CHAPTER llI

ASSESSMENT OF STATES' REVENUE RECEIPTS AND EXPENDITURES

Tax Revenues

3.1 The basic
States' revenus rece
outlined in the preceding chapter. As indicated in our first report
for 1889-80, the National Institute of Public Finance and Policy
‘was antrusted with a study for estimating taxable capacities by the
“Ropresentative Tax System™ approach. However, the
complexity in the tax systems prevaiiing in tha States and the non-
availabllity of data on tax bases at the required level of
disaggregation led them to use a mix of regression and
representative tax system mathods. Considaring the
woaknesses in the data and methodology used in the study, after
hoiding detailed discussions with some leading aconomists
(Annexurel.5), we preferred o estimate taxable capacities of the
States. using a modified representative tax system mathod.
Accordingly, revenye from each of the major taxes is regressed
on relevant tax bases or their proxies to determine the regression
average effective fates. By applying these averaga rates on the
bases of the taxes in the diifferent States, taxable
capacity was derived. To determine the average rates, howsever,
we have employed a covariance model pocling cross-section
observations over time. The analysis has been done for each of
the major Statetaxes except agriculturaltaxes and miscellanecus
taxes lavied by the States for which no meaningful functional
relationship could be established. In the case of these two taxes,
no nommative estimates have been mada. In the case of Sales
Tax, Motor Vehicies Tax and Stamp Duties and Ragistration
Fees, the regression average effective rates were determined
separately for high income, middle income and iow income
_categories of States. For State Excise Duties, asthere are only 13
States in the sample due to the prohibltion policy in vogue in
Gujarat, the effective rates have been determined separately for
the States grouped into two categories only. The detalled

employed for the estimation is given in the Appendix
4. We may add that the astimates of taxable capacity on the basis
of this méthod have been made only for the 14 Major States. The
methodology used for projecting the tax revenuss of the Special
Category States is outlined later in the chapter,. -~

" 3.2 Thetaxable capachy estimated for the initial year has to
be projectad first to the base year and then for the period of aur
recommendations. in the case of revenues from agriculturaltaxes
and other miscellaneous levies, the actuals in 1986-87 were
projected using the past rates of growth. Inthe Gase of cthertaxes,

ach governing the assessment of the_
and expenditure has already besn

lovel estimatasfor allthe States and have worked outthentherate

-of growth of tax revenuas required during the period to reach the
normative levels by 1894-85. In other words, the: normative

approach to the assessment of tax revenues has been
modaerated. :

3.4 - The prohibition policy followed by certain States like
Gujarat and Tamil Nadu is an issue which we have taken note of.
We-had made a limited allowance in our normative estimata on
this account in 1888-90. The concerned State Governments,
however, have again impressed upon us that the loss of tax
revenue attributable 1o the prohibition policy shoukd be totally
axcluded from the revenue receipts of the State Governments.
This was all the: more necessary as. the prohibition policy
emanated from the Directive Principles of State Policy as
enshrined in the Constitution. The States pleadedthat they should
not be penalised on this account. We believe that this is a question
that should be seitied - at the national level. The Ceritral

.Giovernment should formulate a policy in this regard and make it

clear to what extent and for .how jong the Cantre would
compensate those States which lose revenue on account of
prohibition, taking into account the various aspects of the matier
including the possibility that the States adopting prohibition would
in course of time be raising additional revenues through other

{axes both because of highsr productivity and higher income and
aiso becayse money diverted from drinks would be spenton other

_ taxable commodities. We find considerable merit In these
" submissions of the State and therefore, on reconsideration of the

matter, think that States which have taken courage to clamp fullor

. partial prohibition should not be unduly penalised. Therefore, we

sstimates for the initial year wers projected to 1989-90 ..

using the historical growth rates. For the period 1990-95, State tax
revenues have been normati
oent keeping in view the targeted
and allowing for a price rise of 5 per cent per annum. The rate of
- incrense in the yieid of ditferent taxes has been derived from the
- above projection of aggregats tax revenues, using as a base thelr

r growth rates In the past which were pm rata
zm' .

vely projected 1o grow at 11.6 per
SDP growts.rate of & per cent -

" have notincluded the full taxable

Electric
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liq he n-s;ncucmgory' sum ’-""“m‘m ddopton
uor for the nor cla gory. S which | ad
prohiiition; we have taken into account only 30 per cent of the
sstimated revenue.that woulkd have accruedto Gujarat and Tamil

Nadu, had prohibition not besn In force.
.35 The States of Nagaland snd Mizoram have introduced

prohibition from 1989-90, Considering the weak financial base of

thess two States, wa have, in their case; allowed forthe full loss of

- revenue on this sccount.

"~ Non-Tax Revente

ifiS.G The rnajor aoumuof non-tax rovanﬁbs are interest

_raceipts and dividends, recaipts from forests, mines and minarals
-and imigation works . and . receipts, from depanmentally run

commercial schames lke water supply schemas, mik schemes
and industrial schemes. o

M'(l){lntouﬂﬂocom’ S

3.7 Intersst receipts from institutions other than the State

tricity Boards and Transport Coiporations have been
283UMBC Ih'htoirlth!‘ radually from 2 per cent In 1990-91 and
reaching 6 per cenmt In outstanding as on

1994-95 on loans
jriculturists, howaver, only haif
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Road Transport Corporations) aggregates to Rs. 5046.82 crore at
the end of 1989-90. The successive Finance Commissions have
taken the view that the large investments made in the enterpriges
cannot be allowad to languish without adequate return. We share
their anxiety and concern. We are of the view that, with growing
expenditure responsibilities and developmental commitments
devolving on the State Governments, the State enterprises
should not be a burden on the State exchequer any longer.
Having regard to the fact that the entarprises are incurring huge
losses, the Eighth Commission evolvad arealistic norm assuming
dividends at different rates from different categories of
enterprises. Promotional enterprisas ware raquired to meet all
their expenses and notto provide any return on equity considering
the nature of the responsibilities assigned to them, while financial
and commercial enterprises wera axpected to yield a retum of 3
per cent and 5 per cent, respectively, on their equity capital. We
stipulated the same pattern of returns as |aid down by the Eighth
Commission in our first report for 1989-90,

38. We accept the classification of State enterprises
adopted by the Seventh and the Eighth Finance Commissions.
The classification of enterprises into promational, financial and
commarcial ones seems proper. We also accept the logic behind
the differential rates of dividends as prescribed by the Eighth
Commission. Considering the higher losses being incurred by a
larga number of enterprises in almost all the States, it would not
be realistic - much as we would like - to improve on the rates of
dividends laid down by 1he previous Commission. Thuis we treat
the promotional enterprises as basic to the community and
dedicated to provide service and infrastructure facilities. - For this
reason we are not assuming any retum on their operations.
Financial institutions, however, are in a separate category and we
expect them to provide a minimum return of 3 par cent on the
investments made in them. Commarcial enterprises must
generate a higher return and we assume in their case a minimum
return of 5 per cent. We have, therofore, worked out dividends at
"zero per cent, 3 percent and 5 per cent for promotional, financial
and commaercial enterprises respectively. Like our predecessors,
we have assumed the same absolute amounts of returnin each of
thefive years of the period of ourreport. Statewise break-up ofthe
enterprises, the amount of investments made upto the end of
1989-90 and the amounts of dividends calculated by us in the five-
year period 1990-95 are given in Annexures IH.1 and Hl.2
respectively.

3.10 In regard to the astimation of dividends from
cooperative institutions, we propose to stick to the broad
methodology of the Eighth Finance Commission. That
Commission recommended that cooperative banks, credit
societies, sugar mills, spinning mills and other industrial
cooperative institutions, should yield a minimum average return of
5 per cant. We too recommend the same as this would ensura
recycling of funds and encourage their productive use.
Investments in societies which are engaged in processing,
warshousing, marketing and housing activities and Consumers’
Societies were required to provide a minimum return of 3 per cent
by the Eighth Commission. Given the nature of activities of these
bodies, we consider this rate as reasonabie and apply the sameto
these institutions. We do not assume any dividends from
investments in the cooperative institutions which have been set
up to promate certain socially desirable and welfare related
activities arising out of State policies. Falling in this category are
the societies engaged in aclivities such as dairy farming,
fishermen's cooperatives, labour cooperatives and cooparative
bodies set up as part of Tribal Areas sub-Plan programmes. The
intention is that they should continue o subserve the promotional
and social welfare policies of the State Governments. The
resources which they may generate may be made use of for
improving the quality of their services.

3.11 Wa have accordingly classified the societies into these
thres broad categories and assessed the dividends from them in
1990-91. As in the case of State public enterprises, we assume
the same absoiute amounts of dividends in each of the years ofthe

period of our report. The details are given in Annexura 1il.3,
(ill) Revenue from Forests

3.12 Most of the State Governmaents pleaded before us that
due to the restrictions contained in the Forest {Conservation) Act,
1980 and the guidelines issued thereunder, they would not be
ableio generate revenues fromtheforests in line with past trends.

In fact, some of them were of the view that the revenues from
farasts, excepting those receivable from minor forest produce,
shouid be taken as zero over the five year pericd. We alsohad a
meeting with tha Union Ministry of Environment and Forests
before finalising our views inthis matter, With aview to conserving
our precious forest resources, we have not envisaged any growth
in the receipts during the period of our report excepting for the
growth due toincreasaes in prices by the postulated 5 per cent per
annum. In ctherwords, we have frozen the recaipts in real terms at
the 1988-89 lavals.

(iv) Mines and Minerais

3.13 Inthe case of receipts from items otherthan natural gas
and petroleum we have assumed 1989-90 budget estimates as
the base and applied a growth rate of 8 per cent for the forecast
pariod. Inthe case of receipts from natural gas and petrclaum, the
estimates obtained from the Ministry of Petroleum and Natural
Gas have been adopted.

(v) lIrrigation Receipts

314 The Eighth Finance Commission commented
adversely on the increasing losses incurred by the irrigation
projects. Though it did not assume any return on investments in
those projects, it expected the State Governmentsto make efforts
s0 as to ensure that the raceipts covered at least the cost of
maintenance. The position has since worsenad. The lossas ofthe
irrigation projects which amounted to Rs. 66 crore in 1981-82 shot
upto Rs. 327 crora in 1987-88. In view of this dismal performance,
we feel that assuming a positive return on investmenis from these
projects during the five-year period 1990-95 will be quite
tinrealistic. We havae, therefore, adopted the norm of the Eighth
Finance Commission, namely, that the racaipts should cover at
least the cost of maintenance, except in the case of hill States

where a somewhat liberal norm has been adopled which is

explained later in this chapter.
(vi) Minor Irrigation

3.15 We have assumed that the losses incurred in 1986-87,
will be brought down gradually to one-fourth by the year 1994-95.
Provision for maintenance aexpenditure has been made
separaiely on the basis of norms discussed [ater in this

chapter.
(vll) Receipts from other Departmental Schemes

3.16. The States continue to incur losses on the
departmantally run water supply schemes, milk schemes. and
industrial schemes. The objective in this area should be to
recover the full cost of these services by charging an appropriate
price from the beneficiaries. it would, howaver, ba unrealistic at
this stage to make projections on the basis of this assumption
considering the current operating conditions. We would, howevaer,
like these undertakings to take earnest measures to reduce the
losses gradually. We have, accordingly, assumedihat in the case
of water supply schemes the iosses should ba reduced gradually
by 1994-95 to one-fourth of those in 1986-87. The mik supply
schemaes, baing of a semi-commarcial nature, have been treated
somewhat differently. Intheir case, it has been assumaed that they
should break even by 1994-95. In the case of industrial schemes
we have assumed a positive return of 5 par cent by 1984-85.

(vili) Returns from investments in Power Projects

3.17 Thefinancial performance of powar utiities, particularly
the State Electricity Boards, has been a mattar of deep concem.
The poor performance stems from a wide variety of factors
including poor operating efficlency, lop-sided tariff structure,
disproportionately high transmission and distribution losses, and



delays in the construction and commissioning of the power
projects. A number of Boards has been incurring heavy losses
year after year. Thesa utilities in which the States have invested
vast resources cannot afford to continue with such iosses. This
affects not merely their viability but even the overall availability of
resources required to fund the steadily growing Plan programmes
in the Power sector. )

3.18 We are aware that it is necessaty to keep in view the
capital intansity of the power projects and the long gestation
pericd that their construction and commissioning involves. We
have also noted that the Boards have an unfavourable capital
structure without any equity component. However, we regard the
Boards as commercial undertakings liable to provide a return on
thair investments. This is in line with the latest amendment in the
Electricity (Supply) Act, 1948, which stipulates that the Board
shall leave such surplus as is not less than 3 per cent ar a higher

percentage on its net fixed assets in service after meeting its:

depreciation and interest liabilities.

3.19 As mentioned earlier, we expect the State Electricity
Boards, Central Sector Undertakings and State Departmental
Undertakings to run on commercial principles and to yield a
minimum rate of return on their capital investment. But the
minimumn rate of return we prescribe should not be unrealistic
given the situation at the start.

3.20 While examining the finances of the Boards as they are
structured today, we cannot ignore the fact that a sizeable
segment of the programmes currently being undartaken by them,
panticularly in the rural areas, is virtually directed towards the

fuffilment of certain socially desirable objectives. As suchtheyare

unlikely to generate sufficiently remunerative retums. Taking ail
the relevanttactors into consideration, we have, firstly, forworking
outthe return, reduced the outstanding loans as on 31.3.1990 by
the amount tied up with works-in-progress (with 10 percent of the
value as on 31.3.1930 added on to the net outstanding loans in
each year presuming the overall gestation period of the project to
be 10 years) and by that attributable to rural eledirification
schemes. Secondly, we have prescribed a gradually rising rate of
return starting from 3 per cent in 1980-91, increasing by 1
percentage point in each succeeding year and reaching the
maximum of 7 per cent in the terminal year of the five-year period
(1990-95). '

3.21 Besides the Stale Electricity Boards, there are at
presant seven departmentally-run power undertakings in
Arunachal Pradesh, Goa, Manipur, Mizoram, Nagaland, Sikkim
and Tripura. These undertakings are stili fairly small in tarms of
the scale of their operations. In some of the North-Eastern States,
the level of indigenous generation is aimast insignificant and they
have to import power from the neighbouring States atafairy high
cost. The problems are further compounded by the low ioad
scattered over a vast geographical area. We have also taken note
of the inherent disabilities in the operations of electricity
undertakings in the hill States, The cost of operations in the hill
States is high in view of the insignificant load, difficult terrain and
widely dispersed population. Considering these handicaps and
1aking into accountthe fledgling status of the operations in some of
these States, we consider it appropriate not to.prescribe any rate

of return in their cases. This applies 1o the departmentally-run
power. undertakings in Arunachal Pradesh, Goa, Manipur,

Mizoram, Nagaland, Skkim and Tripura and the Boards in the

Spaecial Category States of Jammu and Kashmir, Himachal

Pradesh, Maghalaya and Assam. Estimates of State Govemment
loans to the Siate Electricity Boards ) at the end of
1989-90 are shown in Annexure li.4 The amounts of return

mod(ed out on the basis indicated above are shown in Annexure
.5, -

Returns from Investments In Road Transport
Undertakings
3.22 The State Govemnments have made substantial

invastments in Road Transport Undertakings. Most_of the
Undertakings in the States have been set up under the Road

Transport Corporation Act, 1950, although there are a few
departmental undertakings and, as in Tamil Nadu, there are also
some government companies. For our purpose we have treated
all such undartakings on par.

3.23 Saection 22 of the Road Transport Corporation Act
stipulates that the Corporations should carry on their activities on
"business principtes”. This requirement has not been fuffilled by
most of the Corporations. Wa have noticed that many of them are
not able to produce sufficient surpluses to provide for depreciation
and pay interest and taxes. Some of the Undertakings arenotina
position to cover even their working expenses, A certain measure
of contribution is expected of these Undertakings for reinvestment
through generation of surpluses, but this is not forthcoming at all,
Barring afew exceptions such as the Andhra Pradesh State Road
Transport Corporation and the Haryana Roadways which have
bean making sustained surpluses and the Corporations of
Maharashira, Rajasthan and Uttar Pradesh which have shown
profits duririg 1987-88, all other Undertakings, by and large, have
bean showing dismal results; theirtotal losses in 1987-88 amount
to Rs. 82.65 crore. The details are brought out in Annexure
HLe.

3.24 Several reasons have been adduced for the fosses of
these Lindertakings. Our attention has been drawn, in particular,
to factors like unrealistic fare stricture, increased cost of inputs,
growing burden of interest on loans and the compulsion of
"socially oriented” concessions which the Undertakings are
obligedtcprovide. In the hill Statesthe Undartakings havetobear
the addiional burden on account of greater wear and tear 10 the
tolling stock and higher operating costs. On the other hand, it is
argued that, as a matter of policy, the fares cannet be built high
enough to cover cosis so that the means of transport remain

cheap for the cammon man,

~ 3.25 These constraints are too well-known. However, itis a
recognised fact that operations of Road Transport Corporations
are less complox than those of the power system. Investmants in
road transport have a much shorter gestation period. Moreover,
there is greater scope for manoeuvre in their operations to meet
temporary or even day-to-day situations. Though, sometimes, a
fare hike may become unavoidable, it would be clearly incorrectio
assume that improvement in the financial performance in most of
the Undertakings is posaible only through an upward revision of
the fares. As a matter of fact, we notice that there are several
avenues available for effecting structural and operational
improvements in each of the Undertakings. Annexure III.7
identifies the areas of improvement and the possible means. For
instance, most of the Underiakings in the States have in-house
maintenance facilities at the depot, divisional or central levels. it
should, therefore, be possible ¢ control the down-time of the
buses with proper and efficient monitoring of rolling stock with
consequent improvement in their fleet utilisation. Similarly, the
{oad factor/occupancy ratio could be improved by remunerative
charting of bus routes and adequate scheduling of services. The
staff-bus ratio also can be brought down through an appropriate
deployment of staff. With suitable improvement and proper
control of the physical performance of traffic operations, it is
possible to secure higher earnings and reduce operating costs.

.32 We have noted that even though most of the
Undartakings are running at losses, there exist large variations in

‘the individual performances in terms of certain identifiable

parameters such as stafi-bus ratio, fleet utilisation, load factor and
revenue eaming kilomelerage per vehicle per day. While
acknowladging the fact that there are constraints within which the

- Undertakings have to operate, we cbserve that, to a considerable

extent, inefficient management and outmoded financial practices
are responsible for their present plight. Despite exhortations of
the previous Commissions and the approach adopted by the
Seventh Commission .which assumed a phased increase in
relurna on investments of the State Governments in these
Undertakings, no serious effort appears to have been made to

- improve their operations. Since most States have no revenus

surplus for capital investmerit, the capital contribution to the



Undertakings comes mainly out of borrowed funds which is
becoming costlier year after year. We are aware of the difficulties
faced by the Undertakings and also the increased cost of
borrowings in recent years. Hence we recommend that the
Undertakings should achieve a return of 8.5 per cent in a
graduated manner. That is, we are postulating the Road
Transport Undertakings in the non-hill States should give a return
on the investments at the rate of at least 1 per cent in 1990-91, 2
percentin 1991-92, 3percentin 199293, 4.5 percent in 1993-94
and 6.5 percent in 1994-95. The returns on the investments made
by the Governments of Goa , Gujarat , Kerala and West Bengal in

thair Inland Water Transport Undertakings have been assessed in
the same way. \

3.27 As regards Hill States and hill areas of the non-Hil
States, we have to keep in view the difficult operating conditions
leading 10 higher operating costs. We therefore, recommend
that the Transport Undertakings in these Staies and those
catering to the hill aress in other States should at least provide for
depreciation in full, after mesting their working sxpsnses.

3.28 The retums on investments assesed on th¥ above

basis for the petiod 1990-91 to 1994-95 are shown in Annexures
lIE.8 and 1iL.9.

- Grante-In-aid from the Centre

3.29 The Central Government gives grants-in-aid to the
States for mesting expenditure on a numbar of non-Plan heads.
We have assumed that all these grants would continue to flow to
the States onthe existing basis. Accordingly, inour assessment of
the revenues of the States we ha:o taken credit for these grants-
in-aid by providing for expenditures cormresponding to them.
However, the grants which are given for meeting expenditure of a

capital nature such as on bordu and strategic roads have been

omitted by us.

Special Category States

3.30 The States of Arunachal Pradesh, Himachal Pradesh,
Jammu and Kashmir, Manipur, halays, Mlzoram Nagnland
Skkim anépounund also Assam form a distinct group requiring
scmewhat diffarent treatment from what we have accorded to the
non- States. This applies to the state of Goa as
well. K g in view the special festures of the Special Category
States and the historical background in which these States came
1o be consttuted, we have adopted a liberal approach in
assessing thelr receipts as well as expenditures. We have firmed
up their estimates of receipts and expenditures for the base year

1989-90 by taking into consideration the budget estimates or the.

latest estimates received from these States. In some cases the
intended purpose was served better by taking the actusis of the
(atestyear for which they were available and projecting tothe base
year 1989-90 by adopting the-State- specific past growth rate.
Having provided sdequately for the base year 1989-90, the
projaction of revenue and x| res for the forecast
_period has besn done atthe rateof 11.5percentand 7perd por
"annum, respectively. Wheraver norms have been appli
aroonarnorolborllhnhmmformomn-Spodll Ogo
States, Homrlhonudforovot-alﬂwddhdpllmonmom
of the Special Category States is as as in the
other States. The States must take effective cotrective m
10 reverse the current trend of growing deficits. There isdurge
n«dbaugmntthotmnuomoobhmdundointho

dispreportionately high growth in expenditure. Keeping themin

view, an the base arrived at for 1988-90 revenues havk been

projected to hmmdﬂﬁwmntporanmmduﬂngthopoﬂod
1980-95,

Non-Pl.n Revenue Expondnum

331 We . have " estimiéd
cxponditurnunmohuhdlmmltm assessment of "needs”.
Such an approach s expected to help. whether States provide

the . non-Plan mm g
based on

their people with a certain minimum standards of
‘SOIVICES.

3.32 The esstimation of normative non-Plan revenue
sxpendiures for the 1990-91 © 1004-95
invoives two distinct st first is the estimation of
expenditure needs of Stllulnabmymmd
second, making projections for the period 1980-81 to
1994-06. The estimation of expenditure needs was
found 10 be extremely dificuk ss k invoived the
quantification of the units of public service provided and
o iy o puk gooss rakes M
and npn-m
both 1o assess the demand for thése goods and
measure the standards of public services supplied. Tho
output of public ‘services Is, therefors, generally

1 be od jos
mt:oml:\“bmr bytdthglnpmmx

.33 Fotmopupouolmnon-ﬂmupondmu
needs of the Sistes on a normative basis, we have
dnu!ﬁodlho sxpenditures into three categories:

)] those items of expenditure which depend upon either
_ the stock of monetary Kabilitles, such as interest
payments, or the stock of .assets such as
maintenance expendiures on roads, buildings and
Inigaﬁonvmkl

(i) thoseltemsofregularand rowrrlnnoxpmdlwuwhou
ievels of service can be measured by making statistical
analysis of the revenus expenditures; and

* () those tems of revenue expenditures which cnn be
' reckoned nelther onthe of statistical anamh nor
on the basis of engineering norma.

wWQMvmeonﬂonthnmmwmidhnbly

In our work on account of paucity of data on lwi:o
vwhlydsubjodsdupl!owrponhomdlorhtoohhht o
same, We, therefore, had 10 raly upon: the use second-best,
-lhmlllvo hchnithrour analynb Thm are discussed

below:
: Omaorv (U]

3.3 Thomaiorlmdcxpnndlunhl&mhthhmry
are interest paymaents and mnlm.nmo(enplhl

~ Imerest payments _
- 398 mmwwmosmmmmmmmn
computed in two stages. In the first stage, interest due

in 1990:91 with respect tothe borrowings upto the efid of 1989-90

" have baen workedd out with refsrence 10 the actual terms thereot,

Thereafter, in the second stags, we have inducted a normative
elament in respect of interast payments for the period 1991-9210
1994-05. In the past, borrowings have been resorted to by the

-States in a beral manner and, al times, onquits stringent terms to

modﬁnirimmndiﬂoroquinmmdhug-d their long-term
olfacts. Against this background, we consider It appropriste to
apply & Mmdizpﬂwnmlyonﬂnooﬁmwm
payments in 1080-91 for the next four years, L.e. 1991-95 . This
would cover tha lisbility on account of the fresh loans during the
five year 1990-95. While deciding the normative growth rate of
twmmmmmwmmu
in our scheme of _ the States are better placed in
mesting their mukmmhhomrm
mmhmummmmummmem
restraint in the future in the Mmalter of borrowings. - The States
themsalves should raise adequate revenue rescurces 3o as to
finance st lesst their current requirements in full measure.

. Maintenance of Capital Assets
mmwmambymmemm;md
caplital -assets rigat works, buildings, roads, e
norms oblained from the concemed
provisions are restricted 10 assets

cmrdorgmbm



created upio 1989-90 as the assets created thereafter would,
under the present sysiem, be maintained on Plan account. As
indicated earlier, mononnlhmbunlpplodhagududod
manner. .

@) mwmmm-

“ 338 For the maimenance of works, the Eighth
Finance Commission ammdﬂliwporhoomolor
the ulilised potential (including special repairs and regular
establishment) and Rs.30 per hectare for the unutilsed potential,
whh an increase of 30 per cent thereon for hill States.

3.3 The Ministry of Water Resources recommendediousa
basic norm of Rs.180 hactare for the maintensnce of the
utilised potential. In , k recommanded Rs.85 per hectare
mmummmuwamnwmw
repairs (with Re.25 per hactare extra for areas having drainage
problems). With this, the total cost comes 1o Rs.281 per hectare.

mmqwmmmmm should
be for sacalation in cost. As regards the
unuti potomhl. mwwmmmhmm
per hectare.

3.4 Thommsuwwwlﬂnhtqblﬂnuﬂlud
potential are found Yo be on the very high side, being nearly three
timas the norms  adopted by the last Commission. Taking into
mumomdnbnhﬂnwﬂdwwmm a nom of
Rl.1mpuhmnmrommbbbmlnthoeuod
utiiised potential. As forthe unutiiissd potential, we have sccepted
the rate of Rs.80 par hectare recommended by the Ministry. We
. have aiso provided for a price increase at the rate of 5 per cent par
annum. Having regard 1o the low: level of cumeit maintenance
narmmhmmMMrcwhubnnm.d
to be reached in a graduatad manner by the end of the period.

3.41 ' On the basie of the deta obtained from the Planning
mm mmﬂdmjﬁﬂ;m?cmmmduﬂkmn
n polentia} ] orested upto 1989-90
mm—:ogmmmbnpumwmuﬁwm
989-00(Estimated).
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poor in some States. We sharé the concern of the last
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potential into use as expeditiously as possibis. For this
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per oent Gos, Gujarst, Himachal Pradesh,
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. maintenanca expenditure required in the year 1989-90

{Assam,
Masharashira). We have, iri our sstessment assumed that inthe

case of States falling
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the potential sstimated to be
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109405, and that inthe case of Btates fall (i)and
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343 As stated sariier, we have sssumed gross from
the major and medium irigation works 10 bo 10 the
maintenance o provided by uumhoh.hofnormln
wmmﬂu Mdh only. imqmbthom
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cover the normal expendiiure have been
assumed in the case of unutiised Annexure .11
showsthegross working and net retums inthe

receipts, AXpAnse
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3.44 While g 1or maintenance of major and medium
Irvigation projects, we felt that Loktak iake in which iathe
largest naturai lake in sastem Indis requires ‘ I

)

have therefore, provided an additional sum of Rs, 15 crore ior the
maintenance and preservation of the Lokiak lake.

Flood Control Works

3.45 Onthe basis of data on Jength, height and age of the
embankments and the discharge of the drainage
channels which It could obtain, the Ministry of Water Resources,
gave us at our request, suggestions regarding the level of
in
sccordance with the norms recommended by the Expert
Committes by the Ministry. However, as the Ministry
could not get the data from all the States and the data received
were also not up to the mark, we decided to have a parallel
exercise conducted in order to work out the maintenance

re in of flood control works on tha lines
attempted by the Eighth Finance Commision. For this purposa,
wederived the expenditure inthe base year 1989-90 by applying a
growth rate of 10 per cent to the actual non-Plan expenditure on
this account for the year 1987-88. Having done that, we made a
comparison of the two sets of figures for 1989-90 and adopted the
higher of the two. The projections for the next five years have
been done on the basis of a growth rate of 7 per cent per annum
and are shown in Annexure IIl.12,

3.48 Therecurrence of floods in North Bihar creates havocto
the State’s economy and this was brought 1o our notice quite
tellingly during our field visit. The State Government has already
prepared a long term Plan involving construction of a reservoir in
the catchment areas of the river in Nepal. As a medium term
solution,the State Government suggested the strengthening and
controling of embankments. - The long term project for the
drainage scheme preparad by the State Government is already
with the Planning Commiasion. The project merits the support of
the Planning Commission. We have made adequate provision for
the maintenancs of the flood control worko in North Bihar.

(i) Minor irrigation

3.47 - We could not adopi a normative approach in makmg
provision for the maintenance of minor irrigation for want of the
requisite data. We, thereiore, worked out the estimated
requirements for 1689-90 by applying & growth rate of 10 per cent
tothe actual non-Plan expenditurefor the year 1986-87. Thelevel
of sxpenditure for 1989-90 so derived was further stepped up at
the rate of 7 per cent per annum for the period of our report.

(iv) Maintenance of Roads

3.48 Provision was made by the Eighth Finance
Commiasion for the maintenance of State highways and other
roads, on the basis of the norms recommended by the Expert

Committes (1988) and the Malhotra Committes (1878)
" respactively.

n May, 1988 the Ministry of Surface Transport
appoinied a Study Group 1o update the norms recommaendsed
by those two committess. Based on the prices of chips and

. other materials used for the maintenance of roads, this Group

divlddthocoumryhloqb:mnunndrommmondoduplrato
mainisnance norms for sach zons. These norms as set out in
Annexure H1-13 were approved by the Trlmport Dovobpmont

_ 3.0 Wa obtained from the State Governments information
a8 10 the length of State highways, major district roads and other
toads. “The data received was updated to 1989-90 by foliowing
the Staie-apecilic rend registered during 1982-88. Applying the
norms of the Study Group 1o the road length in different States, we
dnrlvodm estimates of maintenance expenditure in respect of

3.50 ﬁmhnonmrmmmdndodhyﬂn&udy(iroup



per cent and 4 per cent of the expenditure, respectively, in each
year.

3.51 The estimatas of provisions for maintenance of roads
worked out in the manner described above came out to be much
higher than the present levels. Such higher levels cannot, in any
case, be reached in a short spanoftime. Hance, we restrictedthe
provisions for 1994-95 to a maximum of 220 per cent of the
amounts allowed by the Eighth Finance Commission for 1988-89.
As these provisions were at 1989-90 prices, we made an
allowance of § per cent par annum to account for the effectof price
rise during the next five yaar period. Tha provision thus worked
out for 1994-95 has been assumed to ba reachad in graduated
staps, keaping in view the current level of expenditure. Annexure
.14 shows the provisions allowed to sach State for the
maintenance of roads over the period 1990-95. These includethe
provision for maintenance of the roads of local bodies as weil.

(v) Maintenance of Bulidings

3.52. We obtained from the Siate Governmaents data on the
plinth area of buildings at the and of March, 1989 by three broad
age groups viz., 0 to 20 years, 20 to 40 years and over 40 years,
Tha data were scaled upto March, 1990 by applying the trands
witnessed in the preceding years. As the Central Public Works
Department maintains the Central Government buildings
throughout the country, we thought it proper to make provigions
for the maintenance of State Government buildings also on the
basis of the same norms as are followed by the CPWD with
suitable allowance for price increases. Thase norms are shown at
Annexures |li-15A and HI-15B.

3.53 The norms for the hill States have baen adjusted
upward to the extent of 50 per cent for residential buildings and 25
per cont for non-residential buildings. Additional provisions of 16
percentand 4 per cent of the expenditure worked out on the basis
of norms have been aliowed for establishment chargas and tools
and plant, respectively.

3.54 We found that the annual provision worked out in the
above-mentioned manner came out to be eithar very low or very
highin some States. We therefore, decidedto moderateitsoasto
ensure that no State would ba provided in 1994-95 less than 180
per cent and more than 220 per cent of the annual provision made
for this purpose by the Eighth Finance Commission. On this a
price increase at the rate of 5 per cent per annum has also been
allowed. However, in view oftha low leval of current maintenance
expenditure, the normative expenditure has been allowed to
increass in a graduated manner during the forecast period. The
provisions made on this basis for the five years 1990-95 are given
in Annexure 1I.16.

Monitoring of the Malntenance Expenditure

3.55 Wa find that successive Finance Commissions have
mada_provision for maintenance expenditure based on certain
enginesring narms but the expenditure incurred in actual practice
by the States has bean far too low relative to the norms as wel as
the requiremants for the maintenance of the assets even on a
minimum basis. There appears to bé a strong preferance for the
creation of additional assets with littie attention being paid 1o the
maintenance of assets already created. In the process, the
quality of the assets and their useful life span decline steeply. The
neglect of maintenance is an unhealthy practice and must be
discouraged. The amount required for the maintenance of the
existing assets should be the first charge on the resources of the
States. Wa would even suggest that the Planning Commission
should be given a special responsibility for ensuring that the
maintenance of the existing assets in the States is in no way
compromisad. At the time of assessing the resources for the
State Plan, the Planning Commission should take special care to
|:{ansure that the maintenance expenditures are fully provided
or.

Category (li)
3.56 In the case of items of expenditure falling under this
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category, we could estimate cost funclions using regression
analysis. The detailed methodology for assessing the
expenditure needs using this analysis is givan in Appendix 5.

3.57 Inorderto astimate the non-Plan revenue expenditure
"neads”, we have attempted to estimate tha cost functions of non-
Plan expenditures classified into suitable categories under
general, social and economic services. Expenditure "needs”
under general services have been defined as the justifiable costs
of providing the average standards of services. In the case of
social and economic services, however, the justifiable costs of
providing the existing standards of services have been taken to
raprasent "neads”. The "needs” so estimaled give us the
normative assessments.

358 Since expenditure nesds have been derived on the

.basis of the estimated cost functions. expenditure variations

among the States are attributable to differences in tha quantity of
public service provided and in the costs of providing them. Here,
wa have fried to separate the cost factors within the control of the
State Governments and those beyond their control.

3.59 After estimating the effects of various quantity and cost
variables on the expenditures of the States, we mads normative
estimates of the expenditures for the year 1986-87. As stated
above for general services, the estimates represent expenditures
that would be required to provide the average standards of
services aid for social and economic services, they show the
requirements of providing the existing standatds of sarvices on
the basis of the quantified behavioural relationship.

Provision for parity of pay scales.

3.60 We may mention here that the expenditure estimates
derived onthe basis mentioned above take into account the salary
revisions done by the States only upto 1986-87. Many State
Governments undertook salary revisions for their amployees
following the implementation of the
recommendations of the Fourth Central Pay Commission by the
Governmaent of India. Almost all the State Governments and a
number of employees' associations in different States made
strong representations to us emphasising the need to bring about
parity in the pay scales of State Government and Union
Government employees.

3.61  Parity in pay scales is a subject of considerable
discussion and debate. Pay parity, however, should not be
viewed in total isolation. The frequency and the periodicity of pay
révision must also be kept in view. Itis necessary to mention here
that although the scales of pay in some States are lower than the
camparable Central scales, the total emoluments of acomparable
State employee could be higher than his counter-part in the
Central Government due to the frequent revision of scales in the
former. Tha emolumants that an employee gaets is a function not
merely of scales of pay but also the frequancy of pay revision, the
weightage and fixation benefits givento the employee at the time
of sach pay revision, the existence of automatic grade promotion,
revision of other allowances consequent on the revision of pay
and proportions of promotions post o the feeder posts. We have
made provision for parity only in tarms of basic pay. This hasbeen
done by taking into account the differance in the scales of pay
pravailing at the Union and the State Governments levels for
representative categories of employees. We made a comparison
of basic pay of salected categories of employeas in different
States with that under the Union Government by notionally
adjusting them to the CPl level of 608 to which the pay scales of
the Central Government employees , as revised by the Fourth
Central Pay Commission, are related. Whereverthase notionally
adjusted amounts were lower than the basic pay under the
Central Government, additional provisions have been madeinthe
manner as explained in Annexura l1L.17.

3.62 The estimated expenditure on pay parity was then
adjusted to conform to our normative expenditure estimates. For
this purpose, we first segregalad the non-Plan component by
proporticnately adjusting the total provision on the basis of the



expenditure and normative expenditure in each of the major
States in 1986-87. '

3.63 The expenditure needs thus estimated for 1986-87
were required to be projected to the period of our
recommendations. This has been done in two stages. in the first
phase the normative expanditures have been projected to the
base year 1989-90 by applying the average historical growth
rates for all States adjusted partially for paeriodic revision in the
salaries by the States. It should be noted that uniike in the case of
the Central Government where the salary revision subsequent to
ihe recommendation of tha Fourth Pay Commission was done
after thirteen years, in a majority of States, the scales have been
ravised more frequantly contributing to the growth of expenditure
by a substantial margin.

3.64 Asthe provision for parity in the pay scales has been
mads separately, the rate of growth of expenditures had to be
adjusted to axclude partially the effect of periodic revision of pay
scales in the States. We, therefore, applied the growth rate of 13
per cent par year on the normative expenditures estimated for
1986-87 (historical growth-rate being 14.5 per cent), to estimate
the expenditures in 1989-90. The salary revision as computed by
us was added to this provision.

3.65 The normative estimates of expenditure arrived at for
1989-90 thus constitute the expenditures at justifiable costs, At
the same time in the case of general administrative services, the
cost of providing the average standards of services has been
taken into account. We must state in this connection that the
overall effect of expenditure assessment has been 1o reckon the
non-Plan expenditures of lass developed States at a level higher
thanthaeir actualievel. Thus, the overall effect of the application of
the norms has been equitable, as may be seen from the details
given in Appendix 5.

3.66 In the second stage, the normative estimate of
expenditure arrived at for the base ysar was projected to the
period 1990-91 to 1994-95. in making projections, wa have been
guided by the consideration of phasing out revenue deficits by the
terminal year of the period of our Reporl. This would require
rastricting the rate of growth in non-Plan expenditure so that the
imbalance betwean the growth of revenues and expenditures is
aliminated. Achieving overall balance in the revenue account is
possible only when we succeed in limiting the rate of growth of
expanditures. This means that the State Governments can il
afford to increase their axpanditures substantially in real terms.

3.67 Considering these factors, we have provided for only
moderate increases in real expenditures. Given the overall
assumption of 5 per cant increase in prices, provision for increase
in prices alone would result in the growth of expenditures by 4 per
cent, as the major component of expenditures, i.e., wages and
salaries, was found to increase by 0.75 per cent for every ona per
centincrease in prices in the past. In addition, we have assumed
that the expenditures should increase at a rate marginally higher
than the increase in population, considering that the public

sarvices, by and large, are maeant 10 serva the entire population.

Therefore, we have assumed 3 per cent growth of expenditure in
realterms. Thus, we have projected the non-Plan expenditure for
the period 1990-91 to 1994-95 assuming a growth rate of 7 per
cent per annum.

3.68 It is necessary to mention here that achieving the
normative levels of expanditure right from the first year of our
recommandation may not be feasible. In the case of those States
for which normative levels were reckoned lower than the level of
their actual expenditures, severe hardship would result if the
normative levels were to be assumaed from the first year itself.
Similarly, in the case of the States whose actual expanditures fell
short of the normative levels, it might not ba realistic to assume
that within a year the normative levels would be achieved. We
have, therefore, phased out the expenditures so as to reach the
normative levels by 1994-95. For this purpose, we have restricted
the diffarence between actuals and normative estimates by one-
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halfin 1988-90. Taking these as the basa year estimates, we have
phased the expenditure growth 1o reach the targetied level in
1994-95,

369  While finalising the level of non-Plan revenue
expenditure, we have not made any exclusive allocation for
upgradation of such administrative services as Training, Jails,
Judiciary, Police and Revenue Administration. We do realise the
assentiality of these services and the need for their improvement
and upgradation. We have, however, not recommended any
specific grants-in-aid for such upgradation, because the need for
upgrading these services in States where they are below average
level has beean taken care of in the norms which we have adopted.
Our experience is that these sectors are generally starved of
funds in a zeal 1o conserve resources for the Plan. It is desirable,
no doubt, to make economy in non-Plan expenditure and to make
resources available for financing alarger Plan. We feel, however,
that it would not be advisable to do so at the cost of the efficiency of
the basic administrative services. The requirements of these
services should be met in adequate measure. We, therefore,
suggest that a Commitiee may be constituted in each State
underthe Chairmanship of the Chief Secretaryto ensurethatthe
legitimate requirements of these basic services are adequately
met.

Category (iil)

3.70 The notable items of expenditure which fali in this
category are elections, pensions and retirement benefits and
social security and welfare.

Elections

3.71 Provision has been made for expenditure on ragular
election machinery, We have also provided fully for the conduct of
Stale assembly elections wherever it will become due during the
report period. This has been done on the basis of tha information
obtained from the Office of the Election Commission. Full
allowance has been made to accommodate the additional cost
arising from the enlargemant of the electorate following the recent
fowering of the voting age.

Pension and Retlrement Benefits

3.72 Inthecaseof pensions, no data are available aboutthe
numbaer of pensioners in different pension ranges. Most of the
States have already revised thair scales of pay and the impact of
the revision on pension and other retirement benefits would be
reflected in the pension figures in the budget estimates for 1989-
80. We have, therefore, projectad thae provisions in the budget
estimates for 1989-90 by applying a growth rate of 7 per cent to
work out the estimates for each year of the report pericd. The
impact on account of revision of pay scales subsequent to the
presentation of the budget has also been taken care of.

Soclal Security and Welfare

3.73 Provision for old-age pension has been made by
allowing a pension of Rs.100/- per month to 0.2 per cent of tha
population of each State as par the 1981 Census. in the case of
Spacial Nutrition Programme and food subsidy in States lke
Andhra Pradesh, Gujarat, Kerala and Tamil Nadu, the
expenditure as provided in budget estimates for 1989-90 has
been adopted as the base and projected at the rate of 7 per cent
per annum. The expenditures on other programmas have been
worked out by taking the actuals of 1986-87 and projecting the
same at the annual rate of 10 per cent till 1989-90 and 7 per cent
over the subsequent period of our Report.

Other Expenditures

3.74 Somae of the north-eastarn States represented 1o us
that for want of funds they had not been able to build
accommodation for housing their capital. They requested us to
consider giving grants for construction of secretariat, high coun
building, government residential buildings and similar other
facilities. We urge the Governmant of India to consider the entire
matter and provide appropriate assistance.



3.75 To commemorate the memory of the entry of the INA
and Netaji Subash Chandra Bose on the Indian soil, the cltizens of
Mairang (Manipur) erected a memorial in 1956. The memorial
consists of a modest museum-cum-library, a life size statue of
Netaji and a pillar in honour of Indian National Army. This
memorial is managed by the Government of Manipur. The
Commission feels that this national heritage needs to be
conserved,improved and fostered as befitting the memory of
Netaji and INA. The Commission would suggest that the
Government of India undertake the expenditura in this regard
which may amount to Rs, 10 crore . Wae are confident that our
assessment of non-Plan revenue expenditure of the Centre can
easlly accommodate & provision of Rs.10 crore inthis regard.

376 hwas representad tous by the Governmelnt ﬂlanipur
intar alia that a time bound comprehensive and integiatéd project
be taken up to solve the problem of jhoom cqh'ﬂtatﬁgn. The
estimate givan to us for undertaking this programme way Rs.45
crore at the rate of Rs. 28,000 per family. This probfém, inffact, is
not peculiar to Manipur alone as it obtains in all the nbith-egstern
States. Wa undarstand that schemes to tackle this problem are
baing taken up as pari of the Plan exercise. In view of the
imperative necessity 10 meet this problem, we expect that
Planning Commission and the State Governments together would
draw up and implement a comprehensive Plan.

3.77 The Government of Sikkim approached us with a
proposal for assistance for construction of an airstrip, which,
according 1o them, was vital for the State in view of its:strategic
location, difficult terrain and frequent landslides digrupting
communication link with the rast of the country. We are colvinced
of the genuineness of the State Government's demandkiivhile
proceeding to Gangtdk, we ourselves got stranded because of a

massive landsiide on the way. We would, strongly urge the

Governmentof Indiato take uptheconstruction of an airstripinthe
' Committed Liability

3.78 In the assessment of non-Plan revenue expenditure of
States, we have wmvuodfor committed liability of the Seventh
Plan Schemes. Weparture from the practice adopted sofaris
intended 1o cotrect what we consider io be an unsatisfactory way
of providing forthis abillty. As repeatedly stated by the previous
Finance Commissions, I is extremely difficult to assess correctly
the committed ilability. So the previous Commissions adopted on
ovarall percentage of the revenua expenditure of the base yaar
State Plan as a reasonable estimate of committed liability. As
those Commissions dealt only with non-Plan revenue account,
they had to assess the committed liabllity in some manner and
they followed a method reasonabile and feasible in that situation.
However, the Ninth Commission is in abaetter position inthe sense
that our terms of reference imply assessment of the entire
ravenue account including Plan expenditure. Tharefore, we have
examined whather there is a better way 1o tackle the issue of
commitied liability. The resukt of our analysis in this regard is the
finding that to deal with committed liability in an isolated manner
without a linkage to new Plan revenue expenditure can be
misleading. What is worsae is that such an exercise couid lead to
wasteful expenditure. A substantial part of the Plan revenue
expendiureis on staif and allled items. The expenditureinthe last
year of a Plan is the cumulative expenditure buil up over the five
years of that Plan. W ail that staff and allied expenditure are
transferred to non-Pian side when the new Plan stars, the
expenditure for the same tem (many of such schemes continue
from Plan to Plan with or without some alterations) should, in the
first yoar, be substantially less than that of the final year of the
previous Plan, Butin actual practice, in mostcases, the firstyear's
Plan is higher than the Plan outiay of the previous year and each
Union Ministry or State Government Depariment insists on getting
acofresponding increase intheir shares of that outlay also. Inany
case, the system In iis totality does not have the resources to
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transter a substantial part of the revenue expenditure of the
terminal year of a Plan to the non-Plan side and provide, in
addition, a higher amount for the ravenue expenditure of the first
year of the new Plan. This is particularly true of programmes
under Education, Family Welfare, Extension Schemes in
Agriculture, etc.

370 Fromthis analysis, we have coma tothe view that what
i required is to provide funds for normal gradual increase inthe
revanue expenditure of the last year of a Plan into the next Plan

" also. How much of that provision should be actually transferredto
" non-Plan and how much should be retained as part of Plan should

be dacided by the States and Centre (for Central Plan) in

. consultation with the Planning Commission. This should be
" based on aclose scrutiny of the schemes with substantial revenue

“m

expenditure component and not on the basis of a rough overall
percentage. In a fiscal exercise fike ours, that type o detailed
analysis is not possible nor is it necessary provided we ensure
adequate provision for total revenus expenditure.

3.80 Consistent with this perception, we have not provided
separately for committed liability, but we are providing {as
explained in “Chapter VII) for reasonable growth in Plan
expenditure of both the States and Centreoverthe cowresponding
outfays, from the first year of the Eighth Pian onwards.

381 Before we conciude this Chapter, we would like to
mention that the Commission's Secretariat had prepared two
alternative sets of exercises to project the tax revenues and non-
Plan revenue expenditures over the period covered inour sacond
report. The details of the first exercise are available in Appendicas
4 and 5 of the report. A separate exeicise was also done o
aestimate the tax revenues and the non-Plan expenditures of each
State in the traditional manner. For this exercise, the data for the
base year (1989-80) was firmed up by applying fo the actuals of
1986-87, duly cleaned for non-recurring and abnormal tems, the
State-specific long term rates of growth and keaping fully in view -
the budget and the latest estimates for tha year 1889-90 as
recaived from the States. The latest developments which cameto
our notice following our maeeting withthe State Governments wers
also taken into consideration in finalising the basa for 1989-50.
The projectionfor the five-year period of our report was worked out
by giving the tax ravenues {excepting Land Ravenue) inthe base
year (1989-90) an annual growth rate of 11.5 per cent, The non-
Plan revenue expenditure of the base year was stepped up by
projecting it at an annual rate of 7 per cent, axcept in the case of
Compensation and Assignment to local Bodies which was
increased by 9 per cent. The final figures of raceipts and
axpenditure resulting from both the sets of exercises for each
State are set out in Annaexure 111.18.

382 The approach as detailed in Appendices 4 and S has
been attempled by the Finance Commission for the first time. The
inherent logic of this approach is Inescapable. Finance
Commissions in the future may bring about further sophistication
and refinement in this pxercise. As this exercise is unique and is
being attempted for the first time by the Finance Commission, we
have made certain adjustments in tha final estimates resulting
from this exercisa. i would be seen that the estimates flowing
from this exercise either show higher surpiuses or lowsr defickt
than thosa resulting from the alternative more traditional exercise
in the case of 10 of the 14 major States, excluding Madhya
Pradesh, Orissa, Rajasthan and Uttar Pradesh. These
differences arise because of deviations of the trends from the
norms adoptsd by us. As a matter of abundant caution and as a

‘measure of concession to the States, we have reduced by 50 per-

cent the net Improvement in the budget position shown by the
normative exercise. (Annexure [1.19).
383 Shri Justice A.S. Qureshi is of the view that the

adopted for applying the normative approach is not
satisfactory. He has explained his view in the Note of Dissent.



