CHAPTER XI

SOHMS TOR MAINTENARCE OF CAPITAL
ASSETS AND PLAN SCHEMES

The poor state of imaintenance of capital assets,
croated at considuabic cost to the comiunity, hus

caused widespread concern in recent years.,  State
Governments had urged before the earlier  Finance

Commissions that the rates of growth assumed by
shein as well as the Planning Commission in projecting
their requirements for non-Plan purposes generally left
them with inadequate rescurces for maintenance of
capital assets feading to their progressive deterioration.
it is presumably in view of the accumulating evidence
of relative negloct of existing assets that, under para
4(0y (iv) of our tens of reference, we are required
to take into consideration, in assessing the needs of
States for assistance, the requirements for adequate
maintenance and upkeep of capital assets created upto
the en:! of 1973-74,

2. While an explicit mentioa ol the needs of main-
enance has been made {or the fiest time in the terms
of reference of a Finance Commission, it will net,
however, be correct to assume that the carlier Coim-
missions had overlooked the importance of mainte-
nance of asscts.  The mere adoption of a higher rate
of growth or upgradation of the norms for maintenance
of assets would not ipse facto cnsure that provision
for mamienance would be made at the desired level
and not diverted to other purposes. It is esscntial
1o stipulate torms for proper maintenance of capital
e aad o toovisbont of Tuads velalod o such non
But there is uo cscape ultimately from  striking a
balance between meintenance of cxisting institutions
and services in good condition and cxparsion of scr-
vices and creation of new asscts so as {0 serve new
areas and new scctions of our people.

3. Standards of maintenance vary from State to
Siate an:d we, theeefors, considerzd it dasirable @
obtain information from the State Governments on
the norms thev presenily follow and what in their
judgment might constitute a rcasomable minimum.
During our visits to State capitals, we hekl discussions,
among others. with experts in charge of departments
such as Irrigation, Public Works, Medical and Public
Health and sought their help in evolving such norms
We have also clicited the views of the concerned
Ministrics of the Government of India. In the Hght
of our study of the problem, we feel that it is possible
fo lay down nerms for maintennnes of the following
categorics of capital assets :

(1) Irrigation works—major and minor
(i) Flood protection works

(iit) Buildings

{iv) Roads
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4. We have also considered it desirable to review
the present norms, if any, for allocation of funds fon

medicines, hospital necessaries and diet charges for
patients and have proposed suitable increases. As
regards other capital assets for which we have not
considered it possible to lay down specific norms, such
as vehicles and equipment, the comparatively high
rates of growth we have assumed in our estimates of
requirements of the States should cnable the States
Ly ntminiaie Giem inoa At and serviceuble condition.

Maintenance of Irrigation Works

5. Proper maintenatice of irrigation works is abso-
tuicly ¢ssenidal for the growth of our agrarian eco-
nomy. We have sought to cvolve norms for mainte-
nance of such works in consultation with the State
Governments and the Ministry  of  Irrigation and
Power. The Governments of Manipur, Nagaland and
Tripura have not furnished any information on this
point, presumably because these States do not have
irrigation sysiems ol any significant magnitude. The
Governments of Bihar, Jammu & Kashmir, Haryana,
Himachal Pradesh, Kerala, Meghalaya, Mysore, Rajas-
than. Tamil Nadu and West Bengal have also informed
us that no nornis as such have becn prescribed by
tem for maintenance of irrigation works and that the
annual budgetary allocations are determined on the
basis of actual requirements and the availability of
nunds. Howewer, the Governments of Kerala and
Tamil Nadu have indicalcd the average expenditure
incurred by them for the maintenance of irrigation
works. Norms for maintcnance of irrigation works
cither in tecyms of acreage benefited or length of
canals have been laid down in eight States, namely,
Andhnra Prodush. Assan, Gujarat, Madhvi  Pradesh,
Maharashtra, Orissa, Punjab and Uttar Pradesh. The
norms in force in these States vary widely and are
not readily comparable. The Union Ministry of Irri-
gation and Power, whose advice we sought on  the
quesiion of norms, have informed us that Rs. 10 to
{2 per acre might be taken to represent a reasonable
limit for maintenance of irrigation works, Having
regard to the present level of expenditure in many
of the States, we also feel that the provision of Rs. 10
per acre for maintenance would assure the States ade-
quale resources. We have accordingly worked out the
reguirements of Luates for maintenance of irrigationq
works at the rate of Rs. 10/- per acre irrigated by
Government sources  of drrigatien, whether canals,

tats o Gowernmenl  wells  including  tubeweldls,
Statewise  fisures  of  arcas  under irrigation
from Government  scurces  and  the  provision
for omuintenencs at Rso 10 per acre or
e, 2471 per hectare, as compuled by us, have
been indicated in Table 1 in Appendix XI. In most

of the States, namely, Bihar, Gujarat, Haryana, Him-
achal Pradesh, Jammu & Kashmir, Kerala, Maharash-



tra, Mysore, Orissa, Rajasthan, Tamil Nadu, Uttar
Pradesh and West Bengal, the existing level of main-
tenance, as is cvident from the actuals of 1971-72,
is higher than the norm adopted by us. It will not
be practicable for these States to reduce the present
level of expenditure on maintenance. We have, there-
fore, allowed these States provision for maintenance
on the basis of the actuals recorded in 1971-72.
Prescription of higher norms for maintenance of irri-
gation works will, however, have no financial impli-
cations so far as major and medium irrigation pro-
jects are concerned, because we have suggested else-
where that the States should raise gross receipts from
such works at least to the extent of full recovery of
their maintenance charges. In other words, our sug-
gestion implies that the States where the level of ex-
penditure on maintenance is lower than the norms,
should strike a balance between gross receipts and
maintenance charges at a higher level than the present.
This would cnable the works to be maintained upto
a more satisfactory standard and at the same time
ensure that there is no additional burden on the gene-
ral tax payer. But in the case of minor irrigation
works, there will be some financial gain to the States
because they are being required to fill the gap bet-
ween receipts and maintenance charges cnly to the
extent of 50 per cent on the deficiency in [973-74,

Maintenance of flood protection works

6. As regards flood protection works, Assam, Bihar,
Orissa and Uttar Pradesh have supplied us information
or the norms now followed by them for maintenance
of flood embankments. Governments of Assam, Bihar
and Uttar Pradesh have suggested that expenditure on
flood protection works should be fixed as a percentage
of the capital cost, while Orissa has indicated that it
should be in terms of the length and the type of
embankments, There is also wide disparity between
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the States in the standards of maintenance. Expendi-
ture varics from 1.2 per cent of capital cost in Uttar
Pradesh to 5 per cent in Bihar and Jammu & Kashmir
and to 6 per cent in Assam., The Ministry of lrri-
gation & Power, whom we consulted, have indicated
that annual maintcnance on flood control works during
the Fifth Plan period may be provided at 5 per cent
of the investment at the end of the Fourth Plan, They
have observed that this suggestion is based on the
recornmendations of the Ministers’ Committee on
Fioods and Flood Relief. The Ministers’ Committee
1s reported to have been of the view that although the
maintenance expenditure would depend upon factors
like the hcight of the embankment, its importance and
vulnerability and the year of construction, as a rough
guide, maintenance expenditurc could be taken at 4
to 5 per cent of the capital cost, We have also ascer-
tained from State Governments their figures of cumy-
lative investment in flood control works,

7. Keeping in vicw the present level of maintenance
of flood protection works and the constraint of re-
sources, it would be adequate if provision for mainte-
nance of flood protection works is made at 4 per cent
of the capital cost for the works as estimated at the
end of the Fourth Plan. As in the case of irrigation
works, we have allowed the expenditure actually in-
curred in 1971-72 where this was found to be more
than the provision arrived at on the basis of norm.
The State-wise figures of investment in flood control
works as anticiparcd at the end of the Fourth Plan and
the provision for maintenance at 4 per cent of the
capital cost as allowed by us in reassessing the forccast
of the State Goveinments arc indicated in Table 2
in Appendix XI. The table below indicates the pro-
vision allowed by us for irrigation and flood protection
works on the basis of norms or the actual Ievel of
expenditure in 1971-72 whichever was higher :

Provision for maintenance of irrigation and Flood Protection Works

(Rs. crores)
Irrigation Works Flood Protection Works
States
Actuals Annual Provision  Actuals Annual Provion
1971-72 Provision for five 1971-72 Provision for five
Years years
1 2 3 4 5 6 7
1. Andhra Pradesh 7.78 11.21 56.05 0.07 1.06 5.30
2. Assam . 0.50 0,51 2.55 4.97@ 4.97 24,858
3. Bihar . 8.81 8.81 44.05 0,38 2.75 13.75
4. Gujarat 4.26 4.26 21.30 0.13 0.13 0.635
5. Harvana 3.70 3,70 18.50 0.17 0.74 3.70
6. Himachal Pradesh 0.21 0.21 1.05 NA .01 0,05
7. Jammu & Kashmir 0.94 0.94 4,70 NA 0.79 3.95
8. Kerala . 2.18 2.18 10.50 0.06 0.13 0.65
9. Madhya Pradesh 2.09 2.63 13.15 .. 0.03 0.15
10. Maharashtra 5.90 5.90 29.50 Neg. 0.02 0.10
11. Manipur . 0.01 0.03 0.15 0.06 0.06 0.30
12. Meghalaya . .




13, Mysore 0.0
14 MNaguand ..
15, Crisua 253
16. Pusijun 3.0
17, Ragust] JkY
18, Tan: ¥ U0
19, Arifa . . . . . . . 0.7
15, Utiar . . . . 2173
21 i : . . . . . . 2.8

A gces into avvount tratsive of foed wontred portion of Hirahud Projec,

Norms tor oicinicidice of buildings

8. In regurd to the malnicnance of buildings too,
all the Siate Governments huve represented that the
existing provizions are woetully inadequate and that the
Cominission siould, thercfore, assess the requirements
of ihe Staivs ou tie basis of scientific norms. Most
of the Siute Governments have also referred to the
sefious Loosctuonces winch aeglect of maintenaace of
permanent asseis would ctail in the long run. State
Governmeids, however, have assuned widely varying
porms for maintenance of buildings in  the forecast
submitted to us.

;
At

We foll ot i regard to the necds of main-
nce of pulldings, there cannot be any wide diver-
genee beiween the requirenents of Siate Governments
and those of Ceniral Public Works Department.  In
facl. i1 certain Siates the actual work of maintenance
of Buluings borme un e registers of - the Central
Public Woiks Deparuncst is entrusted to the State
Puplic Wworks Depariment on an agency basis at ap-
proved raies. W, therefore, asked the Ministry of
Vorks and Houasing o furnish us with complete in-
formaiion on e norms for maintenance foliowed by
the Ceniral Public Works Oiganisation in respect of
butidings iocuwed in diderent States. Cenirul Puisic
Works Depaitment has faid down the norms for main-
tepance ol buildings with reference to (i) capital out-
lay on the building:, and (i) the age of different
buildings. Certain special rates have also been pres-
cribed for secrctariat blocks and temporary buildings.
Excluding tiese special categories, the norms laid down
by the Ceniral Public Works Department are as in
the Table below ;

Muintenaace gorin of Centiad Public Woris Dopartonent Guildings
¢y prercentage of copltal cosr.

Buildings Constructed

: B e 1
rom Fro: After
[-3-1942  15-8-1947 [-4-196d
|15 Lo
14-8-1947  31-3-1961
1. Resideivial duildiics
(permanent}
Lo Crdinary Hopair . 320 2.2 .90
2. Special kepaiis 1.2u .73 0.03

3 - N '
O, 70 33,50
8,70
G0
I
. 010
MA G 36
U 7.33
) 2z 1i.60
16990 659 v2.05
1i.
I, Crdinary Rezairs . 2.50 110 .5
20 Special Repares P20 &7 R
VY flecericnd Tsralfarios
A Rosfdeniial
i, Annual gepasirs . 5 00 LIS ] 360
2 Bpeeial Repairs
ta) wih tans . KNIV 3,23 Poh)
iy withosy! fars R U] PR i.51
B onsiosicdmind
Lo Aunusi Repaies B ) 1.73 1.0z
2. Special Repairs . 1.00 0.75 0.30

10, Having repard to the basis now being followed
by the Cenwral Public Works Department for deter-
mination of maintenance expenditure on buildings, we
thought it would be useful to obtuin information from
U Staie Governmenis also wi the progressive capital
outlay on bulldings and their age composition. Siale
Governpenis  were, therefore, requested (o furnish
capital outluy on buildings classified into three catego-
Ly according to o the uge of the buikings, v
(1) theee con<tructed uplo 31-3-1048 () those colls-
Facted rom 1943 1o 1962 and (i ) these consiruced
Seer 19620 The information regarding capital costs 0f
buildings of different age groups and maintenance
nporms has been turnished by all State Governments-

i, Ax aiready indicaied. the standards of main-
fenance coinsidered appropriate by the State Govern-
ments vary widely. The divergence in the estimates
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proposed by the States will be apparent from the
following Table :

State norms of muintenance as perceitage of capiial cost,

Buildings constructed
-

Stafes r

-
Uplo From Fromn
31-3-1948  [-4-1948  1-4-1962
to to
31-3-1962 31-3-1974
Andhra Pradesh . . . 8.00 4.00 3.00
Bihar . . . . 3.50 2.50 2.00
Gujarat . . . . 3.50 2.50 2.50
Haryana . . . . 4.00 4.00 2.00
Jammu & Kashmir . . 10.00 6.00 2.50
Kerala . . . . 3.00 2.00 1.50
Madhya Pradesh . . 4.00 3.00 1.50
to to Lo
18.00 13.50 6.75
Maharashtra (R) . 9.30 4.50 3.50
(NR} . . 6.80 4,00 3.00
Mysore *1,50 1.50 1.50
*3.00 3.00 3.00
(Revised)
Nagaland . . 5.00 5.00 3.00
(T) . . . 10.00 16.00 7.00
Orissa (P) . . . 5.00 4.00 2.50
(T) . . . 6.00 5.00 3.00
Rajasthan 3.75 2.50 1.75
Tamil Nadu 3.00 1.50 1.50

*3.00 for buildings construcied upto 940
*4 00 for buildings constructed upto 1940
(P) Permanent buildings

(T) Temporary buildings

{R) Residential buildings

(NR) Non-residential buildings.

While the norms proposed by Kerala, Mysore and
Tamil Nadu are among the lowest, those sought by
Maharashtra, Madhya Pradesh and Jammu & Kashmir
are prima facie high. It is also  seen that while
generally no separate norms have been laid down for
different categories of buildings such as administrative
buildings, hospitals, schools and colleges, some of the
State Governments, for ¢xample Maharashira, have
provided separate norms for residential and non-resi-
dential buildings. The Government of Rajasthan
have contended that the ordinary norms for mainte-
nance would be inadequate for medical and educational
buildings and that for such buildings a 50 per cent
increase over the normal provisions should be con-
ceded. Working on this basis, they have pleaded for
an additional allocation of Rs. 35 lakhs in the revised
forecasts for maintenance cost of buildings. The
norms suggested for educational buildings and hos-
pitals and dispensaries by Madhya Pradesh are also
high ranging from 8 to 18 per cent in the case of
buildings constructed upto 31-3-1948 as against their
normal rate of 4 to 6 per cent for other buildings.
Some of the State Governments have also proposed
a different sct of norms for maintenance of electrical
installations. Table No. 3 in Appendix XI shows
the capital outlay on buildings in various States and
the cost of maintenance of buildings on the basis of
Central Public Works Department norms.

12. Some of the States Governments have taken into
account also the expenditure needed for the mainte-
nance of buildings to be constructed during the course
of the Fifth Plan period. We have disallowed this
provision as we are required, under our terms of
reference, o provide only for maintenance of capital
assets created upto and inclusive of 1973-74, An
annual growth rate varying from 5 to 10 per cent
has also been taken for the forecast period by some
of the State Gevernments.  As the requircments have
been assessed on the basis of norms, the question of
further annual increase on the base year's provision
does not erise. Likewise, the clearance of arreas of
maintenance {or which Madhya Pradesh has proposed
an additional nrovision of Rs. 889 lakhs does not
merit consideration, as maintenance requirements have
been worked out with reference to certain norms.
Any major programme of reconstruction of buildings,
due to prolonged neglect, should necessarily be treated
as involving capital outlay and accommodated within
the Plan.

13. We have not considered it necessary to pres-
cribe higher standards of maintenance for medical
and educational buildings particularly as the higher
rate of growth conceded for these two sectors—6 per
cent per annum-—should take care of all  reason-
able needs arising in these two sectors including proper
upkecp of buildings.

14. The norms proposed by the State Government
vary widely., It is not easy to reduce them to a com-
parable basis. Even othcrwise, we do not see any
strong grounds for prescribing more liberal standards
of maintenance than considered appropriate by the
Central Public Works Department. We have accor-
dingly worked out the provisions to be made for
maintenance of buildings, keeping in view the mainte-
nance norms followed by the Central Public Works
Department.

15. We had collected from the State Accountants
General the information regarding progressive capital
cutlay on buildings to end of 1972-73. These differ
from the progressive outlay indicated by the State
Governments in most cases. The variations were
explained by the State Governments to be due to cx-
clusion by the Accountants General of the outlay on
building, expenditure on which is most from the re-
venue budget and partly exclusion of certain other
Government buildings not maintained by the State
Public Works Departments. The variations in  the
casc of Bihar, Punjab and Uttar Pradesh were found
to be very large. Applying the C.P.W.D. mainte-
nance norms to the capital outlay indicated by the
Governments of Bihar and Pupjab, the maintenance
provision would work out to three times the present
fevel of maintenance expenditure. In the case of
Uttar Pradesh, it would be about eight times. In the
casc of Punjab, the variation appeared to be mainly
due to adoption of figurcs of the capital outlay of
buildings of composite Punjab as this has not yet
been allocated between Punjab and Haryana. The main-
tenance provision for Punjab as now constituted could
not therefore be related to progressive capital outlay on
buildings. Accordingly, we took the provision arrived



at for Haryana on the basis of Central Puklic Works
Departrent norms and determined the provision  of
Punicb at propordonaicly higher level in relation to
its population. Government of Uttar Pradesh  had
indicated capital outlay on buildings department-wise
and as information in ragard to several departments
was not availabie, they suggested an ad fioc addition
of 25 per cent for the remaming departments.  In the
case of Bihar, the variation seemed to be mainly duc
to the State Government adopting the present value
of buildings.  I'n Assam, Gujarat, Menipur, Meghalaya,
Tamil Nadu and West Bengal we found that the present
level of cxpenditure on maintenance of buildings was
more than the provision required on the basis of norms.
In these, and alse in the case of Bihar, we took the
latest available actuals as the basis for allowing main-
tenance provisions.  For Uttar Pradesh, an annual
provision of Rs. 3.50 crores has been allowed as
the actuals were found to be inexplicably Tow, In all
other Siates provision for maintenance has been made
on the basis of norms of the Central Public Works
Bepervrenis The provision allowed by us  for the
maintenance of buildings for diffcrent States in indi-
cated in the Table below:

{Rs. crores}
Actuals Provision for
States 1972-73
1974-75 1874-79
1. Andkra Pradesh 0.97 1.55 7.75
2, Assam 1.08 1.05 5.25
3. Bihar 1.45% 2,23 11.t5
4. Gujarat . . 269 2.69 13,45
5. Haryana . . . 0.79 1.2] 6,15
6. Himachal Pradesh .56 .86 4.30
7. Jammu & Kashmir 0.55 0.82 4.10
8. Keraia . . . . .54 1.91 9.55
9. Madhya Fradesh . . 2,13 3.3t 16.55
10. Mahzarashira 2.41 2.94 14,70
11. Manipur NA*# .28 1.40
12, Meghalaya .19 0.19 0.95
13. Mysore [.39 2.17 10.85%
14. Nagaland NA 0.67 3.35
15, Orissa 1.70 210 1056
16. Punjab 1.09 1.66 8.30
17. Rajasthan {30 2.24 11.20
18, Tamil Nadu . 1.96 1.96 9.80
19. Trirura G.45 0.45 2.25
26. Uttar Pradesh 1.07 3.50 17.50
21. West Bengal . 3.5 3.15 15.75
Total . 36.96 184.80

24 94

*Rased on average of actual expenditure for 1971.72 and
197273,

® *Actoal for 1971072 was Rs. 28 lakhs.

Norms Jor Maintenonce of Roads

16, In reassessing the forecasis of State Govern-
ments, we have deemed it necessary to allow ade-
gquate pravision for proper maintenance  of  roads,
We were, however, faced with difliculties in cvolving
both the norms for maintonance and verifying the
information furnished by State Governments  parti-
cularly regarding roads reported to be maintained by
local bodics and village roads. A Technical Group
appoinicd by the Ministry of Transport had recom-
mended i 1969 specific norms for the maintenance
of National Highways. They had suggested that the
samy norms could be applied to the State Highwavs
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also, Woe sougin the assistance of the Roads Wing
in the Ministry of Shipping and Transport in pres-
cribing similar nornis for maintcnance of other cate-
gorics of State roads also. The Roads Wing informed
us  Lhat the maintenance costs of State roads would
depend upon classification of the reads, namely, State
Highways., Major District Roads, Other District Roads
or Village Roads and other lactors such as width of
carriage-wiy, type of surface, wheiher  black  top,
cement coacrete, water bound macudam, gravel  or
carth, intensity of trafiic, the terrain and  raintall
conditions and cost of stone aggregates. The Roads
Wing further indicated that detailed studies on norms
of mainicrance ol various categorics of State roads
have not been cariicd cut so far. They, however,
felt that broad guidelines could be laid down for
cvaluating maintenance necds on the basis of work
done by the Technical Group and other information
available in the Roads Wing of the Goevernment of
India. ‘The norms for maintenance of Stale High-
ways, Major Distriet and Other District Reads and
other roads separately for cach zane, as indicated by
the Roads Wing, are sct out in Table 4 in Appendix
XI, In arriving at these norms, the Roads Wing
las {aken into account the price escalation  since
1969.

17. In the light of the guideiines proposed by the
Roads Wing of the Government of India, we asked
the State Governments to let us have details of the
road lengths scparately for State Highways, Major
District Roads, Other Distgict Roads and  Village
Roads classifying them on the basis of rraflic inten-
sitv, type of surface and width of carriage-way. While
the road lengths of various categories of roads
have been indicated by all States Governments, several

of them could not  furnish information classified
according to the criteria prescribed by us. Some of
the State Governments also drew our atllention to

the length of the reads maintained by the Local
Bodics and urged that this should be  taken  into

account by us. The other State Governments, who
had not carlier indicated length of roads maintained
by Local Bodics in their States were, therefore, re-
quested to supply the information se that provision
for maintenance of roads could be made on a uni-
form basis.  Despite this specific request, complete
information in reeard to Local Bedy roads could not
be furnished bv rome of the State Governments. Table
5(i) and (i} in Apncndix XI indicate respectively
the Lilometrage of Government roads and roads of
loeal hodies.

L8, Availellde informztion on present level of ex-
penditure on ma'ptercance of roads confirmed  that
the cxpenditure of State  Governments on mainte-
nance of Villaze Rowls was not of any significant
magnitugde.  Cur study of the material furnished by
the State Goverrments also indicated wide variation
in the length of Village Roads which could not be
explained In terims of factors such as arca of the
State and past mvestiments in construction of village
roads.  We. terefore decided to  exclude Vilage
Roads for thie purpose of computation of cost of
maintenance on the basis of norms. As  regards
Local Body roads, it was clear that some State Gov-
ernments had sought to include even unsurfaced roads




maintained by Local Bodies in the category of Other
District Roads.  Morcover, the present lLability  of
the State Government in regard to the maintenance
of Local Body roads is significantly low compared to
the length of roads, It is only rcasonable to expect
that the Local Bodics should raise part of the re-
sources for maintenance of assets transferred to them.
Having regard to these factors, we concluded that
it would be proper to allow only 50 per cent of the
provision needed on the basis of norms for mainte-
nance of roads entrusted to local bodies,

19. As alrcady explained, the information furnished
by the Statc Governments in regard to classification
of roads was not on a uniform basis. In working
out the cost of maintenance of roads, we, therefore,
took the average cost as indicated by the Roads Wing
for cach category of roads, after excluding the Village
Roads and limiting the provision needed for Local
Body roads to 50 per cent. In the case of Manipur,
Nagaland and Tripura, we found that the mainic-
nance cost, as worked out on the basis of norms, was
very low comparcd to the level of expenditure in
Assam and Meghalaya. High level of expenditure in
Assam is cvidently due to difficult terrain and other
special factors in regard to maintenance of roads.
As conditions in Manipur, Nagaland and Tripura are
similar to those in Assam, we have raised the mainte-
nance provision on the basis of norms for these
States by 100 per cent. We further observed that
in certain States, namcly, Assam, Bihar, Himachal
Pradesh, Jammu & XKashmir, Meghalaya and West
Bengal, the present level of expenditure on mainte-
nance of roads was higher than the provision arrived
at on the basis of norms. It may be difficult for
these States to reduce the preseat level of expendi-
ture on maintenance of roads. We have, therefore,
adopted the actual expenditure in 1971-72 in these
States as the basis for future projection. We have
also allowed for all the States a growth of 2 per cent
per annum during the forecast period to cover the
possible additional costs on account of increase in
the intensity of traffic. ~ The provision for mainte-
nance of roads, worked out on the lines discussed
above. for each State for the five year period ending
1978-79 is indicated in the Table below:

(Rs. crores)

States Actuals Provision for
1971-72
1974-75 1974-79
1. Andhra Pradesh 8.87 13.76 71.61
2. Assam . 7.45 7.90 41.11
3. Bihar 9 .80 10.40 54.12
4, Gujarat 6.75 g9.10 47.36
5. Harvana . 2.18 2.49 12,96
6. Himachal Pradesh . 2.62 2.86 14.88
7. Jammu & Kashmir 2.23 2.37 12.33
8. Kerala . 5.84 6.68 34.76
9. Madhya Pradesh §8.23 14.95 77.80
10. Maharashira 5.08 13.08 68.07
11. Manipur 0.59 1.25 6.52
12. Mcghalaya 1.64 1.73 9.00
13. Mysore 5.80 12.38 64 .43
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14, Nagaland . . NA 1.87 9.72
15. Orissa . 3.206 4.65 24.20
i6. Punjab . . 1.86 2.75 14.31
17. Rajasthan . . . 3.38 15.03 52,20
18. Tamil Nadu . . 7.54 12.83 66.77
19, Tripura . . . .53 0.83 4.32
240, Utiar Pradesh . . i2.23 12,04 99.08
21. West Bengal | . . 9.15 10.09 52.51

Total . . . 105.03 161.04 833.06

Norms of provisions for medicines and those for hos-
pitals and dispensaries-

20. During our discussions with the rcpresentatives
of the States, wec repeatedly came across complaints
about inadequate provision for medicines and diet in
hospitals and dispensarics and the consequent hard-
ship caused to poor patients. There can be no doubt
that the allotment of funds for medicines and diet on
a more generous scale would ensure considerable re-
lief to the weaker sections of the society, who have
to depend largely on medical services provided by
Governmental agencies.  We, therefore, cxamined
with special care the basis on which allocations are
now being made by the Statc Governments for medi-
cines and diet with a view to determine the additional
requirements of the State Governments.

21. From the information furnished to us it s
seen that State Governments of Kerala, Maharashtra,
Mezghalaya, Nagiland, Punjab, Tamil Nadu and Tri-
pura had not so far laid down any norms as such
for regulating cxpenditure on medicines. The budge-
tary provision in this regard would seem to be deter-
mined from year to year on considerations such as
past actuals and the overall resources position of the
State Governments.  Meghalaya and Tamil Nadu
which do not have any norms at present havc, how-
zver, indicated certain norms for guidance in the
Fifth Plan period, while the Government of Gujarat
have not stipulated any norms as such, they have
fixed ceilings on expenditurc of medicines at
Rs. 20,000 per annum for each referral hospital and
Rs. 6,000 per annum for cach primary hcalth centre.
Even among the other States which have already laid
down certain norms there appears to be no uniformity.
While Andhra Pradesh, Assam., Haryana, Jammu &
Kashmir, Himachal Pradesh, Madhya Pradesh, My-
sore, Orissa, Uttar Pradesh and West Bengal have
prescribed norms in terms of per patient per day,
Bihar and Rajasthan have laid down the norms on
an actual basis. Table No. 6 in Appendix XI sets
out the information on nerms now in force and those
proposed for the Fifth Plan pericd in the several
States. There are very wide differences between States,
both in terms of existing as well as proposed norms.
This wide disparity appears to be due in part to the
fact that while in some States they may represent only
expenditure on medicines and drugs, in others they
may be inclusive of expenditure on other hospifal
necessaries like linen, instruments and also the
cost of X-Ray, clinical and other tests, Tt is

o~



also felt that the norms proposed by the various
States for the Fith Plan period represent a substan-

tial step-up over the existing levels.

22, As regards diet for patients, no nornis as such
have been prescribed in Himachal Pradesh, Maha-
rashtra, Punjab, Tamit Nadu and Uttar Pradesh.
Howcever, the Governmeats of Tamil  Nadu and
Himachal Pradesh have prescribed scales of diet
admissible and provisions were reported o be made
on the basis of requirements, These two State Gov-
ernments have also indicated the average expendi-
wre per patient per day on diet. Norms for  diet
in force at present and those propesed for the Fifth
Flan period in the several States are indicated  in
Table No. 7 in Appendix NI

23, Tn some States higher scales of expenditure have
been allowed for certain colegorics of patients such
as those suffering from tuberculosis. Here again it
is very clear that therc is a wide margin of variation
etween the norms proposed by different States. The
available information on the number of out-patienis
and in-patients in different States does not appear O
afford 2 reliable basis for determination of the funds
needed for medicines and diet.  We do not, there-
fore. find it possible to determine the provisions
needed for medicines and dict on the basis of specific
norms. The only coursc open (o us in these circunl-
stances is, therefore, to categorise the Stales into
certain broad groups on the basls of present pro-
vision for medicines and dict per head of population
and to lay down differential rates of increase over
the existing level of expendituic. It should be re-
membered that the present wide variations in alloca-
tions for medicines and dict in different States may
he due both to constraint on  resources and the
absence of adequate number of hospitals ~ and dis-
pensarics. Where there are not cnough hospitals or
dispensaries, the mere enhancement of provision for
medicine and diet would scrve 1o purpose Equalisa
sation of provision for medicine and diet in per capita
terms will, therefore, not be a practical proposition.
However, having regard to the present level of expen-
diture on medicines, the States may be classified
broadly into three categories, namely :

Category A.—States in which the provision for
medicine and diet is substantially above the
national average :—

(1) Himachal Pradesh

(2) Jammu & Kashmir

{3y Kerala

(4) Nagaland

(5) Tamil Nadu

(6) Tripura

Category B.—States in which the provisions for

medicine and diet may bc considered to be
at moderate level :—

(1) Andhra Pradesh
(2} Assam
(3) Gujarat
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(4) Haryana
(5) Madhya Pradesh

(6} Maharashtra
(7) Mysore
(8) Punjab

Category C.—States
medicines and
be low \—

(1) Bihar

(2} Manipur

(3} Meghalaya
(4) Orissa

{5) Rajasthan
{6) Uttar Pradcesh
(7) West Bengal

24. Having regard to our general impression that
the cxpenditure on diet and medicines cannot be
considered satisfactory in any State, W¢ consider it
essential to allow for some increase in all the States
but at different rates. Taking the actuals of 1971-72
we have considered it necessary to provide for an in-
crease of 25 per cent in States falling in Category-A,
50 per cent for States falling in Category-B and 100
per cent for States falling in Category-C to arrive at
the desired base level cxpenditure in 1973-74. We
have allowed for a further increase of 5 per cent per
annum during the forecast period keeping in view the
normal increase in number of patients sceking medi-
cal care. The staterment below shows, in onc view,
the actuals of expenditure on medicines and diet in
1971-72 in diffcrent States, and the estimates as
reassessed by us for the forecast period :

in which provisions for
dict should be considered to

Provision Tor Medicines and Diet
{Rs. Crores)

States 1971-72  1974-75  Total

1974-79

Category-A
t. Himachal Pradesh . 0.51 0.67 3.71
2, Jammu & Kashmir 0.90 1.18 6.51
3. Kerala . 3,90 5.12 28.31
4, Nagaland 0.50 0.65 3.58
5, Tamil Nadu . 7.56 9.92 54 .83
6. Tripura. 0.34 0.44 240

Category-B
1. Andhra Pradesh 4.12 G.49 35.85
2. Assam . 1.05 1.65 9.12
3. Gujarat 1.8R8 2.96 16.37
4. Haryana . 0.75 1.19 6.58
5. Madhya Pradesh 2.66 4.19 23.15
6. Maharashtra 3.25 511 28.22
7. Mysore 3.09 4.86 26.86
8. Punjab . 0.99 1.56 8.63

Category-C
1. Bihar 0.99 2.08 11.47
2. Manipur 0.09 0.18 1.05
3. Meghalaya 0.06 0.13 0.75
4, Orissa 0.94 1.97 10.90
5. Rajasthan 1.42 2.98 16.47
6. Uttar Pradesh 2.9 6.11 33.78
7. West Bengal . 3.27 6.87 37.95
Total 41, 6631  366.49
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Medical care and health service in rural areas

25. Primary Health Centres are the focal points
for the provision of medical care and health services
in rural areas. The country has also adopted the
pattern of onc primary health centre for every block.
Despite this  uniformity in the basic set up for pro-
vision of riedical services In  rural arcas, there is
very wide divergence in the allocations for medicines
for primary health centres in different States. Thus,
while the allotment for medicines is as low as
Rs. 5,000 in Madhya Pradesh and Rs. 5,800 in
Orissa, Puajab and West Bengal were able to pro-
vide upto Rs. 12,000 per centre. We understand

that as part of the Minimum Needs Programme now
under consideration in the Planning Commission, it
is envisaged to provide funds for medicines at
Rs. 12,000 per primary health centre and about
Rs. 2,000 for each sub-centre attached to the primary
health centre. We consider it appropriate to adopt
this norm in working out the requirements of funds
for provision of medicines in primary health centres
and sub-centres. The table below indicates the num-
ber of primary health centres and sub-centres in each
State and the corresponding provisions for medicines
and diet allowed by us in determining the require-
ments of the States for the forecast period 1974-75 to
1978-79 :

Provision for Medicines in Primary Health Centres and Sub-Centres

(Rs, crores)

Public Health Centres Sub-Centres TFotal provision on Level of Tolal
. A P e —, the basis of norms.  expendi- provision
States No, at Provision on the No. at Provision on the turein  allowed
theend  basis of norms theend  basis of norms 1971-72  in the re-
of D e Y of P - - - — (Actvals) assess-
1973-74  1974-75  Total 1973-74 1974-75 Total 1974-75  Total ment
i974-79 1974-79 1974-79 1974-79
i 2 3 4 5 6 7 8 9 10 i1
1. Andhra Pradesh . 416 0.50 2.50 1,248 0.25 1.2 0.75 3.75 0.29 3.75
2. Assam 109 0.13 0.65 274 0.05 0.5 0.18 0.90 0.08 0.90
3. Bihar . 587 0.70 3.50 1,761 0.35 1.75 1.05 5.25 0.04 5.25
4, Gujarat 251 0.30 1.50 786 0.16 0.50 0.46 2.30 0.15 2.30
5. Haryana . . 89 0.11 0.55 267 0.05 0.25 0.16 0.80 0.80 0.80
6. Himachal Pradesh 76 0.09 0.45 266 0.05 0.25 0.14 0.70 0.09 070
7. Jammu & Kashmir 76 0.09 0.45 187 0.04 0.20 0.13 0.65 0.04 0.65
8. Kerala . 162 0.19 0.95 428 .08 0.40 0.27 1.35 0.3 2.08*
9. Madhya Pradesh . 451 0.54 2.70 2,900 0.58 2.90 1.12 5.60 0.23 5.60
10. Maharashtra 388 0.47 2.35 1,243 0.25 1.25 0.72 3.60 0.25 3.60
11. Manipur 16 0.02 0.10 50 0.01 0.05 0.03 0.15 0.01 0.15
12. Meghalaya 16 0.02 0.10 20 0.01 0.05 0.03 0.15 0.01 0.15
13. Mysore . 265 0.32 1.60 795 0.16 0.%0 0.48 2.40 0.21 2.40
14, Nagaland ., . 10 0.01 0.05 45 0.01 0.05 0.02 0.10 NA .
15. Qrissa. 314 0.38 1.50 882 0.18 0.90 0.56 2.80 0.16 2.80
16. Punjab 167 0.20 1.00 836 0.17 0.85 0.37 1.85 (.05 1.85
17. Rajasthan 232 0.28 i.40 696 0.14 0.70 0.42 2.10 0.12 2.10
18. Tamil Nadu 379 0.45 2.25 1,137 0.23 1.15 0.68 3.40 0.26 3.40
19, Tripura 26 0.03 0.15 106 0.02 0.10 0.05 .25 0.08 0.54%
20. Uttar Pradesh a0s 1.09 5.45 3,008 0,60 3.00 1.69 8.45 0.43 8.45
21. West Bengal 318 0.38 1.90 662 0.13 0.65 0.51 2.55 1.32 8.84*
ToTAL 5,253 6.30 31.50 17,597 3.52 17.60 9.82 49 10 4.21 56.31

#In Kerala, Tripura and West Bengal the 1971-72 level of expendilure was more ithan what works out on the basis of norms and has

heen allowed in the reassessment,

Tn the case of Nagaland. the 1971-72 level of expenditure was not available,
“they are spending at rates more than the norms adopted by us.

However, the State Government have infermed that
Hence additional provisicn has not been allowed,



CHAPIER XII
UPGRADATION OF STANDARDS OF ADMINISTRATION IN BACKWARD STATES

The formuiation of principles governing grants-in-
aid of the revenues of the States in need of  such
assistance 15 one of the obligatory functions cast on
the Finance Commission under the Constitution. In
assessing the needs of the States in pursuance of this
Constitwtional  directive, the Finance  Comunnssions
have moved away from the cencept of  budgetary
needs, as emerging from the forecasts of revenue and
expenditure admitted by State Goveraments, to a
consideration of fiscal needs in a comprehensive sense.
But the determination of granis has oeen made on
the basis of the levels of administrative and social
services as already atiained in diflerent States. i
consequence the accent has been on maintenance and
consolidation, raiher than on improvement and ex-
pansion of the varicgated services, that a State Gov-
ernment s called upon to provide in an cra of rising
expectations.  In particuiar, no attewpt appears 1o
have been made so far to quantify the requirements
in financial terms of the backward Siates from the
standpoint of progressive cqualisation of  standards
of cssential admintstrative and social scrvices within
a definite t'me herizon. Tt seems reusonable to us
that provision of funds to the States that
arc backward in administrative and social  ser-
vices, falls within the purview of the Finance Com-
mission, Dara 4(b)(v) of our wernis of refergnee
appears to confirm this vicw.

2. It is hardly possible for the Finance Cowmmission
within the fime allowed (o it, cither to examine in
depth the soundress and adequacy of .he administra-
tive set up in the various States or io  formuiate
specific proposals for its improverment. Among the
numerous faclors which impinge on the efticiency of
the administrative sysiem, there are many that cannot
be reduced o financial terms in any meaningful sense.
Principles and procedures of recruitiment,  training
and deployment of administrative and technical per-
sonnel of different categories, clear definition and cn-
forcement of the responsibilides of {unctionarics at
different levels wnd above all the general political
and social milieu in which the adminisirative
machincry has to operate, determine the eflicacy ol
the administrative systerm.  However, the constraint
of resources is admittedly one of the important factors
impeding  the achievement  of  cerlain minimien
standards of administrative and social s:rvices in somc
of the States. The removal of this constraint comws
within the purview of this Commisson. It would
nevertheless be recognised that the provision ol re-
sources is only the first important stop in the pro-
cess of progressive elimination  of  disparities  in
standards of administrative and social services, It
the provision of additional resources iz to fructily in
terms of more cfficient and adequate service to the
community at large, this will have (¢ be followed up

by cnergetic and purposeful action on a wide front
at both political and administrative levels 1 the back-
wurd States.

3. We have carctully examined the implications of
the term “General Administration”™ ocewr ing in Lhis
part of our terms of reference. On o norrow intei-
pretation, the term “General Adminisivatioy” could be
deemed to cover oanly those scrvices, provision  for
which 15 normally made under the budger head “19-
General Admunistration™.  This would jcan that the
probicm of upgradation of standards i backward
States miight be considered as limited to ailocation of
additional funds for cxpenditure on such agencics as
Sceretarial and Attuched Oflices, Board of Revenue,
Treasurics and general administrative estublishments
at district, divisional and tchsil levels. W hold that
such an interpretation would be unduly  restrictive
and out of tunc with the enlightensd appreach to
the problem of inter-State disparitics (h has ins-
pired this part of our terms of refercnse, In our
view, the expression "General Adminisiraion’ occur-
ring in our terms of refercnce should be taken in its
broad sense as comprehending all the insty smentalitics
of Governments concerncd with general adminisori-
tion, maintenance of law and order, admi istration of
justice and other vital functions of Goveraments pur-
taining o the health and welfure of the o tizens.

4. Wc have taken the view that the Firance Com-
nussten is concerned primardy with exponditure on
revenue account.  But this can be consideied by sonmw
as restrictive.  Article 112(2) of the Continticn re-
lating to Central Budget and Arucle 202(2) of the
Constituiion relating io the State Budget do specill-
cally requirc that expenditure on revenu:  account
should be distinguished from other  cxpenditure,
Article 275 of the Constitution also reiors only to
revenucs’ of the States.  It, thercfore, scems o us
that while we can deal with all the requ-rements of
the States for upgradation of standards of administea-
tion ncluding social services, we should cencern our-
selves only with cxpenditure on revenue @ ccount and
not on capital and loan accounts. For Hurposes of
raising of administrative standards, wce aave there-
forc fefi out of account expenditure in States  on
schemes such as roads and drinking weeer supply,
which is generally booked under capital account.

5. We examined carefully the criteria with refe-
rence to which the backwardness of States n standards
of administration could be assessed with a measure
of accuracy and the assistancc provided to them for
reduction of the disparitics.  In an attem>i 1o assess
the extent of leewny to be made up by the backwurd
States in physical terms, we addressed a  question-
naire 1o all the State Governments as in A»pendix Hi.
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Many of the subsidiary points on which we obtained
information also gave some indication of the levels
of physical achievementis in several spheres of adminis-
tration and social services. On an analysis of the
information obtained, we found that except in cer-
tain sectors such as elementary education or medical
and public health, where the enrolment ratios or the
hospital bed-population ratios might give some mndi-
cation of the relative progress made by different
States, the information available about many heads
of administrative and social services did not provide
a workable basis for taking a view on physical re-
quirements of backward Staes. To illustrate, we
thought that the span of control in terms of area and
population of difterent functionaries at district, sub-
divisional and taluk levels could provide a reasonably
satisfactory yardstick for assessment of the standards
of general administration in different States.  But
analysis of the information obtained from the States
showed that it would be misleading to apply this
yardstick. Thus, for example, the average size of
a district in terms of population was found to be high
both in Bihar, which is admittedly one of our back-
ward States, and Tamil Nadu which is recognised to
be an advanced State. This should suffice to show
that the size of a district by itself cannot be taken
to be an indicator of the adequacy or otherwise of
th: administrative machinery of diffcrent States. Simi-
larly in the case of Police, available information on
the strength of police force and the facilities available
to police personnel was not such as to permit any defi-
nite conclusions about the adequacy or efficiency of the
police force in different States. Even in sectors such
as education or medical and public health where the
enrolment ratios or the ratio between population and
hospital beds gives some indication of the requirements
of the States on a comparable basis, we found it
difficult to translate the requirements in financial
terms in view of wide differences in scales of pay
and variations in patterns of assistance to institutions
run by local bodies and other aided agencies. On
consideration of these and other relevant factors, we
were led to the view that per capita expenditure on
administrative and social services in different States,
with all its imperfections, would be a convenient
yardstick for estimation of the requirements of the
backward States in broad terms. Having therefore
first projected the requirements of all the States-—
advanced and backward—on the basis of existing
standards of administrative and social services with
reference to the rates of growth indicated clsewhere
in the report, we worked out the per capita expeil-
diture on certain essential services at the levels likely
to be reached in 1978-79 and struck an all-States
average of such expenditure. The next step was to
identify the States whose expenditure was below the
all-States average under different heads and work out
the provisions needed to bring them up to the ali-
States average by 1978-79.

6. Tn order that this concept of upgradation in
terms of per capita expenditure may yield satisfactory
results, it was found necessary 1o exclude certain
typical States like Jammu & Kashmir, Himachal
Pradesh, Manipur, Meghalaya, Nagaland and Tripura.
If the figures of expenditure of these States are takon

into account for purposes of working out the all-
States average, the results would be vitiated.  In
working out the average of all States for purposes
of provision of additional funds to backward States,
we have, therefore, left out these States.  The re-
quirements of these exceptional States for raising the
standards of administration have, however, been
worked out separately on their merits with due regard
to their special circumstances.

7. The primary object of upgrading administrative
standards in backward States is to enable the Starc
Governments concerned to respond to the needs of the
people more effectively. This consideration is not
relevant in regard to tax collection charges. Provi-
sion for tax collection charges will have to be made
in relation to reccipts from the various sources of
revenue or on the basis of certain reasonable rates
of growth on existing levels of expenditure.

8. The question of mitigating disparities in stan-
dards of administration as between advanced and back-
ward States is not relevant in respect of items such
as Interest Payments(16) *, Appropriation for Reduc-
tion or Avoidance of Debt{17), State Legisla-
tures(18), Famine Relief(64), and Pensions and Re-
tirement Benefits(65). Provisions under these heads
will have to be worked out with reference to the
actual requircments of the States. As regards deve-
lopmental heads, it may not be relevant to consider
Industries(35), Multi-purpose Projects(42), Expendi-
ture on Irrigation Schemes (43 and 44), Road
Transport{(57), Electricity(45) and Foresis(70)
from the point of view of elevation of standards, be-
cause the expenditure under these revenue heads
relates mostly to the maintenance of irrigation
schemes, road transport undertakings, and depart-
mental units already in existence. If a State lags
behind in these sectors, the deficiency can be made
good only through appropriate programmes under-
taken as part of the Plan and not through alloca-
tion of funds on revenue account under our scheme
of devolution. Moreover, it should be remembered
that such outlays will be mostly on capital account.
We have, however, dealt separately with provision
for adequate maintenance of existing assets such as
irrigation works and roads and have provided funds
on the basis of certain norms. Adequate resources
have been provided under our scheme for mainte-
nance of buildings, irrigation and flood protection
works, roads, supply of medicines and diet in hospitals
and dispensaries for all the States. The backward -
States which, for paucity of resources or other rcasons,
have so far been unable to provide adequate funds
for maintenance of capital works, would be the prin-
cipal bencficiaries of the new procedure followed by
us for determination of funds for maintenance. The
expenditure on Forests(70) has also to be excluded
depending as it does on the cxtent under forests and
also perhaps on the revenue derived therefrom. Like-
wise, we have felt that expenditure on Agriculture,

*pigures in breakets relate to heads of account as in the
Account for 1973-74



