CONSTITUENT ASSEMBLY OF INDIA
Wednesday, the 10th August 1949

The Constituent Assembly of India met in the Constitution Hall, New
Delhi at Nine of the Clock, Mr. President (The Honourable Dr. Rajendra
Prasad) in the Chair.

DRAFT CONSTITUTION—(Contd.)
Article 260—(Contd.)
Mr. President : Dr. Ambedkar.

The Honourable Dr. B. R. Ambedkar (Bombay: General): At the close of yesterday’s
sitting, Sir, I was dealing with the argument advanced by my Friend Pandit Kunzru in
support of his amendment. I began by saying that it was desirable to remind the House
of the provision contained in article 251(2) and article 253 as a sort of background to
enable Honourable Members to follow what exactly Pandit Kunzru wanted by his
amendment.

Now I would briefly summarise what I said yesterday. The position is that so far as
income-tax is concerned, the distribution and allocation of the proceeds are left to the
President to determine, while the distribution and allocation of the Central duties of
excise are left to be determined by law made by Parliament.

The next point to bear in mind are the provisions contained in article 260 which deals
with the Finance Commission. Under clause (3) of article 260, it is provided that the
Finance Commission is to advise and make recommendations with regard to the distribution
and allocation, not merely of the taxes which are made distributable by law made
Parliament, but also with regard to the distribution and allocation of the income-tax. Now,
what my Friend, Pandit Kunzru, wants to do, if I have understood him correctly, is that
he wants to take out the collection, allocation and distribution of income-tax from the
purview, so to say of the Finance Commission. His point was this that while the President
may well take the advice of the Finance Commission in making the allocations of Central
duties of excise, he should be, so to say, made independent of the Finance Commission
with regard to the income-tax. The only qualification that he wants to urge is this that so
far as the initial distribution of the income-tax is concerned, the President may well
consult the Finance Commission and act in accordance with or after taking into
consideration the recommendations made by the Finance Commission, but any subsequent
variation of the income-tax allocation may be left to be done by the President independently
of any recommendations that may be made by the Finance Commission. I think I am right
in interpreting what he intends to do by his own amendment. The question, therefore, is
a very simple and small one. Should the President be left altogether independent of any
recommendations of the Finance Commission in varying the distribution of the income-
tax between the provinces and the Centre and the allocation of the proceeds of the
income-tax so set apart between the different provinces? The draft amendment as I have
moved provider, that the President shall take into consideration the recommendations
of the Finance Commission in making any variations that he may want to do with
regard to the distribution and allocation of the income-tax. I quite appreciate his
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point of view that, if this was left to be decided by the President on the recommendations
of the Finance Commission, the hands of the President may be so tied that he may have
to yield to the recommendations of the Finance Commission or to the clamour that may
be made by the provinces with the result that he may be forced to do injury to the Central
finances. I share his feelings that the Centre should be made as independent as one can
make it so far as finance is concerned, because in my mind there can be no doubt that
we must not do anything in the Constitution which would jeopardise either the political
or the financial existence of the Central Government, but there is also the other side to
the matter, viz., supposing there was a clamour made by all the provinces, which is,
perfectly possible to imagine because it is their common interest, urging the President to
allocate more revenue to the provinces, would it not be placing the President at the mercy
of the provinces? If, on the other hand, there was a report of the Commission containing
recommendations that the Centre should not give more revenue under the income-tax to
the provinces, it would, in my judgment, strengthen the hands of the President in refusing
to accede to such a clamour from the provinces. If I may use the language with which
we are now familiar under the Government of India Act, the difference between the draft
article as it stands, now and the amendment proposed is that according to Pandit Kunzru,
the President should be free to act in his discretion, while the draft as proposed by me
says that he should act in his individual judgment which means............

Pandit Hirday Nath Kunzru (United Provinces: General): Will the honourable
Member permit me to make my point clear, because I feel that he has probably not
completely understood what I said? May I make clear what I said in one or two sentences.
Under clause (3) of article 260 the President may refer any matter he likes to the Finance
Commission for its opinion. I do not, therefore, want to debar the President from consulting
the Commission in any matter that he likes. All that I am objecting to is that the Finance
Commission without any reference from the President, should have the power to say that
the allocation of the net proceeds of the income-tax between the Centre and the provinces
is not what it should be and that new percentages recommended by it should be fixed.
This is all that I said yesterday.

The Honourable Dr. B. R. Ambedkar : That rather makes the situation far more
complicated because I cannot see how the Finance Commission can make any
recommendation unless the point has been specifically referred to it or included in the
terms of reference.

Pandit Hirday Nath Kunzru : Under sub-clause (a) of clause (3) of article 260 the
Commission may on its own initiative make recommendations on that subject. Let my
Friend read the sub-clause to understand the meaning.

The Honourable Dr. B. R. AmbedKkar : “Any other matter referred to the Commission
by the President in the interest of sound finance.”

Pandit Hirday Nath Kunzru : That is (d). Will the honourable Member refer to
article 260, the article which we are discussing, with particular reference to the clause
that I dealt with yesterday? Sub-clause (a) of clause (3) of article 260 says—

“It shall be the duty of the Commission to make recommendations to the President as to the distribution
between the Union and the States of the net proceeds of taxes which are to be, or may be, divided between

”»

That is the thing that I am objecting to. The power of the President under sub-clause
(d) of clause (3) to refer any other matter that he likes to the Finance Commission will
not be disturbed if my amendment is accepted.
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The Honourable Dr. B. R. Ambedkar: I do not know. The position is quite clear
whether the President is to be left in his complete discretion to make any allocation he
likes with regard to the income-tax or whether he should be guided by the recommendations
made by the Commission. It seems to me that the position of the President will be
considerably strengthened if he could refer as a justifying cause to the recommendations
made by the Finance Commission. It seems to me that the Finance Commission will be
acting as a bumper between the President and the provinces which may be clamouring,
for more revenue from income-tax. I therefore do not think there is any reason for
accepting the amendment moved by my Friend, Mr. Kunzru.

Mr. President : I have now to put the two amendments to the vote. First, amendment
No. 95 moved by Dr. Ambedkar. The question is:

“That for clause (1) of article 260, the following clause be substituted:—

(1) The President shall, within two years from the commencement of this Constitution and thereafter at
the expiration of every fifth year or at such earlier time as the President considers necessary, by order, constitute
a Finance Commission which shall consist of a Chairman and four other members to be appointed by the
President.”

The amendment was adopted.
Mr. President : The question is:

“That with reference to amendment No. 95 of List I (Third Week) of Amendments to
Amendments, for sub-clause (a) of clause (3) of article 260, the following sub-clause be
substituted :—

‘(a) the distribution between the Union and the States of the net-proceeds of taxes on income
which are to be divided initially between them under this Chapter;

(aa) the allocation between the States of the respective shares of the net proceeds of taxes
which are to be, or may be, divided between the Union and the States under this
Chapter;” ”
The amendment was negatived.
Mr. President : The question is:

“That in sub-clause (b) of clause (3) of article 260, for the words ‘revenues of India’ the words ‘Consolidated
Fund of India’ be substituted.”

The amendment was adopted.
Mr. President : The question is:
“That article 260, as amended, stand part of the Constitution.”
The motion was adopted.

Article 260, as amended, was added to the Constitution.

Article 261
(Amendment No. 2949 was not moved.)
The Honourable Dr. B. R. Ambedkar : Sir, I move:

“That in article 261, for the word ‘Parliament’ the words ‘each House of Parliament’ be
substituted.”

[Amendment No. 99 (List 1, Third Week) was not moved.]



