 1,16
Madhva Bharat 6 v . g4 .o
\{zdhva Pradesh . 3,14 .o . .e iz 55
Madras . . 9,15 . . - 4 be
Mysore . . o e 3:45
Orissa . 1,57 . 5 40 30 .
Pepsu” . . 15 e .e .e ve .
Punnb . . 2,38 . .- - . -
Rajasthan . 13 we .. P g -
Saurashira - . e - - - e 3,00
Travancore-Cochin . .e - . 3,63
Uttar Pradesh” . 9,42 .e . v . .
Fest Bengal 7,06 e 1,05 e 2 49
Tammu znd Kashmir - - .e - . -
Ajmer? . . o . . ae . -
Bhopal . . .o - . . . -
Coorg . » s v e .. .e
Yisdhya Pradesh . o o . . . -
Cech . - e . . .e . e
oated surns oF 20 . . . 13 (—) 58
1i7nents.”
Total 52,86 1,85 70 1,58 13,17

WY e Qratanrica Foires

are From Stote Budgets,



lt'. B
10. Resources transferred from Union to States through devolution
' of revenue and grants.

(As shown in Union budgets)
- (Rupees in lakhs)

1951-52  1952-53  1953-54  1954-55  1955-56

Share of Income Tax . - 7 52,86 | 56,98 57,29 55,95 55,16
Share of Union Excise Duties . .s ) 16,83 15,55 15,11 16,57
Grants Under Articles—
273 - - . . 1,85 3,15 3,15 3,15 3,158
275 . . . . . 2,28 6,77 8,80 10,51 12,12
278 . a s . . 13,17 9,25 9,05 9,00 9,00

Grants Under Article 282

Rehabilitation Grants . . 5,08 6,24 3,84 $:49 9,57

/

Grow More Food Grants] . 2,46 3,37 3,84 1,88 1,99

Grants for Community ' Pro-
jects, National Extension
Local

Service and :
Dcvelopmcn_t Works . . .. 50 3,31 8,89 14,8%
‘Other Grants] . . - 46 8,09 13,18 30,18 49,18

“Transfer from Centra! Road
Fund . . . . 2,96 2,22 2,65 4:25 3,85

Total . 8512 113,40 1,22,66 1,44,41 1,75:44

R o - e —p r - - T —— e —rrr—r



lhrough

(Rupees in lakhs)

Grants under Article 282 Transtey
” from
Rehabilita-  Grow More  Grants for Other Central Totai
tion Foodf Communiry? § Grants Road
Granis® Grants Pr«)jg‘cts,‘ f Fund
Nationaj
Extension
Service
and Loca!
Development
Works
ws & se 9 32 352
4o ae v 1,7 27 9,06
|
s - »e 65 27 13,34
L] an s 96. 20 2336
vo o va 14 8 KE!
iy 5 . b 2 4,00
.s pl an 5 23 10,46
s 53 L . - r 3393
P 59 "> 2 ¥ 2,03
19 . as . .o 34
14 12 . 23 3,37
- au oa X I9
o . » 5 a 3,08
.o ve -0 oz ) F 3,53
33 o as ' 57 63 10,97
. 26 N 5 41 T 934
L o @ I I
LR LT 2-? . 2
8,20 (=) 13 . ¥ (=) 3,96 27 4,22
9,08 2,46 ‘e 46 F 2,06 85,12

while totals are from Union budget,
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9
11(b). Resou,rceé transferred from Union to States

Sharelof Share? of

Grants under

Income  Union
Tax . ;i Excise Article Article 275 Article
Duties 273 : 278
General  Grants
Grants- under
in-aid provisos
Andhra .
Assam 1,39 46 75 1,00 69
Bihar . 5,99 2,04 75 17
Bombay 10,67 1,82 3
Hyderabad 2,47 95 6
Madhya Bharat . 06 40 8
Madhya Pradesh 3,19 1,08 7
Madras . 9,42 2,89 9
Mysore 40 345
Qrissa 2,08 74 13 75 22
Pepsu 41
Punjab . 2,06 64 1,25 2 .
Rajasthan . 1,92 77 . 5
Saurashtra 40 . 2,75
Travancore-Cochin . . 45 3,08
Uttar Pradesh 9,56 3,20 ' . .
West Bengal 6,86 1,26 1,50 8o .
Jammu and Kashmir .. . . . o
Ajmer . . .
Bhopal . .
Coorg . .
Vindhya Pradesh
Kutch .
Unallocated sums or 58 13 (—4
adjustments.
Total 56,98 16,83 1,15 5,18 1,59 9,25
W~ [~ S, DR - PSPV [ . Qeiat~ L _—'1-:,“.. o P N L



through devolution of revenue gnd grants—-1952-53.
(Rupees in lakhs}

(irants under Article 282 T'ransfer
- : - fom
Rehabilita-  Grow Grants  for {ther Central
tion More Comennzity (Frands Road Total
Granty Food Projects, Fund

Grauts  National Ex-
tension Service

and Local

Deglgggcm
23 b 10 I,32 5,95
76 g 23 16 10,19
- 2y F 1,00 33 14,07
ki 21 s 3,76
" 7 I . 1,61
3 4 7 hv- 4 4574
.- 4 3 58 54 13,59
3 ¢ . . 3,89
o 53 7 -e 4 4,58
- 4 4 3 2 L3
3 3 ,s 4 22 439
.- os 4 14 17 3,09
‘e 6 I 22 18 962
.. : b 2 13 3,70
35 - 17 58 23 14,32
7 a7 12 3 32 11,23
2 . . s £,64 - 1,66
.e L,OS 1 1,06
.o 3 3 I . 7
2 as . » s on ]
5,69 1,06 ()37 B89 (=) 1,49 745
6,24 3,37 %0 8,09 2,22 1,13,40

are from Union budget.



lyg

11(e). Resomces'qt%nsferred from Union to States

Grants under

Share]of Share,of  Article Article 275 Article
Income Union 273 278
Tax Excise
Daties
General  Grants
(Grants- under
in-aid  provisos
Andhra 1,76 46 .. .. 2 ..
Assam . . 1,40 43 75 1,00 I,15
Bihar . . 6,03 1,53 7S 41 22 ..
Bombay . . 10,76 1,72 . 13 .e
Hyderabad 2,50 90 20 3 .
Madhya Bharat 97 38 . 9 7 .
Madhya Pradesh 3,21 1,05 .. 25 20 .
Madras . . 3,07 81 ‘e . I -
Mysore 7 2 .e 40 I 3,46
Qrissa 2,09 72 15 91 22 e
Pepsu 42 34 5 " ~
{Cunjab 2,08 61 1,39 5 -
Roajastlian 1,04 73 20 4 -
eurashrra 40 1 2,75
Travancore-Cochin .. .. 45 . 2,80
Uttar Pradesh 9,64 3,07 .. ‘e .a e
West Bengal 6,92 I,19 1,50 2o 0
Jammu and Kashmir .- - ..
Ajmer -
Bhopa! . -
Coorg . . .e -
Vindhya Pradesh . .. -
Kutch .. .. . .. -
Unallocated  sums, 4,43 1,23 . —7 4
transfers to the
composite State of .
Madras for the
first six months of
the year or ad-
ustments,
{
Total ! 57,29 15,55 315 6:55 w228 9:08
NoTe.—Statewise figures are from State budgets, while totals are from Union



through devolution of revenuz and grunts-—-ldod-ox.

{(Rupees In laklc,

Graats upd Article 282

Rehabilita- Grow Grants tor (SRR Transicr
tion More Cornmuanity : fror:
Grants Food Projects, Centru! Tee
Grants  National Ex- Road
tension Service Fund
and Local
Development
Works

. 21 £5 . 0 2,76
4 18 17 1,09 6,23
.- 15 34 L,IB 13 11,14
e 30 21 1,81 73 15.60
. 15 L g 3,88
» e 2 33 4 i,30
3 8 32 5 0 5,43
- . i35 20 3 4,27
5 9 4 15 4,29
12 10 . 4 4,35
v .o 5 s 7 1,04
7 2 39 i 14 475
e 12 48 29 3,80
26 2 2 .. 3,56
e . 8 2 10 3,45
41 . 96 77 2t 15,02
33 11 12 32 i3 11,52

a aw .- P .3 T e
2 4 1,12 . } 1,15
e . 3] 92 6 I,04
B 1 X 4 as o
1 . 2,20 2,21
4,99 2,47 (=) 27 3,15 (—) Bs 1514
84 I 384 3,31 13,18 2,65 1,22,66

budget.




)aw
AN S .
11(d). Resources transferred from Union to States

Grants under
Share of Share of
Income Union

Tax Excise
Duties  Article Article 275 Article
273 278

General  Grants

Grants- under

in-aid provisos
Andhra . . 3,26 96 . .. B ¢ ‘e
Assam . . 1,33 42 75 1,00 1,79 -
Bihar . . 5,79 1,87 75 55 31
Bombay . . 10,39 1,68 . ve 28 .
Hyderabad . . 2,67 87 . 27 I .
Madhya Bharat . 1,04 © 37 . 9 16 .
Madhya Pradesh . 3,12 99 .e 33 28 ve
Madras . . T.57 1,67 . 2
Siveore . . P2 § . 40 1 3,45

\4 3 g 13
Popsu . . 15 16 .. [ e ..
Punjab . . 1.93 g .. 1,44 4 .
Rajasthan . . 2,08 71 . 26 16 .
Saurashtra . . - .. . 40 I 2,75
Travancore-Cochin . . .. 45 I 2,80
Uttar Pradesh 0,38 2,94 .. .- . .
West Bengal . 6,6¢ 1,16 1,50 - 12 .
Jammu and Kashmir . . L . . ..
Ajmer . P o .. . . ..
Bhopal . . . . e .- . .
Coorg . . .. .. e .- ve .
Virndhya Pradesh . e .. . . . .
Kutch . . . .. ‘e .. -
Unasllocated surns or  (—) 1 (—yr - 3 (=19
adjustments
Total 55.95 15,11 3,15 7,05 3,46 9,00

NoTB.—State wise figures are from State budgets, while



PAYNN )
through devolution of revenue and grants--1954-55.

(Rupees in lakhs)
Grants wnder Article 282
Fransfer
Rchabilita- Grow Grants  for Other from
tion More Comrmunity Grants Central Total
Grants Food Projects, Road :
Grants National Fund
Extension
Service and
L.ocal Develop-

ment Works
24 40 9 5,07
7 25 12 83 6,56
18 1,13 4,06 23 14,387
1 72 64 1,74 15,56
22 37 - 16 4,57
6 34 82 15 3,03
5 3 59 61 13 6,13
“Q ] 7 7o
§ 14 ) ! 1i3
il 39 o) HX
30 o b2 56 26 7,74
V. 41 2,10 38 6,30
. . 19 1,74 13 5,22
e 12 8 7 3,53
41 .. L4I 1,77 21 16,10
29 30 72 1,17 78 13,52
. 2,42 3,42
.. s 1 1,07 1,10
N 2 .43 1,458
e 4 z o I 16
1 . 1,34 ¥ 1,36
4,43 84 27 7,38 (—) 1,63 10,91
5549 1,88 8,89 30,08 4,25 I,44,41

rotals are from Union budget.



doxr o
11(e). Resources iransferred from Union to States

Grants under

Share of Share of
Income Union

Tax Excise Article Article 275
Dutics 273 Article
General  Grants 278
Grants-  Undery
in-aid] provisos
N
Andhra . . 3,21 1,05 . . 13 .
Assam ] . - 1,32 46 75 ] 1,00 2,07
Bihar . - 5,71 2,03 75 69 45
Bombay - . 10,24 1,84 . . 28
Hyderabad - . 2,62 95 .. 33 3 .
Madhya Bharat . 1,03 41 e 15 o ..
Madhya Pradesh . 3,07 1,09 e 42 34 .
Madras . . 5,60 1,83 . e 2 ..
ysore . - 12 : 4 .. 40 I 3,45
Orissa . . " 2,17 75 15 1,02 49 .
Pepsu . . 44 18 .e 8 9 e
Punjab : - 1,90 és . 1,48 6 .o
Rajasthan - - 2,05 78 . 33 6 s
Saurashtra . . . . e 4 3 275
Travancore-Cochin .. .e .- 45 2 280
Uttar Pradesh . 9,22 3,23 . . . .
West Bengal 5,58 1,27 1,30 8¢ 16 ..
Jammu and Kashmir e .. . . .e .
Ajmer - - .o . “a ae ve .
Bhopa! . . . v . s - -
Coorg . . . - . . . .
Vindhya Pradesh . . ‘e .e . .. Yo
Kutch . . s s .o .o Ve .
Unallocated sums OF () 13 (—)1 .- - rag
adjustments.
g
Total . 55,16 16,57 315 7:55 457  E900

'___-__________._-’/"""—k
NoTE.—Statewise figures obtalned from State Accountapt



through devolution of revenue

26

and grants-—1955-56.

\Rupees in lal\ns)

Grants under Article 232
Rehabiljia- Grow Gr‘f; ts fur Otherr—- Tm:ﬁr‘z{ir
~ion More Commuzity Grants Central Total
Grants Foad Projects, Road
Grants Natonal Fund'
ikixtension

Service  and

Local Develop-

ment | Works
iz 72 31 3,54
. 42 1,48 et 3,28
. 33 1,10 2,65 21 13,94
g8 2,63 L4z 17,39
76, 44 5-14
20 93 ] 2,94
87 1,92 7,71
s 243 i7T.08
! i "
7 ; .
” 0 1
9 TS Ly e
32 1,04 . 23 AT
2 a1 /2,23 5 5:.69
1 23 a6 4.22
. 2,67 3,08 27 5,47
MY 70 346 53 15,50
7 .e 4 2,56 2,67
.- . 8 1,78 ‘- 1,36
. ‘e II 2,34 3 2,48
.. I 6 6 2 15
I I 16 2,22 b 2,41
8,78 1,48 " 1,31 I1.50 14 23,51
19,57 1,99 14,85 49,18 3,85 1,75:44

hner"d, »vhﬂe totals are from Umon budgct






lchH
12. Budget estimates of revenue and expenditure of States for
1957-38.
{Rupees in lakhs)

Total Per Total Per

Revenie Capira  Expenditure Capita

Andhra Pradesh . 52,0 169 57,18 183
Ascam . . 23,79 264 28,36 3r-s
Bibar . . . . 4345 () 11°2 66,57 172

Bombay . . . 1,09,35 22+ 1,03,44 214
Kerala . . . . . 27,90 (b) 20° 29,86 22-I

Madhya Pradesh . . . 50,66 {a) 1g: 53:39 2075
Madras . . . . . 57,86 (a) I9° 60,46 20°2

Mysore . . . . . 37,16 9 44,97
Orissa - . . 25,80 (a) 15 24,60
Punjab . . . . . 39,36 (5) 24" 41,57
Rajasthan . . . . 29,31 (a) I8- 31,82

Uttar Pradesh . . . 29,30 (M) i 93,24
Wust Bengal . E . . 3954 2z

Jaromu and Kashmir . . 7,66 (1) I

Total . . . £,50,23 3

(a) Includes eﬁ'ectrof proposals-for additional taxation.
(5) Does not include effect of budget proposals.

NoTe.—Revenue includes provision on the basis of interim
of Finance Commission and Central grants.

recemmendations




13. Revenue from Union Duties

Excise Duty on 1948-49  1949-%0

Motor Spirit . . . . N . . . . . 1,41 1,73
Kerosene . . . . N N . N . . 20 22
Silver .. . . R N . a . N . .o .
Sugar . . . . . . . . R . 6,47 7234
Matches . . . . . . . - N . 7,30 7:57
Steel Ingots . . . . . N . . - . 46 E s2
Tyres . . . . . . . . . . 1,98 3,57
Tobacco . . . . . . s s . 25,46 28,23
Vegetable Products . . . . . . . . 1,96 2,28
Coffee . . . . . N . . . . 49 50
Tea . . . . . . . . . 3,66 2,54
Cotran Qloth . . . N . . . . . 87 12,33
Artificial Silk . . “ . . . . . .

Cement . . . N . - . . . o

Footwear . . . . . . . . . .

Soap . . . . . . a . a .

Woollen Fabrics . . . . . . . -

Electric Fans . . . . . . . . .

Electric Bulbs . . - . . . - . .

Electric Batteries . . . . » ' . Y .

Paper . . . . . . . . . e

Paints and Varnishes . . . . . . . .
Vegetable Non-essentia) Ofls . . . . . . .
Refined Diesel Oils and Vapourising Qils . . . .

Industrial Fuel Qils . . . . . . . .
- - (Diesel Oil and Furnance Qil).

Rayon and Synthetic Fibres and Yarn . . " . .

Motor Care . . . . . . . . . .
Coal CC‘SS . . . . . . . . - - 1,02 1,32

Cess on Copra . . . . . . . . .
Cess on Oils and Qil Seeds . . . . . .

Miscellaneous . . . . . . . . . 36 33

ToTAL—Gross Revenue . .. . 51,64 68,48

Dedv t—Refunds and drawbacks . - Per0r —63

Total . . . . . 50,63 67,85

{Source ;



Lxcise Dury or

1é. mevenye from Union Dutie

Aotor Spirit

Kerosene .
Silver ', ) N
Sugar . . .
Matches . . -
Steel Tngots . s
Tyres .

Tobacco . »
Vegetable Products .
Coffee M . R
Tea . . B
Cot:zn Cloth . ’
Artificial Silk .
Cement . . »
Footwear . . s
Soap . . N
Woollen Fabrics

Electric Fans . .
Electric Bulbs . .
Electric Batteries .
Paper . .

Paints and Varnishes .
Vegetable Non-essential Qils

Refined Diesel Qils and Vapourising Qils

Industrial Fuel Qils .

(Diesel Oil and Furngnce 011)
Ravon and Synthetic Fil:res and Yamn

Motor Cars . . .
Coal Cess . . .

Cess on Copra
Cess on Qils and 011 Secds

Miscellaneous . .

ToTAL—Gross Revenue

a 3

3
a
» EY
% 2
a L
- »
£ a
® L]
- .
- .
3 »
. B
- -
. [
Ll L
. .
.

.

.
L] *
. .
- .
. .
. .

Dedt t—Refunds and drawbacks .
Total

1948-49  1949-50

T,41 1573
20 22
6,47 7134
7,30 757
46 B 52
1,9% 3.57
25,46 28,23
1,96 2,28
49 50
3,66 2,54
87 12,33

L d

I,02 I,32
36 33

51,64 68,48

1,01 -63

50,63 67,38

(Source :



FAVIT)

12. Budg.et estimates of reven‘::gind expenditure of States for
1957-58.

(Rupees in lakhs)

Total Per Total DPer

Revenue Capita  Expenditure Capita

Andhra Pradesh . . . 52,90 169 57,18 183
Assam . . 23,79 264 28,36 35
Bihar . 43,45 (b Ir-2 66,57 17+2
Bombay . 1,00,35 22°6 1,03,44 204
Kerala . 27,90 (B) 207 29,86 22-1
Madhya Pradesh . 50,66 {a) 194 53,39 20°5
Madras . 57,86 (a) I9-3 60,46 20°2
Mysore . . 37,16 I9-2 44,97 232
Orissa . . 21,89 (a) 150 24,60 I6+8
Punjab 39,36 () 244 41,97 26.1
Rajasthan . 29,31 (a) 83 31,82 199
) Uttar Pradesh 2q,30 (b) 147 93,24 ry-8
-"West Bengal 59,64 227 68,29 260
Jammu and Kashmir 7,66 (a) 1773 8,81 200
Total . 6,50,23 182 712596 200

NoTte.—Revenue includes provision on the
of Finance Commission and Central grants,

{a} Includes effect of proposals for additional taxation.
(5) Does not include effect of budget proposals.

basis of

interim  recommendations



, ) 7
of Excise—1143-49 to 1937-38.

Rupees in

lakhs)

1950-51  I981-§2  1052-33  1053-54  I9%4-58 195536 163627 1057.f
Revised Budger

2,08 2,07 2,IT 2,47 9,87 23,05 23,20 32.50
23 26 24 33 93 43 2,75 3,00
65,40 8,43 .03 14.36 8.36 I8.58 plefde hiaiere}
8,07 8,69 9:45 9.32 g,2¢ 10.c8 10.CC <11
54 55 61 6o 67 69 65 5,65
4.04 6,09 4,40 4:93 5,36 5,52 5,70 3,70
31,99 35,55 34.68 33.C0 303 36.46 35.4¢ 40,68
2,19 2,45 2,75 2,79 3,13 z.52 3.5¢ 3:50
1,17 77 59 77 9 93 1.35 1.z20
3,36 4,31 3:46 2,C9 319 117 350 4.€0
9,26 16,36 13,46 21,67 27,5 25,18 $9.58 T2.00
11 49 2,18 bife) 8o

10 2,11 2,22 2,30 8.50

8 82 34 S5 5151

6 I.4C [.355 L6: 1.2

33 k) 0

3 27 28 a3

T i35 a3 I

< 3 39 <4

21 2,48 2.95 5.15%

3 1,01 1,10 1,10

2 5,00 77

6 2,70 4.65

47 2,15 2,71

23 90

27 8o

1,62 1,66 2.42 2,54 2,45 2,38 2,45 2,45
3 8

20 20

a4 42 62 72 1,91 6 55 5%
71,50 87,61 84,73 G6.06 110,36 146.24 160,63 261 %2
—3,06 —1,83 ~=1,70 —1.08 —2,14 —3.69 —I1.9C -—2.25
188,73 259,57

67,54 85,78 83,03 94,98 108,22 145,25

Union budééts)
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14, Loans made by Government of ladia beitween 15th August 1947

and 3lst March 1936 outstanding on the latter date

Andhra, .
Assam) . -
Bihar .
Bombay . .
Madhya Pradesh
Madras o .
Orissa - .
Punjab N -
Uttar Pradesh
West Bengal -
Hyderabad .
Madhya Bharat
Mysore R .
Pepsu . R

Rajasthan . s
Saurashtra .
Travancore-Cochin

Jammu and Kashmir

Ajmer . .
Bhopat .
Coorg . .
Vindhya Pradesh

o

Total

Amount
R

s i3 £23114
(37 1767-29

178 5199-42

177 5950-31

137 2534745

I7r 6113-63

N 130 704366
230 1546977

s 223 Q0L 42
307 1346546

113 230740

N Il 140384
. 114 238654
° 125 121748
. (&3] 3977749
" 13 1352°88
. 61 1247445
41 181761

43 96 04

o 74 187 10
a 24 2659
R 46 218 o7
2792 88030 04




North Southern Scuth

Cper o eere Ter i@y i Stofds drtd Lol Lurriiuries,

Western

iral Lastern Northern .
Bastera Eastern Fotd
Andhra Pradesh
R.G. 314 848 135 1,600
AL G 37 367 . | T
N. G AN .. hy 23
Uetal EEY L,713 261 2,007
Ausam
8. G. . ‘e
MG 1,0%5 1,055
~. G .. .
ol 1,553 [ s
Dby
15 €. . 243 350 1.6:23
MG 1.221 1,271
NG . . ) g
ol 1.243 1,221 459 2.923
B3ombay
RIS s 3% J .52
N 197 i ) IR oz
. e 24 i R
L0 2l 347 SN LAl
c ]
34 337 7
MG 11z 0
NG .. .
Loral 367 167
iy Prade-n
G R ) 13 LT
1. s . .. AT 267
NG I 420 714
ot CaEd 1,000 130 1.740
Muadias
3. Cr. 20 £25
MG 1.4 1,64
N Or. ..
Total 2,204 2,204
Mysore
B. Gﬁ. 218 82 . . 100
M. G . 1,281 1.231
NG .. gh 96
Toeal 21 1,159 1577
{3rigsa
3, G, =2 n
M. G 7 73
NG 104 164
3318 REe

Toral



16, Rurlway rowte mileage in States und Union territories—concld.

Central  Eastern  Northern North Southern South Western  Total

Eastern Eastern
wnjab
B. G. 43 . 1,621 . . .. e 1,666
M. Gl o . 450 .. . .. 60 510
N. . .. . 40 .. .. .. .e 140
Tt 13 . 2,213 . .. - 60 2,316
Hajasthan
B. G. 1y .. 4. » . M6 404
M. G. .. .. 1,53% .. .. .- 1,244 2,783
N. (. 54 .. .. .. . .. o 54
Total 165 . 1,543 .. .. .. 1,530 3.241
tletar Pradesh
B. . 37 <1 2.492 N .. .. 4 3.214
M, G .. .. 2 2,00 .. .- 25 2,045
N. G. 2 .. . .. . . .. 2
Total 601 81 2.494 2,020 .. .. 69 5.261
West Bengal
B G, .. ;30 .. .. . 395 .e 1,375
M. G .. .. .. 124 . .. .. 424
Nt . 1= .. 22 . 3% .. ekl
L [oial o 397 170 . 413 .. r.ch
Linton territories
3. G 2 53 .. 58
ML 15 .e 6
N. G. .- 21 . 2t
‘Total 5 G0 . 9s
Crand Teral
B. (. 095 2.304 4,172 2 [ 2474 1.288 16,142
MG 772 .. 24007 (R EYS Lt . 3,615 15.305
N, G 167 17 A1 52 96 a25 717 2,715
Toral 1,634 13zt 6,343 1008 €063 1.399 5,620  34.182

Noro.—'i Route mileage as on 3T March 1956 has Leen distributed among the States
and_Union territories,
i B. G. means broad gauge,
M. (7. means matre gange, anld
N. G. mesns narrow gaugc.
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