


CHAPTER |

INTRODUCTION

Commission was conslituted by an Order
'3rd June 1977 of ihe Vice-President acting
ident. The Order is reproduced below: —.

mrsuance of the provisions of article 280 of
the Constitution of India and of the
Finance Commission (Miscellaneons Pro-
visions) Act, 1951 (33 of 1951), the Vice-
President acting as President is pleased to
constitute a Finance Commission consist-
ing of Shri J. M. Shelat, former Judge of
the Supteme Court of India, as the Chair-
man and the following four other members
1amely : — :

(1) Dr. Raj Krishna,

Member, Planning Commission.

(2) Dr. C, H. Hanumantha Rao,
Director, Institute of Economic
Growth, Delhi.

(3) Shri H. N. Ray,

Finance Secretary,
Government of India.

(4) Shri V. B. Eswaran,

Member-Secretary.

. The Chairman and other members of the
Commission shall hold office from the dale
on which they respectively assume office
upto the 31st day of October, 1978.

. The Chairman and Member-Secretary of
the Commission shall render whole-time
service to the Commission. Dr. Raj
Krishna and Dr. Hanumantha Rao shall
render part-time service as members of
the Commission. Shri H. N. Ray will
render part-time service upto the 30th June,
1977 and whole-time service thereafter,

. The Commission shall make recommen-

dations as to the following matters: —

(a) the distribution between the Union
and the States of the net proceeds of
taxes which are to be, or may be,
divided between them under Chapter
I of Part XII of the Constitution and
the allocation between the States of
the respective shares of such pro-
ceeds;

() the principles which should govern
the grants-in-aid of the revenues of
the States out of the Consolidated
Fund of India and the sums to be

paid to the States which are in necd
of assistance by way of grauts-in-aid
of their revenues under article 275
of the Constitution for purposes other
than those specified in the provisos
to clause (1) of that article.

5. In making its recommendations, the Com-

mission shall have regard, among other

considerations, to—

(i) the resources of the Central Govern-
ment and the demands thereon on ac-
count of the expenditure on civil ad-
ministration, defence and border
security, debt servicing and other
committed expenditure or liabilities;

(i) the existing practice in regard to
determination and distribution of Cen-
tral assistance for financing State
Plans;

(iii) the revenue resources of those States
for the five ycars ending with the
financial year 1983-84 on the basis
of the levels of taxation likely to be
reached at the end of the financial
year 1978-79 and the targets set for
additional resource mobilisation for
the Plan;

(iv) the requiremen(s on revenuc account
of those States to mcet the expendi-
ture on administration and other non-
Plan commitments or liabilities, keep-
ing however in view national policies
and priorities. In assessing such
requirements, the Commission shall
take into account—

(a) such provision for emolumenis of
Government employees, teachers
and local body employees as
obtaining on a specified date as
the Commission deem it proper
and with reference to appropriate
objective criteria rather than in
terms of actual increases that may
have been given effect to; and

(b) commitments in regard to
interest charges on their debt,
transfer of funds to local bodies
and aided institutions:

(v) adequate maintenance and upkeep of
capital assets and maintenance of
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W4 The first mecting of the Commission  was

. New Delhi on 14th July 1977. The Com-
held -:‘thn( meeting adopted rales of proce-
: o those of the carlice Finance
The Commission also approved
of the issue of a Prc.\s: Nole in\li.czlling its .tcrms
of reference and nviting those interested in its
work o furnisf W riucn.mcl.nor:mdu to the Com-
mission setting oul lhca'r views and suggestions.
A circular Loder in similar terms was also ad-
dressed 10 vembers of Parliament, Members of
Sta o | cgislacures, Vice-Chancellois aud Hcads
of Economics Departments of Universities, lead-
ill_L‘ CC\,m\mf.\ls and others.

mission &
dure similar
Commissions.

5. Even bejore the constitution of the Com-
mission. the Department of Econcmic Affairs in
the Ministry of Finance had taken some prepara-
ory steps. In July 1976 all State Governments
had been requested to compile information on a
pumber of “Subsidiary Points” bearing on the
finances and the economy of the States. OQur
Member-Secretary was appointed as an Officer
on Special Duty in the Ministry of Finance some
time before the Commission was constituted. He
had addressed the State Governments requesting
them to compile forecasts of receipts and expen-
diture on revenue and capital accounts for the
five year period to be covered by our Report
(1979-80 to 1983-84). He had also requested
some of the Ministries of the Centra] Govern-
ment 1o furnish information likely to assist the
Commission.  Further, communications were
addressed to them as decided by the Commission
in its initial meetings. The more important of
these communications are set out in Amumexure
[II. The Union Ministry of Finance was also
requested to furnish the Commission with fore-

casts of revenue and expenditure of the Central
Government for the five year period of our
Report,

6. In September 1977, the Government of India
and the Planning Commission decided to termi-
naie the Fifth Five Year Plan with the close of
1977-18 and to initiate a rolling Plan from 1978-
79. Since the impact of this decision vis-a-vis
our terms of reference was not then quite clear,
we ac_idrcssed the Ministry of Finance and the
iPlunmng CUmmiSSiqn for a clarification. We were
nformed by the Ministry that our terms of refec-
feiice were not affected in any way.

G;'egr our request, the Comptroller & Auditor
e Anc of 'lndxa was good enough to instruct
Ccountants General of the States to assist

us by furnishing information which might be
needed by us from time to time. We are thank-
ful 1o them for complying with our requests for
information with care and promptitude.

8. Amongst the Slate Governincnts the Gov-
ernment of Tamil Nadu was the first to furnish
(o us forecasis on the revenuc and capital ac-
counts. The last State Governmen to send us
its forecasts did so in June 1678. Information
on the Subsidiary Points was also considerably
delayed by a_number of State Governments. The
forecasts were examined in our Sccrctaria.t. in
order (0 idenlify points which required clarifica-
tion and further information from the State Gov-
crnments, These were communicated to the State
Governments before the Member Secretary and
other officers of the Commission heid detailed
discussions with the officers of the State Govern-
ments, In this respect we foliowed the useful
practice adopted by the Sixth Commission. The
clarifications obtained as a result of these discus-
sions helped us greatly in acquainting ourselves
in sufficient depth with the policies and special
features of the finances of each State before our
discussions with the Chief Ministers and their
colleagues.

9. We were able to begin our round of discus-
sions in the State capitals with the Chief Ministers
and their colleagues in January 1978. The last
of these meetings was neld in July 1978. The
dates of our visits to the States are set out in
Aunnexure IV. ‘We are glad to say that during
these discussions there was a full and frank ex-
change of views on malters pertaining to our
terms of reference and the special circumstances
of the individual States. Our main objective
was to get a clear understanding, from the highest
levels in the State Governments, of the States’
policies bearing upon their finances, as well as
of various aspects of their fiscal management.
Following the Commission’s discussions with the
Chief Ministers and their colleagues, our Member
Secretary had wherever necessary further meet-
ings with the senior officers of the State Govern-
ments in order to go over matters of detail. At
these meetings with the State Governments, the
Accountant Genera] concerned was, at our request,
also generally present and assisted in the discus-
sions. Several State Governments had indicated
that the Commission might also visit some areas
in order to have a better appreciation of their
special problems and of features which, in their
view, made for higher costs of services. Some
of us were able (o ntake such visits, which turn-
ed out to be useful since they gave us a much




better feel of the special considerations urged by
the Statc Governments concerned.

10. We would like to iccord here o primmdc
for the ungrudging help and  cooperation we
received from the State Governments and  their
officers in all aspects of our work. We would
aleo like 1o thank the State Governments for ¥hc
courtesics and hospitality exiended to us duting
our visits to the Siates.

11. It was gratifying to find during our visits
to the Statc capitals that the Press took keen
interest in the work of the Commission. We
deeply appreciate such interest. Considering the
confic ial naturc of the discussions we had
with (he States, we were naturally not in a position
to speak frecly to the Press wherever they mct
us. At some places, leading figures from the
Press met us to put before us their appreciation
of the problems and ncads of the State. These
mectings were very useful.

12. In response to the Press Note and our
letiers inviting views and suggestjons ou our terms
of reference, we received a number of memo-
randa. The Lucknow University organised a
seminar especially to discuss some aspects of the
Finance Commission’s functions, and sent the
proceedings to us.
Hyderabad where a number of leading advocates
participated and discussed diverse problems relat-
ing to Centre-State financial and other relaiions.
The Commission received copies of the proceed-
ings of the seminar. The National Institute of
Public Finance & Policy, New Delhi, organised
a seminar, and thereafter forwarded a memo-

randum to us. We were also able to obtain,
through the kindness of Prof. Benjemin Brown
_ of the Harvard Centre of International Affairs,
__-and the Australian National University, as well

as through the good offices of some of our Mis-
sions abroad, valuable material on federal fiscal
relations in other countries. In the course'of
our visits to the State capitals, as well as at our
headquarters in New Delhi, distinguished persons
with experience in public affairs, economists,
representatives of Chambers of Commerce &
Industry, Members of Legislatures and -others,
whq were interested, met us. We took the oppor-
tunity qf ou{ visit to Bombay to have a very
useful dxscuss.mn with the Governor of (he Reserve
Bank of Indw} and his colleagues as well as (he
heads of' public sector financing institutions. We
would like to express here our appreciation of
the trouble and the time taken by them, We

have greatly benefited from their statements and

from the memoranda we received from them. A

A seminar was also held at

souti whc
list of individuals and o?-ganAl:‘::;::; \A
us memoranda, is given 11 Annexure V1.
list of those who met us it 2 digcussion

13. We have also had delﬁ'lc(.i : ‘LS‘ Ao[ F
the Secretaries in the Union .M.mis ryndum
and senior officials of the M"”SWj ‘DireCt
Chairman of the Central Boa.d o: Custom
and the Central Board of E?cc:se & Custon

‘1 the Home Secietary, the L
scparately with the ial Welfare.
Sccretary and the Sccretary, Socia ‘o
discussions, concerning the fo'recszt ©

. ‘he Central Governm
and. cxpenditure of . "
well as some other matters pertaining (0 ¢
of reference, were extremely useful.

14, We would like to acknowledge and.
our deep appreciation of the ungrudgi
painstaking work put in by our office
research staff. Shri R. K. Dar, Joint Sex
Shri M. R. Sivaraman and Shri S. K. Das
Directors, not only provided guidance
research staff but also did considerable ¢
work on their own. Our Sepjol Research ¢
Sarvashri M. L. Anand, R. D
R. N. Jain, J. L. Kapoor and G. G. Na
Research Officers S--vashri P. S.  Gill,
Juneja, Manohar Lal, 3. 1. 3ahni and K.
taraman, who formed the Research Grou
only did thorough work ia collecting and
sing the voluminous data reiating to th
casts of the States, but also did special
which were essential for our work.in reg
maintenance of capital assefs, returns on
ments in power, irrigaion ana public un
ings, and the proposals of the States for 1
ing the standards of administration
thoroughness with which they all worke
such that we rarely had occasion to ask th
tariat for further information or clarificatic
a paper on a subject had been prepazr
brought up before the Commission. Shy
Dhawan, in view of his experience in th
of the Finance Commission, was not Qniy
help to the Chairman as his Private Se
but also h.an.dled the forecast of one of th
States, Similarly, Shri K. B, L. Mathur,
Secretary to Prof. Raj Krishra, gave »
a_SSlstal}ce to the senior officers of the
Sion with his specialised knowledse of a
work in the economic field. We sho
ac_knOWIf-‘_dge here the quist and smooth e
with vyhmh our house-keeping staff wor
us, guided by Shri P. L. Sakarwal, Unde
ary, Shri H. R. Meraney, Superintenc
Shri P, N. Sachdev, Accounts Office-
us would also like to add that our PRISO
performed their duties to our entire sati









plan period. 1n regard 1o puichse tax on sugar-
cane, we have Laken note ol the recent steep in-
crease  the production ol stigar in the couniry,
and the possibili(y (hat increases of the same order
would not occur in the next lew years. We have,
thercfore, adopted a rate of grovth of 3 per cent
for receipts from this tax in the casc of Utlar
pradesh and Bibar and 4 per cent for the other
States.

State  excise duties and the
prohibition
10. We have paid special atlention to the pro-
jection of the revenues [rom State excise duties,
keeping in mind the aatjonal policy favouring
complete prohibition in 4 years. Almost all the
States have indicated to us that they are in agree-
ment with this policy in principle, though the
steps different States have taken till now do not
go equally far towards complete prohibition. Some
Stales have indicated in their forecasts the reve-
nue clect of the measures they have already im-
plemented and have in mind for the future. A
few Slates have given us alternalive projections
of revenue, with and without the introduction
of prohibition in stages. We have kept in mind
the context of the national palicy while decid-
ing the method of projecting the excise revenue
from potable liquor. We have estimated the
excise receipts for 1978-79, on the basis of the
decisions taken and implemenied by the State
Governments so far, such as a specific reduction
in the sale of liquor, declaration of Jarge areas
as dry, etc. We have assumed that the revenue
thus assessed for 1978-79 would remain static
each year of the forecast period, To this we have
added, for each year, the assistance assured to
the States in the present Central Government
policy on the subject, equal to half the difference
between the total receipts of excise revenue for
977-78 and the re-assessed reccipts for 1978-79,
therever the Jatter is less. In regard to the other
ems of revenue booked under the same head,
e have adopted a rate of growth of receipts at
per cent per year. We wish to state specifically
1l the method we have adopted for projecting
le excise revenues should not be construed as
disparagement of the intentions expressed by a
umber of State Governmenis to take steps pro-
ressively to achieve prohibition in the next 3
r 4 years, We feel, however, that it would be
usafe to project the revenues in any other man-
er than the one we have adopled. The level of
fevenue which we have adopted for each Stale
and each year, should be the one with respect
o which the Central Goverument would make

impact  of

7

grants to the Stafcs to compensalc any loss of
excise revenue arising from prohibition measures
in the years 1979-80 to 1983-84. We have given
in Appendix 1. 2 the receipts we have estimated
under this head, for each State and each year,
broken down between cxcise revenue from potable
liquor and from the other receipls under the
head.

The Department of Social Welfare of the Cen-
tra)] Government have written to the State Gov-
ernments on 3rd August 1978, and also to us on
the 4th August 1978 indicating the policy of the
Central Government. We had taken up this sub-
ject in the course of our discussions Wwith the
Secretary in the Department and with the Union
Finance Secretary. The Unicn Finance Secretary
has also written to us clarifying the policy. These
communications have been reproduced in Ap-
peadix I. 3(i) to (iii). We find that the present
policy of the Central Government, offering to
compensate the States to the extent of 50 per cent
of the loss of excise reveuue if they took steps
{o implement prohibition, stipulates that the entire
revenue under the major head “039—State Excise”
would be counted for the year 1977-78 as
well as for the year for which a State makes
a claim for assistance, in order to determine
the “established loss” of revenue. We find that
in a number of Stafes the revenue from items
other than potable liquor is substantial, and as
we have observed earlier, is being projected by
us to grow annually at 5 per cent. We would
also like to mention that in Karnataka there are
cesses on the excise revenue, the receipts from
which are not booked under the same major head
of account as excise, and the loss of which, there-
fore would not be reflected in the revepue under
the excise revenue head. A npuinber of Siates
have also pointed out that with the introduction
of prohibition their revenue from sales tax on
potable liquor would diminish. We find from
the clatifications given to us by the Central Gov-
ernment that its assistance policy would not cover
the loss or diminution of these revenues. We
had also enquired, in our discussions with the
Union Finance Secretary, whether any studies
had been done which would support the position
taken in the assistance policy of the Centre that
the uncompensated part of tie excise revenue can
be made up by the States by tapping the savings
on consumption of liquor tlirough other means.
We were informed that while this matter had not
been studied in delail, it was she belief of the
Central Government that saviags on liquor were
likely 1o be spent on other consumption which






as population grows and urbanisation
Tt also seems 40 us that if deficits in
ies and services. which are of the nature
es from the budget. are not taken note
mecions efforts are not wade 1 reduce
re is hound to by a dzgrec of laxity in
ontrol over costs ad in pricing olisjes.
NILC, n_l the same time, that the States
some time to improve the financial work-
ch ventures.  We have accordingly re-
he forecasts of receipts and expenditure
tems. so that the deficit would be reduc-
by 1983-84. In the case of water trans.
ces run by the Assam Government, how-
sidering the unique place of (hese services
onomy of Assam. we have assumed that
t would be reduced to half by 1983-84,

» poie with concern that in some States
seared to be no policy in terms of which
rtments concerned with the provision of
and services of the nature described
ere required to control costy and to im-
ficiency in such a manner as to reduce
jurden on the budgets. The State Gov-
; which are not already maintaining pro-
ymmercial accounts for such schemes and
should consider doing so. This should
yringing about a degree of cost-conscious-
the management of these schemes and
thereby resulting in economy and greater
/. .

'e have elsewhere referred to another
iamely high levels of arrears of revenues
States, and indicated that we have assum-
the arrears would be reduced in the fore-
jod. In our examination of the forecast
capital account also, which we deal with
e have assumed recoveries of loans on
is of a normative approach rather than
«dit for the unsatisfactory position in
tates. Another important area where
anagement should produce better results
w, concerns the working of the depart-
schemes for irrication, electricity and
t as well as the corporate bodies set up
States in these fields, which we shall dis-
some detail later.

nal resource mobilisation.

n the projections of the revenue receipts
States as described above, we have taken
:ls of taxation-as in the current year, on
is of the information furnished to us by
tes till early in October. 1978. Para 5(iii)

of the Presidential Order requires us to have
regard alko (o the targets for additional resource
mobilisation for the Plan. We have been inform-
e¢d by the Planning Commission and the Union
Finance Ministry that the aggregate of the targets
for additional resonrce mobilisation in the current
year is Rs. 452.17 crares for all the States, exceptl-
ing Meghalaya and Sikkim for which no such
target wag settled. We have also heen informed
that in somc States the target figures include
resources to be mobilised through cconomies in
expenditure and better collections of revenue,

which it is not possible to quantify. Another
relevant point in this connection is that States
still have a few months in the current year dur-
ing which they may take steps to mobilise fur-
ther resources. We have also noted that when
the targets were fixed it was not known that the
Central Government would levy an excise duty
on electricity, which, according to onr estimation,
should yield Rs. 125.33 crores in the current year
relateable to generation of electricity by the elec-
tricity boards and other undertakings of the
States. This levy, we have no doubt, would have
the effect of inhibiting the State Governments from
revising electricity duty upwards and the electri-
city undertakings from revising their tariffs up-
wards for raising more resources for themselves.
In the light of these factors we have considered
it appropriate to reduce the resource mobilisation
target of the States by the amount of the Central
excise payable on generation of etectricity. We
have also assui..d that the norm of performance
against the target so adjusted should be the same
as it had been in the States as a whole in the four
years 1974-75 to 1977-78, when the all States.per-
formance was 94.98 per cent, We have further
assumed that the proportion of the tax and non-
tax measures, which would be reflected directly
in the budget, to the resource mobilisation by the
State enterprises would be the same as it was
in 1974-78. On these assumptions we have work-
ed out that the aggregate modified target for the
twenty States (for which resource mobilisation
targets were set for the current year) should be
Rs. 190.36 crores for tax and non-tax revenue
measures, and Rs. 120.07 crores for measures in
the field of the State enterprises. Taking the addi-
tional resources so far raised by the States. we
have computed the shortfalls in performance
against the modified targets of tax and non-tax
resources which we have derived. TFive States
have done better than the target worked out by
us. So as not to penalise the effort, we have given
these States credit for their performance in excess
of the target. After allowing for the full year’s



yield of the measures taken by them, fourteen
States have shortfalls as shown below:

States (Rs. crores)
1. Andhra Pradesh 19.78
2, Assam 211
3. Bihar 10.58
4. Harvana 5.90
5. Jammu & Kashmir 1.26
6. Kamataka 13.33
7. Kerala 6.84
8. Maharashtra 21.89
9. Manipur 0.26
10. Nagaland 0.10
11. Rajasthan 979
12. Tamil Nadu 8.23
13. Tripura 0.21
14. Uttar Pradesh 19.67

We have added these amounts back to the re-
venues of the States in the current year and pro-
jected them to grow during the forecast period
at the same rate as the aggregate tax and non-
tax revenues of each State (excluding interest and
dividends) as reassessed by us. The receipts thus
projected have been added to the revenue receipts
of these States for the forecast pzriod,

Shri H. N. Ray. however, does not agree with
this approach and has given his views in a
separate Note which has been appended to this
report.

Revenue expenditure .

20. We now indicate the manner in which we
have reassessed the revenue expenditure projec-
tions of the States. We have kept in mind the
desirability of the State Governraents restraining
the growth of non-Plan expenditure generally in
the interest of the provision of services to the tax-
payer at the least cost to him, and of conserving
resources for the development Plans. We have
projected most items of expenditure to grow
annually at five per cent wherever the States have
adopted a higher rate in their forecasts. In the
case of the tax collection charges, as well as
Treasury and Accounts Administration, however,
we have recogniséd that in many States a some-
what higher rate of growth of expenditure than
5 per cent a year in the forecast period would
enable them to improve the efficiency of the
departmental organisations and achieve better
administration of the taxes and higher collections
as well as improved control over Government
expenditure. The rates of growth adopted are
six per cent and eight per cent in most cases.
The expenditure on the Police has been reassess-
ed on the basis of an annual rate of growth of

10

6.5 per cent, and expenditure on fire se
6 per cent.

21. Under developmental hca.ds of ex
we have given special consideration to the
metits of individual States. For educ
annual rate of growth of 7 per ccr)t h
adopted for reassessing the gxpcndnurc
of these States, namely, Bihar, Jam,
Kashmir, Orissa, Tripura and West Beng
for the other States, the rate adopted it
ceut. or medical services, we have adop
of growth which would enable States' tc
adequately for items like X-ray equipn
We have also. provided additionally for
turc on medicines and diet for patients
States can spend upto Rs. 2568 a year «
cines and Rs. 1100 a year on diet per
bed. The former is the average expenc
medicines for all States in 1977-78 as e
by us, and the latter has been. taken by
desirable minimum. We have shown in
dices 1.4(i) and (ii) the additjonal provisi
included in the forecasts of the States cc

22. We find a variety of practices in
States in regard to old age pensions and
for the destitutes, the.infirm, etc., the ext
on which is booked under the head 2t
Security and Welfare. In a few States,
no such social security scheme at all, -
others the rates of monthly pension are
in our opinion. We feel concerned ab
situation, and believe that it would be ¢
to have some uniformity as between the
We have, therefore, allowed in the forecas
adequate provisions in each State to ena
ment of Rs. 60 per month by way of
security pension to 0.1 per cent of the po
according to the 1971 census. In the cas
States where the expenditure on social
pension is higher than this level, we hav
ed it to stand. The amounts thus provid
been taken at a static level in each yea:
forecast period. The provisions allowed
together with the actual expenditure in
are shown in Appendix 1.5. Some Stal
recently decided on unemployment relie
ments. West Bengal, Kerala, Xarnatal
Punjab ‘have included pensions on this
in their revised forecasts on revenue acco
are not in a position to judge the merits
schemes and their priority vis-a-vis other
mental schemes of the States. We belie
such schemes should properly belong to th
and have therefore not allowed any provi
the forecasts as reassessed by us. ‘



23. In regard to the transactions on food and
civil supplies we have examined the revenue cx-
diture head 309 and the capital account head

. taking into account the different practices
swed by the States for the booking of transac-

s in the accounts, We hiive assumed that
sp| in Himachal Pradesh and Jammu & Kash-

, there would be no net burden on the budgets
he forecast period on account of these trans-
ons, bur have allowed for the repular estab-
ment costs. In regard to food subsidy. Hima-

| Pradesh has included in its forecast a small
yunt for subsidising mainly the cost of trans-

t of certain essential commodities to the remote

1s in the State. In view of the special circum-
ces, we have allowed for this expenditure.
ymu & Kashmir has been withdrawing food
sidies in a phased manner since about 2 years.
sording to the State Government, the total
den on the subsidy on foodgrains had reach-
Rs. 15.87 crores in 1975-76, whereafter it is

1g reduced progressively. Simultaneously the

te Government has undertaken certain deve-
ment schemes outside the Plan, utilising the
ings on the food subsidies. We understand

t the Planning Commission has till now allow-
such an arrangement. The State Government

. included expenditure to the tune of Rs. 12.66
res on food subsidies in its forecast for the first
rears on a diminishing scale, and at the same

e has also proposed a food subsidy sub-Plan
Rs. 56 crores in the five year period made up
Rs. 13.15 crores on revenue account and Rs.
42.85 crores on capital account. The State Gov-
ernment has urged that since the Planning Com-
mission has so far allowed a food subsidy sub-
Plan outside the Plan, the same practice should
be accepted for the period covered by our Report
and Rs. 56 crores should be provided for on the
non-Plan account for a food subsidy sub-Plan.
We have given careful consideration to this
=r. We appreciate the efforts of the State Gov-

ent to reduce the food subsidy expenditure

| after the first 3 years of the forecast period.
have accordingly allowed this expenditure to

une of Rs. 12,66 crores in the years 1979-80
181-82. However, in regard 1o the food sub-
sub-plan, though we may be in sympathy

the approach of the State Government, we
precluded from providing for expenditure of
sarly developmental nature which ought (o

1 the Plan. Besides, we are not aware Gf the

ents of the sub-Plan of Rs. 56 crores. Even

: were, we are not in a position to assess their

its as the Planning Commission would be

to do. We are, therefore, leaving this aspect

11

‘provides non-Plan grants.

fo be discussed and settled between the State
Government and the Planning Commission.

24, There are a number of items of expenditure
in the States for which the Central Government
Some of these items
are functions performed by the States as agents
of the Central Government. Many others are in
pursuance of schemes of joint efforts between the
Central Government and the States to improve
particular areas of administration, for instance,
grants forming part of Central assistance for
modernisation of the police. Some others have
ad hoc origins Jike grants to the States towards
the cost of the personnel of the former National
Fitness Corps. Among the Central Ministries
only the Ministry of Supply and Rehabilitation
(Department of Rehabilitation) has written to us

- that they are meeting the cost of certain institu-

tions (Permanent Liability Homes, etc.) in the
States which had been set up as part of the mea-
sures for rehabilitation and welfare of refugees
and migrants. They have observed that institu-
tions of these types should be the responsibility
of the States concerned, but the latfer had not so
far taken them over on account of financia{ con-
straints. The Department have, therefore, sug-
gested that we may take this into account and
allow for the full expenditure in the forecast of
the States concerned. A copy of their commu-
nication is reproduced at Appendix 1.6. We have
accepted this request and have accordingly allow-
ed fully for the expenditure on the institutions in
the forecasts of the States concerned. As regards
non-Plan grants by the other Ministries, we have
assumed that they will continue as at present and
have reassessed the States’ forecasts accordingly
wherever necessary,

25. The forecasts of the States include provi-
sions for assignments of revenues from taxes to
loca] bodies. The taxes so assigned and the
amounts involved differ widely as between the
States. We have provided for these assignments
to continue in the forecast period on the same
basis as at present. State Governments also give
grants to local bodies. A few have revised the
amounts of these grants recently. We have
allowed provisions for these grants to continue
on the current basis, with an annual jucrease of
2 per cent in the forecast period.

Committed liabilities

26. The maintenance of Plan schemes com-
pleted by the end of 1978-79 becomes a “com-
mitted” liability on the non-Plan account from



We had requested State Gov-
detaits of Plan cxpenditure
well as their cstimates

1979-80 onwards.
ernments to furnish us
07R-70 as
:)Ofrﬂ::ec::lar:ﬁr:cgiinhﬂit_\' from 107‘)-?0 m\wnr.ds.
We had asked for echeme-wise detaile. shnzunr_r{
recurring and pon-reurring items. fog all .lrnr(‘
Governr;'cnts have been able to 77 ns the m,ﬂ.n
mation in detail. We have al yiced (hn‘t cl“
n..av States the Plan outlay budgeted by th :“
is dfffcrcnl from the Plan outlay for the C}!;fi‘1
vear approved by the Planning (‘onm]ns.‘:imz.
Since the Plan outlay approved byllhc r m\\ :f
Commission is linked with a ceriain schcm’k (f
financing settled at the time of ihe approval ©
{he Plans. we have taken the al‘l“"?"c‘.‘_m““ ,‘?_‘"'
lav as the basis. The committed lmbxht:v arising
n account of expenditure on.ll\_c capital side,
for example. maintcnance of bmldl_ngs, roads an]d
jrrigation works. have been examined separately
and provided for as indicated 1at.cr.. .We !12}ve
therefore estimated the committed liability arising
out of the revenuc account component of the
approved Plan fo- 1978-79; where :he budgeted
outlay is different from the approved Plan outlay
we have made our own estimate of the revenue
component of the approved outlay. Similarly,
in respect of Central sector and Centrally sponsor--
ed schemes, we have suitably modified the out-
lays shown in the State budgets in the light of the
outlays in the Central budget. We have also
taken into account information furnished by the
Planning Commission, which may be found in
Appendix 1.7, for the purpose of estimating com-
mitted expenditure liabilities in the States. For
instance, a number of states have included in their
forecasts provisions for family welfare program-
mes on the assumption that they would cease to
be Centrally sponsored, though the actual posi‘ion
is otherwise. We have corrected the forecasts
of the States in such cases.

27. The committed expenditure cstimates as
percentage of the revenue Plan outlay of 1978-79
vary very widely as between the States. For in-
stance, in the State Plan sector these percentages
vary from 25.4 to 85.96. This range of variation
is inexplicable since the content of ihe revenue
Plan outlay under the different heads of develop-
ment does not vary too much as between the
States. Keeping these considerations in mind.
we have allowed for committed expenditure lia-
bilities in 1979-80 at the levels proposed by the
States, subject to a maximum of 50 per cent of
the revenue component of the plan outlay for
1978-79. In the case of Sikkim and Haryana
w.hich have made unduly low estimates in -our'
view, we have adopted 30 per cent of the revenue
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plan outlay. The .estimate for 197
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-1 by ouf Report.
:v(\'cmzwcrs of the North Eastern Cou

pmvidcd for the committed expendl:
on account of North East.ern C
<chemes in those States. which arc
completed in 1978-79. We have
necessary information from the Co
tariat.

We would like to suggest here the
useful if the State Governments, an
pPlanning Commission also unde;
which would help them, and future
missions, to estimate “committed’
liabilities much more closely than
case.

Debt Services o
28. Interest payment liabilities ha

ly got verified from the Accounta
and adopted accordingly. Some £
cluded in their forecast interest lial
borrowings in the forecast perioc
decided not to take into account the
ings and lendings of the States it
period, and therefore the interest li
as interest receipts attributable to
rowings and lendings assumed by t
been omiited in our re-assessment.

have provided for the interest liat
accretions to provident funds in
period in each State, as estimated

In the case of Assam, we have al
on Central Loan assistance assume:
forecast period towards the outlay
project of the State.

29. We have carefully considere
whether appropriations for the red
dance of debt should be allowed £
ture on the revenue account. The -
ces amongst the States are not u
States do not make these appr
some of them have included expe:
account in their forecasts. Very f
the appropriations to sinking fund
are presently made. The Reserve
. whom we consulted, has indicated
borrowings from 1975 they had :
States that it was not necessary to
funds. Earlier they had advised ths
that it was not necessary to provi
account for depreciation funds.
cation to us has been reproduce:
1.8. Considering this advice an
practices in most States, as well















es would vary quite often frop Otte

) o project
ther. We are in no position 1o go ijnlo
fividual projects.  Our purpose wijy be

by the adoption of an over-aly norm for
ig out the maintenance provisions for (he
on systems in the State as a whole We
» that as a tule the provisions I'CQIIil:c(I on
scount would be adequate if caleulated gy
) per hectare of gross irrigated arca, with
dition of 20 per cent thereof for special
;. These provisions would include {he cost
*k-charged as well as regular establishmenis
yols and plant. In the case of a few States
Andhra Pradesh, Kerala and Orissa, how.
on the basis of the information availablc
1s from them, we have adopted a norm of
5 per hectare. Himachal Pradesh, Magha-
Sikkim and Tripura do not have any
ion at present from major and medium
ts. Schemes now under construction are
ied to give benefits in the forecast period.
wve presumed that 2/3rd of the potential to
;ated would be utilised, and we have pro-
for working
)ss irrigated area calculated accordingly, In
cases as well as for Manipur we have not
ed any return by way of interest on the
‘ment; receipts, however, have been taken
itch working expenses.

In a few States, the expenditure beoked
. relevant major heads of account in 1976-77
\gher than what they should have been on
asis of the norms we have adopted. We
however, no clear explanation for this si(ua-
It appears likely that the utilisation of
otential in the projects in such cases is
lower than the optimum, and this may be
\portant factor. ’

In order to allow in our re-assessment of
srecasts of the States adequate provisions
e maintenance of new irrigation sysiems oOr
sions of the present irrigation sysiems likely
- completed in the years covered by our
tt, we have to estimate what the gross irri-
areas are likely to be in each year in each
The information furnished to us l.)y the
 in this regard has been compared with the
s of creation of additional irrigation poten-
1 each State in the new Plan period up.to
83. We find that there is too much of varia-
between these figures and the information
to us by the States. We have, therefore,
een able to accept the estimations of the
5, We have assumed that in each State the
irrigated area will increase in the years of

xpenses at Rs. 45 per hectare |
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the forecast period at the same rate as the irri-
gation potential at the end of 1977-78 should
Increase in order to achieve the target potential
n 1982.83, We hejieve that this would give a
reasonably good approximation of the likely new
development of irrigation, and we have allowed

for maintenance provisions accordingly in the
forecastg,

43.' We have given careful consideration to the
Question of returns on the investments of the
State Governments in irrigation, power, fransport,
etc. This is a major areca of fiscal management
where poor performance would lead to sizable
subsidy burdens on the budgets and therefore
on the general tax payers. A few States have
argued before us that irrigation systems, tran-
Sport services and electricity schemes are “social”
services provided by the Government, and returns
on the investments made should.not be insisted
upon. We have no hesitation in rejecting this
view, which is little better than a clock for ineffi-
ciency and the lack of will to make these invest-
ments pay. We find that the National Development
Council and. the Planning Commission also
expect that State Government investments of this
nature should produce returns.

44. In respect of multipurpose, major and
medium schemes, we have noted the concern of
the earlier Finance Commission, and also the
Commissions and Committees which have gone
into the question, that-the deficits suffered by
the State budgets have been increasing over the
last few Plan periods. The picture presented to
us now by the States shows no improvement
except in a few of them. The information fur-
nished by the States, in the form we had referred
to earlier, shows that for the period 1979-84,
nineteen States would be in deficit to the tune
of Rs. 2800 crores after providing for working
expenses and interest on the investments at the
rates prescribed by the State Governments con-
cerned. We cannot but record our views that
this is a serious situation. Without providing
for the interest, the defigit shown for the same
period by the same State is Rs. 302 crores. This
is the amount by which working expenses exceed
receipts. The last Commission had proceeded
on the basis that the States would improve their
position over the period 1974-79 so as to match
receipts and working expenses. It is, in our
view, disappointing that this situation has not
been achieved. Complacency in this regard
would be harmful and unjustified. Such deficits

are in fact subsidies by the general tax-payer to

those who benefit from irrigation. It is not as



if that these budgerary subsidics can l."c reduced
only by raising the irrigation rates. which States
find difficulty in doing. Steps like !1(‘“1‘1‘ utilisa-
tion of the available potential. efficicn! and cco-
nomic maintenance and management of (he -
gation systems. raising water ralc (l(‘mm'uk « or-
rectly and collecting them  fully and in timc.
will all contribute to the desired result. We may
note here that in quitc a fcw States the arcas
of watcr rates are substantial. A fow Statcs have
in fact assumed that the position of recovely of
the current demand and of arrcars will not 1m-
prove in the orecast period. We do not think
it proper to make allowances for such factors.
Nor do we consider that we should only satisly
ourselves with stipulating that receipts and
working expenses should be matched as they
should be. and no better performance should be
expected. At least a small improvement is dcfi-
nitely called for. We have accordingly assumed
that in each State in the period covered by our
Report, receipts should not only cover working
expenses but also provide for a return by way
of interest at 1 per cent on the total capital
invested by the States at the end of 1978-79, as
estimated by us from the information furnished
by them including their budgets. We have assum-
ed that his return of 1 per cent would be achieved
beginning with 0.2 per cent in 1979-80, and going
up by 0.2 per cent in each year of the period.
We have re-assessed the forecasts of the States

accordingly.

45. We have given in Appendix 1.14(i) the
re-assessed receipts and working expenses for
1979-80 and 1979-84 together with the corres-
ponding estimates of each State. We have also
added the following Appendices: —

114 (ii) Position of revenue arrears at the

end of 1976-77, 1978-79 and 1983-84.

(iii) Water rates ner acre in the States.

Minor Irrigation

46. Minor irrigatio
kinds, and much more
and medium schemes
From 1st April 1978
are defined to includ
command areas upto
of the capital cost, These schemes include fow
irrigation from surface water, with small storages
or diversion works and river lifts. Tn the hilly
regions these are generally the means of irriga-
tion. Tanks are important sources of minor
irrigation in some States. The potential from
surface water irrigation schemes by the end of
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1977-78 has been catimated at 7.8 Million hec-
The potentia] from ground watar . eloP"
created by the end of 197778, ., yer

million hectares.  Rapacially
development  there  hag peer
tivators from (hei

tares.

ment,
much larger at 21

in ground water
very sizable investment by c{yl vato
own resources as well as ”Iﬂ'lltlf'l(’ﬂﬂ' ':H'Ianct
in a very large way. In a few States, Gf’ve-rn
ment investments in tubewells for cxfi;rttat:?r
of ground water resources are substantia .h()u',t(
a few States have also set up cnrporate' ()d|;c<
for minor irrigation investments. especially i
tubewells.
f tanks as well as othe

47. The maintenance o :
isfactory in man

" . t
surface works has not been sa :
parts of the country. It seems desirable that th

his situation arc studied and reme

rcasons for t
dial steps instituted.

important contributory .
tive neglect of ex-zamindari works in a fe

States, while in some others the transfer of res
ponsibility to local levels was perhaps not accom
panied by the provision of technical st:{ff of th
levels of competence required. Financial allc
cations have also been offen too small. Amon
the consequences of unsatisfactory maintenance
has been a deterioration in the certainty of wate
supply for irrigation from these works, and th
lIow level of receipts from water rates. It appear
that this may also have led to inadequate finar
cial provisions for the proper maintenance c

these works.

48. Not all the States have furnished informe
tion to us showing the Government investment
in minor irrigation, the irrigation potential an
its utilisation, the receipts and the workin
expenses. Some¢ itates have not furnished info:
mation in regard to schemes with the corporat
bodies which they have set up. Appendix I.1
showe the net receipts from minor irrigation i

9 as they appear in the budget estimate
States.

It appcars that one of th
factors has been the rela

-

The Sixth Commission had stipulated th:
ates should reduce the lossecs of minc
on works _in 1978-79 to 50 per cent c
3::({ tv}\:;:e.ln19179173-74. That Commiissio

in -72 the States | ‘

i incurr
;c:;s %toél(!i)out Rs, 42 croreg Oon minor i:ruiiluct?o
contro] Mmaintenance c:;per
of Irrigation (non co i “ame hea

; N-commercia]), H

1978-79 is that the losses ‘ T!w po.smon i
are estimated at Rg. 65.5

c i S
Uttar Pradesh shows {he h oS in 20 State.

'ghest Tos g abot



7 crores. We can readily apprediate that
orking expenses would have increaseq con-
bly over the levels obtaining 5 years

1 s ! . ago,
w of the general increase in prices in the
SC\'Cl'lliCS~ We arc also aware of ”lc

scs in costs Of energy as a pesult of tarift
ms by the Electricity Boards, a factor of
crable relevance in the  States in which

investments in mh.cwdls are substuntind,
U.P. At the same time we are also aware

constraints in the way of revising water
apwards: this would be all the more difii-
n irrigation sources other than tubewells,
w of the uncertaintics in the nvuilability
ter when needed for irrigation. However,
juc attention to maintenance, ang deter-

cfforts to maximise utilisation of the
ial available, we sce no reason why the
( burdens on the Statc budgets Ly way of
in these schemces, should not be reduced
ntially. For instance, we have been inform-
it even in tubewell systems in a few States
tual irrigation is perhaps about 60 per
yf the potential, for various reasons likc
smpletion of the channels, irregular avail-
- of power, etc. Such deficiencies can cer-
be set right.

Taking an overall view, and keeping in
the desirability of reducing the burdens on
tate budgets, we are proceeding on the
that in each State the level of losses in
30, after taking into account the “com-
[” expenditure, would be progressively
>d to half by 1983-84. The forecasts of the
have been reassessed accordingly.

control schemes

We now turn to the question of provid-
lequate funds for the maintenance of flood
)1 schemes, in which we include drainage

and anti-seg erosion works. Here again,
we been confronted with the problem of
juate data. Not all States have responded
r request for information on investments,
s of embankments, drains, sea walls etc,
2nance expenses, norms for such expenscs
Among the States which have furnished
1ation, a few have shown investments on
are stated 1o be present day costs, which
have calculated by inflating the historical
to allow for current price levels. We have
wred the information furnished by the States
that obtained from the Planning Commis-
‘e Union Department of Irrigation, and the
al Water Commission. The Department of
tion have indicated that in the last couple
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of decadcs, rovided

tenance of hivou ooV I
were inadequate, with the conscqguerice that em-
bankments breached often, leading to substantial
damage (o lifg and property, and also to large
expenditures on repairs and restoration of the
works, rchabilitation of the pcople affected, cte.
A Ministers' Committee which reported in March
1.972 had recommended that the annual provi-
ston for maintenance of  embankments  and
drainage works should be 4 to 5 per cent of the
capital cost worked out 1o the price levels of
1972, and 5 to 13 per cent in the case of river-
training and anti-sea crosion works. That Com-
mittce found that in fact about 0.5 per cent of
the capital cost was being then spent on thel whole
for maintenance of these works. The Sixth Com-
mission provided 4 per cent of the capital invest-
cd at the end of 1973-74 for the maintenance
expenditure for flood control works. The Cen-
tral Water Commission have now stated in a
communication to us that thcre are about 10700
k.m. of embankments and 18700 km of drainagc
channcls constructed till March 1978, apart from
anti-sea crosion works and river training works.
They have indicated the norms of maintenance
expenditure for different kinds of works, observ-
ing that a uniform percentage of the capital cost
would not be appropriaie. The Department have
suggested that earthen embankments would need
between Rs. 7000 and Rs. 10,000 per km. annual-
ly at current price levels during the first 3 years
and between. Rs. 5000 and Rs. 7000 thereafter.
On current costs of construction, the Department
has worked out that these norms would be 3 per
cent of the capital cost initially and 2 per cent
thereafter. Armoured embankments are stated
to require annually from Rs. 5000 to Rs. 7000
per km. For drains, broadly classified into three
categories by capacity, the norms of maintenance

" suggested by the Department are Rs. 1000 per

km for capacities above 500 cusecs. On the basis
(upto 500 cusecs capacity) and Rs. 3000 per
km for capacities above 500 cusecs. On the basis
of these norms, .he Decpartment have roughly
estimated that the annual maintenance costs
would be Rs. 15 crores for .all flood protection
works in the country. The actual expenditure,
as seen from the accounts, was over Rs. 23 crores
in 1976-77, but this figure probably includes
“special repairs as well as reconstruction after
damage by floods, which are not included in the
calculation of the annual costs done by the
Department.

52. Appendix 1.16 shows the information cb-
tained from the Central Water Commission in

.



regard to lengths of cmhnnkmcnﬁ. drainage
channels ctc.. as also corresponding ﬁgnrcc
furnished to us by the State Governments, The
wide variations between the two scis of fipures
in the case of some States arc possibly due to
differences in the classification of the items taken
into account.

§3. In the light of the above, we have esti-
mated the annual requirement for maintenance
of flood control and drainage works, and anti-
sca crosion works, taking into account the
physical date from the Ceriral Water Commis-
sion and the Statcs, the maintenance norms sug-
gested by thc Department of lrrigation, the
actual cxpenditure in cach State in 1976-77, and
such data as arc available in the budget docu-
ments and the finance accounts of the States.
The provisions we have allowed for 1979-80 arc
shown in Appendix 1.17 togcther with the provi-
sions allowed in the subscquent years of the
period covered by our Report. The latter have
been worke4 ~* qssuming an annual growth of
€ap~nditun er cent for 1979-84. The pro-
visions ht ed should, in our view, meet
the requirements of special repairs, as well as the
maintenance of new works which may be com-
pleted during the years covered by our Report.

Investments in electricity

54. We have already dealt with the question
of returns on State Governments investments in
irrigation. We now turn to their investments in

lectricity. Electricity is a basic input for econo-
mic development, and is one of the fast growing
sectors of the economy. Its generation and
distribution are also highly capital-intensive.
The bulk of the investments of the State Govern-
ments is by way of loans to the Electricity
Boards. In a few States there are also invest-
ments in departmental schemes. Karnataka has
a wholly owned company for the execution of
generation projects and for the operation of the
projects, which sells power to the State Electri-
city Board for distribution. The investment of
the State Governments in all these undertakings
is estimated to reach the level of Rs. 7370 crores
by the end of the current year. Th¢ total invest-

ments of the State electricity boards in electricity

generation and distribution would be higher than
the loans drawn by them fromn the State Governe
ments, since they also generate internal resources
which are ploughed back into frcsh investments,
apart from borrowings from the market and finan-
cial institutions, and consumers’ deposits. ‘Till
the Electricity (Supply) Act was amend--* -~-ent-
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ly. the investments of the State Ciovernmenlg
clectricity hoards could be made only by way
loang. The recent amendment cna.hlcs a St
Giovernment to  provide equity capital also,
which case tho question of rcturn f’" the C‘!'
capital would arisc only altcr mceling any lin
lity for income fax. No State has so far info,
ed us that it has taken advantage 'o_f the rec
amendment in the law for providing  eqt
capital to the clectricty boards.

55. The financial working of the electri
boards and the returns realised on the inv
ments made by the State Governments ’have b
a matter of concern for a long ume. 7
Venkataraman Committee made a number of
commendations in 1964, and suggested that w:
in 3 to 5 ycars the Boards should aim at a tr
return of 11 per cent after meecting fully
operation and maintenance expcenses and deg
ciation. The return of 11 per cent was compo
of 6 per cent interest on the capital, £ per ¢
for appropriation to reserve, 3 per cent net pr
and a notional 11 per cent on account of elec
city duty which was State Government reven
In other words the return expected was 9%
cent exclusive of electricity duty. A number
power projects have been assisted by the W¢
Bank, which at the time of agreeing to ext
assistance, obtained undertakings that the elec
city board concerned should achieve a return
91 per cent exclusive of electricity duty on w
was termed the average capital base. 1
average capital base was taken as the averge
the capital base at the beginning and at the ¢
of a financial year, the capital base itself be
defined as the net value of the assets in use, |
consumers’ contributions, plus 1/6 of the ope
tion and maintenance expenditure (exclud
depreciation). The statement below gives an i
of the returns on the average capital base in
States for the years 1974-75 to 1976-77, calcula
on the World Bank method :(—

Sl Name of the 1974-75

1975-76 1976-77

No. Board (Actuals)  (Actuals) (Actuals,

1 2 3 4 5
1. Andhra Pradesh 6-6 7-7 9:0

2. Assam 1-0 3-5% 11-7(
3. Bihar 0-15 7-0 81

4. Gujarat 4-6 7-9% 9-7(
5. Haryana 4.0 7.2 6-4
6. Kerala 5-7 5.9 85













and participatc in  thc management.  Unlike
investments in irrigation or in power projects, the
investments in road  transport  have a short
gestation period before they become preductive.

66. For our analysis of the financial working
of the Road Transport Undertakings of the States,
we have utilised the information reccived from
the States on the relevant Subsidiary Points, the
annual reports. balance sheets and profit and loss
accounts of the undcrtakings. data collected from
the Planning Commission, and, to some cxtent,
information contained in the Report of the
Association of State Transport Undertakings on
the performance of nationalised road transport
undertakings. In some cases the information
furnished by the States did not quite tally with
the nnual accounts of the Corporations. Wec
have used the latter 10 the extent available. In
our exercises we have made no distinction bet-
ween the Undertakings of the States whether they
are corporations under the Act mentioned above
or companies or departmental undertakings. The
total block capital of all the undertakings (ex-
cluding the Sikkim Nationalised Transport
Undertaking) was Rs. 397 crores at the end of
1973-74 and Rs. 609 crores at the end of 1976-77,
as reported by the States. The block capital is
the cumulative outlay on permanent assets in-
cluding vehicles, workshops etc. While the block
capital increased by 33.6 per cent between 1973-
74 and 1976-77, gross receipts increased from
Rs. 389 crores to Rs. 712" crores in the same
period, ie. by 83.2 per cent. The working ex-
penses excluding depreciation and interest in-
creased by 76.1 per cent from Rs. 352 crores to
Rs. 619 crores. The net loss was Rs. 25.18 crores
in 1973-74, Rs. 44.60 crores in 1974-75, Rs. 33.85
crores in 1975-76 and Rs. 12.98 crores in 1976-
77. While there has thus been an improvement,
taking all the States in the aggregate, the indivi-
dual States have not all fared in the same way.
The position of Bihar, Punjab, West Bengal and
Himachal Pradesh worsened; while that of
Haryana, Kerala, Madhya Pradesh, Maharashtra,
Orissa, Tamil Nadu, Utta ™rz~“~sh and J~~1mu *
Kashmir showed significant i.uprovemeu.. The
results are inclu-ive of thosa of freight services
run by some unuvitakings except for Tripura. In
the case of Sikkim, no interest liability has been
provided for in the accounts of any of the years,
and depreciation provisions has been shown:ocnly
for 1973-74,  Appendices 1.22(i) and 1.22(ii)
show the «ggregate results of the State Transport
Undertakings from 1973-74 to 1976-77 ~1d the
net profit or loss Statewise after proviug for
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depreciation, transfers (o other funds and intcreg
liability.

67. While carnings of the undcrtakings have
increased on account of expansion of the trans.
port services and revisions of fares, the working
expenses increased mainly on account of the
larger flects in operation, increases in prices of
fucl, lubricants tyres and tubess and other stores,
and rcvision of wages and dearness allowances of
cmployees. Apart from these gencral factors
which apply to all the undertakings, the financial
results are greatly influenced by physical perform-
ance, the more important indicators of which are
flect utilisation, vchicle utilisation, occupancy
ratio ctc. Appendices 1.22(iii) and (iv) show the
picture as at the end of 1976-77. For the sake
of comparison, we have also shown in the Ap-
pendix some figurcs of the Bombay Electric
Supply & Traunsport Undertakings and the Delhi
Transport Corporation. Fleet utilisation is taken
as the percentage of the number of vehicles on
thel road to the total ficet, or the total fleet ex-
cluding vehicles held for scrapping or major
repairs. Vehicle utilisation is taken as the ratio
of the average effective kilometres done per day
to the average number of buses on the road per
day. Occupancy ratio has been calculated as the
percentage of passenger kilometres or seat kilo-
metres sold to the seat kilometres offered. Fleet
utilisation will be influenced by factors such as
the maintenance and repair facility available, the
condition of the roads and thé¢ nature of terrain,
administrative efficiency and, to some extent, the
number of over-aged vehicles in the fleet. Fleet
utilisation in 1976-77 as a percentage of the total
fleet was 63.2 in Bihar. between 61 and 65 in the
West Bengal Undertakings, 80 in Xarnataka,
Kerala, Orissa and Uttar Pradesh, and 94 in
Haryana. In the hill States this percentage was
49 in Manipur and 70 in Meghalaya. Fleet
utilisation as a percentage of the effective fleet
ie. the total fleet excluding vehicles held for
major repairs etc., varied from 81.9 in Madbya
Pradesh to 90 in Andhra Pradesh and PEPSU
Road Transport Corporation. In the hill State
of Himachal Pradesh it was 80. Haryana and
Punjab had no overaged buses, Andhra Pradesh
had 19 per cent, Madhya Pradesh 34 per cent
and Maharashtra 49 per cent. Orissa had a fleet
utilisation of 80 per cent with 18.5 per cent over-
aged buses. While Bihar had utilisation of 63.2
per cent with only 10.8 per cent over-aged buses.
This shows that any handicap in terms of a signi-
ficant proportion of over-aged buses in the fleet
can often be neutralised by an efficient repair and



1icnt.  Vehicle utilisation jn

»77,000 Km. per bus for he Express :lgcq from

1e Pallavan Transpor C("'Doraﬁ(;l.] -Ofrwsrcs nll‘
ami

fadu to 71,035 km in (he Punj
ndertaking. In the hin smlll::“b departmental

: he figur
Tanipur was 21,000 km whil the  figure for
)
nd Mecghalaya had 50,000 kcn AmMmu & Kashmir

. X 1. In the cate
. 820
[ city services, Calcutiy T ransport Coryy l:*iofly]

ad 58,431 km. while in

was 80.?35 km. in DclhiCB?f;l;]:’z;(};l’llJ:?fin'aking
Iadras (?1ty .scrvices of the Pallavan‘ ’13 m the
'o}-porat:on It was 69.033 km, The oc'canspmt
itio wa§ 89 per cent in the Punjab (;c a”llpancy
ndertaking, and 63 per cent i Bilﬁar mc;('al
>cupancy ratio influences the earningq. of ':c
ndertaking and depends on cflicient S(‘:hcdllli:l"
' buses., density and flow of traflic, com')clitiog
om private operators etc. l "

=g§<;s'1;hsea _(’greratlﬁg ratio ie. the working ex-
> percentage of the gross receipts give a
cture.of the working of the undertakings as
ay be seen from Appendix 1.22(iv) which gives
e figures for 1975-76 and 1976-77. In 1976-77
1 the four undertakings of West Bengal, as well
; those of Meghalaya, Nagaland and Tripura
ere not able to meet even the working expenses.
ppendices 1.22(v) to (vii) show the revenue and
st per bus-km and passenger-km in  1976-77,
e cost of personnel per bus kilometer, and the
1s-km per litre of fuel. The wide variations
stween the States in thesc parameters are to a
rge extent a refiection of different aspects of the
ficiency of management and maintenance of the
sets. They also indicate the scope for improve-
ent in the diffcrent undertakings in operational
atters. It would clearly be incorrect to assume
at improvement in the financial performance of
ost of the undertakings will be possible only
rough upward revision of fares.

69. In the light of the above, we feel tha}t the
ate Transport Undertakings should provide a
turn on the capital invested by the State .Gov-
nments to the extent of 6.5 per cent. A slightly
gher return in this sector than from im'/cstments
_electricity undertakings is in order, since road
ansport operations are less co.mplex thz.ln those
* power systems, and the gestation pcrlfx.ls are
uch shorter. Since we are not in a positior o
ake reasonably accurate estimates of further
Vestments which may be made in the years
wered by our Report, we have taken only the
vestment by the cnd of the current .YCZI'- tha:
orked out by us from the accounts an_) ”
udgets of the States. We find that, m VIEW
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tlll‘e ‘c}'els of performance of the undertakings in
'e different Statcs, as well as the circumstances
and opcrating conditions in the hill States. it

would be practical to categorise the undertakings
as follows -

(1) 6.5 per cent return in each year from 1979-
80 onwards for Andhra Pradesh, Haryana,
Madhya Pracesh, Maharashtra, Rajasthan,
Tamil Nadu (all seven companics together)
and Uttar Pradesh.

Bihar, Gujarat, Jammu & Kashmir,
Karnataka, Kerala, Punjab, Orissa and
Assam should earn 2 per cent in 1979-80.
3 per cent in 1980-81. 4 per cent in 1981-
82, 5 per cent in 1982-83 and 6.5 per cent
in 1983-84,

2y

(3) Himachal Pradesh, Manipur, Meghalaya,
Nagaland, Sikkim and Tripura should
meet their working expenses fully and pro-

vide for depreciation in full; and

(4) all the four undertakings in West Bengal
including the Calcutta Tramways Com-
pany, should, in the aggregate, meet the
working expenses and depreciation provi-
sions in [ull by 1980-81, and thereafter
earn 1 per cent on the capital in 1981-82,
2 per cent in 1982-83 and 2.5 per cent in

1983-84.

70. To the extent that the State Governments
earn a return above the norms we have adopted, |
and a return on fresh investments made from
1979-80 onwards, their resources for the Plan
would be augmented.

71. As mentioned earlier, we had obtained
the annual accounts of the FElectricity Boards
and the Road Transport Undertakings upto the
latest year for which they were available. We
have already referred to the discrepancies in scme
cases between these and the other information
furnished to us by the States. We have also
found that in quite a few States the figures in the
balance sheets do not always tallv from one ycar
to another and in a few cases the entrics are in-
explicable. We have also found that the comple-
tion of the annual accounts and the audit thereof
take more time in some Statcs than in others.
We are drawing attention to these aspects since
we believe that correctness and promptitude in
accounting and audit are essential pre-requisites
for i0od management, and in any casc are in-
escapable obligations to be discharged in order
tc afeguard the interests of the Statz Govern-
ments and of the public who are the owners of



{hese undertakines  This  obscrvation applics
cqually to public un(‘crmkingzs of the State (‘m:‘
cernments cngaged in industrial and cnm_njaru"
enterprises. We would like 10 f(‘fC:T_ P“”f‘ “I""-‘
10 the somewhat unsatisfactory position disclosed
in a Notc which wr have obtained fr‘m:' the
Department of Company Affairs of the  Central
Government. and in information from the Ac-
countants General. in regard to  delays in the
timely finalisation of the annual accounts and
audit of Government companics. The Note which
refere 1o Government companies of the Central
and State Governments is reproduced in Appen-
dix 123(3). and the information from the Ac-
countants General is shewn in Appendix 1.23(0).

State Public caterprises and co-opcratives

72. We have attempted to study in some detail
the financial working of the public enterprises of
the State Governments engaged in industrial and
commercial activitics. as weil as thosg in the co-

operative ector. Among the former, we have
taken up ~*~**o ions and Government
companie: 21 anies Act, 1956, other

than those in th 7 and transport ficlds.
The housing boaras, water supply and sewerage
boards, slum clearance boards and the like have
been excluded, as also joint steck  companies,
companies in other State~ »r of the Central Gov-
ernment, 21 which the S..ie Government invest-
ment is relatively small. Information was col-
lected from the States relating to the functions
and activities of the enterprises, the capital base,
the budget support the interest or dividend
accrued or paid. etc. Besides. we obtained from
most States the balance sheets of undertakings
with a turnover of Rs. 50 lakhs or more.

73. We had also requested the -States to
furnish us with projections of invesments and the
working of their euterprises for the years 1979-
80 to 1983-84. Eight States have not furnished
such forecasts. Fron ‘he fcrecasts which we
received from the oiher States, and the discus-
sions which our Member Secretary has had with
the officers of the State Governments, our impres-
sion is that in most cases there is little of cor-
porate planning in concrete terms. In view of
the uncertainties in making any estimates of fresh
investments by these enterprises in the period
covered by our Report, we have confined our-
selves to an examination of their financial work-
ing so far. .

74. The estimates of investments of the State
Governments in their enterprises have bcen made
separately for 3 categories, namely, financial
institutions, promoticnal enterprises and others,
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The first includes the state .ﬁnan?inl (inrpnrar'inm
set up under the State Fmancml gnl;.r‘«"g;tmm
Act. 1951, as well as enterpriscs hc.I( cligible fq,
refinance  facilitics by the lndmtr.ml DCVQ].,D_
ment Bank of India. The promational category
includes enterprises whicih are engaged mnlmy in
promoting the «dev:lopmental nn(l. r)th_cr indug.
tries of all regions through providing I.nfrnan.',c_
tural facilitics, financial and managerial acsi
ance. technical knowhow. cte. as well as througy
works of develapment for backw.a rd arcas or the
weaker scctions of the pnpul;.m(m, - Fhis cate.
gory. therefore. includes small! industries develop.

ment corporations. export corporatmn;:, ;ﬂea
1 A

corporations, handicrafts or han(llom?'l develop.

ment corporations, cxport corporations.  arca

development corporations. ctc. Appendix T.24(j,
shows the total investments of State Gov'ern'memg
in their public undertakings at the beginning of
1976-77. Appendix 1. 24(ii) shows for each_ State,
for 1975-76 and 1976-77. the returns on Invest.
ments in State enterprises by way of share capital
and loans, in absolute amounts, and Appen-
dix 1.24(iii) and (iv) in percentage terms. There
are wide variations as between the States and
from year to year.

75. The total investments of the States in the
enterprises at the beginning of 1976-77 was
Rs. 902 crores, made up of Rs. 596 crores as
share capital and Re. 306 crores as loans, in 432
enterprises, 38 of which were financial enterprises,
121 promotional enterprises and the rest others.
At the end of 1978-79 it is estimated that the total
investments of the State Governments would be
Rs. 1470 crores, of which Rs. 948 crores and
Rs. 522 crores would be share capital, and loans,
respectively.

76. With respect to investments by States in
their enterprises, we have found that the ratios
of equity to loan investments differ sharply from
one State to another. We arc unable to make
out the reasons why these dilferences shculd be
so marked. Nor are we in a position to make
out, for lack of data, how much of the total
capital invested has been applicd to completed
projects and how much is relatable to projects
unde mplementation. Onc cculd think of
different norms of returns on the capital for the
different categories of enterprises, i.e. the finan-
cial group, the promotional group and the rest.
We do I_ldt, howaver, have enough data to analyse
each of the hundreds of State Government enter-
prises and their performance for the purpose of
evolving a norn Hf return for each category or
for groups in each category-















and have to be tackled i pood time if the opj.
cieney of the administrative machine has 10 he
maintained. il not improved.

92. Another major factor worth bearing in
mind is that over the years pressures on the States
have been mounting trom their employees that in
the matter of dvarness allowance (he example of
the Cenire should be followed. The scope for the
States for a completelv independent line of action
in this arca is manifestly limited, In praciicc,
the States have necessarily had (o follow the Cen-
tral Govermment not only in the number of instal-
ments of dearncss allowance from time to time,
but also in the matter of adopting the Central
pattern of sanctioning dearness allowance i.c. in
terms of the cotitlements to dearness allowance
as percentages of the pay. This appears to be an
irreversible trend. The fact is that out of 22
States there are very few States where the Central
pattern of dearncss allowance has not been
adopted. Any appreach to this problem requires
these realitics to be taken into account.

93. In the light of the above, we feel, as the
Sixth Commission did, that the position of each
State should be examined by an objective method
but without iaking on the functions of a Pay
Commission which obviously we cannot do. The
all-States’ average level of emoluments as on Ist
January 1977 is a fair measure of the adequacy
or otherwise of the level of emoluments in dife-
rent States. However, as noted earlier, the all-
States’ average position with regard to emolu-
ments paid to their employees has itself
deteriorated vis-a-vie that of the Central Govern-
ment employees between 1-1-1972 and 1-1-1977.
We believe that this should be a cause for con-
cern as it shows that in many States the Jevel of
cmoluments is unduly depressed compared not
only to the Centre but also to other States. This
is not a situation conducive to harmonious rela-
tions between the State Governments concerned
and their emplovces, and calls for remedial
measures, We have decided, therefore, to adjust
the all-States’ average level of emoluments in
such a manner that the difierential between the
adjusted average and the Central Government
level is the same on 1-1-1977 as it was on 1-1-
1972, and to use this adjusted average as a norm
for the level of cmoluments.

94. We have estimated the deficiencies where
they exist in individual States compared to the
adjusted all-States’ average. The amounts neccs-
sary for bringing the level of emoluments in such
States to the adjusted all-States’ average have
been estimated, and we are providing for these
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amounts in the revenue expenditure forecasts of
those States in the period covered by our Report.
We are making no change in respect of the Statcs

. where the leve] of emoluments was above the

adjusted all-States' average on 1-1-1977, and are
allowing fully for the maintenance of the emolu-
ments as on that date.

95. Consistently with our approach as set out
above, we have also allowed provisions for each
State to cover the cost of the (wo dearness allow-
ance instalments which the Central Government
has sanctioned to its employees after 1-1-1977.
We have accordingly provided. in the re-assess-
ment of the expenditure forecasts of the States,
for the costs of two instalments of dearness allow-
ance according to the patterns of the States
themselves, except in the case of Kerala. The
two instalments of dearness allowance allowed by
the Centre after 1-1.1977 were effsctive from 1-9-
1977 and 1-1-1978, respectively, of which the
former was in effect a restoration of the earlier
instalment which liad been withdrawn from 1-7-
1976. Kerala, however, which had been follcw-
ing the Centre in this matter, had not withdrawn
at that time any instalment of dearness allowance,
Accordingly, for Kerala, only the instalment of
dearness allowauce sanctioned from 1-1-1978 has
been taken into account for working out the
provision for upgradation of emoluments.

96. In the estimates we have made, we have
also provided for teachers in aided institutions
and employees of local bodies as the Sixth Com-
mission had done, We believe that a close
linkage exists between the emoluments of State
Government employees proper and those of local
bodies and aided institutions. As a result, any
change in the emoluments of theé former touch
off demands from the latter. Accordingly, in the
estimates we have made, we have provided for
increases in the emoluments of teachers in aided
institutions and of the employces of local bodies
over their existing levels to a corresponding
extent as in the case of emoluments of the State
Government employees proper. To this extent,
we are following the precedent of the Sixth

Commission.

97. The table below sets out the provisions
allowed to each State in the pericd covered by
our Report for upgrading the average cmolu-
ments as on 1-1-1977 to the adjusted all-States
average level described earlier, and the provi-
sions for dearness allowance given after 1-1-1977.
The figures vover State Government employces as












CHAPTER 4

FINANCING OF RELIEF EXPENDITURE

Wec now turn to the topic of financing of cx-
¢ relicf of distress cansed by natural
D alamitics. pamg:aPh 9 of lhcj Ifrcsidcminl Order
requircs Us to revicw the cxisting })ulicy and
prrangements in regard to the financing of Tclief
expenditurc and also w. suggaest suc.h mod:ﬁ::a-
tions {herein as We consider apprvpnatlc, having
rogard. indcr alia. 1o the need for avoidance of

wasteful cxpenditure
2. Ttis a well accepted proposition that  the
rimary responsibility for rclicf mcasures for
people affected by natural calamitics is that of
the ,State Government cor}ccmcd. However, it
oftcn happens that the scriousness of a calamity
calls for relief mcasures and conscquent cxpendi-
which may be of an order beyond the means
_ State in a particular ycar. In such a case,
State Government calls upon the Centre for
ncial assistance. The Central Government
from time to timc laid down its policy for

h assistance.

.. Measures for relief of distress on the occur-
ce of a natural calamity differ in the case of
»ds, cyclones, earthquakes, and the like from
se¢ in the case of serious droughts. In the
mer case, immediate succour has to be extend-

to the people affected on a large scale and
thin a relatively short time. For instance, con-
lerable numbers of people have to be moved to
fe place, temporary accommodation for them
s to be found, arrangements for their clothing
d feeding have to be madz, and as soon as they
n go back to their homes, they may have to be
sisted with small grants to set up their house-
’lds again. In the process, the State Govern-
ent has to incur substantial expeaditure on
ansportation, drinking water arrangements,
iedicines, etc. At the same time, emergency
rrangements have to be made for restoring road
ymmunications where they are disrupted and em-
ankments and other protective works have to be
irengthened, Arrangements also have to be made
3 help flooded areas drain quickly, etc. Fellow-
ng such an emergency phase, assistance has to
e given to the affccted  people to  rehabilitate
hemselves by repairing or rebuilding their houses
ind clearing their lands for a new crop, as also
or seed and other inputs. Works have to be taken
1p by the Government Departments concerned for

nditure fo
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blic works and restot-

.-paiting flood-damaged pu
" i lition, These could

ing them to the original conc
i i xt
last for some months and even spill into the ne

financial year. Ordinarily, the situatiost does not
call for the Guvernment providing re.l{ef employ-
ment to the aficcted people as a specifi€ mcasure.
The agricultural operations whicil are taken up
again provide employment, as do the normal Plfm
schiemes and the Governmznt works for repairs
and restoration of public assets. [In the case 0
droughts, the problems faced by the State Gov-
criments and (he people arc somewhat d;ﬁ:ercnt.
There is usually adequatc warning of ‘distress
conditions likely to develop, their extent and
intensity. Estimatcs can, therefore, be made and
reviewed from time to time as to the number of
people likely to be affected, those likely to need
gratuitous rclief and the measures necessary for
providing thm relicf by way of drinking water,
and so on. The requirements of fodder and
other steps for movement of useful cattle can
similarly be assessed and planned for. Some
time is also available for planning relief works.
The standing procedures usually require a shelf
of schemes to be kept rcady in each district after
adequate investigation so that they can be taken
up when necessary. The Plan works which are
distributed generally all over the State also pro-
vide employment and these could be specially
accelerated in times of such need.

4. It is in the light of the experience of rclief
operations of the nature described that the
financing of relief expenditure has to be consi-
dered. All the Finance Commissions from the
Second onwards have recognised the mecessity of
providing an amount 1eferred tc as the margin
for relief expenditure in the expenditure fore-
casts of each State. When a calamity cccurs
necessitating expenditure on relief measures, the
States have this margin to draw upon immediate-
ly. It is easier for them to do so if the unspent
amount out of the margin for any year is not
merged in the general resources of the State for
normal expenditure but is kept invested in easily
encashable form. Though very few Statos follow
this practice, it is well understood that they, as
well as the Central Government whose assistance
is sought by them, should take into account the
unspent amounts available in the margin in any









e ewem ounes pets o relief works which
could be taken up on chort natice had not heen
prepared cven in districts which were drought-
pronc or had been repentedly visited by droughts,
floods and cycloncs in the pnst. Some works
which were selected were such that they could
not possibly be completed within the period of
relief operntions.  Works left incomplete from
carlier vears were not taken up in preference to
new works. Many were started without  ade-
qunitc technical preparation such as investigations
and approval of cstimaltes.

10. Yollowing the Report of the Sixth Com-
mission, the Central Government  gave up its
relicl assistance policy of 1966 and adopted the
procedure recommended by that  Commission.
Under the new policy, assistance given to a State
for relicf expenditure ix to be adjusted within
the ceiling of Central assistance for the State’s
Plan. The Sixth Commission felt that such a
procedure would give the States an incentive for
economy in expenditure and for maximising the
results from the expenditure actually incurred.
The Sixth Commission also envisaged that the
schemes for providing relief should be integrated
with the owverall developmeng Plan of the State.
Under the present policy also, when a State re-
ports the occurrence of a calamity and presents
its assessment of the impact and the expenditurce
requirements, a Central Team of officers is de-
puted to make an on-the-spot assessment. The
report of the Team is considered by a high-level
Committee headed by a Member of the Planning
Commission. The high-level Committee’s recom-
mendations as to the amounts and purposes of
advance Plan assistance are placed before the

Union Finance Minister for approval before the
allocations are finalised.

11. In their memoranda to us, the State Gov-
ernments have expressed their views on the pre-
sent policy of Central assistance to the States
towards relief expenditure. Andhra Pradesh has
pointed out that if the advance Plan assistance
is given without due regard to the total Plan
assistance that the State is entitled to and the
impact that any advance assistance would have
on the annual Plans of later years when it is ad-
justed, the implementation of the Plans might
well be in serious jeopardy. Assam has referred
to the peculiar scverity of the calamities caused

by floods in the rivers in that State and has sug-
gested that the bulk of the relief expenditure
should be covered by Ccnlrz.xl assistance, though
the State Government admits that expenditure

om relief could, as far as po
creating aseete as is the pr
ccheme of Central assistance

{o the vast areas in the State
and dronght, and hag point
Plan expenditure incurred f
since 1974-75 has far exceed

ed by the Sixth Commissio!
of non-Plan expenditure ov¢
covered by the Central assis
sent policy, the State hzm. n
cnough resources to repair a
after they suffered scvere da
The State Government has al
dovetailing of relief exper
schemes has, in effect, reduc
of the State Plan. Tt has urg
ture in cxcess of the margin ¢
vided for by the Central (
shape of grants. Gujarat alsc
sent scheme of Central assisté
for meeting the situation ar
spread droughts to which tk
and which affect not only th
also have a major impact on t
State. It feels that the premis
mission that a massive time-t
programme can substantially r
eliminate the effects of drougl
The State has also pointed ¢
Annual Plan outlays are pred
capital intensive irrigation an
there is little flexibility for ¢
Plan for providing employment
in areas of poor or no rainfall
by droughts. The State has s
relief expenditure should be 1
grants under article 275, regar
revenue surpluses, if any. Tt
ture needs should be determinec
teria like areas and population
floods- etc., the percentage of c1
vided with assured irrigation
under forests, and such othe
Five-year ceilings of assistance
the Central Government after as
tral Teams. Haryana has als
the %lssistzmce for relief expen
provided as grants by the Cent
any non-Plan revenue surplus,
mepted that the present policy
us.sxstam:e is not of any real h
Himachal Pradesh hag observex
Govc.rmmm has little room to
stantial relief expenditure withir

Plans or tota] budget. Jammu






only by cconomics in maintcnance cexpenditure
and in Plan cxpenditure as well as through bud-
getary deficits, which we consider undesirable.
We note here that on such occasions the Stale
cconomy often suffers a sctback, and the State
budge some loss of normal revenue. 1t is also
worth noting that the Central Government, as we
were informed by the Union Ministry of Finance
in our discussion with them, have in recent years
included rcpairs and restoration cxpenditure in
the items cligible for advance Plan assistance
though it does not create any new assets. To
our mind this is a recognition of the fact that the
present policy does not quite meet the needs of
a situation created by serious floods or cyclones.
We also note that, of the total expenditure cover-
ed by advance Plan assistance, over 90 per cent
was on reconstruction and replacement of roads,
buildings, flood control and irrigation works and
other public assets, in 1975-76 : while the same
items accounted for over 33 per cent in 1976-77
and about S5 per cent in 1977-78.

13. Our scheme of transfer of resources from
the Centre to the States is intended to place the
latter in such a position that they can maintain
financial equilibrium in the years covered by our
Report. We have considered the present Cen-
tral scheme of assistance towards relief expendi-
ture from the point of view of how it is likely
to affect the finances of the States when they are
visited by serious natural calamities. We have
already noted the possible undesirable effects of
dislocation in the finances of a State on this
account. We have also, on the other hand, kept
in mind the necessity of minimising any ten-
dency for wasteful expenditure on the part of
the States. From this point of view, we feel that
the States should bear a significant share of the
total relief expenditure burden. Thirdly, it
seems clear to us that the burden of non-Plan
expenditure, which does not create any new
assets, following serious damage caused to pub-
lic assets by floods, cyclones and the like, cannot
be properly or adequately taken care of in the
present scheme of Central assistance. A clear
indication of this is the inclusion in recent years,
already referred to, of expenditure of non-Plan
nature in items taken into account for advance

Plan assistance which, by definition, should be
available only for expenditure which creates new
assets. A fourth aspect we have borne in mind
is the fact that the Central Government has not
found it possible to adjust advance Plan assis-
tance given after 1976-77 against Plan ceilings of

the States concerned. This Jeads one to the in-
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ference that this adjustment is n

mere arithmetic, but there arc rea

the scope for such adjustment wh

of the advance assistance is too la

to the minimum Plan outlays for

lowing a calamity, and in relatio
entitlement of a State to Central

its Plan.  We feel therefore that it
propriate and necessary to introc
tions in the present arrangements.

be useful, while doing so, to distin
relief cxpenditure necessitated by
the one hand, and floods, cyclone:
and the like on the other,

14. In our view the present sche.
assistance to States for relief expe
be continued but in a somewhat
For expenditure in excess of the ma
provided, in any year, as estimated
tral Team, the State Government sh
contribution from its Plan for prc
employment mostly to mitigate th
drought. We would expect that such
would be specially selected in orde:
the capability of the affected area an
to withstand drought conditions bett
The extent to which the State Govern
contribute from its Plan ip this ma
be assessed by the Central Teams a1
by the high-level Committee heac
Member of the Planning Commissior
earlier, but the contribution should
about S per cent of the Annual P]
The Plan outlay thus to be taken as
tion from the State Government shou
ed as an addition to the Plan outlay j
and covered by advance Plan assist
the present scheme. The adjustment
vance Plan assistance against the cei
Central assistance for the Plan of
should be effected within five years fo
end of the drought. We have suggest
State Plan contribution should not ex
cent of the Annual Plan, after ta
account broadly the sizes of the Plan ¢
the amounts of the Centralvassistan(
Plan in the current year, and keepin;
the relative inflexibility in the outlays
tion and power, industry and mining, r
port, land reforms, investments in a
financing institutions, and the like. V
of course, expect that the Central Tear
high-level Committee would take intc
the provisions not only in the State I
also in the Central or Centrally-sponsor






CHAPTER 5
ULTURAL LA
ESTATE DUTY IN RESPECT OF PROPERTY OTIIER THAN AGRICULTU ND

In paragraph 6() of the Presidential .Order
we have been asked to suggest changes, if any.
to be made in the principles governing the dis-
tribution among the States of the net proceeds
in any financial vear of estate duty on properly
other'than agricultural land. This is one of the
taxes and duties whic - under Atticle 269 of the
Constitution. are levied and collected by the Goy-
ermment of India. The Article provides  that
the net proceeds shall be assigned to the States
within which the duty is leviable in a year, and
distributed among them in accordance with such

principles as may be formulated by Parliament
by law,

2. The duty is levied under the Estate Duty
Act. 1953, The Second Finance

ceeds of the duty
mission helg that
of distribution WO

among the States. That Com-
the mos; appropriate principle

Commission considered
uch ag Population,
inance Commissions

3. The existing princ;
Commission are:

() Out of the net
during cach financia]

ples laid down by the

he estate duty
year, a sym €qual to

refained py the

(ii) The balance

value of all such properties broy
into assessment in that year .

(b) The sum thus apportioned to im
able property be distributed am,
the States jn proportion to the 2
value of the immovablef ope
located in each State an drough,
to assessment in that year ; ang

(¢) The sum apportioned to Prope
other than immovable property
distributed among the States iy

portion to the population of €
State.

4. In their memoranda to us, m..t
States have suggested continuance of
principles of distributjon,
has added that the
Union territories shoul
cent. Jammu & Kash

of t
the €Xist
Himachal Prage
share attributable tq t
d be reduced to L5 p

ach year opn the same basi

Stateg taking aJ] the Unio

territories 4 one unijt, Maharashtr, has syp

gested the modification jp

expressed ne view, nop has Sikkim

ty is not leviable,
5. We are in a

earlier Commissiong that

the proceeds of estate duty, Which is one of the

taxes angd duties

leviable under Artigle 269, each
State shoulg get, as near ¢ may be

greement witp the view- of the

in the distribuion of

te, since collections

a State On aceonne e - y
assessed on nrae._..












the sales tax in cach Slate to the total sales tax

of all States. Kerala. Maharashira and  Tamil
Nadu have proposed the same hasic as Haryana,

except that they would give no weight to popu-

lation. Himachal Pradesh. Manipur and Megha-

lava have dizcounted the sales fax collection

have suggested weightages of 70
ckward-
While

for-

criterion and
per cent to population. 20 per cent to ba
ness and 10 per cent (0O production. .
Manipur and Meghalaya would apply this
mulg to the entire net proceeds. Himachal Pra-
desh has suggested first setting apart 20 per cent
of the proceeds for the hill areas which. accord-
ing to it. consume these articles more than the
plains. Nagaland has proposed weightage of
65 per cent to population. 25 per cent to back-
wardness and 10 per ceny to production. while
Punjab has suggested. for the same factors, 50
per cent, 40 per cent and 10 per cent respectively.
While Punjab and Orissa have both stated that
consumption is the best basis of distribution,
Orissa has suggested that the entire proceeds
should be distributed in the population ratio.
Rajasthan follows Orissa but has suggested as
an alternative distribution of the net proceeds of
the duties from the 3 groups of articles in pro-
portion to the average consumer expenditure on
each of them as worked out from the National
Sample Survey. Jammu & Kashmir has pointed
out that the growth in receipts from the addi-
tional excise duties has not kept pace with that
in sales tax revenues of the State and has sug-
gested that this imbalance should be corrected
and the State adequately compensated in the
sharing of the proceeds of the duties. Karnataka
has proposed 90 per cent weightage to popula-
tion and 10 per cent to backwardness measured
by the distance of the per capita income from
the maximum per capita income of any State.
Madhya Pradesh has suggested a slight variation
in these percentages, namely, 95 and 5. Tripura
has proposed that 50 per cent of the net proceeds
should be distributed on the basis of density of

population, 25 per cent on backwardness, 15 per
cent on the basis of State income and 10 per
cent on production,.

red the ques-
s should first
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the balance of the net proceg
of additional  duties of excise be <?iﬂt{'ibUt
according to the formula of such distribyg;
agreed upon by us. If that were (l(m(.;, there
no doubt that some States would receive in
period covered by our Report shares sligh
larger than the shares they would receive if ¢
guarantced amounts were not so St apy
While it is true that under the N.D.C. reso|
tion earlier agreed to, a State is entitled to hy
a share which should not be less than the guary
feed amount, the agrcement does not assure
any Statc any cxtra benefit which it would recej
were the guaranteed amount first set apart. T
agreement when properly read cannot necessari
bear such an interpretation. The principle
distribution which we recommend hereinafy
would therefore apply to the entire net proceec
since the share due to each State will be mo

than the guaranteed ‘amount.

be set apart and

7. We agree with the earlier C~~issio
that the appropriate basis for distribuuou is th
of consumption in each State of the articles su
ject to the additional excise duties. We ha
examined whether the household consumer e
penditure surveys of the National Sample Surv
would provide an adequate and reliable measu
of the consumption of these articles in each Stat
At our request that organisation did a speci
compilation for us from the consumer expend
ture survey of 1972-73 (27th Round) The Su
vey included a large variety of item: ° hous
hold consumption of sugar, tobacco and textile
The description of these items is different fro
that of articles subject to additional duties ¢
excise. In consultation with the Central Boai
of Excise and Customs, the items covaradq by tl
consumer expenditure survey Were ified f
conform as closely as possible, fir.., ,,.th catt
gories which are totally exemp! rom addition:
excise duties, and secondly with those on whic
these duties are leviable. The rest did not clea
ly fall in the exempt or dutiable cate ories. A
our request the N.S.S.0. wag good enough t
tabl.llate for these categories total as well as pe
c.a%)nta consumer expenditure and also the quatr
tities purchased by households for rura} as









llections in a State  would be a reliable
for the estimation of the consumption of
(‘iclcs subject .lo additional excise. Sales
all on all varicties of articles ang exemp-
or sales tax arc given by different States
Terent articles. Sales fax revenues scem
end also on the extent to which the cco-
of a State is diversified. Besides actual
jons are inﬂu_cnced by the structures of the
ax systems m and the rates adopted by
1t States as well as by the vigour or other-
* the administration from time to time. 1In
w. therefore, the sales tax collections in
‘erent States would be g doubtfu] measurc
relativities between them in the matter of
iption of textiles and tobacco. We prefer
oy the generally accepted proposition that
her the income the higher alsg the con-
m of textiles and tobacco, particularly
ieties which contribute the major part of
enue {rom additional excise duties. We
that the relativities in the consumption
> articles as between the States would be

-

TEXTILES
Percentage

a Pradesh 8.020

2.298

7.221
it 6.015
na 2.790
hal Pradesh 0.734
1 & Kashmir 0.744
taka 6.083
. 4.020
ra Pradesh 6.422
ashtra 13.510
ur 0.185
laya 0.171
nd 0.084

3.457
, 4270
2an - 4.366
Nadu 7.710
a 0.257
Pradesh 12.549
3engal 9.094

Jo share has been shown for Sikkim in
» of textiles as that State levies a sales tax

Should the State Government at any
the period covered by our Report give
ax on textiles, it would be entitled simul-
ly to a proportionate share in the net pro-
f the additional duties of excise thereon.
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reflected adequately in the product of the popu-
lation and the per capita State Domestic P“_’df'Ct'
We have obtained from the Central Statistical
Organisation a comparable series of per capita
State Domestic Product at State current prices
for cach State for the years 1970-71 to 1975-76.
The CSO's comparable estimates of the per
capita State Domestic Product are given in
Anncxure VII.3. We have multiplied the aver-
agc per capita State Domestic Product of each
State for the 3 years ending 1975-76 by the popu-
lation of the State according to the 1971 census,
and worked out the percentage shares of this
producy of cach State in the corresponding all-
States’ total figure. The proceeds attributable to
the Union Territorics has been worked out in .
the same manner. We recommended that 2.192
per cent of the net proceeds of the additional
duties of excise on textiles and on tobacco in
ecach year from 1979-80 to 1983-84 should be
retained by the Central Government as attribut-
able to the Union Territories and the balance be
distributed among the States in the percentages

shown below:—

TOBACCO
State Percentage
Andhra Pradesh 8.018
Assam 2.297
Bihar 7.219
Gujarat 6.013
Haryana - 2.789
Himachal Pradesh 0.734
Jammu & Kashmir ) 0.744
Karnataka 6.081
Kerala 4019
Madhya Pradesh 6.419
Maharashtra 13.506
Manipur 0.185
Meghalaya 0.171
Nagaland 0.084
Orissa 3.456
Punjab 4.268
Rajasthan 4.365
Sikkim 0.034
Tamil Nadu 7.707
Tripura ) 0.256
Uttar Pradesh 12.544
West Bengal 9.091

The State-wise percentages shares should in that
event be as shown below:—

TEXTILES
State Percentage
Andhra Pradesh 8.018
Assam 2.297
Bihar 7.219
Gujarat 6.013






























rants under article 275 were  deter-
i recommended for the purpose of mak-
¢ revenue requirements of the States to
that they had not been meq by the tax

¢ of the States further contended that
correct for the President ic.. the Gov-
»f India. to ask the Commission to keep
a sct of stated “considerations™ as in
" the Presidential Order.  The argument
these were constraints on the Commis-
ch has to hold the balance between the
ad the States and therefore the Central
ent ought not to indicate what conside-
hould be kept in mind by the Commis-
iis view would have some validity if the
itions set out in the Order were in fact
ts. or prescribed procedures which were
dy inherent in the established practice.
ince quite clearly any Commission has
in mind the esseutial demands on the
resources. It is also a well-established
by now that the Finance Commissions
rom considering the financing of the Cen-
State Plans. These are the matters re-
y in clauses (i) and (ii) of para 5 of the
tial Order. The rest of the clauses of
agraph. except clause (vi), refer specifi-
a number of items covering both the
and the expenditure on revenue account,
iny Commission necessarily has to take
ount. The Commission’s freedom to take
ount other factors is not inhibited. The
ecial feature in paragraph 5 is clause (vi)
sks the Commission to take into account
uirement of backward States for upgrad-
idards of administration in non-develop-
sectors and services. The developmental
excluded as being in the domain of the
g Commission. The clausé is in conson-
ith the widely accepted thesis that regional
ices should be mitigated and redressed
extent possible. It .is, therefore, reason-
) take the view, which in fact we have
that the contents of paragraph 5 of the
:ntia] Order were not constraints on the
ission in any way.
Ne have given attention to the principles
should govern the grants-in-aid of the re-
s of the States under Article 275. A set
nciples was adopted by the first Commis-
These were broadly endorsed by subse-
Commissions. Some of those principles
more in the nature of guidelines for the in-
work in the Commissions in the matter of
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the re-assessment of the revenuc forecasts Of-:;z
States. Some related to areas which have STC

. being within
then become clearly established as being The
the purview of the Planning ~)mmission. pe
later Finance Commissions also had serious d'_ :
culties in the application of some of these Pr’"f
ciples. for instance, measurement of the effects o
economy and efficiency in cxpenditure, or assess-
ment of the comparative tax efforts of the States.
In the present circumstances we helieve that t—he
following should be the principles for grants-in-
aid under Article 275: —

(a) Grants-in-aid may, in the first place, be
given to States to enable them to cover
fiscal gaps, if any are left after devolution
of taxes and duties, so as to enable tl?em
to maintain the levels of existing services
in the manner considered desirable by us
and built in their revenue forecasts. In
this connection consideration should be
given to the tax effort made by the indi-
vidual States ip relation to targete for the
Plan, to economy in expenditurc consis-
tent with efficiency and to prudent mana-
gement of public sector enterprises.
Grants-in-aid may be made as correctives
intended to narrow, as far as possible, dis-
parities in the availability of various ad-
ministrative and socia] services between
the developed and the less developed
States,-the object being that every citizen,
irrespective of the State boundaries within
which he lives, is provided with - certain
basic national minimum standards of‘such
services. While the long term objective
may be to provide to each -citizen these
services at the levels obtaining in the
most advanced States, due regard should
be had to the- feasibility of upgrading -
these standards in the shorter term.

Grants-in-aid may also be given to indivi-
dual States to enable them to meet special
burdens on their finances because of their
peculiar circumstances or matters "of na-
tional concern.

6. In the course of our work we have taken
into account the tax eff~-t of the States and the
returns which prudent .nanagement of public
enterprises should fetch to the State Govern-
ments. We have also projected expenditure re-
quirements on the revenue account in such a
manner as to induce States to improve efficiency
and to regulate expenditure carefully. While
providing for upgradation of emoluments we
have gone by objective tests and discounted

(b)

(@,












wes rather than grants-
usly help them a title
onstitufed the ik of
¢ they would then he
of buovancy in the tax
1id of additional taxes
1v of the view that the
the ftransfer scheme
be a residual item and

make the bulk of the
es.

b the dectermination of
m all items of Central
ax and Union cxcise
the principles for the
s of the States in the
The sharing of income
andatory under Article
The sharing of Union
tes is permissible under
rears the revenue from
dominate not only the
) the statutory transfers
rrefore, not possible to

fiscal transfer from the

ch does not provide for
Duties.

ation distinguishes bet-
1ave to determine sepa-
tates i income tax and
yrinciples of distribution

Also not many States
:nanced the theory that
tion in this matter bet-
ion excise duties or that

distribution could be

pressed for the size of
ome tax being raised
cent determined by the
upport, they have refer-
Central Government has
)n Surcharge to 15 per
e] of 10 per cent simply
her than for meeting any
In the view of the
rthers, this step in effect
share in the increased
ix and surcharge taken
sen pointed out that the
jarge are substitutable.
icle 271 does not in ex-
1at the Union surcharge
ie burdens of the Centre

ments, there
a surcharge
equire-

atising from any emergent require
is an underlying assumption that
should only he levied for meeting the r 1d
ments of some unexpected events and Sh"“l,
only be for the period during which it Tasts. n
this view a surcharge continued indefinitely
could well be called an additional income  taX.
sharcable with the rest of the proceeds of income
tax. We have, however, refrained from suggesf-
ing such a course in view of the express provi-
sion in the Constitution. We feel. though, ‘Ehat
it would be necessary and proper to give 'We'ght
to the strong feeclings of the States on this sub-
ject by increasing the size of the divisible pool.
Accordingly we recommend that in the period
covered by our report, 85 per cent of the net
proceeds of income tax, excepting in so far as
those procecds represent proceeds attributable
to Union territories or to taxes payable in res-
pect of Union emoluments, shall be assigned tf’
the States excluding Sikkim, where the tax 1S
not leviable at present. This would mean 1n
effect that out of the total net collections of in-
come tax excluding the Union surcharge, 20.22
per cent, or about Rs. 1214 crores in the five
year period, would remain with the Centre.

23. Traditionally, in the distribution of income
tax shares among the States inter se, a weight
has been given to the contribution to income_tax
revenues from each State. One of the earlier
Commissions had. observed, and this is valid
even today, that after the amendment of the In-

.come Tax law in 1959 which had the effect of

shifting a large part of income tax on companies
to the category of corporation tax, what may be
termed incomes of local origin in each State con-
fribute significantly towards the income tax re-
venues from that State. It would also be pro-
bably true to say that the income tax on emolu-
ments of State employees would be in the same
category. In view of such considerations, we
have decided that ten per cent of the divisible
pool of income tax should be distributed among
States in the same proportion of their contribu-
tion to the income tax revenue. A smaller pro-
portion is likely to be unacceptable to the States
which contribute significantly to income tax
revenue. A larger proportion would set a trend
in the wrong direction, considering the fact that
the larger collections of the revenue come from
the advanced States, and the effect of a larger
weightage to contribution would tend against the
objective proposed for our fiscal transfep scheme,
For the purpose of determining the proportions

of the contribution of the States to the income






- dutics with the States. natiely, the size
divisible pool and the principles for its
Y this stage we may refer to a
| made by WO States. namely, West Ben-
Tripura. that 75 per cent of the Central
« should be shared with the States. From
moranda of these States we are not able
. out how {his pereentage has been atriv-
nd how it has been estimated by (hem
. palance of the Central revenues would
) for mecting the incscapable expen-
o the Central Government.  The  West
memorandum does not  spell out the
{ the State Government on the principles
istribution of proceeds of income tax and
mong the States. Therefore, it does not
(hat the State’s demand for 75 per cent
~entral revenue for the States is based on
mation of the needs of the States vis-a-
needs of the Centre. Nor can we appre-
w such a demand is in consonance with
visions of the Constitution. We are
o agree with their approach.

[umc

Ve have a special feature of the Union
uties to deal with. In its last Budget,
tral Government has levied an excise

generation of electricity. The State
nents had been pressing for the with-
»f the levy or, in the alternative, for the.
to them of the entire net proceeds. They
only moved the Central Government on
ses, but many of them had also made
epresentations to us in the course of our
yns with them. We have now been in-
by the Union Ministry of Finance that
ral Government has decided that the en-
shareable portion of the net proceeds of
se duty on generation of electricity
e transferred to the States, with eflect
_ April 1979, subject to the levy continu-
s in force beyond that date. The Union
of Finance has also furnished its esti-
* the revenue expected to be collected in
te in each of the years covered by our
Their communications may be seen in
x IV.7.

e are wholly in agreement with the ap-
f the Central Government that the net
of the revenue from this duty should
| back to the States in which they are

We have decided accordingly to re-
d that the entire collections of revenue
is duty attributable to each State, net
of collection, in each year of the period
by our Report, should be transferred to
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that State. We have taken nofc of ds in cer-
of attributing to States the net prnccc .s-q"y of
(ain cases. as indicated by the Union Min? e. In
Finance in their communications cited abov feVY
case the Central Government gives Up thf]q the
of this excise duty, from that year ?nwar Jrces
States should be in a position to obtain resnufr thc
equivalent to their shares of the procecds 0 fec-
excisc duty, through adjustments in.the" ¢
tricity duties or in the electricity tariffs.

31. Considering their size, the Union excise
revenues must have a predominant role in the
transfer of financial resources to the States. We
have also decided, as mentioned earljer, that the
bulk of the fiscal transfers to the States should
be by way of tax shares, reducing the element
of grants-in-aid under Article 275 to a residual
position on the one hand and leaving surpluses
on revenue account with as large a number of
Staies as possible on the other. In regard to the
Centre, we have to ensurc that after the fiscal
transfers we propose, it is left in a sufficiently
comfortable position to meet all the demands on
its resources. In this connection we have taken
note of the existing methods of financing the
Plan, which include not only transfers to the
States by way of Central assistance for their
Plans, but also the possible requirements for
budget support to the Centre’s own Plans and
the Plans of the Union Territories. Keeping
these considerations in mind we recommend that
the divisible pool of Union excise duties should
be 40 per cent of the net proceeds of excise
duties, as clarified hereafter, collected on all com-
modities in any year, excluding the net proceeds
of the duty on generation of electricity. The
net proceeds should include the proceeds from
all Union excise duties excluding additional
duties of excise in lieu of sales tax which we
have separately dealt with and cesses levied
under special Acts and earmarked for special
purposes, but including other excise dutics whe-
ther they are designated special or regulatory or
by any other name. We do not also take info
account. the proceeds of the Additional Duties
of .Exmsc on certflin textiles and textile articles
levied under Ord.mancc No. 4 of 1978 promul-
gated by the President. Section 4(2) of the Ordi-
nance lays down that the proceeds sh~" not b
distributed among the States. k i

32. A large number of States have urged ‘us
Fo recommend that the revenues of the Central
iGovernment from the corporation tax shiould
also be shafeable with the States in the same
manner as income tax. They have pointed ont


















CHAPIER 10
UPGRADATION OF STANDARDS OF ADMINISTRATION

In accordunce with sub-par  aph (vi) of para-
graph 5 of the Presidential Oraer, the Conunis-
sion has to have regard, among otier considera-
tions o

“the requirements of States which are back-
ward in general administration for upgradation
of standards in non-developmental sectors and
services with @ view to bringing them to (he
levels obtaining in the more advanced States
over the period covered by the Repout of the
Commission; the manner in which such ex-
penditure could be monitored, being also indi-
cated by the Commission
2. The Sixth Finance Commission had allowed
provisions to enable States which were backward
in standards of general adminisiration to improve
the standards. That Commission was required
to deal with this matter as one of a ten-year span,
of which the first five years were the period
covered by its Report. The financial provisions
made by it for States were calculated so as to
bring them up to the all-States’ average of per
capita expenditure on each of the various services
regarded by that Commission as falling within
the purview of the phrase “general administra-
tion” used in its terms of reference. We are, how-
ever, required to confine ourselves to providing
for upgradation of standards of adminisiration
in non-developmental sectors and services. The
period in which this upgradation of standards is
to be attained is Jimited to the five years cover-
ed by our Report,

3. For an assessment of the exisling stand-
ards and of the gaps between the backward and
the more advanced Slates, we have decided to
confine ourselves to the seclors and  services
which are the more important elcments in  the
basic administrative infrastructuic of povern-
ment. In our view these would be the follow-
ing:—

(1) Administration of taxes.

(2) Treasury and Accounts administration.

(3) Judicial adminisiration.

(4) General administration, consisting of reve-
nue, district as well as tribal administra-
tion, and the Secretariab services,

(5) Police.

(6) Jails,

Certain States have sought provisions o up-
grade the administration in certain other ficlds
like education, welfarc of Scheduled Castes and
Tribes etc., which do not iit out view belong to
the category of non-developmental scclors and
services specified in our terms of reference, but
rather to the Plan.

4. There is no doubt that, judged on various
indicators, there are disparities in respece of the
administrative infrasiructure between the States,
and there is a clear need to upgrade and improve
the standards of administration in several States.
The capabilities and efficiency of the administra-
tion have a significant bearing not only on the
qualily of public services rendered and the level
of satisfaction of the citizenery, but also on the
developmental situation in a State. We feel that
administrative efficiency is not 2 function of fin-
ance alone, but depands very much on
the priority accorded 1o ths performance oi
basic administrative tasks by the State Govern-
ments themselves, their atteniiow to improve-
ments in organisational structures and methods
of work, the capacity of ihe official machinery to
innovate, reform and change and the efficient
functioning of the financial according and con-
trol system. A strong poiitical and administra-
tive awareness and will, and sustained efforts, are
also essential to carry out improvements within
a defined period. We were struck by the fact
that in several of the States which appeared back-
ward in respect of general admidistration there
was little preparedness for introducing the neces-
sary improvements and upgradaiion of standards.
This may have been, among ofher {actors, partly
the result of the low priority accorded to the
non-developmental sectors on account of the
severe constraints on their resouvces in  recent
years, judging from the fact of diversion of the
provisions for upgradation made by the Sixth
Finance Commission in several States for other

purposes.

5. In the course of examning the standards
of administration in different fields in the vari-
ous States, as they are now, we have noticed that
a simple measure like per capita expenditure is
often misleading, especially taking into account
also other indices of the effectiveness or output.

* capita expenditure figures are a'so misleading
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tor the reason that the cmolvments of !he en-
ployees concerned with 2 parlic‘ula}r service v.ury
(rm'n Stale to State. Besides, it is not poss@c
for us to assume, we find, that the States which
are cconomically advanced always have better
standards of administration of the different set-
vices than the other States. We have, lherefor‘c,
cxamined the relative position of the State_s in
physical {erms as far as possible, ar@ considered
the needs for provisions for upgradation of stand-
ards in relation to norms which we have evolved.

6. While we have examined the rcq'ui'rcme'nts
for upgradation of standards of admlm.stratlon
in terms of physical sorms as far as possible, we
have also kept in mind the feasibility of_th‘c im-
plementation of improvement scnemes thhm.the
five year period of our Report, We should-n.en-
tion also that we have not left out of considera-
tion any State which, in our view, need.s to effect
some improvement in a particular service or sec-
tor, even though it may not have made any pro-
posals, No State has been ailowed larger pro-
visions than it had proposed.

7. In the course of our consideration of the
subject, we have found that in many cases the
provisions under revenue account which we allow
for the purpose of upgradation of stand-
ards of administration would need to be supple-
mented by provisions for administrative and
residential buildings. Unless these buildings are
provided for, it is unlikely that the object of pro-
viding funds on the revenue account would be
achieved fully or within the period covered by
our Report. We are led to this belief on the
basis of the experience of most States in recent
years, which has been that even essential ad-
ministrative and residential buildings could not
be provided for in their Plans, on account of the
competing demands of other sectors on the avail-
able resources. We may cite the instance of
courls or jails, areas which have been causing
concern, and rightly. There is little point i
numbers of new couris being opened to expedite
the disposal of civil and criminal cases, especial-
ly in the smaller places to which the pub-
lic have easy access, if the courts and judicial
officers are also not housed suitably at the same
lime.  We have, therefore, allowed provisions

for the buildings also where we have considered
these essential.

8. We have given caretul consideration to the
scope for gramis-in-aid under Arlicle 275 for
meeting capital expendilure.  The operative part
of this Article speaks of “snms”, There is no

restriction or bar in the Article against making

grants for capital expenditurc. ‘:Ffle »ﬁrst .
viso to the Article expressiy S[?ﬁd&b toh[v 8rang "
capital sums. This goes 10 showd fﬂ the .

pression grants-in-aid of 1'cyentics ]0% not 1-,m“
grants for revenue expenditure only. hWe .,
fortified in this vicw.by the Note'of' the Ch&ir_
man of the Fourth Fman‘ce Comm1§51on apeng
ed to its Report on the interpretation of Ay .
275. Further, it seems unrea'sonable to Told N
the operative part of the Article enables. Compy,
sion to make grants for revenue expepduure ol
while the proviso enables grants being made
revenue as well as capital nature. It is Qi
clear therefrom that it is open 10 uS t0 recq
mend grants for capital expenditure also, o ar

from grants for revenue expenditure under Aw;.
cle 275.

9. As already mentioned we have consider,
the necessity for upgrading the standards of ¢ R
services we have examined in all the States.
have also mentioned, while dealing with the e,
assessment of the forecasts of the States, that We
were providing for upgradation of standayds of
administration separately. We are not incoy.
porating the provisions which we have recqy,
mended in this Chapter n the re-assessed rey.
nue forecasts of the States concerned. In gy
view, and in the light of the arrangements We
have proposed for implementation and monigy,
ing of the schemes for upgradation of stafidards,
it is necessary to keep these provisions disting

and provide equivalent amoudts as grants undey
Article 275,

~

10. We have considersd also the questiog
whether granis-in-aid should be made to States
for upgradation of standards of administratioy
irrespective of their financial position. We be
lieve that the States which have been assesse
by us to be surplus on the revenue account eve
without taking credit for resources being tran;
ferred in terms of our Report should be cons
dered as not needing such assistance. 1t is 0
view that these Stales have the resources to effe
such improvements in their standards of admi
stration as they find desirable. We are, the
fore, not recommending any grants for s
States ie. Gujarat, Haryana, Karnataka, Ma
rashira and Punjeb. 1In the case of the of
States, where we have {ound that standards
administration need to be upgraded (o the ex
that we have worked out, we recommend
granis-in-aig be made squivalent to the reve
and capital provisions which we have estim:
and subject 1o the implementation and the m

toring of the upgradation schemes jn the ma
indicated hereafter.
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assessment of the additional courts nccessary m.
the States:

Criminal  Courts

e

Civil Courts

e

Lower Higher Lower Higher
e

Andhra Pradesh 10 .. 5 4
Assam 14 2 26 .
Bihar g5 kX] 14 1
Himachal Pradesh 2 .
Jaramu & Kashmir 2 ‘s .
Kerala .. 2 e ..
Madhya Pradesh 4 1 e 2
Manipur 7 . . .
Meghalaya

Nagalénd .. e .. ve
Orissa 12 7 . 2
R-jasthan 21 7 12 2
Tamil Nadu 4 .. . .
Tripura 2 . 3 7
Uttar Pradesh 84* 48* .. .
‘West Bengal 46* 3 51* 7

*Phased in 2 years

The scales of expenditure on pay and allow-
ances and other recurring and non-recurring ex-
penses per court, including a provision for the
library of law books in each court, have also been
specified in the entitlement of the States. Details
may be seen in Appendix V. 3.

17. We would like o stress in this context
the desirability of close supervision of the work
of the courts by the High Courts in order to en-
sure the achievement of reasonable degree of
speed and efficiency in the dispensation of justice,
which is our objective in providing for more
courts as indicated above.

18. We have also made provisions for build-
ings for the additional courts for which we have
allowed provisions on the revenue account. It
is the general experience that suitable accommo-
dation for additional courts would not be avail-
able in the districts and particularly in the smal-
ler towns. We have also made provisions
for residences for presiding officers of these new
courts.  We regard it as essential for the in-
dependence and fair image of the Judiciary, that
Judicial Officers should not be constrained {o
hire quarters from privaie persons ag far as pos-
sible.  For estimating the provisions, we have
adopted moderate norms  of area 1equirements

and costs of constructions as given in Appendix
V. 4 '

19, The total provisicns we have allowed for
the Upgradahon of Judicial Administration i
the various States during 1979-84 add up to

Rs. 239945 lakhs, as shown in the Tay,
below:
(Rs. Lakhs)
/’/’——'\
Revenue Capital
'__________———/_”'____'—_——‘\\
1. Andhra Pradesh 13';;2 26?)21%
b Bhar 373-43 208-30
4 Himachal Pradesh _2, 8% %80
5. Jammu & Kashmir a0t 4-??)
6. Kerala .38 Ry
7. Madhya Pradesh R 9.95
8. Manipur 1 70'80‘
9. Nagaland . ! 00
10. Orissa 68-64 5.2
11. Rajasthan 136-41 73-0%
12. Tamil Nadu 10-04 560
13. Tripura 42- 51 21:35
14. Uttar Pradesh 374-58 21720
15, West Bengal 26226 156-30
TOTAL 1490- 65 90880

*For village courts.
Ttem-wise details may be found in Appendix V.5,

Revenue, District and Tribal Administration

20. Revenue and district administration taken
together constitute the dispersed general admini.
strative structure in all these States. It is wity
the officials in this structure that the largest num.
ber of citizens have dealings at the field level,
The revenue administration continues to be res-
ponsible for land records and land reforms ad.

ministration, as well as for a wide variety of gene.
ral administration, tasks

of a
well as emergent nature.

routine as
The district admini-
strative structure provides a basic unit of inte

gration for local administration as w=il as for de
centralised developmental activities. The up
gradation of standards in these sectors of admini
stration is, therefore, of the utmost importance

21. The Sixth Finance Commission had take
a composite view of expenditure on revenue ar
gen?ral administration. 1t had noted certa
ll'mltatiOHS of comparisons between States in ph
sical terms such as the average size of distric
tt‘xe span of control in terms of area and popu
tion served by different functionaries, efc.. 2
‘EoEmd. itself unable to arrive at set’of oéne
cn'tefla to apply across the States. Thaf‘ &
mission, therefore, allowed provisions for
gradation of standards op the basis of

: ' expe
ture in per capita terms,

We have b |
. e been un
to proceed in the same manner. Under the

sent system of classification of accounts the g

tl'CCS of booking expenditure under v
differ from State to State

of expenditure
local bodies n

arious h
Comparisens in t
are also vitiated by the fact
] ay varying roles in different S
and in States like Maharashtra and Guijarat



have been assigned particularly large roles and
receive larger transfers from the State Budgets
than in other States. We have looked into the
expenditure incurred by the different Stateg under
the Heads of Account 229-Revenye Administra-
tion and 253-District Administration, as wel] a5
on the Secretariat Administration under (he
Heads 252, 276 and 296. We have examined
the expenditure under these Heads in the States
in per capila terms as well as in terms of pet
sown area, per district, as well ag per square kilo-
metre of area. Appendix V. 6 sets out some
compilations we have done, The comparisons
show that the field administration costs per
capita were higher in States like Rajasthan than
in Punjab, the level of expenditure in‘\which State
was on par with Madhya Pradesh as\ well as.
Karnataka. Gujarat was spending less per capita
than Assam, and a little more than Bihdr, though
the Gujarat administration cannot be regarded
as backward, In terms of costs rer hectare and
net sown area, the comparisons again show that
Gujarat had the lowest costs, followed by Rajas-
than, Madhya Pradesh and Haryana, while the
cost in States like Tamil Nadu and Kerala were
nearly four times that incurred in Gujarat.
Maharashtra and Punjab were also low-spending
States in these terms. The expenditure per dis-
trict varied in the ratio of 1:4 between Haryana
and Tamil Nadu, and 1:3 between Haryana and
Andhra Pradesh or West Bengal. These expen-
dityre comparisons, however, arc not wholly
meaningful, considering the great variations in
the average size of districts in the different States.
in terms of area as well as population.  The
range of variation in expenditure per square kilo-
metre was again very wide, almost more than 5
times in Kerala, West Bengal and Bihar over
Gujarat, Rajasthan or Madhya Pradesh, atd this
may be explained partly by the varying density
of population in these States.

22. In the light of the above, we feel that it
jould not be right to go byiany general criterion
1 determining the provisions to be made for up-
radation of revenue and district administraﬁ(_)n.
istead, we have considered the proposals receiy-
| from various States for upgradation of these
ctors of the administration on merits in the
ht of experience. We have also carefully per-
ed the documentation sent by many States in
pport of their proposals, including in certain
es like Assam and Orissa, the rzpoit of com-

ttees which had in recent years examined the

uirements of reorganisation of districts, sub-

isions, etc,
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23 A large number of the States which have
tribal sub-Plan areas, have sent us proposals for
upgradation of tribal administration in various
aSpects.  We are aware that the administration
Of tribal areas stands in particular nesd of up-
gradation of standards and that somg essential
'Mprovements for this purpose are also incorpo-
rated in the triba] sub-Plans, We have also been
favoured with a  Memorandum by the Union
Ministry of Home Affairs on this subject.  How-
ever, we found ourselves unable to appreciate
the logic behind the proposals made by certain
States for making enhanced provisions of ex-
penditure on certain items like mairtenance costs
of roads and buildings, or other works, not with
reference to any fechnical consideration: which
may have a bearing on the costs, but merely on
the ground that the particular works happen to
lie within the tribal areas of the State. We have
attached priority to proposals for allowing com-
pensatory allowances to transferable Government
Scrvants working in these areas. We believe that
these employees work in areas where the nor-
mal facilities and amenities of living aie not yet
available as they are in the non-tribal areas, and
have therefore to incur extra costs for various
purposes. Compensatory allowancss for work in
such conditions would help them to overcome
their financial and other disadvantagzs.

24. As regards Secretaria; administration,  we
find no reason to support any of the proposals
made. The amounts involved. which only some
States have asked for, are quite small. Besides.
we feel that attention has to be concentrited on
improvements not in the State headynariers but
in the field levels of administration.

25. Keeping in view the above considerations,
we have made the following provisions for difler-
ent States, for implementation of the schemes, as
listed ilemwise in Appendix V. 7: —

(Rs, lakhs)
States Revenue Capital Total
Andhra Pradesh 165 306 471
Assam 146 622 768
Bihar 884 1112 1996
Himachal Pradesh 60 24 84
Jammu & Kashmir 50 200 250
Kerala 20 40 60
Madhya Pradesh 1156 680 1836
Manipur 74 540 614
Meghalaya .. 150 150
Nagaland 50 24 74
Orissa 793 444 1237
Rajasthan 200 390 590
Tamil Nadu 2 72 94
Tripura 95 24 119
Uttar Pradesh 151 2016 2167
West Bengal 98 96 194
TOTAL 3964 6740 10704



















CHAPTER ||
NON-PLAN CAPITAL GAP or STATES

Under paragraph § of the Presidentia| Order
consiituting the  Commission  the Commission
may make an assessment qf the non-Plap capital
aap of the States on a uniform apd Comparable
pasis for the five years ending with [983.4. In
the lighe of such an assessment, the Commissjon
may underiake a general review of (he Stytes'
deht position with particular reference to  the

wral loans advanced to them and likely to be

standing as at the end of 1978-79 and suggest
ropriate measurés to deal with ths non-Plan
ital gap, having regard infer alia to the over-
non-Plan gap of the States, their relativa posi-

1 and the purposes for which the loans have

n utilised and the requirements of (he Centre.

» Sixth Commission, which was the first Fin-

¢ Commission to be asked to wundsrtake a

wrehensive review of this aspect of the fin-

es of the States, had similar terms of refe-

e, There is however a significant difference
veen our terms of reference and those of the
h Commission in that whereas that Commis-
( was asked to suggest changes in the terms of
iyment of the Central Loans, we are required
juggest “appropriate measures” to deal with
non-Plan capital gap of the States in the

od covered by our report.
ssment of non-Plan capifal gap

The capi'al transactions of th: State Gov-
1ents are brought to account under the vari-
heads of account prescribed in the Censoli-
4 Fund, Contingency Fund and the Public
junt. A summarised list of thess leads is
1in Appendix VI, 1. As indicated earlier, we
ined from the States their forecasts of re-
s and disbursements on capita] account for
ive years from 1979-80 to 1983-84. We re-
sed these forecasts on a uniform
comparable basis for estimating the gap of
State on capital account arising out of non-
transactions, We might observe in  this
:ction that we have benefited considerably
the pioneering work of the Sixth Commis-
in this exercise. We have kept in mind cer-
general considerations, for instance, the cur-
practice that some types of net receipts on
al account are taken as resources of the
s for their Plans and so are not available for
ing non-Plan liabilities and the fact that
al outlays and joans advanced by the Siates
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glenerauy represent investment expenditure afid
should form part of their Plans.

3. T.he capital outlay in the general services
Secto€ In the States is mainly incurred for con-
struction of non-residential buildings, other than
.those exclusively relating to a function included
‘”1 the sectors ‘social and community services’ or
CC.OH.omic services’,  Qutlays for stationery and
printing including purchase of machinery for
printing presses, are also accounted for in this
Sector.  Several States have proposed sizeable
Provisions for these purposes in their forecasts.
These outlays would create mew assets or new
capacity and therefore should properly form part”
of the Plan. We have not, therefore, allowed
any provision for non-Plan capital outlay in this
group for computing the non-Plan capital gap of
the States. However; we have provided else-
where for their requirements on account of con-
struction of buildings which we considered essen.
tial together with provisions on revenue account
for upgrading the standards of administration of
certain services in many States, -

4. Capital outlay brought to account uuder
the heads in the social and community services
sector is mostly on buildings, both residential
and non-residential, and other construction work
like townships. These outlays basically create
assets in the developmental sectors. In a few
cases, the outlays under this group arc in connec-
tion with purchasc and sale of commodities by
the Food and Civil Supplies Departments of the
State Governmen(s, We have not allowed any
non-Plan capital outlay under the heads in this
sector, except a provision of Rs. 20 crores in the
case of Assam towards construction of a new
capital for the State, Following the formation
of Meghalaya as a separate State the project of
the Government of Assam to build a new capital
has been given non-Plan aid by the Government
of India, We have assumed that of a total out-
lay of Rs. 40 crores in the five years from 1979-
80 to 1983-84, half would be covered by grants
from the Central Government and the other half
by non-Plan loan assistance.  The grant portion
and the corresponding amount of capita] outlay
have been omitted from the forecast of the State
Government for convenience.

5. Capital outlay under the heads in the eco-
nomic services sector are essentially of a



devclopmental  nature  and shrrul.j there-
fore be in the Pian. In certain  cases,
however, the transactions arc of 2 trad-

like purchase and distribution ' of
In such cases the en-
recovered within &
te of

ing nature,
fertilisers, pesticides. efc.
tire outlay ought to be fully ;
short period. The capital nccount forecas
some State Governments include provisions for

ents provided by their 1and cciling laws.
I’I’?:npmctg i« not uniform in all the States. !ﬂ
manv States the expenditure has been included in
their forecasts on revenue account. We also
found that there is no uniformity among the
States in the categorisation of such expenditure
as Plan or non-Plan, We are not in & position
to make correct estimations of the extent of sut-
plus land likely to be acquired during the period
covered by our Report in each State and the
amounts of payments involved. We noticed that
in some States the provision proposed on this ac-
count is based on phasing of acquisition of surplus
land, which is too optimistic in the light of the
achievements in recent vears. It is not feasihle
to make a realistic and fair assessment of the
pace of acquisition of surplus land in each State,
and estimate on a uniform and comparable basis
the payment liabilities likely to devolve on each
State. We are of the view that the requirements
of the States towards payments for surplus land
acquired under the ceiling laws should be pro-
vided in their Plans, and that, for this purpose,
the realisations from the allottees of such surplus
land should be set off against such requirements.
In this connection we have noted that the new
Draft Five Year Plan for 1978-83 contemplates
an outlay of Rs. 350 crores for land reforms and
consolidation of holdings. The Planning Com-
mission has also informed us that the Plans of
many States for 1978-79 include outlays for pay-
ments under the land ceiling laws. Payments of
compensation on the abolition of Zamindari,
however, stand on a different footing. ~ Hence,
where the State Governments have proposed non-
Plan expenditure for such payments we have al-
lowed them in our assessment of the non-Plan
requirements on revenue or capital account in
which the provisions have been proposed by the
States.

6. We now turn to the internal debt of the
State Governments. Receipts from open market
loans, met of repayments, are earmarked for fin-
ancing the Plan, We have, therefore, excluded
from the assessment of non-Plan capital gap beth
the receipts and repayments on account of open
market loans of the State Governments. The
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Srates also obtain loans from thc'Lulfe In:
Corporation of India, the Agff'CUtltural

(Long-term Operations) Fund  of “the ;
Rank of Tndia and other financial instityy
financing Plan schemes. We have naot, (h,
assumed capital receipts by way of Toan
these sources. We havc,.lyowever‘. fulty

ed for the repayment liability during 1}
84 in respect of loans from
are likely to be outstanding

But we have not include,

years 1979-
sources as

end of 1978-79.
receip's or repayments on account of [oar

commercial banks and ways and means g,
from the Reserve Bank in our computa

the non-Plan capital gap of the States.

Compensation Bonds
7. We have assumed credit for such

the estimated payme~* »f compensation t
abolition of Zamind: ind Jagirdari as,
made in the form of Bonds according to
formation furnished by the respective Stat
emments. We have also allowed for (i
ments on the Bonds issues as and when
ments become due during the five year
from 1979-80.

Loans and Advances
Government
8. We have not assumed credit in our
ment for any non-Plan loans from the
Government to the States during the fiv
1979-84 except in the case of Assam’s

from the

. earlier referred to. On the repayment sid

ever, we have fully provided for the rep:
that may be due on Central loans, both P
non-Plan, which are likely to be outs
against the States at the end of 1978-79.

9. We have found that the States' fore
receipts on account of recoveries during
against outstanding amounts of loans a
by them do not conform to any uniform
It appears that the estimates of receipts ¢
based in all cases on the terms of the loa
very many cases the recoveries assumed
low that they point to the need for impr
in this important area of fiscal managem
is also noticed in a few cases that loan ¢
take very long to prepare, even years,
result that recoveries are bound to becol
cult. 1t also appears that there is no ¢
ed monitoring of loan recoveries in man
Greater attention must be paid to these
Some of the State Governments have alsc
ed recoveries against fresh loans likely tc
vanced during the quinquennjum 1979-8¢
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cuations, we have cousidered it ex- .
e out such deposits from  the as-
e non-Plan gaps of the States on
(. To the extent the States have
net accretions of these deposits during the fore-
t period, the resources will therefore become
available to them for financing their Plans.

16. The non-Plan capital gaps 9[ tl‘e State
Governments for the five years ending with 1983-

1. Internal Debt

(a) Market loans
(b) Other negotiated

g4, asscssed as set out ab(?vc, f‘dd W
a ;otal of Rs. 3542.18 crores. The Statewise
{ails are given in Appendix VI, 2.

Review of the States’ Debt Position

17. We have estimated the total oufstangjy,,
debt of the State Governments at the enq of 197¢
79 at Rs. 18,785 crores, ~ COmPIising

ing: —
following {Rupees in Crofes)

2,572

loans and Compensation Boads

etc. (excluding W & M advances from RBI, cash credit

accommodation from commercial banks, etc.)
{1, Loans by the Central Government
10, Provident Funds and other unfunded debt

18. In estimating the debt posiion of the
States as at the end of 1978-79, we have not in-
cluded the Ways & Means Advances {rom the Re-
serve Bank, which are of a short-term nature,
or cash credit accommodation from commercial
baoks, that may be outstanding against some of

the States at the end of 1978-79. Similarly, we

776
13,463
1,974

18,785

have also not taken the outstandings of shog.
term Central loans. Appendix VI. 3 gives 1p,

State-wise estimated debt likely to be outstanding
at the end of 1978-79.

19. We indicate below the All-States’

debe
position since 1951, estimated as above:

(In crores of Rupees)
As on 31st March of—

1951 1956 1961 1966 1969 1974 1979
Accts,  Accts,  Accts. Accts, Accts, Accts. Estimateq
Debt Liability
L Internal debt—
(a) Market loans i 222 410 720 950 1543 187N
(b) Other loans 12 45 182 458 539 612 7%
iI. Loans from Central Government 196 943 2014 4103 5569 8578 13463
1L Unfunded debt 56 86 133 231 367 857 1974
B Total debt liability 375 129¢ 2739 3512 7425 115990 18785
20. Obviously, the States’ indebtedness has £ the G "

increased manifold during the 28 years from the
commencement of the era of planneg develop-
ment. However, such a situation is inherent in
a developing economy and so long as the money
is raised or utilised towards achieving sccial and
economic goals of national priority, one need not
teel unduly perturbed over the mounting debt

burden of the State Governments taken tc.getﬁéf.
We have also found that the progressive

of capital outlay and outstandings of loa

ans ad
vanced by the State Governments, hoth for ply

and non-Plag purposes, have cousistently bee
more than the outstanding debt,
low would be of interest -

tigure:

The rable b

—

(in crores of Rupess

e

—

Upto 31st March

of—
1951 1956

Accts,

Assets represented by-—- -
(i) Capital Outlay 169
(ii) Loans Outstanding 93
Total 462

————

1961

1966 1969
Ay ) 197
cets Accts, Accts, Accts., Accd&'s. Eslt?ga
i ;(3)3 2363 4281 5743 9330 173
- 846 2246 3197 5163 95
1444 ¥-~3.7:}L 6527 w0 e

— 3940 14493 28



a welcome fea'mr& indicative of the
cn together having .ﬁnanccd a part of
ial outlay and lendings from revenues
net receipts under public account.

, Stafes’ indcbtedness to the Centre hae
pstituted a predominant component of
gebt burden. A major part of the
debt burden of the States (o the Centre
able to the Targe loan assistance being
Ly the Centre to the States for financing
i the beginning of the Fourth Plan
5f such assistance was linked to indivi-
nes.  The pattern was changed to block
from the TFourth Plan  onwards,
| with particular schemes. with the re-
a direct nexus between the loan funds
atilisation cannot be established.

. of the monies borrowed by the Stafes
e Central Government
r terms of reference require us to take
mnt the purposes for which the Central
> been utilised by the States.
1e case of the Central loans which form
ie block assistance for State Plans, the
ings loans advanced by the Centre to
Governments have all along never
ibed to any specific purpose.  The
lies to Central loans given from time to
lany States in order to sustain their re-
ir the Plans. These categories of loans
the largest bulk of Cenfral loans to the
t is clear that it is not possible to de-
1¢ purposes for which the States utilis-
ajor part of the loans from the Centre
r reference 10 the designations given to

» have, therefore, evolved an empirical
by which we can estimate sufficiently
irposes the manner in which States have
loans from the Centre and the return
‘unds to their budgets. For each State,
lomputed the receipts from various
* funds that became available on capital
uring the period of 12 years from 1967-
778-79. We have also worked out
il outlays and the loans advanced by
Governments during the same period.
categorised the capital funds available
ite Governments into the following four
cegories, in the ascending order of the
lved to the States in procuring these
capital account*—
Y ()—no-cost funds, which include
Jadly the surplus on revenue account,
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nees by the

i ns and adva
recoveries of loans funds not

States, and deposits and reserve
bearing interest;

Category (i) »ans from th
ment, net of repayments:

Catego _ (iii) -market loans, nect
ments; and

Category (iv) loans from fthe urar
Corporation and other financial institu-
tions, net accretions in the provident fund,
deposits bearing interest and averdrafts.

Likewise, we have worked out the capital out-
lay and the loans and advances madc by the
State Governments during the same period of 12
years into three broad categories, namely—-

(a) those which are not likely to yield to the
Statc budgets any return sufficient to cover
interest charges, much less repayments of
the loans used, and can, therefore, be term-
ed as non-productive purposes — such
as capital outlay on public works, roads
and bridges, education, social security and
welfare;

(b) outlays which ought to, yield sufficient
direct returns, assuming good mapage-
ment, to meet interest charges, but which
do not yield enough to enable States to
meet the repayment liabilities of the
principal—these which could be termed
semi-productive purposes include capital
outlay on housing, a part of the outlay on
agriculture and allied services, outlay on
multi-purpose river schemes etc., and,
more importantly, loans for power pro-
jects; and ‘

(c) utilisation towards productive purposes, -
which we take as including mainly loans’
to various parties, where the States ought
to be able to make recoveries sufficient to
meet their interest and repayment liabili-

© ties. .

24. Having thus categorised the funds avail-
able to the States, in the capital account during
the 12 years from 1967-68 to 1978-79, as also the
capital outlays and loans made by the States due-
ing the same period, we have assumed that the
funds used for non-productive purposes would be
the no-roet funds. If the mnon-productive pur-
poses a.. .10t fully covered by the no-cost funds.
Central loans. have been taken as financing the
balance, If in any case there is a baiance of (he
no-cost funds, after meeting non-productive pur-
poscfs. the afnount has been taken ag used for
semi-productive purposes. To the exterdt that

e Central Govern-
of repay-

[ife [nsurapce






tax and other resources sullicient o meot their
requirements.  Instead, measures aimed af link-
ing the re 'ment petiod ly with the pur-
poses for which Ceo loans have been ysed
by the State Governments, arc likely to com.
mand greater acceptability in all quarters and
would not alse be questioned ag arbitrary.

29. The tofal amount of Central loans likely
to be outstanding against the States at (he end
of 197§-70 has been estimated at Rs. 13.463
crores, including Rs. 82 crores against Orissa on
account of the Hirakud Project, Stage I. ihe re-
payment of which commences in 1988-80. Of
this estimated amount of loans likely to he out-
standing at the end of 1978-79, Rs. 2.133 crores
have been estimated as relating to loans advanced
to States as their shares of the net collections of
small savings. Some of the State Governments
have suggested that these loans should be con-
verted into ‘loans in perpetuity’. The rcason ad-
duced is mainly that what the Central Govern-
ment Jends to a State in a year is two-thirds of
the ‘net’ collections in that State in that year.
In other words. the Centre’s repayment liability
on account of small savings is, in each year, fully
met from the fresh collections in that year and
it is only from the balance that a share is paid
to the States by way of Joans. The suggestion
for converting these into irredeemable loans had

made by many State Governments to the

_ Finance Commission as well. The Gov-
ent of India in a communication to that
mission. had agreed with the vicw that the
savings loans stand on a different footing
,zus Other Central loans to the Statss and might
be considered on merils irrespective of the non-
an capital gap of the States. It cannot be ig-
wed that in mobilising small saviugs collec-
‘oms, the State Governments play a vital role,
iring the portion attribulab'e to deposits of
'ovident funds, e.g. under the Employees’ Pro-
dent Fund Act. On a full consideration, we sc¢
wasiderable force in the plea that small savings
ans, being a part of ‘net’ collections, should
» converted into ‘loans in perpztuity’. Accord-
gly, we recommend that in the case of e'ach
ate the small savings loans outstanding against
o State at the end of 1978-79 may be conso'i-
ted into one loan as on Ist April, 1979, and
ch consolidated loans may be then converted
o ‘loans in perpetuity’, in respect of which the
tes need not make any repayment of principal

h effect from 1979-80. They should however
tinue to pay apnual inlerest at lhe existing

>, Shri H. N, Ray has reservations on this
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recommendation, and thinks that “loans in pef-
petuity” is a novel concept. Also, he has em-
phasised that while the Centre’s liability (o repay
the individual depositors remains unchanged, the
cover in the form of repayments of the principal
on account of small savings loans advanccd to
the States is now withdrawn by virtue of this re-
commendation.

30. It appears logical that the Central loans
applied to unproductive purposes, as we have de-
vived in the manner explained above. should
not be expected to be repaid, for the S'ate Gov-
ernment cannot get any return which would en-
able them to” meet their interest liabilities, let
alone repayment of the capital. It is not as if
the States had the choice to use the Central loans
only for purposes other than unprocuctive ones.
This is clear from the analysis which we have
done. The amount involved, out of the total
outstanding of Rs. 13462.84 crores against all
the States at the end of 1978-79 is Rs. 942.82
crores as presently estimated by us without tak-
ing into account the rehabilitation loans referred
to in paragraph 31. We recommend that this
component should be written off.

31. We have referred earlier to the oulstand-
ings of Rs. 82.42 crores against Orissa at the end
of 1978-79 on account of Central loans advanced
to that State for the Hirakud Project, Stage L.
Since the repayment of this loan is due from 1988-
89, and therefore does not affect the non-Plap
capital gap of the State in the period covered by
our Report, we do not recommend any modifica-
tion of the terms of this loan. We have noticed
that there are small outstandings against States
on account of Central loans advanced upto 31st
March 1974 for rehabilitation of displaced per-
sons and repatriates, etc. in respect of which the
position is that States are mow required to pay
only half of such fecoveries as they are able to
effect. We feel that this position need not be
disturbed. In respect of loans advanced to the
States by the Central Government from [st April
1974 for the same purposes, we understand that
the terms allow States to repay only what they
are able to recover against their lendings from
these advances. We do not propose to disturb
this arrangement either,

32. In regard to the balance of the Central
loans ouistanding against the States at the end
of 1978-79. we consider that the State should rc-
pay these loans over periods related to the pur-

' poses for which they have been used as estimat-

ed by us. L seemis reasonable that tbe outstand-
ing loans attributed to semiproductive purposes



should be repayable in 30 years from 197980,
ond the balance of outstanding loans  ribufed
1o productive uses over n period of 15 years from
1979-80.

33. We recaommend accordingly that -

(@) the balnnce of the Ceniral Joans,
than small savings loans. (he  loans
ferred to in paragraph 31 and short-term
loans, outstanding at the ond of 1978-79
may be consolidated into onc lean, as on
1-4-1979. outstanding against cach of the

o:her
te-

States;
(b) out of the consolidated loans, amounts
cquivalent to thc percentages  shown

against the respective State in column 4
of the Table in paragraph 2S5 should be
recovered in 30 equal annual instalments,
commencing from 1979-80: and

(c) the balance of the outstanding Central
loans against the States, as consclidated
on 1-4-1979. amounting to the percentages
shown against ~ the respective Statc in
column 5 of the Table in paragraph 25,
should be recovered in 15 equal annual
instalments. commencing from 1979-80.

34. As estimated by now, the amounts to be
consolijated in these two categories will be
Rs. 7613.64 crores and Rs. 2690.79 crores res-
pectively for all the States taken together, mnot
taking into account the rehabilitation loans mien-
tioned in paragraph 31, for which the estimates
of outstandings at the end of 1978-79 are not
available. When these are also allowed for our
estimates of the amounts to be consolidated are
likely to be marginally smaller.

35. We have considered what the rates of. in-
terest should be on these two calegories
of consolidated loans, in the light of the preferen-
tial rates of interest normally prescribed by the
Central Government for the loans to the States,
We have also kept in mind the fact that these
outstandings relate (o loans advanced by the Cen-
tre over a very long period. It appears
1o us that the rates of interest at 4.75% and 5%
respectively would be just and appropriate for
the consolidated loans relatable (o semi-produc-
tive purposes and for productive purposes. We
recommend that the rates of jnterest should be
refixed accordingly,

36. As mentioned earlier, the Central loans
likely to be outstanding against the Stafes at the
end of 1978-79, as estimated by us, do not ip.
clude any outstandings on account of the' shoyt-
term advances, such as these for agricultural jn-
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puts, for tiding over temporary ways
difficuttics. etc.  Should there be any
term advances remaining outstanding
State at the end of 1978-79, the repay
of shonld he effected in accordance wi
ing terms applicable to such advance

37. These recommendations will
estimated total debt burden of all tl
the Centre as at the cnd of 1978-79,
mated amount of Rs. 307599 crore
the result of conversion of small sa
into ‘loans in perpetuity’  (Rs, 213Z
and the write-off recommended (Rs.
res) in respect of 1l States, F
the 5 years ending with 1983-84, the
liability of the State Governments fo
will get reduced by Rs. 2155.80 cro
mated by us, comprising Rs. 388.14
account of small savings loans, and |
crores due to write-off as well as conv
30-year loans and 15 year'loans. Th
relief, during the 5 years 1979-84, :
each State as a result of these recomt
is as follows:—

(Incrore:

Estimated reliefinr

Sl.  States loans to Central G¢
No. during 1979-84 cn t;
our recommet

{ 2 o 3
1. Andhra Pradesh 1§

2. Assam : 1
3. Bihar i 1§
4, Gujarat . 1(
5. Haryana ) K
6. Himachal Pradesh K
7. Jammu & Kashmir 13
8. Karnsigkg :
9. K 11
10, M v Pradesh 14
. M shtra 16
12, Manipur 1

13. Meghalaya a

14, Nagaland 1
15, Orissa [
16, Punjab . 6
17, Rajasthan : 12
18, Sikkim N
19.  Tamil Nadu 4
20, Tripura I
21, Uttar Pradesh 6
22, West Bengal 9
TOTAL 21!

-_— -

These estimates, as mentioned earlj
allow for the treatment we have pro
rehabilitation Joansg In paragraph 3],

38. The estimated relief of Rs. 21
res in the States’ loan repayment liabj
Centre 'during the five years 1979-84,
ance with the above recommendations,
vert the non-Plan capital gaps of ‘Nag;






CHAPTER 12

GENERAL ORSERVATIONS

¢ Govern-

During our discussions with the Stat ‘
academics

ments. other non-officinl bodics — and .
interested in the work of the Finance Commnuis-
sion. a view was expressed in emphatic terms
that the Finance Commission, to fulfil its role
effectively ns con‘emplated by the Constitution.
should be a permanent body instead of one con-

stitutag once in five vears.  This view was scught

to b= fortified by more than one consideration.
Some thought that a permanent Finance Com-
miscion would reduce the scope for the Central
Government to make discretionary transfers in
an ad hoc manner to the States. It was
POiticy wue that with the diversities which have
emerged in the political complexion of the
Governments at the Centre and in the States, it
would be in consonence with sound and smooth
Centre-State fiscal relations if there was a perma-
neot Finance Commission to advise conti-
nuously on fiscal transfers, taking note of deve-
lopments in the finances of the States from time
to time. It was urged that this was not possible
if the Finance Commissions were appointed once
in about five years. In consequence of the Fin-
ance Commission coming into existence at intet-
vals of five years the scope for making discre-
tionary grants by the Centre automatically grew.
It was suggested that if the Central Government
had a large scope for discretionary fiscal trans-
fers there was scop= for some States being
favoured unduly, and their improvidence or lack
of effort in the matter of good fiscal management
condoned or even rewarded. Those who held
such a view believed that the Finance Commis-
sion, be'ng an impartial body, would be able to
ensure that Central transfers were not made (o
particular States on considerations which may
not be fair or acceptable to the rest of the States.

2. Another consideration put forward was that
when a Finance Commission is appointed, it has
to star{ on a clean state, collect the material re-
quired for its work from the State Governments
and the Central Government, and then initiyte
such studies and analyses as it requires. The
feeling. is that within the time available to g
Commission it is often handicapped in its work.
It has been urged that if the Finance Commission
were psrmanent, like the Australian Grants Com-

mission, its task would be easier, since it would

904

ler continuous review |
aspects of the finances of the Central apg

GGovernments, special features  of  pa,
States. and the factors which affcct their gy
An alternative suggestion in this context p,
been made that there should be a per,
ith functions similar to those of thq
mission’s  Secretariaf. which u{m'l];] N
the Secretariat for a new Cqm{nlsston as
when that is constituted. Similar sugge

have also been made by the Commissiong

e able to keep unc

agency W

past

3. One of the most important advanty,
the present system, under which the entir
ance Commission js constituted afresh_ is ]
the Members can be expected to function i
tially. One might doubt whether it wou]
possible to preserve this cardinal feature j
Commission were a permanent body. 1If it
there might well be a tendency for Memb
be regarded as full-time employee: Of the
tral Government, and this would be unh
from the point of view of the Commission’s
tions vis-a-vis the State Governments. Be
we sec advaniage also in the present g
which allows for the induction of persons
a fresh approach and unbiased minds as |
bers. We would not, therefore, favour the
that the Finance Commission needs to be p
nent. In regard to the discretionary tra
of fiscal resources by the Central Govern
to the Staies, we cannot conceive of a s
which can altogether eliminate such transfe
the widely varying conditions and circumst
in which the State Governments may find |
selves from time to time. The scope for d
tionary transfers, however, could be mini
if the States, particularly those who are fina
ly }veaker, are left by the Commissions i
position where they do not have to look t
Centre for help even in (rifling matters.

4. The position which prevails now is
once a Commission completes its work, a :
an'd ineffective cell comes into being in the (
Ministry of Finance, and this cell js merg
the Secretariat of the next Commission.
arraagement, in our view, is inadequate. W
however, feel that it will be extremely usefl

‘ .



gre Finance Commissions and greatly facili-
their work, if an expert non-political agency
s to be established by the Central Govern-
t and were to ptn-forgn such functions as the
tariat of the Commission is cxpected to per-
.. In addition. it would be expected to play
stching and advisory tole with regard to Cen-
state financial relations gemerally.  As and
n a full-fledged Finance Commission is ap-
ted, this agency could get merged into (he
ymission and its Secretariat. It should have
authority to call for whatever information
be required from the Central and State Gov-
ients and their institutions and should ana-
and prepare the data based upon which
inance Commission when appointed can act
out further loss of time. It should carefully
see the implementation of the recommenda-
; of a Finance Commission as accepted by
central Government and its advice should be
bt by the various Ministries of the Central
emment on matters which may require
w-up action. Thus, in our report, there are
: items where an element of discretion is
Ived in the release of further funds e.g. addi-
il grants to certain State Governmetits on ac-
t of interest liabilities on fresh Joans which
be taken during the period covered by our
t, monitoring of expenditure ircurred for
adation of the administrative services and
ses of additional funds, grants for compen-
g the loss of excise revenue with the pro-
ive introduction of prohibition. In our re-
we have assumed certain returns from
ricity Boards and public sector undertakings
soth under the Central Government and the
Governments.  Similarly, we have drawn
tion to the losses being incurred in irriga-
projects, whether major, medium or small
have suggested not only a reduction in the
but also a nominal return on the invested
al. It may be useful to see how far these
fations are being achieved and where we
suggested a progressive improvement over
rears, this agency could draw attention fo
deviations that are occuring and, perhaps.
suggest remedial measures. It is not un-
* that future Commissions, too, would be
9g similar matters in g somewhat inchoate
» Which would, therefore, call for further
W-Up action preferably by an agency which
res confidence on the part of all concerned.
agency could thus be an expect body which
lionze toncerned with Centre-Staie ﬁnan(;ial
Eenerally and the proper implementation
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of the accepted recommendations Of the

Finance Commission. Whether it should be
located in the Finance Ministry or in the Plan-
ning Commissjon, or preferably perhaps as an
independent unit, is a matter of detail which can
be considered later, taking into account the
necessity of making it active and effective.

5. It has been brought to our notice that there
has not been much of competent research work
in the field of public finance for quite some years
now. In our view, it would be very fruitful if
academic and professional interest in this area is
stimulated. We understand that one of the rea-
sons for the present situation is that it is very
difficult for interested persons to get access t0
the necessary material, concerning rot only the
Central Government but a'l the States. Senior
officials of many State Governments have also
indicated that it would be worthwhile if some at
Jeast of the papers of the Finance Commission
are published. We have no doubt that a begin-
ning can be made in this area. We would there-
fore suggest that the Central Government should
publish, as early as possible w'th the consent of
the State Governments concerned, the memo-
randa furnished to us by the S'ate Governments
containing their views on matters covered by our
ferms of reference, The Central Government
should also publish after consulting the State
Governments information furnished to by
them on:

(i) taxation rates and tariffs,

(i) additional resource mobilisaticn,

(iii)

(iv)

us

revenue and expenditure of local bodies,

economy measures and administrative re-
organisation,

_ (v) standards of administiation,
(vi)
(vii

agrarian reforms,

working of State Electricity Boards, State
Road Transport Undertakings and other
commercial and industrial undertakings,
and

(viii) emoluments of employees of State Gov-
emments.

Similarly the Central Government should publish
the analysis done for us by the National Institute
>f Public Finance and Policy, New Delhi.

6. The Central Government should also consi-
der allowing access to the records of the Finance
Commissions, other than those which are classi-
fied as confidential or secret, to bona fide re-
search workers. .






States Tobacco
9. Kersla 4.019
10. Madl lesh  6.422 6.419
1i. Maharashtra 13.510 13.506
12. Manipur 0.185 0.185
13 Meghalaya 0.171 0.171
14, N oand 0.084 0.084
15, Orissa KNV 3.456
te. Punjab +.270 4.268
1~. Raiasthan 4.366 4.365
1% Sikkim - 0034
19 Tamil Nadu 7.710 6.707
2. Tripura 0.257 0.256
21. Uttar Pradesh 12.549 12.544
22, West Bengal 9.09" 9.091

In any year in which the State Government
of Sikkim gives up its sales tax on tex-
tiles, it would be entitled to a share, as
from the date such sales tax is given up,
in the net proceeds of the additional duties
of excise thereon. The State-wise per-

()

ceniage shares would then be as shown
below:

States Percentage
1. Andhra Pradesh 8.018
2. Assam 2.297
3. Bihar 7.219
4. Gujarat 6.013
5. Harvana 2.789
6. Himachal Pradesh 0.734
7. Jammu & Kashmir 0.744
8. Karnataka 6.081
9. Kerala 4.019

10. Madhya Pradesh N 6.419
11. Maharashtra 13.506
12. Manipur 0.185
13. Meghalaya 0.171
14. Nagaland 0.084
13. Orissa 3.456
16. Punjab 4268
17. Rajasthan 4.365
18. Sikkim 0.034
19. Tamil Nadu 7.707
20. Tripura 0.256
21. Uttar Pradesh 12.544
22. West Bengal 9.091

I1. Grant in lien of Tax on Railway Passenger
Fares
The grant to be made available to the States
in each of the five years commencing from 1979-
80, in lieu of tax under the repealed Railway
Passenger Fares Tax Act 1957 be distributed
among the States as under:

States Percentage
shares
1. Andhra Pradesh 6.99
2. Assam 2.46
3. Bihar 9.50
4, Gujarat 5.28

7—432 Deptt. of Hco. Aff./ND-78
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States Petcenlage
shares
5. Haryana 197
6. Himachal Pradesh 0.13
7. Jammu & Kashmir 074
8. Karnataka 3.21
9. Kerala 261
10. Madhya Pradesh 5.84
I1. Maharashtra 15.87
12. Manipur -
[3. Meghalaya o
14. Nagaland 026
15. Orissa 1.73
16. Punjab 3.81
* 17. Rajasthan 548
18. Sikkim -
19. Tamil Nadu 6.85
20. Tripura 0.04
21. Uttar Pradesh 18.58
22. West Bengal 8.65
IV. Grant on account of Weaith Tax om Agri-

cultural Property

The grant to be made available 10 the States
in each of the years 1979-80 to 1983-84 should
be an amount equivalent to the net collection in
that State in each year. Sikkim will become en-
titled to a grant in each year on the same basis
if and when the levy of the wealth tax is extend-
ed to that State in the period covered by our
Report.

V. Income-Tax

In respect of distribution of the net proceeds
of income tax in each of the financial years from
1979-80 to 1983-84. )

(1) Out of the net proceeds of taxes on income
in each financial year a sum equal to 2.19
per cent thereof should be deemed to re-
present the proceeds attributable to Union
territories;

(2) the percentage of the net proceeds of taxes
on income, except the portion represent-
ing the proceeds attributable to Union
territories, to be assigned to the States,
should be eighty-five; and

(3) the distribution among the States infer-se
of the share assigned to the States in res-
pect of each financial year should be on
the basis of the following percentages:

Without Sikkim With Sikkim
(if the.income-tax

becomes leviable

in that State)

1. Andhra Pradesh 8:023 8-071
2. Assam 2522 2-521
3, Bihar 9+540 9-536
4. Gujarat 5-959 5.957
5. Harayana 1-819 1-819
6. Himachal Pradesh 0:595 0595
7. Jammu & Kashmir 0-818 0-818
8. Karanataka 5-442 5-44(




T With Sikkin
Without Sikkim (Lfeél‘;sg;\:{)crgﬁa )é
inthat State)
9. Kerala 3:950 3:948
10. Madhya Pradesh 1-356 7-354
11, Maharashtra 10:953 10-949
12.  Manipur 0-188 0- 188
13, Meghalaya 0-178 0178
14. Naealand 0-085 Q'085
15. Orissa 3-739 @'733'
16. Punjab 2-714 2:713
17. Rajasthan 4364 4-362
18. Sikkim - 0-035
19. Tamil Nadu 8:050 8-048
20. Tripura 0- 25\8 0-258
21. Uttar Pradesh 15529 15-422
22, West Bengal 3-018 8:013

VL Union Excise Duties

(1) During each of the years 1979-80 to 1983-

84 the entire net proceeds of the Union
Excise duty on generation of electricity
should be paid ont of the Consolidated
Fund of India to each State in an amount

equal to the collection in or attributed to
that State; and

{2) forty per cent of the balance of the pet

proceeds of the Union duties of excise on
all other articles levied and collected dur-
ing each of the years 1979-89 to 1983-84,

excluding cesses levied under Special Acts
and earmarked for special

should be paid ot of the Co
Fund of India to the States and

purposes,
nsolidated
distribut-

Grants-in-aid

——————

|

XV NN e W

)

ed a them on ¢ Sis of the f"ﬂow
ing | itages - :
Percentates \\\
St . Excluding "‘"""’ling?ik\_\
States Sikkim if vhen Ulﬁlm
exci ties b O
levi 1 that startlg
1. Andhra Pradesh 7-698 7‘691
2. Assam 2:793 27y
3. Bihar 13-025 13'°2l
4. Gujarat 4.103 41y
5. Harayana 1177 I m
6. Himachal Pradesh 0- 521 0.521
7. Jammu & Kashmir 0-839 0-83
3. Karnataka 4-877 433,
9. Kerala 4:036 4035
10. Madhya Pradesh 8727 875
11, Maharashtra 6-633 663
12, Manipur 0-218 0215
13, Meghalaya (.200 0-25¢
14. Nagaland 0-097 0+ 09
15. Orissa 5682 4-63;
16. Punjab 1-226 126
17, R jasthan 4813 481
18.  Sikkim — 0-025
19, Tamil Nadu 7-641 763
20. Tripura 0-373 037
21. Uttar Pradesh 18293 18+ 299
22. West Bengal 8:028 8-025

—_— o

VII. Grants-in-aid

The following States be paid the
against each of them g5 grants-i

Tevenues in the respactiv
Table below under the
1 of Article 275 of the

to Stages oyer 1979-84.

SUmS specifieg
n-aid of pejr

€ years indicated i ihe

substantive part of Clause
Constitution -

e—— —— {(In Rs. crores)
t — —_
States 780 198081 19814, 198283 gy, O be pal
TTTTT— —_— e in five year
Himachal Pradesh o
3760 40-54 41

Jammu & i 63 43-00 . .
Manipur st 41-06 40-82 39-20 39-49 :;-32 ?g;%
Meghalaya fﬁ: . %00 20 30-76 3210 146
Nagaland 32_97 17:67 18-44 19-48 2005 9.6
Orissa » 41-34 43:65 46+48 48-59 2183
Sikkim P 16 944 1169
Tripura 23' 22 670 1 754 8-05 35
TOTAL NT‘E B7s R 2885 3032 136-5

. . . ‘\\u
et . v BT aarer i
‘\\\, —

—— -
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SOON OMIER TR OF REFLRENCE
R ASALY b tie Central Teame ¢ _— .

licy Oy e Central Feams and the | f.evel
5,[;: 0’} Sj‘;ﬂm"‘f" cannol be adequately met in a parti-
he ex- mk(;” f‘a:c after the State Plan contribution s
ns i b km 0 accmfnt,l (hc. extra expenditure should
od re. of ”«;l ‘b as an md{calu)n of the special severity
after o e calamvty.w_hzch would justify the Central
sllow. Overnment assisting the State to the full extent
. head of the extra expenditure, half as grant and half
atural 'ﬂb loan, ' In regard to the expenditure on relict
and repairs and restoration of public works fol-

(Rs. lakhs)

. Andhra Pradesh
2 Asam :?268
2 Bihar
i 1308
4. Gumarat 956
5 Harsana 1:17
6. "Iimachal Pradesh 51
T Jammu & Kashmir 130
§ Karnataka 200
9. Keala 159
10. Madhva Pradesh 183
11. Maharashtra 457
12, Manipur 8
12, Mcghalava 7
14. Nagaland 14
15. Orissa 871
16. Punjab 268
17. Rajasthan 774
18. Sikkim 1
19. Tami] Nadu 859
20. Tripura 18
21. Uttar Pradesh 1030
22, West Bengal 1360
10055

TOTAL

In our view the present policy and arrange-
ments of Central ascistance lo States for relief
expenditure should be modified. For drought
relief expenditure in excess of the margin we have
provided, the State Governmeit should make a
contribution from its Plan for providing relief
employment, The extent to which the State
Government should contribute from its Plan in
this manner should be assessed by a Central
Team after consultation with the State Govern-
ment and approved by ihe Central Government,
This contribution should n t exceed about 5 per
cent of the Annual Plan outlay. This Plan con-
tribution of the State Government should be
(reated as an addition to the Plan outlfny in that
year and covered by advance Plz.m assistance as
in the present scheme. The adjrh’trj’)?nl of the
\dvance Plan assistance against a ceiling of the
Central assistance for the Pian of the Stafe should
v effected within five years following the enl of
he drought. If the expenditure requirement, s

lof"'i"g floods, cyclones and other calamiiies of
this nature, Central assistance should be made
available as non-Plap grant, not adjustable azainst
the Plan of the State or against Central assist-
ance for the S‘ate Pian, to the extent of
75 per cent of the tota] expenditure in cxcess of
the margins, Where a calamity is of rare severity,
it may be necessary for the Central Government
to extent assistance to the States concerned even
beyond the scheme/s we have suggested.

II. Nen-Plan capital gap of the Stafes

We have made an assessment of the non-Plan
capital gap of the States on a uniform and com-
parable bas’s for the five years ending with 1983-
84. The methodology adopted by us and the
State-wise non-Plan capital gaps so assessed by
us are indicated in Chapter 11 and Appendix
VI 2
In the light of the non-Plan capital gaps of the
States as assessed by us, we have reviewed the
State’s debt position with particular reference to
the Central Joans advanced to them and likely to
be outstanding as at the end of 1978-79. Hav-
ing regard inter dlic to the overall non-Plan gap
of the States, their relative position and the pur-
poses for which the loans have been utilised and
the requirements of the Centre, we have recom-
mended the following measures for dealing with
the non-Plan capital gap of the States:

(i) The existing terms of repayment of Cen-
tral Joans advanced to Orissa for Hirakud
Project Stage I and to all Staies for reha-
bilitation of displaced persons, repatriates.
etc,, and outstanding at the end of 1978-
79, may remain undisturbed;

(i) Short-term loans, if any, by the Central
Government to the States that may re-
.main outstanding at the end of [978-79
may be recovered according to the exist-
ing terms applicable to such loans:
Central foans advanced (o State Guvern-
ments by way of share our ol nc! colleca
tions of small savings. and oststandire at
the end of 1978-79, may be converted into

(iif)



1 s in petuity, in respeet of which

the Swtes need make no repayment of
cipal from 1979-80 but sh?uld conti-

nuo 1o pay interest at the existing rate;
(iv) The balance of the Central lnans outstand-
ing against the State Governments at tt}c
end of 1978.79 may be consolidaied, in
respect of cach State, into one loan as on
Ist April. 1979; : '
(v) A portion of the Central loans so consoli-
dated equivalent to the percentage shown
against the respective State in column 3

of the table in paragraph 25 of Chapter 11
may b: written off;

{(vi) A further portion of the loans so consoli-

dated equivalent to the percenrage shown
against the respective State in column 4
of the table in paragraph 25 of Chapter
11, may be converted into 30-year loan,
Tecoverable in  equal annuval instalments
commencing from 1979-80, together with

interest at the rate of 4.75 per cent per
annum;

New Devy,
October 28, 1978

We the four of us wish to place on record our

indebtedness and gratitude to our ver in-
dustrious Member-Secretary, Shri V. B. Eswaran,
whose vast knowledge and experience of this
field was refiected in the range and quality of
the material ¢ollected and analysed for the use
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(vii) The balance of the Centralhloans %0 oy
solidated equivalent to the p‘“%ntagQ
shown against the respective  State in

column 5 of the table in paragrap.h 25

Chapter 11, may be .converted into 1y

year loan recoverable in equal annyg ; ‘

stalments commemacing  from 1979_8

together with interest at 5 per cent ey

annum; and

(viiiy While making financial assistance avay.
able to the States from 1979-80, whety,,
for Plan or for non-Plan purposes, the
Government of India and the ~Plann'mg
Commission should determine the loay
and the grant components with due Tegarg
to the end-use of the assistance and, gy,
ing so determined the loan componeyf
prescribe the terms of repayment thereg;
consistently with the terms that we haye
recommended in relation to the loans thy

may be ouistanding against tlie States o
the end of 1978.79.

3. M. Suetar
R4y Krisnyy,
C. H. HanumaNTua Rao

H. N Ruy
V. B. Eswaray

of the Commission, and for the advice which he
rendered to us on various in

tricate matters. He
Was also an able leader ang coordinator of hig
team which made it

possible to process the voly.
minous materials,

J. M. SHruAr

Ray Kuisava

C H HanuManTHa Rao

H. N. Ray



YAY, ourLiNing

NO'
ST I ARDS ET
S ETC. 10O g
PUI ?!(ECAS'I‘S OF l( :{ll"J
S OF ADDITIONAL
I. T have rot  n able to agree with the decj

sion of the majority of (he Commission that i

jecting the retns  from State Elcclu(‘]ic'(m
B‘mnf'\. & rate of 6 per eeng ber annum of l;g
rotal tmestoent should by slipulated includi )*
the revenue obtained from the clcc((ticil dm&
levied by the State Governmeng and the éenllf[{
excise dul_\'.lcvicd by the Central Government i)'lll
the gencration of the State undertaking. Iy has
be.cn further decided by the majority ofa ihe Com-
mission that the return shoujd be calculated on
the total investment of (he State Government ;]
the end of 1978-79, and ignoring any fresh inyest.
ments during the period of our Report.

2. Annex (1) to this note prepared by the
Secretariat of the Commission [except the per-
centage calculations in Columns 4(b) and 5(b)]
shows separately the electricity duty and the Cen-
tral Excise duty for 1978-79 collected from “own
generation” as a percentage of the total Govern-
ment investment in the undertaking for each

Staie.
3. I find it difficult to accept the proposition
that the amounts collected by the Central Gov-
ernment as excise duty should be sct off against
the stipulated return of 6 per cent, In law, the
Central excise duty accrues to the Central Gov-
ernment.  When imposing the duty, the Finance
Minister in his Budget Speech of February 1978
staied as follows :—
“I feel that with our enormous invesiment in
power, there is ample justification for claim-
ing a contribution from those who benefit from
these investments, I am, therefore, proposing
to levy a duty of 2p. per Kilowatt hour on

electricity generated”.

The intention, presumably, was to levy the duty
50 as to increase the return from the investments
in electricity undertakings and (o realise a higher
amount from the cousumers, so that the overall
resources of the Central and State Governments
vould increase, and would be available for deve-
opmental and other cssential purposes. Our
nformation is that most of the States have taken
teps to pass on the Central excise duty burden
y the consumer. Whatever justification there
light or might not be for setting off the electri-
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{lgs VIEWS ON THE RETURNS FROM
FAKEN INTO ACCOUNT FOR THE

STATE GOVERNMENTS, AND THE TAR-

RESOURCE MOBILISATION

city duty (which accrues to the State Govern-
mcf')t), therc appears to be no justification for
sctling off the Central excise duty accruing by
lc'm_' to the Central Government from the returns
Whl.Ch the State Government js assumed to derive
_d"“ﬂg the forecast period from its investments
In eleciricity undertakings, In fact, seiting off
the amounts collected as Central excise duty
from the stipulated return, as decided by the
majority of the Commission, would frustrate the
purpose for which the duty was imposed in the
first instance. That the Central Government has
recently decided to make over the non-sharable
portion of the duty from 1979-80 onw " to the
various State Governments and that Ie re-
c_ommending the transfer of the entire Central Ex-
cise duty levied on electricity generated to the
concerned States does not, in my view, vitiate the
legal point. This money is mow un-doubtedly
available to the State Government for various
purposes—but this factor by itself should not ab-
solve the State Electricity Board from earning a
reasonable cash return on the State Govern-
ment’s investment through efficient operation-of

the system. X

4. The combined effect of setting off both the
electricity duty and the Central excise duty is
somewhat anomalous in respect of the following
States as the aggregate set off is in excess of 6

per cent:—
Percentage of total investment
States  Electricity Central Total
. duty excise duty percentage
Gujarat 4:922 2512 7+4314
Kerala 3-444 4:297 7-741
Orissa 3325 3-011 6336

This would mean that according to the Com-
mission’s decision, no further return as such need
be expected from the State Electricity Boards of
these States as the stipulated return and more is
already being earned by way of electricity duty
and Central excise duty, On the contrary, the
excess amounts over 6 per cent have been set off
against the other receipts of these 3 States, so as
not to “penalise” them for their better manage-
ment compared to the other States. For some
other States, the set off of these dutics against






cenl appropriation 10 reserve  exefuniye of u
4 : {
potional 1§ per cent on account of clectricity

duty.

7. Fo, road transpory mulcv(ukingx. we ar
stipulating a return of 6.5 per cent op the ¢ i‘l'?
as a general rule. though lower rafey lmvc‘gc ‘:,
adopted for the weaker units.  The point wor(l:l
emphasisiny is tha: for these unertakings Wcl
have NOT taken note of ciiher the motor vehi.
cles fax or the tax on passengers gngd goods
which also acerue to the State Government BS!
the same token, we should trea: electricity l;ndery
fakings sim'larly.  Again. we are stipulating thut-
over and above the interest on the loap C(:mpo.
neat, other State Government enterprises should
carn by 1983-84 a return of 5 per cenp op the
squity capital as it stood at the end of 1978-79
This return has been adopted despite the faci
that in 1976-77 the return on share capital was
only 1.15 per cent averaged out for the egter-
prises of all Sates. The return for ali State
Electricity Boards was higher at 1.5 per cent.
Further, out of 434 State Government enter-
orises, as many as 121 were promotional enfer-
arises and therefore could not be reasonably ex-
ected to yield high profits.  All State Electri-
cily Boards by statute are meant 1o be commer-
cially viable. 1t may be recalled that we are
stipulating a return of 7.5 per cent on equity in-
vestments by the Centra] Government in its

ertakings, besides interesis on Ioans, again

» achieved during the last year of our fore-

period.

. Having regard to the returns already achiey-
by the better-run State Electricity Boards as
cated above, the recommendations of the
kataraman Committee, the undertaking to
| a retern of 94 per cent given to the World
k, and its over-fulfilment jn some cases, and
refurns we ourselves are stipulating for Cen-
and State enterprises, I am of the view that
madjusted 6 per cent rate of return on the
sive capital sunk in electricity undertakings
ot an unfair proposition. I would also sug-
that for the rclatively weak uniis, the stipu-
i return peed be achieved in gadual stages
- during the final year, 1983-84. ke finap-
effects o doing so are indicated in Annex 2

ared by the Secretariat of the Commission

1y instance. If a 6 per cent rate of return
Sovernment investments is stipulated for each

, the credit to be given to the State Govern-
nt budgets in the aggrega e would be Rs. 2211
res over (he forecast period (col. 2 of Annex
X 5). It however, State Electricity Boards
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are El'ﬂdu'zl"y expected to achieve a return of 6
gf(l)'vgcnt in the .ﬁnal year with progressive im-
pro ment in their working, then the contribution
0 aggregate lerms during the forecast period
'would be Rs. 1449 crores (Annex 2).  Accord-
Ing to the majority recommendations of the Com-
mission, however, after setting off the clectricity
duty and the Central excise duly, the total contri-
bution to the State budgets by these undertakings
WO}Jld be Rs, 1101 crores (Col. 7 of Annex I).
Tlus_ would suggest that the return proposed by
me is [easiblc, calling for only a moderate im-
provemefit over what the majority has assumed
but with the advantage that unsound practices
for computing rejurns need not be introduced.
‘It will be recalled that these investments do not
IHCI'ude fresh  investments during the forecast
period, and also have a fair proportion of invest-
ments made when prices of plant and equipment
were such lower.

9. My impression is that there is enormous
scope for improving the efficiency of most State
Electricity Boards and certain reporls on the
functioning of particular bodies are highly dis-
Comcerting, There is also scope for fixing tariffs
in a more business-like manner, specially in the
agricultural sector where heavy losses are being
incurred. The increases in procurement prices
of first wheat and now paddy and coarse grains
should enable revisions to be undertaken without
causing hardship. The nation is entitled to a
proper return from the massive investments made
in the power sector, which will continue to grow
rapidly, speciaily when such a return is achiev-
able with more efficient managemeni and econo-
mic tariffs. The assumption made by a
body such as the Finance Commission, and ifs
general attitude in financial matters, has effects
spreading well beyond the transfer of funds from
the Centre to the States, Having regard to the
overall npational interest, this Finance Commis-
sion should not, in my view, adopt too relaxed
an approach to the question of the rate of re-
turn expected from invesiments in State Electri-

city Boards.

10. In making these comments, I would like
to clarify that the infention is not to modify in
any way the existing terms and conditions as bei-
ween the State Government and the State Electri-
city Board. The purpose of laying down a parti-
cular rate of return is merely to arrive at a
notional figure of the likely returns during the
forecast period and thereafter to assess the finan-
cial position of the State Governmen(s on a uni-
form basis and in a pormative manner.












e much wider question raised by Shri Ray
ra 5 of |~ mote. We also note that the
al Gover ient ha decided in effect that
.venue from its Central excise duty on elec-
, should go back to the States.

Shri Ray feels that it is not correct to set
¢ Central excise levy on electricity both
;i the additional resource mobilisation tar-
»f the States for 1978-79 and against the
| on investments in electricity.  This, we
fraid, misses a crucial point, namely, that

DELH],
er, 28, 1978.
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when the targets were fixed there was no know-
lefig,e that there would be a Central levy on elec-
!‘IlClt.y of the order of 1/3rd of the total resource
mobilisation targets of the States. It is well
known that electricity tariffs and duty are an im-
portant areas for States to raise resources for
'fheir plans. We, therefore, consider it would be
ll}117l’ilcl.icall to maintain for our purposes the ori-
ginal resource mobilisation targets for this year.
We note that the Central Government’s decision
to re:ransfer the Central excise should ease toO
some extent the States’ mobilisation effort.

J. M. SHELAT

RaAs KRISHNA

C. H. HANUMANTHA RaoO
V. B. ESWARAN



' ON C(
i ND SHR1 1. N RAY
. C oy . RAJ mlsﬂN/{ 1/\ COUE N THE PI
JOINT NOTE Y ‘;:“:l;)sq OF REVENUE (,()NSLQUI.,NT)NO
TO STATES FOR THE )Ir\;TRODUC“ON oF PROHIBITIO!

1. The Finance Commission has projected the
s dutics under the head
revenues {rom State CXCISC d
030 ar @ static Jevel from 1979-89 onwm‘l
during the forecast period on the basis of 5“‘“
decisions for the progressive introduction of pm.-
hibition as they have actually implcmcptc.d dur-
ing 1978-79 and about which the Commission has
information. However. we have not been able to
agrec with the recommendations of our other
distinguished colleagues for meeting the loss .Of
excise revenue consequent on the  Progressive
introduction of prohibition during thc_ forccast
period. Our understanding is that besides the
compensation alrcady agreed to by the Govern-
ment of India. and computed on the basis of 50
per cent of the established loss of excise reve-
nue each vear, treating the actual excise re-
venue of 1977-78 as the base, our colleagues
have recommended in the majority report that
the Government of India should also make
good to each State Government annually the
balance of the loss of excise revenue consequent
on the progressive introduction of prohibition.
The following paragraphs explain our point of
view and give the reasons for our not being able
to go along with the majority of the Commission.
2. Though the Finance Commission was in ses-
sion, the Government of India have communicat-
ed their decisions regarding compensation to
the States for loss of excise revenue pursuant to
the implementation of the prohibition policy
[vide their letter No. 11012/18/78-PR(Vol. 1)
dated the 3rd August, 1978]. In this communica-
tion, they have made it clear that the compensa-
tion will be limited to 50 per cent of the esta-
blished loss of revenue each year and have also
indicated with some degree of precision how the
established loss is to be computed. The States
have been expressly informed that they would be
expected to devise ways and means of meeting
the balance loss. It is our view that the present
Finance Commission is not called upon by its

terms of r?ffarence, to suggest any modification
of the decision of the Government of India with

refgard’ to ‘these compensatory payments, This
VIEW 15 re-inforced by the wording of parag
4 of the communication of the 3rd of Au

& the Government of Indi
afy

raph
gust,

a presumes
wou j i
S Id have projected their reve-

~

nues to the Finance Commission‘

the national policy which envi
prohibition within a period of fc
communication thercafter adds tt

for the Commission to take a vic
tion of devolution of funds with s
resources position disclosed in th
other relevant factors. It scems
that the Finance Commission wa

to make good loss of excise revel
cases and it was left to it to take
regard to the overall financial po:
State and of the Government of
other relevant factors. The same
been re-affirmed in letter No. P 1
dated 4th of August from the
Social Welfare addressed to the |
tary of the Seventh Finance Comix
been reiterated in letter No. PF/R-¢
dated 16th of September, 1978 froi
Secretary, Government of India to
Secretary, Finance Commission tl
Governments were expected to dex
means to recoup the likely loss of 1
excise revenue by other measures.
munication clarifies that the Govern
have been guided by the consider
should be possible for the States to
balance (after 50 per cent has been
by the Government- of India) thr
realisation of revenue from some o
taxes like sales tax and entertainme
introduction of prohibition was expe
some purchasing power from e»
liquor to expenditure on other go

entertainment, some of which are
State taxation.

3. The prohibition policy is impl
pursuance of the Directive Princip
Pol‘xcy incorporated in Article 47 of
tut.lon. The duty is cast upon “th
Ptmg about prohibition of the cons
Intoxicating drinks, and is thus an
Dot only of the Government of Indiz
the Government of each State and
and other authorities in India (vide
and.12 of the Constitution defining
Duties of excise on alcoholic liquc
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on figure in Entry 51 of Iist 11
thedule and this excise is solely
ANl decisions regarding prohi-
e implemented by the State
mselves within their respective
costs involved and the benefits
~implementation of prohibition,
cpted  national policy should,
ed jointly by both the Central
by all the State  Governments

Finance Commission have pro-
rom State excisc dutics at a
1979-80 onwards for all the
. receipts under this head will
son the decisions taken by the
Governments for implementing
olicy and upon the phasing of
dopted. The Government of
d to compensate the States only
50 per cent of the established
cted that the State Governments
mop up through other tax and
part of the income that would
een spent on the purchase of
nce left after taking credit for
of India’s compensation of 50
nay not be made good by these
y partial diversion of alcohol
erwise have been consumed as
rial and transportation uses.
experience financial difficulty
ive introduction of prohibition,
rojected excise revenues from
der head 039 at a static level
vards. This is likely because
:d by prohibition would only
)ensated by the Government of
ance of the loss remaining un-
ult in strain for the weaker
: in conformity with the provi-
75 to make additional grants to
States. For this purpose, the
India may keep the position
nd make suitable additional
upon the pace at which prohi-
d and the actual loss of reyenue
1e static level projected by us
tate.

nsideration may not apply to
£t by the recommended scheme
Xes etc. with a sizeable surplus
- their non-Plan revenue needs.
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The surpluses left under this scheme are indeed
substantial in the cases of Maharashtra (Rs. 3005
crores), Punjab (Rs. 817 crores), and Haryand
(Rs. 678 crores), having regard to their size.”
To us, it appeats adequate that the Centre should
have agreed to compensate those States which
are thus favourably circumstanced to the extent
of only 50 per cent of the cstablished loss incur-
red for implementing an accepted national pmhf-
bition policy for which they share joint responsi-
bility with the Centre. We see no valid reason
why additional Central funds should be expended
for the purpose of maintaining their surpluses
inviolate, and insulating them from the effects of
implementing a prohibition policy which 2—
hypothesi will benelit their citizens. It is recog-

nised that in such a situation, implementation of
the prohibition policy may result in a smaller
balance from current revenues becoming avail-
able for financing the State Plan, but this factor
should not, in our view, justify the payment of
additional compensation by the Government of
India over and above 50 per cent of the esta-
blished loss already promised. They could take
various measures to offset this loss even if the ad-
ditional purchasing power released by prohibition
does not bring substitute revenue e.g. mobilise
additional resources, or curtail non-priority
expenditure.

6. According to the scheme of devolution
and grants-in-aid adopted in the majority report
of the Commission, while all States will be left
with a surplus, in some cases, these surpluses
will be marginal whereas in other cases they will
be substantial. In order to make the figures
comparable, we have computed the per- capita
surpluses taking into account transfers under the
heads (i) income tax, (ii) basic excise other than
electricity duty, (iii) Central excise on electricity
generation, (iv) additional excise in lieu of sales
tax, (v) grants in licu of railway fares, and (vi)
grants under Article 275 including provisions for
upgradation of administration. The per capita
surpluses range from Rs. 14.73 in the case of
Orissa to Rs. 678 in the case of Haryana. We
have considered the level of the per capita sur-
plus at which a State may be deemed to be in
a relatively strong financial position. We are of
the view that this cut-off point may be a per
capita surplus of Rs. 300/- after taking the
above mentioned transfer into account, On this
basis, the following States would be entitled to

compensation over and above the already

large but different under the scheme of Prof. Raj Krishna.










NOTE OF DISSEN1 .1 PROF. RATKRISHNA ENTITLED “/? MORE E
DISTRIBUTION OF RESOURCES’

1. Introduoction pnd suminary

The Seventh Finance Commission has unani-
mously made major progressive innovations in
many aspects of the mditional  scheme of re-
source transfer fo the States Tt has recommend-
ed a record amoung of overall devolution from
the Centre fo the States. Tt has doubled the
propartion of sharcable excise revenue given 1o
the Statec. Thus the total devolution is more
than twice the devolution hy the Sixth Commis-
Tt hax for the first time left significant sur-
And it hac liberalised

forecasts

sion,
pluser with all States.

and rationalised general expenditure
and earmarked provisiont on accoung of relief
expenditure. debt relief. increases in the emolu-
mentx of State Government employees and up-
gradation of the standards of public services.

2. But with regard  the distribution of the
total transfer among different States, I have felt
constrained. with utmost respect, to differ from
mv most distinguished colleagues. In my view
the distribution should be more progressive so
that larger resources are transferred to the most
povertv-stricken States. hill States and specially
handicapped States.

3. Therefore I have devised a formula, dif-
ferent from that of my colleagues, which does
allocate more resources for these more deprived
States

4. The overall transfer in my scheme (Rs.
21862 crores) is larger only by about 5 per
cent than the transfer under the majority scheme
(Rs. 20843 crores) @. (See Table 1). The dif-

ference is mainly due to the fact that my pro-
jection of Central excise revenue in the next five
years is higher by Rs. 1400 crores. (Table A.3.)
(The basis for this higher projection of Central
excise revenue is explained in the Annex.) 1
also provide extra grants tofalling Rs. 366 crores
to eight hill States and two handicapped States,
(Table A.1).

5. Except the devolution of excise revenues
and extra grants all components of the total tran-

fer are exactly the same in
and mine. The real differel
schemes lies in the amounts
for different States.

6. Under my scheme, eigl
share of India’s poverty po
gal, Bihar and Orissa in E
and Tamil Nadu in Southe
desh and Madhya Pradesh i
Rajasthan in Western India
allocation of Rs, 2013 cro
majority scheme. (See Tabl

7. Eight hill States viz. At
desh, Jammu and Kashmir, }
Nagaland, Sikkim and Trij
extra transfer, amounting tc
under my scheme. (Sr~ Tab

8. The remaining 6 State
Gujarat, Haryana, Karnatak:
Punjab) get a somewhat sm
my scheme. Although the
exceeds 5 per cent in ‘Andhi
taka and Maharashtra (Tabl
ment is marginally reduced i
tions because their per capit
nues are relatively larger tl
poverty-sticken States,

9. It has been shown by
that Finance Commission tt
whole period 1956-77 have
gressive. 1. S. Gulati and K
have demonstrated that durir
upto the Fifth Plan the per ca
fer to 4 States with the lowes
was less than to 5 States w
capita income. The six mis
also received less than the
highest per capita income. A
shown that under the Sixth F
award 3 States with the lowes
received smaller amounts pe;

@In rounded figures, These figures exclude the provisions for natural calamity relicf and for

pensation. They also exclude the sum of Rs, 64 crores (the estate duty share) for its inter-State allo

at  present,

*Tflpl{ra is only partly a hill State but because of its special feature it is conveniently placed in |
T'am grateful to Shri K. B, L., Mathur for extremsly comnalent research and statistical assistance

this Note.

*¥The Share of a State in the total paverty population of all States.
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TABLL I—couty,

— .
k] 4 - g 9

N O 7

9481 36
Wi oy yes 2 146
desh 938 392 159 186
R m__{_ 340 326 217 192
- 355 371 +16 163 175 +12
]
853
350 357 8 100
Lt 812 449 534 5 100
L J 355 330 74 100
385 385 24 +39 58 100 +42
; ]
adesh 7761 383 441 282 341
lesh 715 712 375 418 233 276
645 ) 393 558 205 370
384 472 +88 240 329 +89
F
Pradesh 10687 940 1017 22 100
d Kashmir 811 816 877 40 100
870 1808 1816 93 100
3 850 867 1326 1378 48 100
820 4663 4679 84 100
820 1755 1824 31 100
830 1284 1361 23 100
1799 1850 +54 49 100 +51
TABLE 3

AND SURPLUSES PER CAPITA OF STATES, ORDERED BYJPOVERTY RATIOS. IN MAJORITY

ORT AND THIS NOTE

Transfer Per Capita

®s) . .

Poverty Differ- Differ-
Majority Krishna ence Majority  Krishna ence

Surplus for Capita
(Rs.)

States ratio
Allocation AllocationY(KA-MA){Allocation Allocation (KA~
(MA (KA) MA)
1 2 3 4 5 6 7 8
ip

- 650 4o 54 5 100
64-06 393 557 205 370
6228 360 378 157 187
62:25 361 395 112 146
6071 365 392 159 186
o 5750 383 441 282 341
5038 375 418 233 276

384 a5 461 166 29 ia
















formulae in which arbitrary weighting js minimis-
ed. This is achieved to a considerable cxt.cm in
the above formula because population is not
multiplied by an arbitrary weight but by nnm}:;:;
objective ratio viz., the propottion of poor pcoj
in the tota] population of cvery State. Thus W(ft
get the poverty population or the number nq
peoplc below the poverty-line in e'ach State a¢
the main basis of revenuc distribution.

.. Buy this poverty population must be divi-
ded by per capita income for onc important rea-
son. There arc some States which have a sub-
stantia] poverly population but they also have
a relatively high per capita income. Mahl?rashtra
and Karnataka arc examples. A State in su_ch
a situation docs have overall resources of its
own to do more to reduce its poverty. It follqws
that it should get a larger transfer in proportion
to jts poverty population but at the same time
it should get a somewhat smaller transfer in pro-
portion to the inverse of its per capita income,
If poverty population alone is chosen as the
criterion the overall resources availability of a
State is ignored. But if per capita income alone
is used as the criterion its poverty is ignored.
Therefore the use of the formula “poverty popu-

lation divided by per capita income” (or income-
adjusted poverty population) gives due weight
both to poverty and to resources availability,

45. For States whose poverty ratio is high and
at the same time per capita income is low, both
the variables would tend to increase their share.
But for States where poverty is high but income
is also high, the poverty-based share will be
moderated by the income variable.

46. It should be recognised, of course, that
per capita income and poverty are not equally
good indicators of the economic position of a
State. Poverty i obviously better, for average’
(per capita) income does not reflect the distriby-
tion of income, Poverty on the othey hand, re-

fiects  both  the level of income i
. - an
distribution ¢

47. The reason why I have not considered it
necessary to give a Sparate place in my formula
to revenuc? distance is thag revenue distance de-
pends qmmly On per capita income, Therefore

distance,
ead of per

Capita income but thep the resulting progressiyity

of distribution will be excessive,
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48. All variables which er
formula are subject to me.asur
fore, there is a case for inclt
or two variables in the formi
measurement errors in any va
rated by a different paftern
variables. My colleague:q h.
reason. included 4 variabl

allocation formula. It shouls
formula too has three variabl
poverty ratio and per capit
from three different sources: |
and the CSO. Thus my for‘l
majority formula meet the
But whereas in the majority f
ables enter additively with ec
formula threc varjables ent
The majority weights are ar
geometric.*

V1. Per Capita Si

49. When I examined the g
of different States resulting f
scheme of my distinguished «¢
that the disparity in them was
(1:45). (Table 2.) I also fou
of 8 States the surpluses lef
scheme are simply equal to u
Excluding these grants the s
States would be zero wherea
other States would vary from I
case of Assam to Rs. 3005 cr.
Mabharashtra,

50. It is for the first time ¢
of the Finance Commission wo
with all States. This is a hig
development. But when all
surpluses, the disparity betweer
matter of concern to the Com
that in the past some States v
surpluses and others with ve
has invited valid criticism. ]
be indefensible to leaye large
even when all States have sOme

S1. Therefore, T have consi
to fix g minimum per capita sur
ber capita) and provide extra gr
275 to bring up the per capit s
to this minimum Jeye], The
for this purpose turned oyt to
crores or 1.8 per cent of the
B'ut the advantage is that the -
disparity is reduced from (45

Th parll I i ; . ~ y

population and ¢p
degrees of Progressivity can be achieveq with respect to Per capita income,

are unity )
By varying these ',
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ANNEXU

pp——

rlz ON

PROJECIION OF UNION EXCISE REVENUE
(979-80 1983-84

1. The factors taken into account 10 pso;c‘cu?\g
tax revenues have been mentioned 1 the major \l{
repott. They include long-term and recent growth
rates and relevant elasticitics.

2. Tn the case of the Central excise Tevenue
which dominates total Central fax rovenue, at'\d
from which a large part of the transfer 15 deriv-
cd, my colleagues have accepted @ growth ratc‘,
of 7.0 per cent per anpum for the next five years.
1 have been unable 10 agree {0 this growth raic.

In my opinion the rate should be .1 per cent
for the following i€asons.

3. The longterm rate of growth of Cem.yal
excise tevenue (cleaned serics) for the period
1960-61 /197576 has been 823 per cent. The
short-term rate of growth for the period 1973-74
to 197879 has also beea

2.9 per cent. Thus
growth has exceeded § per cent for 2 long period
and has accelerated recently, In view of these
facts there is no case for accep

fing the rate pro-
posed by the Financk Ministry (6.7 per cent) or
the slightly higher rate of 7 per cent.

4. The long-period elasticity of nominal Cen-
tral excise revenue with respect to nominal net
manufacturing income Bas been estimated to be
0744, Assumidg pominal income growth in
New DeLm

71th October, 1978

Bagehi, Amaresh (1971,

Gulati, L. 8. and George, K. K. (1978)

NIPEP (1978}

manufacturing 1o be 109 per cent. for (he
five years (including thc_ real Income E\'Qw‘“‘)\\
manufacturing pm}cc\cd in .\hc .Df'«lft Pl iy
83 and an allowance gor price increases) W,
mated clasticity implies @ TEVCRUC growy n\;\-\‘
equal 10 8.1 per cent. This is still less gy, ty

0
recorded long-term and short-term growy, ra\\hQ
%

5. 1, therefore, accept this figure (8.1 pe
as 4 reasonable growth rate of Centrg|

‘CQ““
revenue.

QXQXSQ
6. The Central Government will and ¢

i , o
never allow the growth Of its MOSt importyy \\a
revenue to decelerate. )\

7. My colleagues have referred 1o sowe ey
structural changes in the excise usystem Wh‘\c;

may retard revenue growth. But at the S,

oy
time many other recent changes (such as exie i

coverage) will also tend to Step-up the groyy

Onp balance the revenue growth cannot be expey
ed or allowed to slow down. '

8. The structures and bases of income-taxyy
and excise taxation are so different that there
no economic case for linking or comparing .

ranking the projected growth rates of incomes
and excise revenues.

Ray Kni
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OBSERVATIONS ON PROF. RAJ KRISHNA'S NOTE OF DISSENT

1. The point in paragraph 31 that industria-
lised States can have substantial revenve sur-
pluses even without Central transfers, may not
b? wholly correct. West Bengal which is recog-
nised as an industrialised State does not have a
surp}us but a deficit. On the other hand, both
Punjab and Haryana have substantial re’:venue
surpluses, excluding Central transfers, which on
a per capifa basis are higher than the industria-
lised Stales of Maharashira or Gu}arat~an;1 et
the two former States cannog be said o be 'md?xs-

tralised to any great extent as comp:
the rest of the country.

2. Referring to paragraphs 3! and
Note, we would not like to under-e:
ro}e of the State Governments in attra
tries, and industrialising  their are
ence §h0ws that the provision of in
facilities such as technical educati
wat.er supply and communications,
maintenance of stable law and orde


















Appendey L

Appendiy 12

Appendiy 1)

Appendix 14

Appendix 1.5
Appendix L6

Appendix 1.7
Appendix 18
Appendix 1.9

Appendix 1.10
Appendix Lt

Appendix 112

Appendix 113

Appendix 114

Appendix 115
Appendix 116
Appendix 1.17

Appendix 118

Appendix

19
Approdix 1,20
Appndiv 121

Appendiv 122

LIST OF APPENDICES

i and rates adopted by
term ratos of growth of yield frloml gcglgzn taxes !
g le f \ c !

:f:)c‘]ti(\|11|1\i351011 for the years 1979-80 to

i i 79 and in the forecast
Stales excise revenues from potable liquor in 1978-79 _
) Statey excis s .

v period 1979-84 \
(i) Staley’ excise revenue {rom items o
period 1979-84
“orres rohibition: 1978 from
hmw)mli‘dtlncceb(;z ‘;l()12[18/78-PR(Vol. 111), dated the 3rd August,
(i) l.etier .

i i Secre-
{ t of SoCial Welfare, GOVB[HmBnt of Indm, to Chlei e
Dcpzll‘ men .
taries of all States

(i) Letter No. P 11012/18/78-PR, dated the 4ih August, 1978 from De-
iy L . P

. I .
iment of Social Welfare, Government of India, to Financ
pariment ‘

Commission

{iit) D.O, letter No. PF[R—9(50) 74-Vol. V, dated the -1
from Ministry of Finance 1 N
Additional funds during 1979-84 over the cusrent levels:
(i) For medicines in hospitals
(i) For diet in hospitals

Expenditure on old age pension in 1976-77 and provision for 1979-84 ...

August, 1978 from Ministry
0. letter No. 5(10)/78-Desk. V, dated the 16th August
(?f ()Sllp;l;rand Rehabilitation {Department of Rehabilitation) .

Planning Commission letter dated 15th September, 1978 regarding Central sec
tor and Centrally sponsored schemes ... e . .

her t.h.an Potable liquor in the forecast

6th September, 1978

Note received from Reserve Bank of India in

their letter of July, 1978 regard-
ing provisions for sinking fund and depreciation fund in the révenue account
of State budgets ...

CPWD norms for maintenance based on capital costs of buildings
Cost of maintenance of buildings for 1979-80 to 1983-84
Amounts provided for expenditure on maintenance of State and local bodies’
roads during 1979-80 to 1983-84 o
Correspondence with the Planning Commission regarding maintenance of capital
assets completed during 1979-R4:
() D.O. letter No. 7FC 1(14)-Res/77, dated the 2ist August, 1978 to
Planning Commission ..
(i) D.O, letter No, 60(34)/75-Eco., dated the 6ih September, 1978 from
Planning Commission ...
Note dated the 2nd November, 1977 received from Department of Yrrigation
on the need for adequate funds for operation and maintenance of irtigation
projects
(i) Financial returns from multi-purpose, major and medinm irrigation
schemes during the five-year veriod, 1979-80 to 1983-84 .
(i) Position of revenue arrears in respect of multi- i
- oL, LY purpose, major and
g\:dmm Irigation schemes at the end of 1976-77, 1978-79 an]d 1983-
(i) Water rates in States - )
Net receipts from minor irrigation in 1978-79
Flood control physical achievement
Provisions for flood control, dy
five-year period, 1979-84
Installed capacity
stations during 197

s (likely) upto the end of March. 1979

amage and anti-sea erosion works during the
and capacity utjlisat ; " major
and p y lftﬂmtmn factor of the major thermal power
Total conl consumplion, ener
in the major thermyl nower

Percentupe of ene
1976-77 .

BY penerated and the s ecii."llc cwm
stations during 977- 8 " 7l consumptian
rey losses in transmission and
Net returng from Sl\l T icity

T979X0 to 10x3 84 ‘l.e ety o
State Road Iy

distribution during 1974-75 to
ards and departmental undertakings during
Road m.wpnr! Corpnrntion/umlcrtukinés: .
.(v') Finaneiad resyhy during 197174 to 1976-77
1) Net profits [fussey Quring 197374 1o 1976-77

»

126

PAQE

1y

13

In

132

iy
K
1

13
135
136

17
138

138

139

139

139

14


















APPENDIX 1.3()

3rd

Letter No. 11012/18/78-PR (Vol. 1) dsted the !
ugust, Social  Welfare,

A 1978 from Department of oc L Sheres

-emment of Indla, tp Chief Secretaries
g::?:py endorsed to Minkstry of Finance, Mln‘lsfry 'o;
Home Affairs, Finance Commission, Planning Ll?lm;:ce
sion, Comptroller & Auditor General and  Fin

Secretaries of nll Stafes.

: ion 1o the States for loss of excite
som- rg‘:"e?ggnsrng;ming from the implementation of
prohibition policy.
i refer to d.o. letter No. lI012/18/78-
PRl. "3;.&“'5{5?, ‘gdnrch. 1978 from Shri Saran sildngtlk
Secretary, Department of Social Welfare qddr;:s o
the State Governments on the question of implemen
tion of the prohibition policy.

. 1 am directed to state that t ¢

lm%ia have decided to compensate the Stales for mg
established Joss of excise revenue resulting {rom e
implementation of the above policy. The C'oln;dpelloss
tion will be limited to 50% of their estabhnlgm_?9
of excise revenue each year, commencing fron71q th(‘:
treating the actual excise rcvenue of 1977- ‘d as c
base. The States will have to devise ways'an mselalzc
of meeting the balance Joss. ln this context the Sta

Governments may consider mopping up, through taxa-
tion as well as through voluntary savings, of a part
of the income that would otherwise have been spent
on liquor. The States would not be compensated for
possible increases which may have occurred in excise
revenue, cost of enforcement eic. The est.:abhshed loss
of revenue will be computed on the basis of ﬁgure:s
of State excise revenue as certified by the State’s

Accountant General.

3. The above scheme of assistance to the States
which will be in the form of grant, will be in opera-
tion till the end of financial year 1983-84.

4. The States would have projected their revenues
to the Finance Commission on the basis of the national
policy which envisages complete prohibition within a
period of four years and it will be for the Commis-
sion to take a view on the question of devolution of
funds with reference to the resources position disclos-
ed in the forecasts and other relevant factors,

he Government of

APPENDIX 1.3(ii)

Letter No, P. 11012/18/78-PR, dated the 4th August,
1978 from Department of Social Welfare, Govt. of
Indiz to Member Secretary, Finance Commission, New
Delhbi.

Sue.: Compensation to the States for loss of excise
revenue resulting from the implementation of
prohibition policy.

1 am directed to say that in pursuance of the Direc-
tive Principle of State Policy in the Constitution, the
State G_overnmenls'h’a,ve been requested to implement
the %OthyIOf prohlbmo(xix m]a phased manner over a
period of four years, Guidelines on thi j

P oot four 3 is subject have

2. The Government of India have decided
t -
pensate the States for the established Joss ofoeig{?e
;eo;ﬁ:éxyueo tge;;xéﬁ?g_tfrom tP}f implementation of the above
ition. The compensation will be limj
ed to 50% of the established Josg ise peqiit-
. of excise
each year, commencing from 1978-79 treating th:e:;n uc;
excise revenue of 1977-78 ag the base, "
3. The States will have te deyise

of meeting the balance logs, The shways and means

tes would not be
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ible increases whic

ed for possible i
g‘c’m‘:?c:(;a:n excise revenue, cost of enfor,
4. The above scheme of assistance o
which will he in the form of grant, wiil

tion till the end of the financial year |9;

s of the above decision, Gujar
andlllgt'aclrc': which have implemented ‘th
prohibition long ago and vxfhnlsc cxcl'."e. re
base year 1977-78 is nccorflmgy negligible
the grant-in-aid. These States would hy
their revenues to the Iiinance (,mnmmsum
of the continuance of their present policy
tion and it will be for the Commission to
on the question of devolution of funds to
with reference to the resources position
their forecasts and other relevant factors,

i to the S
6. A copy of the letter issued Lo
ment is enclosed for the information of
Commission.

APPENDIX  L3(iii)

. 0. No. PF/R-9(50) 74-Vol. V, dated the |
chr0197g frm/n SISri G. Ramachandran, Ej
ary, Ministry of Finauce, New Delhi, to
Esw;mm, Member Secretary, Finance Comn

i the Ic
Sun.: Compensation to the States for ]
revenue resulting from implementatic

bition policy.

Please refer to letters No. T-11012/18/78
August e4, 1978 and No. 11012/18/78-T
dated August 3, 1978, from the Departmer
Welfare, Government of India, on the abov

2. It may be recalled that the above si
up for discussion with the Seventh Financ
sion on 13-9-1978 when the Commission
tain clarifications from the representativ
Ministry of Finance. We explained the vie
the Finance Ministry to the Commission
took to furnish a note on the subject.

3. The Union Government have decide
pensate the States for the established loss
revenue” resulting from the implementation
hibition policy. The compensation has b
to 50% of their established loss of exci
each year, commencing from 1978-79, tri
actual excise revenue of 1977-78 as the |
assistance to the States which will be in I
grant, will be in operation till the end of tl
year 1983-84, The actual receipts under th
Account 039 State Excise would be taken ir
for purpose of determining the quantum of
tion. No compensation will be payable fo
In revenue or cost of enforcement machi;
State Governments have been advised to d
and means to recoup the likely loss of exci
by other measures,

) 4, In meeting the compensation of 509

Statps'for the loss of excise revgnue g}évc
India have been guided by the con’siderati
should be possible for the States to make -
l?alance through  higher realisation - of
from some of the existing taxes like sales-
tainment tax, etc. The introd»~+gn ~¢

will increase the purchasing poy. .. whicL. ...i

- Ofwithin the annual growth rate of non-p)

provided by the
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15 I in
e tivn askgedcgmm n. I_undel'sfand that the informa-
a- outlays hy )l; You regarding current year's annual plan
of I am encloss‘ cen sent to you by State Plan Division.
£ the order fmg herewith a” revised statement regarding
Ol committed expenditure liability in 1979-80

on ac

ng c,‘;,";‘,'cn‘;j centrally sponsored schemes which are
1t may not b nted in the current year. I am afraid,
statewise 0¢ possible at this stage to give figures for
estimate of commijtted expenditure for each

5~
; sch i
e g ome in cach of the five years from 1979-80 to 1983
er as the entir i
sored sch € question of central and centrally spon-
the Natioem]es'ls being reviewed by a Committee of
st, handling trf:iseD e}’lefopment Council and the Ministries
Y, this iﬂformationfc emes have not been able to provide

ring  1979-80 on account of Centrally Sponsored Schemes
(Rs. lakhs)

e e
‘hemes Amount which s
likely to be shown
in State Budgets
2

—
10000- 00

17-60

1055-94
15-00
" Blindness 5 5.8- 15

682- 10
628-44

luding herbal Farms

Training 0! Commwuan., - ]
Post-Graduate Medical Educati n in Indian System
School Health ..
Training and Employment of Multipurpose Health Workers 166-12
Welfare of Backward Classes '
Girls Hostels for Scheduled Castes & Scheduled Tribes .
Post-matric scholarships and merit scholarships for SC & ST 2000- 00
Pre-matric Scholarships 15-00
Research and Training 10-00
Cooperation (Special Schemes) .
Aid to voluntary organisations .
Coaching & Allied Schemes including Pre-examination Training 16-00
Book Banks for Scheduled Castes & Scheduled Tribes students in Medical &

Epgineering Colleges ..
Machinery for Enforcement of Untouchability (Offences) Act 50-00
New Schemes for Scheduled Castes N.A,

cial Welfare
Services for Children in need of care and protection 28500
Integrated child care services













, X L12
espon [{ m r
. ¢ f
!nwnln;;p”“ n der the ) o
i . PIRnS
;)10 ‘("l.-l e‘l':lg‘al:'d A;)mus-t 19/
‘ v (o T ji
s s F g Commicsior'n. A
| ihe course ® ion of the Tequirements for

e ce of assels )i s
]' irrgation syswius, we ﬁnd' kﬁ]atr(gzgﬁ;, ”bl“'dmgq
wided for such mainienance in the non-p;' ¥ States
works completed during a Plap period. e an budget
end of the Five-vear plap. |p acc(-)rdw:n befqre
. practice, some States have ance with
wisions for maintenance of wop

npleted in each vear of the ‘§°yr§;r c;g‘i’ghcdl 9to be
wh includes 4 years of the new Tve-year 72-84
ere appears to be a conflict between this po. ,I;’,an.
i what we understard is the principle Supnésfd sition,
wpted for planning, ie., that till the end of a'gxfﬁ
wod mainienance requirements of w,

the years of the Plan should be p?(r)’:;dec;n}gleted
:t of the plan outlays. The question js “"hethc,; as
: vears 1979-80 to 1983-84 the Finance Commisgioln
ould consider providing for maintenance of ronsn
iidings and irrigation systems which may be com.
ted ‘n those vears. or whether the Planning Com-
ssion would take care of the maintenance require-
ants in the Plan outlays. We would appreciate the
vice of the Planning Commission on this matter

sently.

2. In the Central Government, maintenance of plan
ids and plan buildings is booked to the non-plan
dget of the Ministries concerned as soon as a work
completed, without waiting for the end of the five-
ar plan. as I am informed by FA. Shipping & Trans-
:t and FA, Works & Housing. You are, no doubt.
rare of this position, which seems to be relevant to
: problem mentioned above in regard to the Sfates,
ym the point of view of uniformity of treatment,

D.0. letter No. 60(34)/78-Eco., daied September 6,
1978 fron: Dr. Ajit Mozoomdar to Member

Secretary.

Kindly refer to your letter No. 7-FC-1(14)-Res/77.
dated 21-8-1978 about whether for the years 1979-80
fo 1983-84, the Finance Commission should consider
providing for maintenance of roads, buildings and irri-
pation systems which may be completed in those years,
or whether the Planning Commission would take care
of the maintenance requirements in the Plan outlays.

2. We are of the view that maintenance of irriga-
ion systems should not be treated at par with the
waintenance of roads and buildings. In the former
ase, with the completion of canal works, waler is re-
ased to the farmers and consequently irrigation
harges, which accrue from the beneficiaries, are cre-
ted to the States’ normal revenues. Simultaneously.
2 State Governments provide the working expenses
lating to the maintenance of the newly opened canal
orks on the non-Plan side irrespective of the fact
hether the Plan period is completed or not. Under
e circumstances, the Finance Commission should
nsider providing for the maintenance of irrigation
lems which may be completed during the plan
iod, On the other hand, roads and buildings do
t yield additional revenue to Stales as irrigation
*S. The maintenance expenditure in respect of these
the initia] years js relatively small. Therefore, main-
ance charges in respect of roads and buildings could

Ireated as Plan outlay till the completion of the

n period.
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Not, :

lm;ﬂu{':;td 2-11-1977 reccived from Department of

and mar, 20 the need for adequate funds for operation
alndenance of jrrigagion projects,

(1} Reference by the Commission

Deas ,

of ({i;&fn df}:rmsh your views on the norms and levels
Maintena tture required in the States, for adequate
tral ang gﬁe and upkeep of capital assets and of Cen-
the end fale lflan schemes likely to be ¢ —>leted by
ing you OM_1275-79 n sector of developm  concern-
such nor Inistry.  Please indicate the details of how
he fms and/or Jevels of maintenance expenditure
ave been worked out,

@ g.;).:e received in reply from Department of Irriga-

’S'mce the start of planned development in 1951, many
major and medium irrigation projects have been taken
J!{[Q for construction in the country and irrigation faci-
t;] 1es have been extendefi over very large areas. By
the end of 1975-76 the irrigation potential created by

ese projects has been of the order of 47.7 million ha.
out of which utilisation has been about 45.4 million
ha. The construction of irrigation projects is neces-
sary for extending the irrigation facilities to as large
areas as possible in the country, Equally important ts
the task of operation and maintenance of these systems
for reghsation of full benefits envisaged at the time
of their construction. Completion of irrigation pro-
Jects is not an end itself. They have to be properly
operated and maintained continuously if they have to
yield anticipated benefits,. Many of the earlier pro-
jects completed prior to independence and those which
have been completed in the earlier plans, have not
beeq generally maintained to the sufficient degree of
efficiency, not due to technical know-how or the will
to do this work properly being not there, but due to
paucity of funds. The field of operation and main-
tenance of irrigation and drainage systems has been
found to be quite of ten neglected, the main reason
being shortage of finances. It needs no emphasis that
proper operation and maintenance of the systems on a
continuous basis is necessary, if they have to yield
without interruption the full benefits. It has been
noticed that in many of the older systems due to con-
tinuous financial stringency in the operation and main-
tenance of the systems, deteriorations have set In and
some of the systems are in a very bad state. needing
extensive special repairs, remodelling and modernisa-
tion. The enthusiasm that is being displaved by the
various State Governments in increasing the irrigation
facilities by taking up more and more projects in their
territories, needs to be equally showp in proper opera-
tion and maintenance of the completed systems, so that
they do not fall into a State of neglect and thus not
yield the full benefits. The subject of providing ade-
quate funds for proper operation and maintenance of
irrigation systems is thus a very important one and
needs to be reviewed periodically to cater for the esca-
lation in the costs of labour, ma‘erials and equipment,
Importance of this subject has somehow been lost sight
of in the past. Many of the older irrigation systems
are still getting the same grants for operation and main-
tenance which they were getting several decades before
and thus their efficiencies are getting continuously

reduced.

There are various practices which are being follow-
ed by the diﬂ‘crgm State (_iovernmenls in allocating
funds for operation and maintenance ol irrigation sys-

The practices vary from State to State and in

tems.
In

some cases even from projecl to project in a State.
general, there are four following methods by which
the operation and maintenance charges are fixed. They

are: —
(a} On the basis of gross annual irrigated area, a
rate per ha, is fixed (this is being followed by a

farge number of States).






all their appraisal
Aand mainten-
m accordance

7. The World Bank anthoritics in
¢epoOrts have emphasised that operatiop
ance ;f)lm)ect \;orks'shm]ld be  strictly
vith the sound cengincering principles ; .
;;ud:lef provisions must be made f{:r glh:mql.‘mg"c“:}s"‘ry
pave insisted on categorical pssurance fro}l‘l th hey
smment of Indin, and the respective State Gov. e Sov-
in respect of proper operation and maintcn'\ngmn}ems’
systems before signing the  agreements fo;— En‘;nc‘;f}ﬁ

ssistance.,
g The Sixth Finance Commission, 1973 had
that a rate of Rs. 25/- per ha. of irrigated '\rgq ';clf
naintenance of irrigation systems wonld be ';de‘ tm
rhere has been a continuous escalation in 111(; qu:a &
abour. mat?rmls. and equipment, since then FCSOSH'Of
n increase in the oreration and maintenance ulting
so the rate of Rs, 25/- per ha. which had been r costs,
nended by the last Finance Commission \\'011le gco_m.
«dequate under the present day circumstances e in-

information on

9. In order to have the dstailed
of some of the

»peration qnd. maintenance charges
elected irrigation projects in the country, Central
WVater Commission reoucsted the project authorities to

urnish the following information in respect of each

ystem:—
i) C.C._A. (ii) Area irrigated annually (iii) operation
a.nd maintenance charges for head-works and canals
(iv) d:ﬂ‘icu.lues if anv In proper operation and main-
tenance with the present grants and amount con-
s:d;red necessary by them for proper operation and
maintenance. . ‘
Theyv were also requested to furnish the norms being
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‘“u"r‘g mm’icqnncc of their jrrigation systems, expendi-
repairs ng incurred on regular cstablishment, special
Tin;v S needed or carried out along with their norms.
expon were further requested to intimate their actual
Irri:at?g; osféhgbcran;n and maintenance on their lift
C!

through tube wn;”ss.( umped canals) and irrigation
o l0.1_ gut of the 16 State§ addressed, only a few have
M pplied the part information which is given in Anne-
e 1. A study of the Annexure reveals that the

ﬂ]"el'?ge annual operation and maintenance charges (in-
cluding expenditure on regular establishment also) be-
ing ncurred in the period 1971 to 1976 vary from
Rs. 1690 to Rs. 27.10 per ha, in the case of Bhakra
Canal System (Haryana) (excluding expenditure on
head-works) to Rs, 52.53 per ha, to Rs. 71.18 per ha.
in the case of Peechi Project, Kerala. In the case of
Malampuzha project. Kerala, the operation and Main-
tenmance charges have gradually increased from
Rs. 64.50 per ha, in 1970-71 to Rs. 105.52 per ha. in
the year 1975-76. Similarly in the case of Neyyar
Project, Kerala, the operation and maintenance charges
have gradually increased from Rs 103.06 perlgl% én
-7 .

1970-71 to Rs. 127.11 per ha. in the year
However in the case of all the three projects of Kerala,

the charges are said to include maintenance of gardens
located near the dams and share debits towards estab-
lishment and T & P by Accountant General, Kerala.

11. The information furnished by the States has
further been categorised taking into consideration the
States where regular establishment charges are included
and the States where regular establishment charges are
not included in ‘Overall operation and maintepance
charges of the frrigation systems’, The details are
shown in the following table L

dopted by them for allocating funds .for operation
TABLE [ ,
Name of the State/Project O & M charges including O & M charges excluding
. regular establishment charges  regular establishment. Remarks
1 2 3 4
i, Andhra Pradesh
(a) Nizam Sagar e Rs. 11-46 per ha, to Period 1970-71 to 1975-76
Rs. 22.80 per ha.
(b) Godavari Delta Rs. 10-15 per ha. to ~do-
Rs. 17-50 per ha.
) K. C. Canal . Rs. 10-10 per ha to -do-
Rs. 18-84 per ha.
d) T. B. P.,, LLC Rs. 23-76 per ha. to «do-
@T Rs. 36:27 per ha.
-do-

2. Haryana

(a) Bhakra System Rs. 16:90 per ha, to

Rs. 27-10 per ha.

Rs. 39:60 per ha. to

A A
®) W. J Rs. 70 per ha.

3. Karnataka
(a) TB.P., LBC. 0 to
141 miles
(b) T.B.P, H.L.C. & L.L.C.

(c) Ghataprabha Stage T
& I

4, Jammu & Kashmir
(a) Kathua

(b) Awantipura

" i 64-53 per ha. to
(@) Malampuzhe R e 755+ 52 per ha.
Rs. 91-82 per ha. to

Rs. 127-11 per ha.
Rs. 5253 per ha. to
Rs. 71-18 per ha.

Rs. 1510 per ha. 10
Rs. 96-42 per ha.

(b) Noyyar
(¢) Peechi Project

(d) Challakudy

0—432 Deptt. of Eco. AF/ND/78

Rs. 6-30 per ha. to

Rs.8-90 per ha, (excludes maintenance/ es-

tablishment charged to-
wards works).
Rs. 18:00 per ha. to Period 1970-71 to 1975-76
Rs. 3240 per ha.

Period 1973 to 1976

Rs. 14-06 per ha. to
Rs. 19:90 per ha.

Rs. 2500 per ha. to
Rs. 72-00 per ha.

Rs. 1170 per ha. to
Rs. 15:90 per ha.

Rs. 7-00 per ha. to
Rs. 29-00 per ha.

Rs. 22-50 per ha, to
Rs. 60-00 per ha.

-do-

-do-

Period 1970-71 to 1975-76

=10~

Period 1970-71 to 1975-76.
It includes  expenditures
of maintenance of gardens
& dcbit  expenditure of
cy'aplishment & T & P.
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14, Regular Eetahlichment expeniiinre

o W 1.C. irripation sve
rANA : In the one of W] o

AR R N

2 n per ha, of irrifn .

z;(:ﬂr:: f:‘\rn:rﬁnrzl ?,,70_-” 1o 1075-76. Tn the Rhakra

0.05
Canal Svstem it variee from Re 6.20 per h“'d'c;t)%?ﬁ‘l 0
'ﬂm;r; nf.irﬁmtmi prea during the mic\m M7l e
};';Zn_-}(‘, 1t does not inclode fhe expen mgmcmncc
Tfm-ﬂm ectablishment for opemation and ma f
of headworks.

bal
Y DESH : In the case of Cham
P MQPP(IY‘?’:\:'? ADML\ the regular cs'?nhhchm;nt
e varies from Re 225 per ha. to R, R.10 per ha.
:Hrr;mted aren for the period 1070-71 to 1975-76.

j 1
¥ AN - In the case of Rajasthan 'Cnna
m’f&kw repuilar ectablishment charges v;r\ ffp;g
Re ¢ 1~ R~ per ha of irrigated nrea for the pcnm‘
from 1074  to 1975-76  excluding expenditure
resuta- extaunshment for headworks.

i Yish-
PUNTAB : The expenditure on regular establis

ménL: in the case of ggakm Canal syvstem (:;c_,l:dn::[:
Head Works) varies from Rs. 3300 to Rs. o7 71v10
hectare of irrigated area during _the period 19 -f to
197576, Thic includes propartionate recoveries ﬂr,k
(he States of Haryana and Rajasthan on commaon l\‘vo‘ ?
o! Bhakra svstem towards the regular establishmen

charges.

UTTAR PRADESH : Provision for _csgabhshmem
charges was about Rs. 17.2 per ha. of jrrigated area
f4: the vear 1976-77. It has been suggested for mak-

i the provision of Rs. 25.00 per ha. to meet the
regular establishment charges.

1<. Norms for fixing O & M Charges

As regards norms being adopted by the State Govts.
for fixing operation and maintenance c}_xarges of their
cznal svstems the information received is as under:—

HARYANA : No normms have been fixed in ghc
Sizte. However, the amount sanctioned for operation
2né maintenance of irrigation system for the earlier

vezrs is increased suitably to get the funds for the
following vear.

IAMMU & KASHMIR : No norms have been fixed
for operation and maintenance charges of irrigation
projects in the State.

MADHYA PRADESH : Ino the case of Chambal
Project, it has been stated that Rs, 10 per acre (Rs, 25
per hz) for utilised potential and Rs, 5 per acre (Rs.
12.50 per hz) for unutilised potential are provided.

MAHARASHTRA : The norms have been under
revision regularly in the last few years. The latest
norms revised in 1974 were (i) Rs, 8/- per acre (Rs. 20/-
per ha) of irrigated potential on old and new projects
1111{ the State with gated spillway (i) Rs, 7/- per acre
(Rs. 17.50 per ha.) of irrigated potential on all old and
new projects with ungated spillway, All the above

-norms are exclusively for nor !
: e ma
repairs of the irri I maintenance and

] gation system and do not j
: . include ex-
penditure on st2f employed on maintenance works,

The Central Team appoi
1 appointed by the Govt, of i
t\sorsé?dgh éhfo osxzjeégéxsctmal progra;nme on tlre' 1?rf|g]a?1dol;
- measures for improyi -
?ygquzcyn eggvg {gcommc;n'dcd that normg péggcrtiggdemn
17 Centralu';‘ e:;m r;;;ns‘;og upward, The suggestion :)f
e € nder examination by the State

RAJASTHAN : No norms have

by the State G()vernment. as yet been ﬁxed

: tion and

VIARAT : Opera "

nnnirriqaﬁm eanale ate x.m:\‘er R:C‘
Govt  The propnecd revised T

Re 10 per AcTe (Re 28 per hal)

Re. .35 per acre (21,00 per ha.
Re 465 per acTe (Re. 11.60 pel
yérhd 10 years.

16. Special Repairs

the States have not fu
ﬁnh:?:gn(;:ﬁna allocation of fm}ds
for providing fnndc‘ for car‘ryxptge‘
However, Haryana State aut \c;n 1'.’
funds for special repairs are also t
tion and maintenance allocation.

Maharashtra State have inhr_nat‘(
cial repair is needed on 2 particul:
estimates for such rcpairs are fram
Gowt. for giving rcqmrgd funds in
mal operation and maintenance g1
repair work is to be carried out 1
amount required during the particu
by the Field Officers. Such reque
Government level and the require:
normal maintenance _and repairs a
grants are made available.

The very name of ‘Special repail
not a regular feature and will be ta.
as and when the system warrants th
diture on special repairs should no
normal provision of the ‘operatic
charges’ of the irrigation system.
need arises for carrying out specia
cular irrigation system, a separate €
pose should be drawn up, sanc
allocated.

17. Yrrigation through Lift Canals

The operation and maintenance
of lift channels varies with the lift
not be possible to prescribe standa
tion and maintenance of lift schem
operation and maintenance charge
determined on the basis of lift invc
each individual scheme.

PUNJAB : There are two small
mes viz., Sukhi Nallah and Shahpw
each having irrigated area of 500 a1
pectively, The maintenance charg
Sukhi Nallah scheme varied from
1.133.28 per hectare of irrigated are
1970-71 to 1975-76. Tn the case of
scheme the operation and maintens
from Rs, 45146 to Rs. 996.55 per
area during the same period.

HARYANA : There are only for
gation schemes in operation in Ham
volved vary from 18 m. to 66 m.
charges of those four medium sct
Rs, 172.00 per ha. to Rs. 380.00 p
area during the period 72-73 to °
electricity charges, repairs, work-ch
and depreciation on pumps,

RAJASTHAN: There are about
gation schqmes under the irrigation
details of lifts involved have not bee
State Government. The operation
charges, if the irrigation potential
would be of the order of Rs. 9.55
out to Rs. 282 per ¢ ir

h . . e
fo the State Governma;ng f the irriga



hemes

hemes  where the  water g pumped
river, permanent pump  houses are
ted ncar the river banks 1o draw water
tion system, Dn_mng the lean scasons
iy a time the river recedes from fhe
iy channel has to be dredged in the

the water to the pump houges n
_penditure nn‘drcdging of the ch:'\nncl
and its maintenance should not he
s normal ‘operation & Mmaintenance
ift irrigation system.  Such work will
{aken as a specml. work under a sepa-
yperation and maintenance grants for
1ld not cover the depreciation charges.

scen from the above that most of the
are nol maintaining separate accounts
xpenditure on operation and mainten.
'stems.  However, it is seen that (here
m in the rates for operation and main-
of irrigated area in case of flow canals

need for recommending separate rates

ted arca for operation and maintenanc .
Is systems, lift irrigation schemes and
gh tubewells.

»n Ministry of Transport (Roads Wing)
» norms for maintenance of National
ads are separately provided for carry-

annual maintenance (which includes
s and periodical renewals) and special
yrdinary repairs include repairs to ins-
ws and taking care of avenue trees.
vision for flood damages and special
2 on a lumpsum basis at 20% of the
ormal annual maintenance. However,
d sanction of estimate by compelent
;arfyimng out special repairs is a pre-
: any allotment from the special repairs
l1alntenance grant, is made.

:;ase of irrigation projects no norms for
s (0 caIry out special repairs to the sys-
, fixed, but such repairs are carried out
n the exigencies ot work and avatlabi-
Normally, a separate estimate for carry-
. repairs 1s prepared, got sanctioned and
out. It has generally been experienced
onsiderable delay in the sanction of such
1 hampers the execution of special repairs
sudden breaches, cuts etc., expeditiously,
z, desirable that separate funds are ear-
ecial repairs of irrigation projects on the
d for roads as detailed in the earlier para,
gpenditure for carrying out expeditiously,
pairs lo the system as and when need
suggested that separate provision for spe-
the rate of 20% of the total annual grant
peration and maintenance may be made,
1gineers and Superintending Engineers in
: systems should be delegated powers to
provisions at their discretion lo carry out
~ However, examination and sanction of
Imates by the compelent authorities must
¢ any allotment from such granls is made.

sent, in all the Stales the expenditure of
1(;namtenance are not being booked sepa-
-,n i<t:r.om= head of account, Under these
,incéirﬁry duncull‘lo determine the ex-
1t is sea On operation and maintenange,

1V that major portion of funds
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fg,‘f‘mnfhargm) are consumed on work-charged estab-
and gard Expenditure on maintenance of plantation
cto. Bardens developed at the irrigation project sites

» Should be separately provided for and not under

he . :
¢ normal maintenance of irrigation systems.
mczr;;(.l In view of above and after considering recom-

ccrma\tm'ns made by the various authorities and also_
terial R In view the present rate of cost of labour, ma

nals and equipment, it is proposed that the following
annual rates (including work charged and regular estab-
lishment) per hectare of irrigated area may be recom-
mended by the Seventh Finance /mmission in respect

of Operation & Maintenance charges to Irrigation
Projects: —

I. Gravity Canal System: Rs, 50 per ha.

(@) In case of new Projects :
Rs. 50 per ha. of potential created and
subsequently Rs. 50 per ha, of the irrigated
area when the annual gross Irrigated arca
equals to potential created.

(b) The grants for maintenance of Canal inspec-
tion road used for public purposes should be
borne by the PW Departments of the States.

{(¢) Maintenance of Plantations & Gardens should
be separately provided for.

2. Lift Schemes (Pumped Canals): rates may vary
according to the hft involved. No blanket rate can be
prescribed. ‘lhe grant should not include depreciation
cnarges. [he expenditure on dredging ot supply chan-
nels n the river bed when the river recedes away from
the bank should be taken as a special work under a
scparate estimate.,

3. Irrigation from tube-wells: Rs, 50 per ha, plus
the cost of energy consumed by the system.

4, Special Repairs: A provision may be made at the
rale ot 20 per cent of two total annual grants for nor-
mal operation and maintenance.

(3) Supplementary Note sent by the Department of
Irnmgation on 1-9-1976 regarding Operation &
Maintenance charges for headworks of Irrigation
and Multipurpose Projects

‘The main structure feeding the canal system are gene-
rally storage works with or without pick-up weir and
diversion works. The operation and maintenance cost
of these works will vary from structure to structure
depending on the type of construction, masonry/con-
crete, earth/rockfill or composite ; length and height ;
spillway arrangements; controls for flood surplusing—
gated or ungated, type of gates, etc. It will not, there-
tore, be possible to fix a rate for the operation and
maintenance of head works to cover the different cate-
gories of structures, The storage works may, in some
cases, form a part of a multipurpose project in which
case, the capital cost of the storage works would be
shared amongst flood control, irrigation power etc
us the case may be. Because of these reasons no pr.;
vision for thP purpose was included in the amount re-
;g:m:::;gxedaxi O;Ldeitiiel;rﬁ:?ﬁir mnintenan.ce charges

works which are to
cover only the cost of maintenance of the 1
and its head regulator i cgnu System
gulator(s) and allied works like silt
Cl.zderus' °f[°' Ealcch project has to be cousidered ini;;-
vidua or ing i . A
o mi inlcnunmc:; lﬂfb st‘utal‘)le prov:sxon. for operation
: ot the headworks taking all rel
factors into consideration, The oO&M s
be related to the capital cost of th charges can
uniform rate can b ) the headworks but no
© Suggested for the purpose,
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¢ ch
t showing (he Operaion and Maintenanc AR per gy %
Statemen

[ .

——" v
. e 1974-72 [ ;/L-' -~
ST T T = e T rges Opration & Maintenune, ¢ -
sl. Namso of t970—‘7—l~________ — T Qperation & Maintenance Charg o w - le,m
S - T T s
No- ?br‘:]l:m Opration & Miintenanco Churg ’ . . n v v 1 1v v
v e
1 1 m 5 -
; R s j0 1oz et o
1 2 3 4 5 § //—f———"”‘"—'_—*“"“\\
e
1. Andhra Pradesh

0.09 NA N
N NA 15.48 11,37
(2.45  0.19 NA NA 12.64 15.48 0.33 A
Nizyimsagic . .

A
s
65 NA NA 12,70 12.21 .61 NA  Na 5
87 1.06  NA NA 113 11.03 I
Gojavan W0 .
D’cun

&y
9 Na N
NA  10.13 11.02 0.4 A
76 9.80  ©0.33 NA : ' “
K.C. Cagal il.40 036 NA Na 11,72 25.52  Wii  NA NA 25.52 23.96 N NA Ny 2
T Ive 4.2 Nil NA Na 2.4 . ‘
1. Harvand NA 106 NA 1650 70 NA 980 NA UI7.80 67 NA 1070 Na gy,
e ’ ’ e i gt —““_"-\
. Bhgkn 6.3 > s 1480 1.46] 19.20 T 35.26 160 2,71 23.50 oy
iyﬁ.% 14.80 0.64f 19.0 ) 3454 . .
3. Japmu & }
Kasnot Na NA ifo thoo NI NA NA Iho §29.00 NI WA WA 2
Kanet noo P;A NA  24.81 13.50 4.0 Ns  NA 22.50 2083 5.80  NA Na g
. 53 . . .
Awanipur 22.28 3.3
Q.Karmtaka .
T.B P. 1LBC b eereereaenes teneesdnformation Dot given  cocsaeees PN e
Oto 14k miles e rrneeanens ’
N =do= P SRR R yeseaen e .y
TBP. RB HIC
TBP, RB LLC. )
Cievsveee ~do-= Pesesiaraunressenesus FETTRN Caien,
Ghataprabha 1a&ll O L LR LR RN rasaaane
S'K:;rmpuzm 30,67 31.03 - .. 6170 29.82 34t v 64.53 34.90  45.59 . 80,49
Noyyar 63.71  39.35 . .. 103,06 66,78  42.55 .. .. 109,33 62.67  41.25 . 103 g
Chalakpdy NA NA NA NA 51,10 NA NA NA NA  61.40 NA NA NA  NA 613
Peothl 41.00  11.33 . .. 52.53 60.00  11.18 71.18  56.50  11.87 . . LN
114 ‘
6. Madhya Pradesh ' .
Goambal ProJest sree vsensastassonioninsnnirrens R | (LI ) 24 £ ) S R TR PR tesrrecannne RS TERTINIE
Biind Camal  sevecerscassiritassriniaissotnestrisrsan sttt L P T
oM 261 NA NA NA 2671 19.66

NA NA NA  i9.66

1778 NA  NA  NA 11
7. Mahargshtra
Gangapur 22438 21,10 BA NA  44.00 11.90 11.10 Na  NA 23,00 19.40 16.60 NA NA 16,
Goral .60 5.30) . 493 ALE} 28,63 6.80 | 6,47 [ A4190 36.04  5.70  9.61 .. »l.
8. punjab

UB.D.C. 437 095 S.62 . 1494 455 113 988 .| 15.56 435
Baakia 13.20 Naj 33,20

0.82] 10.86 ..t
] 4640 12,90 NA 32,99

NA  45.89 14.00 NA  37.36 NA 3
Sibind 443 008 442 . .93 334 0460 436 .| .36 321 0.26) 4.7 oo
Canal
9. Rajauthan

Brakra  15.00  NA  NA  NA {5.00 11.40 NA NA

System
G?u;canans.ou 5.00 NA NA 18,00 8.70

R.C. P.

NA 11,40 11,28

NA NA NA
3.30 NA NA  12.00

7.66 2.34 NA NA

NesearecemIE LA I I N IR BV IR O A

veeseannss s Not availabla e eAt et et inararias Areranaa
10. Uttar Pradesb

UGL.y 1699 «§ NA  NA 16,39 10.04 '»_,, NA  NA 10-04/W
L. G.C. 9.56 . NA MNA  9.56

{ NA  HNA

9.12 . NA NA  9.12 13.97 .~ Na NA
Betwe 9.92 - NA  NA 992 11.54 o NA NA 11,54 19,27 .. NA NA
Sardn 10.97 . NA  NA 10,97 12,07 . NA ° NA 12,07 19,63 NA NA
Kan 6,41 -~ NA NA 64l 726 .. NA  NA  7.26 [0.45 .. NA NA
Agra Canal 15,3% NA NA 15,38 14.62 .. N& NA  14.62 19.78
Bustern Yar 6,42 - NA NA 642 7,30
muna S4na}

NA NA

NA  NA 7,30 1074 .. NA

NoTg 1 —

1. Cunul system ncluding work-churged eginbbishment,

11, Hoad Worlky including worke-thurged establighment,
Lk, Rogular egtublighment on  Cagoal,
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APPENDIX L14(ii)

197879 and 1983-84

Pasition of evenue arrears in cespeet of multipucpose, major and wedlum  irrigation schemes,

it of water 1ate H—“;V.xwr e dopund & Pyreontage of arrenry to
Jemawml & betterment tevy bottopment Loy (Rs. domnad
Rs. Lakig) ukbs
a7 19759 08 se T T9To7 | LDTST9 1983-3% 197677 1978-79 1983-84 197677719

1 N 3 4 5 6 7 8 9 {0 1
1, Andbra Pradesh NA NA NA NA Na NA NA NA NA Na
I Asgam 0.0y 0,50 . 13 15 {7 neg. 3 . neg.
3. Blhar 1230 1418 626 639 752 1971 200 190 58 88
4. Gupnat NA NA NA 355 534 948 NA NA NA NA
S, Harvana 71 46 24 928 994 1370 8 5 2 5
6. Himachal Pradegh - " . o - e . . »e .
7. Lammu & Kaghmir 20 20 14 12 14 21 167 143 52 25
3. Rarmataka 1421 1891 06 1005 1110 1635 141 170 188 214
9. Kendla 60 64 0 83 104 70 T2 62 100 22
10, Madhya Pradeght 1300 1609 1563 319 619 845 470 260 186 186
1L Maamgar NA NA NA 1065 1238 1656 NA NA NA NA
2. Maniput o . N 12 24 - . . .
13, Meghalaya o . . P "
4. Nagilaod . - . . . . " " ”
15. Origsa 108 19 24 189 215 297 9 3 2
l:. X;unj.\l‘ N:)\o NA NA NA NA NA NA NA NA NA
17, Rajagihan 3y 2
18, Siliik)im .- ,XS 1.5.3 7:“ 7_3,3 s 0 2 18 NA
19, Tamit Naudo NA NA N o . o -
0. Topons 3} ) .k? N.é'- Nix NA NA NA Na Na
Do Mmoo % 55 g

415 183 359 423 13l 71 98 n
TOrAL: 092 S eo ese7 40293 (3gg0

Sayace: nlformatipn feceine) from State Goyts

rAnersinclig® those relating o minot 1erigation schemes.

wWereentage of arredry 1o Demand o

and drredss Sreaviilable,

N. B. Arroars 10 €33pett of minor irriggtion sol eme have not been included inthy

nd Arrears per heeya

Stateg

—

Asgimy
Bihar

Himchal Prayesy
Qrissn

Uttar Pradegh
Wegt Bengai

\Ql

DAl

il

™~

.

~
lbg7g
\()57\
365y

Y
2'1()3‘,

.
911’?9

1‘)(,2.}

iney
: 7 date&s )
October, 1977, except for Andhra Pradesh o

Benga) for which data are based on Finance

0,
W
el

1976
1)

Arreig per o

T Deogqyr
(RS.) Cld]t

[RTRTRR
H“‘N
12

13
NA ﬁ
2y,
L
NA
3 il
oo
233 gy
By
135 g
NA NA
2 ':
Na oy
NA
Na oy
58
26

e have been worked oug in sespect of States for which caty abert g
i

Rsslakn)
Asal the end of
197607 197879 198384
0.5 - —
140.0  144.0 164
(77-18)
0.5 11 2.9
14,3 1.5 2.3
582.0  §81.0 1919.0
3.0 N.A,

N.a,

above ti\‘ble. Thesearg given below, for some g,
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23,
A,

25,
26.
2,

28,
29,
30,
31,
32,
33,
34
35,
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APPENDIX LIR

lled cnpueltly wn? vupuc:!‘y

flon Tuetor of nmjor 1,

the comntry durlng wo year 1976277

Name of Power Station

1251

Ahmedabad (Unir |5 & 16)
Amarkantak

Barauni (Units 4 & 5)

Bokaro

Bandel .
Bhusawa]

- Badarpur
. Bhatinda

Basin Bridge (Units 3 & 4)

- Chandrapyra
. Calcutta

(i) New Cossipore
(i) Mulajore

« () Durgapyr (DV(C)

(i) Durgapur (DPL)

- L P, Suation

Dhuvarag

. Ennore

. Faridabad

. Harduaganj ‘A

. Harduaganj ‘B

- Khaperkhegy (Units
. (@) Kothagudem ‘A’

45&6)

(i) Kothaguder, ‘B
() Korba-]
(if) Korba.y

- Koradj

Nasik

(i) Obra (M
(i) Obry Extn,
Parli

Paras

(© Papkj

(i) Papk; Extn,
Patraty
RamugUndam ‘B
Renusagy,

(Ul'lit 1 On]y)

Satpury
Santaldjp,
T Tombyy
Talcher
Ukai

S-.‘URCE : Depnrtment

Deri
instiurca
capacity
(MW)

370
60-0
100-0
227-5
320-0
62-5
300-0
220-0
60-0
660-0

1500
1280

250-0
2800

282:5
334.0
450-0
120-0

9.0
220-0

90-0

2400
220-0

80-0
200-9
480-0
2800
250-0
300-9
60-0
92-5
64-0
110-9
510-0
62:5
125.9
32:5
240.9
330-9
250-9
240.9

of Powey,

] Doy ™

540
86
ST 8y
581
36+ 11
84.75
5567
39-6
5264
4-66

60- 54
59- 49

58-63
4541

7528
6127
45.7;
45.39
53.33
67-97
56-44

65-43
45-87

66-00
80-31
50-03
61-85
57-26
57-88
81-62
56-77
403
30-90
46-66
90-96
100-g9
62:76
2973
68-80
44-00
2411

0"' ln



coal i
ool ;onsumphou, energy coal consumption in the specific ¢
Power Stations in (he count

APP

L19

during the ar 1977-78

rated and the

e ——

Source : Department O

f Power.

c Coal Units
(Qlegwnpnon gensrated
e nnes) (MU)
2
1 3 )
// p—
1. Ahmedabad 008243 1257034
2. Amarkantak 409514 £18+062
3. Barauni 303850 539-821
4. Bokaro 827639 1136773
5. Bandel 726546 1447-670
6. Bhusawal 248574 358-319
7. Badarpur 476678 839-430
. Bhatinda (GNDTP) 456095 $00-738
9, Basin Bridge 297011 413-000
10. Chandrapura 1529236 2824-069
Calcutta 1344132 1758-174
12. (i) Durgapur (DPL) 623055 1001-890
(ji) Durgapur VO 623069 943- 007
13 D.E.S. U 1288460 1909979
14. Dhuvaran 55872 2773-375
15. Ennore 935945 1439-000
16. Faridabad 406714 593-00
17. Harduaganj ‘A’ 305299 356+270
18. Harduaganj ‘B’ 742303 1150-000
19. Khaperkheda 368399 399-102
20. Kothagudem 1480279 2232-466
-239
21 (i) Korba- ];gi;;fs 133;-?62
(i) Korba-II 1555
2 -
72. Koradi 1527723
53, Nasik 857309 1544-470
) 2728079
»1. Obra 2074373 e
25. Parli 261300
417121 518-087
26, Paras
. . 205715 326146
27. (i) Panki 472906 726-300
(i) Panki Exun.
28, Patrat 1281916 1944902
. u
0. R dam B’ 290471 508- 000
. amagundam
0. R # 870679 1044-097
31. Senusagar 1086337 1873-000
32. Satpura' 404186 828 571
33' :mald‘h 307138 2196177
+ Trombay 467798 669089
34, Talchar 616
320744 671-61
35. Ukai

Coal con-
sumption
kgfkwh

5
0-72
0-66
0-56
0-73
0-50
0-69
0-57
0-57
0-72
0-54
0-76

0-62
0-66

0-67

0-65
0-68
0-85
0-65
0:92
0:66

1-13
0-94

0-58
0-56
0-76
0-60
0-81
0-63
0-65
0- 66
0-37
0-83
0-58
0-49
0-70
0-48
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APPENDIX 1.22(i)

Stat
¢ Road Transporg Undertakings- Summary Table

/ PR
' 1973-74 197
4-75 1975-76 1976-77
Actuals Actualg Actuals Actuals/Prel.
. —_— Actuals
e 2) T —_— o
_ .S. W) (4) ) W
I’ﬁock Lm"_'a] at the end of the year 39656- 81 .~4620z-y/ 32940° /U \.‘,019-752_-
gross Receipts s 38873-16 :0340-83 60734+ 68 71232- 58
Working SXDERSC 35164-78 4711559 55251-27 61024- 14
ptercst_Paymien's 1839-65 2300-07 2891-55 3451- 02
) to State Govt. 1300-90 1546 25 192206 1952-99
y Others iation [ 538-75 753-82 1169-49 149803
‘ansfer to depreciation fund 3878-27 4946- 58 5528-67 6589- 35
‘vansfer to other funds 223:26 167+ 63 185- 06 225-76
yther charges 285:06 27087 263 i4 340-58
otal 3 0 7) 41391+ 02 54800- 74 64119-69 72530-85
Jet profit —2517-86 —4459.91 —3385-01 —1298-27
orporation Tax 236+ 00 265+00 120-00 174-26
woatributin to State Revenues 39:36 —13-63 29:99 10-59
etained Jprofit —2793-22 —4711-28 — 535 i <Gl Vi Z
APPENDIX 1.22(ii)
State Rqad Transport Undertakings
Net Profit (+)/Loss (— after providing for interest, depreciation and other funds
(Rs. in lakhs)
1973-74 1974-75 1975-76 1976-77
Actuals Actuals Actuals Actuals/
Prel. Actuals
1 2 3 4 5
ndhra Pradesh 500 Tisso0  Tiless 6200
'rlltll'az;.rrat —374-00 —712-00 —276-00 —256-00
b ana -+ 33-54 — 56-43 — 49-70 +107-89
;gataka + 26-00 -+ 11-00 —130-00 + 42-00
erala —367-00 —470-00 —411-00 —108-00
ladhya Pradesh —154-57 —148-27 + 46-31 ' 4 48-24
Pttt oSt el sl g
;%S;b "800 —151-00 —296.00 —350-00
i Rox “gE e e e
) Pepsu R. T. C. + 34-76 + 49-90 —50-67 + 1-13
gg;;‘hgg u . ~ 9500 —274-00 —839-00 +137-00
) Pallavan Transport Corpn. —l2é:88 _—*_'2(1);'88 :1?(7) 88 i §(5)88
) Cheran Transport Corpn. + 11-00 L 58.00 —.103-00 + 7-00
} Cholan Roadways Corpn. i 4-00 T “9-00 62-00 T 7160
) Pandiyan Roadways Corpn. . 65-00 — 76-00 + 15-00
+ Kattabomman Roadways Corpn. + "5.00 + 3-00 — 26-00 +  6:00
' Anna Transport Corpn. .. — 99.00 — 27-00
Thanthai Pariyar Transport Corpn. 1 14-00 —240-00.  +189-00 +173-00
tar Pradesh —1182-05 —1533-61  —1634-76  —1616-77
st Bengal 740+ 49 —932:39  —1007-33 —941-0,
C.B. T. C. — 49-56 —56 22 — 51-43 — 60-77
Durgapur S, T. C. — 98:00 —153-00 —187-00 —217-00
North Bengal S. T. C. —_994+00 —392-00 —389-00 —398-00
Calcutta Tramways Co. “
te — 70-78 — 75:46 — 14-13 — 3445
oam + 21-42 — 79-52 —51.92 —105-05
machal Pradesh —-168:00 — 93:00 — 31:40 _— 14-00
nmu & Kashmir - — 7-00 — 41:00 — 8-00 — 12:00
tnipur — 2:07 —" 475 — 264 — 4-00
‘ghalaya — 11:60 — 12-46 — 7-46 — 8-04
galand + 15-44 4 967 + 25-03 + 4.59
kim 2405 — 861 — 22-13 — 22.82
pura
—2517-86 —4459-91 —3385-01 —1298-
TOTAL 517 8-2 7
t indicated.

Profit & Loss Accounts and Snbsidiary PC..-.
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22(vii) ~Contd.

APPENDIX |

1o Himachal l'mdcsh.
17, Jamnwu & Kashir
(8. Manipur

9. Meghalaya

0. Nagaland

o1, Sikkim

.2, Tripura

e year 197374
" & Relates to the year 1973-74.
SOURCE Report of the

APPENDIX 1.23()

8th August, 1978
‘0. 15/18/78-1GC, dated I

Ptoﬁ lset(t:-cirl'?g..M/enon, Member, Company Law
t:-)mb‘hri V. B, Eswaran, Member Secretary.

( ia] D.O. letter No. 1
i ofer to your Confidential el
Fé\g(‘g)lykgt[cﬂ, dated the 4th August. 12;1‘2,11 tag(fkce:z el
to Shri P. Krishnamurtli, .Secretg.rz\,l(ﬁegz; e e o
flairs, about placing ol audit the
Tl‘lgufl‘ %ieneral Meeting within SIX n;)n(t)lés Gocfverl;-
close of the accounting year in Trespe
ment companies.

i t been
_ Many Government companies have DOt

s\rzicl\y coi\ply‘mg with the requirements of sectllggi6 2r1£
read with section 166 of the Companies Act, e
garding placing of the balance-sheet ,and pro e
loss account along with the _aqdltoys report E(t)he
the annual general meeting within sIX months c:_ !
closing of the financial year. A Note regarding lme):
finalisation of audit of accounts of Government comt
panies and a list containing names oﬁ Govemm_c:d
companies, both Central and State, which have fail
to bold the annual general meeling during the year
1977 and during the current year upto 31st July, 1978,
within six months of closing of the fmanmal year are
enclosed herewith, for your information.

A note regarding timely finalisation of audit of accounts
in respect of Government companies.

In pursuance of Section 619(2) of the Companies
Act, 1956, the appointment of Auditors in respect of
Government companies are made by the Central Gov-
ernment on the advice of the Comptroller and Auditor
Geperal of India. At the time of making such ap-
pointments, all Government companies are invariably
instructed to make the account books of the company
for the financial year available to the Auditors for
audit, immediately, on the receipt of this Board's
appoiniment order, so that the Auditors can complete
their audit and submit the copies of their audit report
to the Comptroller and Auditor General of India in
terms of Section 619(4) of the Companies Act, 1956,
s0 as to enable him to offer his comments upon, or
lo supplement the audit report well in time to permit
the holding of the Annual General Meeting of the
Company within 6 months of the closing of the ac-
counting year in order to comply with the provisions
(Xcitfgg(: 166 read with Section 210 of the Companies

2. Moreover, in order t
2 ) 0 ensure expediti
?g{)omlmo:nl. of Auditors for the next ﬁnanc?al y::rs
’[(. companies are also asked to initiate action so '
fxlcr the completion of audit and of

Auditor - General  of  [nd; i

id ' ndia iti
Qc?ounlam Genera) or the Mevr\:{)he?m [waltmg fo_r
oard concerned 1o complete of the  Audit

his audit,
3. However,

in\pilc of thes [ .
be v b hese  ingf i .
c;frr\\nu(i}i)%\-'l‘(’;-d that  lurge number ‘5?6“2;“8’ 1t has
es delay the holdings of the Annuu(;veGmmeml
energ
eur muinly  becs the close of the .
Y because of non-ﬁnalisationac;:foug'}e

Unde!
Association of state Road Transport

) 4

2-95 N.A
N.A. N.A
3-10 N.A,
N.A. N.A
3-50 N.A
N.A. N.A
3-59 N.A

rtakings, 1975-76.

time because of delay in 4
audit rep%rtda;?(c)ir SS.Oml—gowever, the delay u}) the. appé‘;
ment of Aﬁditors takes place only in séu?' d?‘“cs o
ment of A ler & Auditor General of India doe, |
the Compé‘othe names of the Auditors to the ¢,
recommen Board on the ground that the previ
pany Law unt had not been audited and the augj,
Year?t aﬁfﬁ submitted to him for his remarks ypy
rS‘)‘e%(t,ion 619(4) of the Act.

i i lendar year, ;
during the preceding_ca year, |
194;,7 'I::ll(lis;the current year Le. frc;rnnt (1:-1-73 0 3
ly, 1978%, 191 and *46 Governm o ldomhp'ame“
" 3;3 cly were not in a position to bold their App
Be lvraly Meetings within the stipulated time of
ﬁ?ﬁhs and requested the Government for grang
them extension of time for holding their Annual Ger
ral Meeting. 1n all such cases, required ex{ens!u
were granted by the Government where applicatio
under Section 166(1), second proviso of the A
were received so that they were able to finalise
accounts to place before the Annual Genperal Me
ing within a period of nine months of the closing
the accounting year.

5. This type of extension is, however, granted wi
instructions that for future year steps should be tak
by the company to ensure that the programme to {;
finalisation of their accounts and their audit is
arranged that the Annual General Meetings are he
within the normal time prescribed by Section 166 re;
with Section 210(3)(b) of the Companies Act, 195
While sanctioning such extension of time, the cor
panies are also asked to take adequate measures :
as to avoid default in complying with the provisiol

of the Act and the contingency of the application
the penal provisions thereof.

6. It is, therefore, evident that inspite of all post
ble steps taken by the Government by instructing t
Government companies to comply with the provisio:
of the Companies Act, 1956, in respect of placing tt
books of accounts before the Annual General Mee
ing within six months of the closing of the accountir
year, it has been noticed that many of them ha
f(z}uled to place their audit report before the Annu
.te.neral Meeting within the stipulated period. In fac
‘Lriés ftor the companies and the administrative Mini
thats \ }? Organise accounting system in such a w2
fhat the ?ccm_mts are completed within the period ¢
T eThor thecuon 210(3) of the Companies AC
Repart b&‘;’ the only course for placing the Aud
et :}e‘ the Annual General Meeting within
rombs g t'e closing of the accounting year, is |
o & Zubme at all levels, that as soon as !
requested. to r:“; their report, Accountant General
tion 619(4) {aKe Up supplementary audit under S¢
and Auditds lgmﬂdlately, and that the Comptroll
o recommang tt’ﬁleeral of India be requested forthW!
Pany Law Boarg oo s Of the Auditors to the Co!
succeeding year Or appointment of Auditors for !

. » the timely placing of aV

Thus

e

Dot before the Annual General Meeting. much ¢
§ on the initiative of the company ’

*Statewi
se st . .
& “B”. atement g annexed at Annexures
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ANNEXURE A
Statement for the year 1977

GOVERNMENT COMPANIES

Ores Limited.

te Corporation of India Limited.
tan Salts Limited.

ar Salts Limited.

Refineries Limited.

d 1Insurance Corporation of India

ndia Assurance Company Limited.
jal Credit Company Limited.

ial Insurance Company Limited.

ial Textile Corporation (U.P.) l.imited,
al Fire & General Insurance Co. Ltd.
i Structurals Limited.

i1 Coalfields Limited.

ne Bio-Pharmaceuticals Corpn. Ltd.
r Lawrie & Co. Ltd.

: and Roof Company (India) Ltd.

nal Textile Corpn, (T. N. and Pondi-
1) Ltd.

I Line Limited.

indo-Burma Petroleum Co. Ltd.

:rn Bakeries (India) Ltd.

v Engineering Corporation Ltd.

aigaon Refinery and Petro-Chemicals

n Motion Pictures Export Corpn.,

onal Textile Corporation Ltd. (Delhi).
in Drugs and Pharmaceuticals ILtd.
in Tourism Development Corpn. Ltd.
‘es Phosphates and Chemicals Ltd.
iustan Machine Tools Ltd.

nery and Footwear Corpn. of India
an Iron & Steel Co. Ltd.

onal Textile Corpn. (Gujarat) Ltd.

tral Road Transport Corpn. Ltd.
dustan Zinc Limited.

donal Textile Corpn. (W.B., Assam,

ar & Orissa) Ltd.

nardson and Cruddas (1972) Ltd.

ional Projects Construction Corpn, Ltd.
ional Textile Corpn, (Maharashtra
‘th) Ltd.

iing and Allied Machinery Corpn, Ltd.

n Finance Corpn. Ltd.

gon India Ltd.

tional Textile Corpn,
ra) Ltd.

yoters India Limited.

habilitation Industries Corpn, Ltd.
ntral Inland Water Transport Corpn.
i

(South Mahara-

sJhi State Industrial Dev, Corpn. Ltd.
'burn Properties Limited.
sstern Coal Fields Ltd.

;ana and Fruit Development Corpn.

itional Seeds Corpn. Ltd.

0.
51,
52,

53.
54.
55.
56.
57.
58.

59.
60.
61,

62.

63.

64.
65.

66.

67.
68.
69.

70.
71.

72.
73.
74.
75.
76.
77.
78.
79.
80.
81.
82.
83.

84,

85.
86.
87.

88.
89,

90.

91.

A AwN

States Farme Corpn. of India Limited.
Central Fisheries Corpn. Itd.
Cochin Refineries Iimited.

STATE GOVERNMENT COMPANIFES

1

2
3
4
5

6.

w N

NS A

0 9

—
N -

—

—
SLPNAUA LN =

ANDHRA PRADESH
A. P. State Police Housing Corpn. Ltd.

. A, P. Fisheries Corpn, Ltd.

The Hyderabad Allwyn Metal Works Ltd.

. A. P. State Trading Corpn. Ltd.

A. P, Steel Limited.
A. P, State Textile Dev. Corporation Ltd.

ASSAM

Assam Petro-Chemicals Ltd.
Assam QGas Co. Ltd.

Assam Industrial Development
tion Limited.

Assam Spun Silk Milis Ltd.

BIHAR

Bigar State Industrial Development Corpn.
Lt

Bihar State Dev. Corpn. Ltd.

Bihar State Textbook Publishing Corpn.
Ltd.

Bihar State
Ltd.

Bihar State Small Industries Corpn. Ltd.
Bihar State Mineral Dev., Corpn. Ltd,

Bihar State Handloom Handicrafts
Corpn. Ltd.

Bihar State Export Corpn. Ltd.

Corpora-~

Credit & Investment Corpm.

Dev.

. Bihar Mica Syndicate Limited.

GUJARAT -

Gujarat Small Industries Corpn. Ltd.
Gujarat Agro Marine Products  Ltd.,
Gujarat Agro Industries Corpn., Ltd.
Steel Corpn. of Gujarat Ltd.

Gujarat Industrial Investment Corpn Ltd.
Gujarat Nylons Limited.

Gujarat Tyres Limited.

Cement Corpn. of Gujarat Ltd.

Gujarat Sheep and Wool Deyv. Corpn. Ltd,
Gujarat State Machine Tools Corpn. Ltd.

. Gujarat State Seedsg Corpn. Ltd.

Gujarat State Construction Corpn., Ltd.
HARYANA
II:Itz:lryana State Industrial Dev, Corporation

Haryana Breweries Limited,
Haryana Tanneries Limited.

Haryana Land: Recl i
Corpn. Ltd. eclamation

Haryana Mineral Limited.
Haryana State S i
Coryana St mall Industries and Export

HIMACHAL PRADESH

and Dey,

- H. P. Horticultural Produce Marketing and

Processing Corporation Limited.

The H. P,
Corpn. Led. State Small Industries & Export
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X - . APPENDIX  1.24(ii
Returns of Stale Covernments on in mengy InSl:l(::lyl:ucl'){;i"c’dEnterpﬂses In 1975-76 and 1976-77

Net prcflts aftertax &interest

States — <_____§‘-’_t£r<_‘ﬂts;,ﬂcr tax on state Loans
M. . T T T T e —— ———— —_—
S h-“”(;l"l Pﬂﬂi’ﬂ‘fﬂ_‘?ﬂf‘fj Total  Pinancial Prcmotional Others Tctal

- : ’ O S R R 9
Andhra Pradesh

Assam ! ::IZ =10 -285 ~243 112 19 —93 38
Bihar T .. 147 158 39 .. 193 232
Gujarat o 58 It 82 13 150 122 285
Yharyana 3{2 :}4 4 138 145 .. 86 231
Himachal Pradesh 14 a 35 97 53 —4 213 262
Jammu & Kashmir 16 - _22 —;Z }g —6 —2§ —%%
Koy b A 44 100 53 '3 158 216
!\} a;lhy:\ 'Prn(lcsh 24 ::é —3325 —38543 ’;44 2% '—%gg —ﬂg
Maharashir -

Manipur 193 —87 373 479 07 —21 436 22
Mephalaya 6 e = .. .. .. .. .
Nagaland . .) o jg :‘2;; 6 o _—_:3;(1) :%1
Orissa 15 13i 170 316 i 199 179 393
R .'Jq i 39 —10 —132 -103 39 —5 —63 —29
Laatthan 23 21 29 73 23 22 50 95
Sikkim . o 6 6 6 §
Tamil Nadu 91 —80 —98 —87 108 56 58 222
Tripura .. —7 .. —7 —7 - =T
Uttar Pradesh* 62 57 —1320 —201 65 115 247 —62
West Bengal ¢ 35 —10 —170 ~145 39 -5 246 280
TO'I_'é Lw ) 891 —50 ~—509 332 1017 496 1144 2657

Source : (i) Compiled from information relating to Subsidiary Points 52,53 and 66 received from State

__Goyernments.
(ii) Balance Sheets of the Enterprises.
(iii) Finance Accounts.

“Based on Partial Data
APPENDIX 1.24(iii)

te of Return on State Share Capital and Loans to State Public Enterprises in 1975.76 and 1976-77 (%)

1975-76 197¢-77
States Finan- Promo- Others Total Finan- Promo-  Others Total
cial tional cial tional
B T 3 4 5 6 7 8 9 10
" Andhra Pradesh 7-9 35 13-6 9-1 7.3 08 2.1 05
Assam 2-7 .. 29 2:6 3-4 . 12-1 7.7
Bihar 27-5 3.7 3-8 41 8-2 87 55 7.2
Gujarat 11-0 8:3 6-2 85 10-9 06 66 83
Haryana 10-4 1-9 70 7-3 11-8  —1-8 15-7 12:9
Himachal Pradesh 94 —44 —131  —40 77 —41 —72 _1.3
Jammu & Kashmir 12-7 . -—2-0 —0-6 12-8 . 3-9 15
Karnataka 33 —0-5 39 3.7 4.2 1.7 2:8 3.0
Kerala 80 8-4 —6-4 —4-2 7-9 —11-5 —60 -3.9
Madhya Pradesh 68 —12:5 67 4-4 72 —13-5 10-6 7.3
Maharashtra 11-8 —9-2 42 23 12-3 —12 12:0 87
. veeees NLAL L. Cearerenaieeaas
Manipur  reesesenss ferairaee eee No Al cai s s e e,
Megl?alaya 2:0 —3-3 —2:6 59 —4-2 —3-0
Nagaland 1-5 : —20°1 —58 : : —9-0 —4-6
68 25  —1.7 2:7 68 65 10-9 80
O”S_fah 48  —0'5 1-2 1-7 338  —08 —27 _g.7
”“,"Jéh 89  —21-4 4-8 2-8 4.6 12:3 3-8 4-8
'S“;J;‘r‘n an . .. 21 21 . .. 10-9 10-9
Ik Nad 17-4 —3.0 82 1-7 156 1-5 4.0 3.8
}‘a.’“” acdu . —162 .. —67 .. —175 e 17
ripura . -7 —3-7 7-9 4-9 —3-

-2 4-5 7-6 3 3-0 —0-6
Uttar Pradesh 7.9 3.1 .21 - 18 86 —1-3 2.7 2.8

West Bengal - .
: 5 (i) Compiled from information rel

Governments., .
(i) I;alancc Sheets of BEnterprises.

(iii) Finance Accounts-

—432 Deptt. of Eco. Aff./ND-78

ating to Subsidi;}y Points 52, 53 and 66 received from State
SOURCE
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APPENDIX 1.25(v)

Centre and States
Comparative Statement of Emoluments of Head Constuble In

Emoluments at Minimum of the scale

% Increase Differ.
~Col.7 over in

(In p

ug Wt

TICE 0f Co)
cach State ( B

1-1-1972 1-1-1977 Col. 4, - brom Fi"“' )
i IUC Sty
Centre/State; Basic ?g/ Emg}?xt::ents, I;f;c {:ﬁ ! Erzgltt?rlncnts Avcray,
etc. B —
1 3 4 5 6 ’ 8 W
All India Consumer
P e, T i
(1960-100) . 195 . o -
A. Centre* 100 104 204 260 130 B _
%llsg;?; averages 207 317 53-1
1. Andhra Pradesh 90 104 194 250 125 375 933 4 241 - 40
2. Assam 125 70 195 240 50-40 29040 4489 —42.3 _ 4.
3. Bihar 110 106 216 220 24 244 130 — 782 _ 40.
4. Gujarat 125 63 188 260 104:30  364-30 93-8 4 2:¢ + 4.
5. Haryana 150 122 272 150 274 424 559 — 35.3 + 2
6. Himachal Pradesh 150 147 297 150 293 443 492 — 4.0 _ 3.
7. Jammu & Kashmir 110 112 222 270 41-60 311: 60 404 — 508 _ 12+
8. Kamataka 90 85 175 340 340 %3 4 31 g
9. Kerala 100 9 19 20 128 368 818 — iy o,
10. Madhya Pradesh 75 81 156 139 96 235 06— 406 _ 5
11. Maharashtra s’ 218 U 2160 3660 g, o _
12, Manipur 125 70 195 240 20 260 333 57-9 19:4
13. Meghalaya 125 70 195 240 T 312 00 3., ‘o
14. Nagaland 140 R L I Y7 S 255 T —ggs
15. Orissa % O LT SN 317 677 — 2.5 ,
16. Punjab B g m 423 555 35 o
17. Rajasthan 9 81 171 280 - o T4 2y
18. Sikkim _ 0 5 o =215 4 10
19. Temil Nadu 20 15 25 20 10460 346 39
20. Tripura 110 98 208 - a0 520 - Sl 3.
21, Uttar Pradesp 98 66 164 20 5 e a7 695 _ 354
22, West g 210 210 20 g . :‘:4 =168 4 .4
T 4 _ 4.
as og*l'lzllliig_’r;fcgsre tgﬂ st‘i;é: oibsxlxu)te level of indmce:bé;\m;' Ce B \4 — 49‘?>§ ”‘?
February, 1975, “+A. sanctioned at the 1 monthl'y averége irx;ldrea:]( g%“i%mf&} employeey emoluments
*Refers 0 emolumenyg in Unjon Territories, Which
D.AIR .

Was reached jp
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Al dIX 25(viii)
Comparafive y(at :

of s of
cmoluments of  Revenue Inspector in Centre and States

- —— ) (Tn  upecs)

oluments at Minimum of the scale
Centre/Sta 1-1-1972

% Difference of Col. (8)
increase  in each State (+/—)

: L 1-1-19177 (Col. 7
O VI I
B 2 ’ 4 3 6 7 8 9 10
In 1 Consumer -
>rice index No. for
ndustrial workers
1960==100) .. 195 L 30ges - 569
Centre@ 110 131 241 200 144-40  434-40 80-3
States
All Statcs averages .. .. 232 348 50-0
1. Andhra Pradesh 90 104 194 250 125 375 93-3 4+ 130 + 3-43
2. Assam Does not exist - 255 53-60  308-60
3. Bihar 160 120 280 296 24 320 14-3 —66:0 — 35-7
4. Gujarat 130 63 193 260 104-30 36430 88-8 + 85 -+ 388
5. Haryana Not available Does not exist
6. Himachal Pradesh 140 123 263 160 293 453 722 — 81 4 222
7. Jammu& Kashmir 150 136 286 280 42-40 322-40 127 — 676 — 37-3
8. Karnataka 90 85 175 300 .. 300 M4 — 89 4 214
9. Kerala 130 111 241 275 147 422 751 — 52 4 251
0. Madhya Pradesh 100 81 181 195 136-40 331-40 831 4+ 2:8 4 33-1
1. Maharashtra 115 113 228 115 221-60 336-60 47:6 — 327 . 2.4
2. Manipur ) Does not exist .. 335 20 355 . - .
3. Meghalaya | Post does not exist
4. Nagaland 155 50 205 255 15 270 M7 — 486 — 183
IS. Orissa 90 99 189 255 62 317 677 — 126 4 17-7
16. Punjab 140 98 238 140 240-40 38040 59-8 —20:5 4+ 9.3
I7. Rajasthan 130 113 243 385 . 385 584 —21-9 4+ 8.4
18. Sikkim .. .. .. 310 40 350 .o e .
19. Tamil Nady 210 15 225 210 104-60  315-60 398 —40-5 — 10.2
20. Tripura 175 122 297 325 42 367 236 — 567 — 264
1. Uttar Pradesh 120 86 206 .. DPost does not exist .. .. ..
22. West Bengal 300 . 300 .. DPost does not cxist .. .. v

- - B ————

——

** This refers to the absolule lgvcl o

fr index in December, 1976. Central Government employees emoluments as on
111977 are based on A.D.A. sanctioncd at the 12 monthly a
Feb‘v 1975-

ape index  level of 304 which was reached on 1st

@Refers to emoluments in Union Territories.
D.A./LR.==Dearness Allowance/Interim Relief.
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APPENDIX [.25(ix)

-=Dearness 4

§ in Unjop Tern(ones

Howanccllnlenm Relief

of 304

i in Ce : and Stage,
R ildar/Dy. Tehsildar in
Comparative statement of emoluments of Naib Tehsi
(In RUDeQ)
—— % Difference
Emoluments at minimum of the scale incr;:;s;: in each Sty (I «
Col. [N
1-1-1972 1-1-1977 over Co. 4" From
. : - * Total tre Ay
ContreStates Basic D.A.f Total Basic ]I)l%/ emoluments Avsrate
LR.  Emoluments Pay e ge
—
- 2 3 4 56 7 5 o
1 *‘_\\
All India Consumer
Price Index No. for
Industria} workers 306* 56:9
(1960=100) 195 £2.20 : %09
A. Centre@ 150 155 305 425-00 B 157720 5
B. Staics 511 46- 4
All States averages . 349
1. Andhra Pradesh 250 152 402 430 159-10 589-10 46-5 __ 44.4 + 01
2. Assam Does not exist Post does not exist
3. Bihar -do- -do-
4. Gujarat 200 74 274 425 126 551 101-1 4 10 + 549
5. Haryana 250 146 396 250 317 567 432 47-7  __ 39
6. Himachal Pradesh 225 176 401 225 330 555 384 — 5.5 _ 80
7. Jammu & Kashmir 150 136 286 340 45 385 346 — 563 __ 11
8. Karanataka 225 146 n 600 . 600 617 — 29.5 + 183
9. Kerala 220 163 383 405 106 511 33.4 575 __ 13
10. Madhya Pradesh 170 137 307 280 162 442 4.0 _ 469 _ 24
11. Maharashtra 220 161 381 220 296-90 516-80 356 553 0.
12. Manipur Post does not exist
13. Meghalaya —do—.
\y
14.Nagaland —do
15. Orissa
—do—
16 Punjab 225 146 I 25 399 534 43.9 7. 25
17. Rajasthan 180 1 —47.0 —
37 317 500 500
18..Sikkim .. o ST — 332 453
o T Post does not exist
19, Tami] Nadu
350 30 380 350 120 470
20. Tripura 237 __ 672 — 01
Does not €exist Does not ex;
21. Uttar Pradegh 6 exist
@ m 263 300 g6
426 . — 98, 156
22, . West Bengaj Does not exist 62:0 289 4
"‘——‘—-\~~\\ o Does not exigy
*This ref, T ““~\~\\
as on 1. 1|19r7L cr:,[f {)hc dbsoknre lievel of index g " Decemper ;\‘\ ee—
2 gl
Feb., 1975 Sanctioned gy t! ¢ 12 monthly a"efagecl née:]( le(jt;vernment employees emolumen's
@RCfCrS to Cmoluanl €

hich ~ was reached
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APPENDIX 1.28 (i)

) ) ssessment
Overall  Summary Table of Stale forecast and rea

STATE @ BTHAR ///,,,__ T e rors)
L e— State Reassessed  Varjg
Stale forecast estimates (ga\t‘%hs
! ///_————*~M'
T T B
1. REVENUE RECEIPTS
1120-97 1348:23  (4)
1. Tax Revenucs 7%
2. Non-tax Revenues—
A. Interest Receipts— 59
@) State Electricity Board .. 00 (4) 59-00
(b) Road Transport Corporation . 2-1 ) 27
() Trrigation .. .. .
(d) Others 10-15 46:82  (+) 36.6
B. Tnterest receipts on fresh loans 3-19 ) 3
C. Other mon-tax revenues 332-80 462:04  (4$)129.94
3. Non-Plan Grants from Centre .
4. Transfer from Funds .
5. Additonal Resource Mobilisation 67-33  (+) 67-.35
Total of Revenue Receipts (1) 1467-11 1986-13  (4)51 ™
{I. NON-PLAN EXPENDITURE ON REVENUE ACCOUNT
1. Non-Developmental Expenditure—
A. Debt Services—
(i) Tnterest payments on loans outstanding at the end of 1978-79—
(2) Market loans 34-33
(b; g*}rztral(Golvt‘:1 - 258-36 23842 3399 (+) 006
(c) Others (including interest on accumulations duri ) (+) 4
) cast period in Provident Fund, other ‘den;osi‘tlsr,‘ “egtc'f)he fore- 68- "
(if) Interest payments on fresh loans. 32 3852 (=) 10:00
(iii; Appropsiation for reduction or avoidance of Debt : 153-64 = (153-¢4
(a) for existing loans )
(b) for fresh loans 93-13 (=) 93-13
B. Other Non-developmental expenditure (excluding Public Works) 67 N .. .
1-03
Tutal of Non-Developmental Expenditure O 507-94 (—)163-09
1279-0
2. Developmental Expenditure— ! 883-24 (939577
(i) Education .
((u) Med\calA 788-36 654-16 (—)134-20
1'11) epairs and maintenance of buildings (includin housi 135-83 12256 (=) 13-
(iv) Repairs and maintenance of road . 8 housing) 125-98 z
bodics) s and bridges (Including local 5409 (=) 7189
(v) Other Developmental Expenditure. 181-82 109-01 () 7281
Total of D . 1177- =
evelopmental Expenditure (¥)) 17175 57478 (—)602:97
3. Committed Expendit 2409-74
1978-79 ure on Plan schemes completed by the end of 1514-60 (89514
4. Transfer to Funds 540-9¢ 5
5. Fresh Expenditure 7685 (—)264-08
6. Upgradation of Emoluments 789 6.0
Yotal Non-Plan expenditure on reye , 6
NON-PLAN REVENUE  GAPp (-1 Cnue account (1) —— 368-97  (4)368:9
- - _ ) ' . 019-25 3043-66  (—)1975°
L O 14 L

T (—)1057-53  (--)2494- 6
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APPENDIX 1.28 (iv)

Overall Summary Table of State forecast and reassessment

(Rs. crores)

: GUJARAT
Ttem State Reassessed Variations
forecast estimates —
| —
o @ ® @
INUE RECEIPTS
¢ Revenues 1976-38 2262-51  (+)286.13
n-tax Revenues—
Interest Receipts—
1) State Electricity Board 9-34 (—)25-70  (—) 35-04
5) Road Transport Corporation .. .. .
) Irrigation 182- 50 . (—)182-50
i) Others 37-07 44-41 () 7-34
Interest receipts on fresh loans 6-98 . (—) 698
Other non-tax revenues 418+ 20 418-55 (+) 0-35
»m-Plan Grants from Centre 2-50 (—) 2-50
ansfer from Funds 5-69 . —) 5-69
Idl. Resource Mobilisation 89-47  (+) 89-47
Total of Revenue Receipts (1) 2638- 66 2789:24 (+)150-58
N-PLAN EXPENDITURE ON REVENUE ACCOUNT
Non Developmental Expendituae
Debt Services—
) Interest payments on loans outstanding at the end of 1978-79—
(a) Market loans 48-32 46-57 (—) 1-75
(b) Central Government 117-96 128-41 (+) 10-45
(©) Others (including interest on accumulations during the forecast
period in Provident Fund, other deposits, etc.) 56-69 51-44  (—) 5-25
82-00 (—) 82:00

, Interest payments on fresh loans.
) Appropriation for reduction or avoidance of Debt —

(a) for existing loans
(b) for fresh loans ‘ B
511-16

450-64  (—) 60-52

Other non-developmental expenditure (exclu-ing Public Works)

67706 (—)139-07

730-24  (—) 4409
140-73 () 3-17
30-34  (—) 4410

87-93 (=) 653
552:59  (—)176-82

1541.83 (—)274-71

284-68  (—)150-28
50-49  (—)141-88
.. (—)125-97
71-06  (—) 24-02

262512 (—)855-93

Total of Non-Developmental Expenditure (e} 81613
Developmental Expenditure— s
(i) Education K
(ii) Medical ] ' ] .
Giif) Repairs and maintenance of buildings (including housing) 74-44
(iv) Repairs and maintenance of roads and bridges (including local 0446

bodies). ) o
(v) Other Developmental Expenditure

Total of Developmental Expenditure (2) 1816-54
Committed Expenditure on Plan schemes completed by the end of 434-96

1978-79 log 37

Transfer to Funds sor
Fresh Expenditure 508
Upgradation of emoluments -

Total—Non-Plan expenditure on revenuc acgount (»“)4“ - ,3.4.81:??__“__
' (—)842-39

ON-PLAN REVENU

E GAP (I—I)

I Nt
(+)164-12  (4)1006- 51
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APPENDIX 1.28 {viii)

Overall Summar
Y Table of St
ate forecast 5
a5t and re

ASSessmen(

 ¢ARNATAKA
i
/ \\

(Rs. crores)

ftem Stat
ate Reassessed  Variati
e et estimates (g
- 1) —_—
e T 2) 3) )
o IPTS o
lE\.E'\l £ RECE
fax Revenues .
' orfax Rev.nues— 1520-83 205809 (+)537-26
..\ Interest Receipts—
@ () State Electricity Board 2.
(i) Mysore Power Corporation 715 47 } 36:05 () 70-44
(b) Road Transport Corporation 5%‘: 1
(@) Trrigation (Commercial) 27620 7-06 ((—_-))265: ;f
(@) Others . 45-60 60-01 (4 14-41
B, Interest receipts on fresh loans 64- 41 () 64-41
C. Other non-fax Ievenues 628+ 33 708:74  (+) 80-41
_Non-Plan Grants from Centre 438 (—) 438
. Transfer from Funds 17-85 (—) 17-85
Total of Revenue Receipts (I) 266973 2873-13  (+)203-46
Additional Resource Mobilisation .. +84:95  (+) 84-95
Total of Revenue Receipts after adjustments 2669-73 2958-08  (+)288-35
NON-PLAN EXPENDITURE ON REVENUE ACCOUNT
. Non-Developmental Expenditure—
A. Debt Services—
(i) Interest payments on loans outstanding at the end of 1978-79—
@ Market Loass S 1m0 07
(b) Central Government . , (+)
; PR i i he forecas
¢) Others (including interst on accumulations during t . 4564 (=) 17-2
( period in Provident Fund, other deposits, etc.) 6287 ) 17:23
" 104- 80 16-10  (—) 88-70
(ii) Interest payments on fresh loans
(iiiy Appropriation for reduction or avoidance of Debt— 98- 56 (—) 98- 66
(a) for existing loans 2615 o () 26015
(b) for fresh loans 817-76 600-14 (—)217-62
. ; i k
B. Other Non-developmental expenditure {excluding Public Works)
. 309.97 862.05  (—)s.T7.72
T,tal »f Nn-Devel ,pmeﬂta]EXpe“d”“re(U
2 Developmental Expenditure— 869- 30 688-84  (—)180-46
(i) Education 218-60 189-80  (~—) 28-80
(i) Medical ) . housing) 81-83 24-44  (—) 57-39
o) Repairs and maintenance of buildings (mc!gdgg(including focal 162:13 16158 (=) 055
W R:g_airs #nd maintenance of rods and e 1203- 81 718-68  (—)485-13
ics)
6) Gther Developmental Expenditure 2535+ 67 1783:34  (—)752-33
Total of 1yevelopmental Exp. nditure )]
f .5
3, . ted by the end  © 321+59 238-08  (—) 83-51
C?g;%“%td Expenditure on Plan schemes complete R o
T 52.29 ee (=) 5229
Tfﬂnsfer 10 Funds 6 7316 (—) 98:40
" Fresh Expenditure 1716 S < e
), o $c,
PRtadation f emoluments a 4412+ 28 2956-93 -})]l::: 7305
. gecount . {135 t Kh
‘\TﬂalmNon{’l_an expenditure on revente accoun (—’21711255_ o ( L ) t

NONo e o )
ONPLAN EvENUE GAT SURLS.




































o s APPENDIX 1.28(xx)
wry e of State recast 1d reassessment

;: TRIP URA
Item (Rs. crores)
State sassessed  Variz oS
e 1 forecast <stimates (3—<)
— 2 3 4
JENUE RECEIPTS
nx Revenues
ax 12-47 13-91 + 1-44
Jon-tax Revenues—
A. Interest Receipts —
(a) State Electricity Board
(b) Road Transport Corporation
Commercial o et c
(3 Of:hm 16-24 1-25 (—) 14-99
{ . 3:32 0-47 (—)2-85
B. Interest receipts on fresh loans 0-29 L (—) 029
C. Other non-tax revenues 16-41 27.61 +11-20
Jon-plan Grants from Centre
[ransfer from Funds .- .. ..
Total of Revenue Receipts (I) 48-73 43-24 — 549
Addl. Resource Mobilisation . 1-15 (+) 1-15
, 4439 (—) 434
DN-PLAN EXPENDITURE ON REVENUE ACCOUNT
Non-Developmental Expenditure—
A. Debt Services—

(i) Interest payments on loans outstanding at the end of 1978-79—

{a) Market loans 372 2:51 - 121
(b) Central Government 11-04 3-02 (—) 8-02
{c) Others (including interest on accumulations during the forecast

period in Provident Fund, other deposits, etc.) 6-55 655 ..

(if) Tnterest payments on fresh loans. 465 0-40 (—) 425
(iti) Appropriation for reduction or avoidance of Debt—

(a) for existing loans . . .
(b) for fresh loans _ 0-45 s (=) 045
B. Other Non-developmental expenditure (excluding Public Works) 71'3_8__ 458 (—) 26:70
Total of Non-Developmental Expenditure (1) _ 97-69 5706 (4063
Developmenta] Expenditure— ‘

(i) Education ? 6271 60-81 (=) 1-50
(i) Medical 11-44 14-35 +) 2-91
(ii) Repairs and maintenance of building - (including housing) I 17-96 512 () 12-84
(iv) g:&zisr)s and maintenance of roads and bridges (including loca 14-23 137 (=) 0-47

84-16 44-10 —)40-0

(") Other Developmental Expenditure. (—)40-06

190- 50 138-14 )52,
Total of Developmental Expenditure (2) (=) 3_6
Comm]i;g?'/%x[)end"ure on Plan schemes completed by the end of 31-08 2467 (—) 6-41
Transfer tO Funds '3 e as
Fresh Expenditure 1 34-04@ 2075 (1329
U .
Peradation of emoluments J 35391 540-62 PRYY ;
L] . — L- D
- Total Non-Plan expenditure on revenue account )
(—) 304-58 (—) 196:23 -+ 10835

Non N
~ANREVENGE AP GT)

@Sm"'fm'ecast includes D. A. re < sion after 1-1-1977.
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’ 3
S ar 4
. 140 -66 1972.73 o

4
TObaCCO
Cloth 226-37 36-60
72.97 6248 3-84:1
3654 36211
135-62 3241
Sugafl :
Tobacco % ﬁ -60 2373-74
9:6] 5 24752
4147 2 led
488 -85 {73 :
- .
s ’5 2-81:1
Jg
Tobacco 153.67 41974'75
cloth 29522 929 20 36411
10476 ¥ 29711
5376 2-25:1
365
187-89 2495:1
Sugar 1975-
Tobacco 194.84 it
Cloth 34350 113-26 4-16:1
8533 63-31 3.03:1
1-35:1
623-67 22343 2-79:1
Sugar 1976-77
Tobacco 19273 48-47 3.98:
Cloth 38847 12635 3071
92 .54 82-31 1.12'1
§
67374 25713 2-62:]
1977-18 (RE)
Tobecco roady e 2931
Cloth 98 :95 99.-43 0 ;gjl
693 -02 292476 2-:37:1
1978-79(8
Sugar 15491 65 .(07E) .38:
2-38:)
Tobacco 48836 148-07 3-30:]
Cloth 110-95 11256 0-99 |
75422 325-70 2:32:1
September, 1978 from Shri G. Sankaran, Com-
Fiuance

(Received vide D.O. F.
missioner (Tax Research),
Conumission).

No. 333/7/71-TRU dated 12th
Department of Revenue,

Ministry of Finance to Member Secretary,

APPENDIX 1114

0. letter No. 60(34)/75-Eco., daied the 18th Septan-
%, 1978 [rom Shri Ram N. Lal Director (FR), Yojana
1avan, New Delhi to Shri R. K. Dar, Joint Secretary,
aﬁce Commission, Vigyan Bhawail Annexe, New

Kidly refer to your D.O. letter No. 7/EC/1(1)-
)1/7 of August, 8, 1978 regarding the reasons'lo€
msﬁ?nlvzm“g the meeting of the Review Cﬁmag[tle‘o
ted [ i eview the work-
ued in 1971 [or keeping under lcythe e

8 of the arrangements in respect Of
S(cl;;e duties, Thi Ministry of Finance h.“d 1~eque_iltec
)dl.sl975 for convening a meeting of th18 Cofélft’?:)ngl
xcisecsss the proposal for withdrawal of ad,“an
Morg Wty in liey of sales tax om ait silk fab“tc‘sb ics
s dration of the right to levy sales tax O such fa ro'
I3 & Sla’(e Governments. We felt that t_he ,m‘,:m'(llngur_
wse "MNitee could not be called for this ll“?il‘f | Pan
Phorgy, Y. The meeting would have Pf‘?"‘h“‘ ;
i of trll;ty to discuss the wider question © the
leeggg, o Seheme itself. Tt was, therefore, €0
)"°lki;1 Y 1o prepare a position papel reviewlne
“*eting of the cnlire scheme belore convening
of the Reyiew Committee.

ation of the position paper took
time, it was suggested to the Minisay of Finance that
ihey might themselves take a view 1t regard to the
revision of additional excise duties insofar as the budget
proposals for 1976-77 were concerned and the question
of convening the meeting of the Review Committee

could be considered thereafter.

3. Subsequently, the Government set up the Indirect
Taxation Enquiry Commuttee. The terms of reference
of this Committee covered review of the existing strucs
ture of indirect taxes of the Centre, States and Local
bodies in all its respects. 1t appears that some of the
Sta.e Governments had already posed, in their memo-
randa submitted to this Copmittee, the question of
working of the scheme of additional excisc duties. 1n
the circumstances, convening of the meeting of the
Review d duplication of

Committee might have iavoive .
rk an ng recommendations by
m?o different podics. Hence it was decided not

d making of overlappi oy
convene the meeting of the Review Committee.

2, As the prepar



Totel Trausier of Revour

it Vive
R B9
29
1953-54
1954-5%
1955-56
TOTAL
second Five-Year Plan
1956-57
1957-54%
1954-59
1959-60
1960-61

© Plan

TOTAL

Third Pive-Year Plan
1961-62
1962-63
1963-64
1964-65
1965-66

. TOTAL

Three Annual Plans
1966-67
1967-68
1968-69

TOTAL

Fourth Five-Year Plan
196970
1970-71
1971-72
1972-73
1973-74

TOTAL

Fifth Five-Year Plan
1974-75
1975-76
1976-77
1977-18(RE)
1978-79(BE)
TOTAL

*Does not 1
cther ‘prants’,

.4
VAW
tor bl s 42 o =19
-
in Grants L
_‘ o e " _‘-«‘~\
T, 3 ________i__.__“ 57
e T TT—
-
7
53 2 12 !
T 155 L
7 46 ot m
7 L
74 105 238 417
o 288 Lt 4y
i es S —
79+ &4 20 n
116* 119 284 S19
151% 153 24 8
- 157* 195 25 47
165* 238 339 14
668 789 1411 |63
—
179 217 452 343
"4 223 523 570
259 21 624 1114
258 285 680 jbox)
276 348 821 1445
1196 1304 3100 S0
‘*\
173 419 916 1708
417 471 869 1157
492 499 891 188
1282 1389 2676 534
62 531 1029 pits]
755 544 1002 2301
944 854 1191 298
1067 944 1926 1)
1174 958 1560 3692
4562 1831 6708 15101
1224 1020 1076 3130
1599 1219 1274 4092
1690 1549 1460 46%0
1799 1948 1972 5719
2025 2399 3028@ 2452
8337 8135 8810 25282

(1) Y.oans to cover £ap in resources
(i1} Loans as advance plan assistance

TOTAL

ake into account State’s share in tax on railway passenger fares; these transfers are shown
@lncludes following loans not taken into account in the Budget estimates for 1978.79

(Rs. crores)
427
143

570
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ices
vel of Sel'V
] of Le . drﬁWll to (¢

: ir . cal with iy cne L
amP" e of the SUIVEY was urban o 1 bog ‘Xn Some selected t::wﬁse there were non-responsé
a C - . “al bodies COMprehenc: -
0 ; \ - dies iy " re s At .
hc»si the Fxci{))lcl::ln l;)(:(liccism(l‘ill](l:ml. Boarg, Fowng Senl 1o I‘cripcfzztlli]vsévsl,qu%““n""”c was drawn up and
L:S nun'urdbd(';]osc without any mll)l;l]lilt'ill\’u{_ul/vnllngc ﬁ‘jllilg il filled Sinbc(‘:ll{v‘h:()wn Planning departments for
o oan ¢ “IPality  haye S LYPCs of sers 1€ questionnaire referred to vari-
¥ ded from the universe. Ay he p; 12V and draingpe. 1% Viz; (a) water supply. (b
e sludy period ic. 197.. ist  of 'l«unagc, (€) road eupply. ( )sewqragc
7445'”50 r ':;hlciqling {mf been dore | (7)151]78 was  pot f?s transport ot whicl'sx’ v(/gl)e "tlc‘hbcal’ (¢) elcctricity,
e, pasi e status of urban local : -CNsus 1971, o IPCCllyc technical aspects, it 0 be assessed in their
i ,,aldnling (’"g:, ‘Lc‘-“n corporations As Ezhcz bas been :y Sultable agency which"n‘wew ?ﬁec?cgil:gecli t)}:;«t-. tt:h .
7 with TSR body. status ards popula- up the re] : ' planning
¢ ] sal body status . . cvant dat ate
7“Jgslalus and ‘]h[n\:/]as tal:,cn :su?h(mbl?cr, than corpora- I:k—partmem-s‘ hese Qchriliom;iEJ S vare tf’l‘l’vn D e
»'”)'(cnsus 19 ¢ base. regular trajned staff on the ﬁeldeS ere flled by their
) . . )
N . tratification have b Limitag
" Jevels of stratific e been adopted ¢ imitations :
Three spresentation of universe 0
oper TeP IS¢ n the samp) A
.‘—‘MCMEL pe amp]e. loca; tg‘: dﬁi]db:’cgrr:](cprogressed, changes in the status of
o . L . 09 apparent. Populati jecti
) suate and Union Territories ;1;?: tmdlcalcd changes in the popuIZtion osrtnat;:lrso,]gfc g\]‘f
‘) Type of local body. pmbl;Tvrm. from one category to another. This created
o b Corporation the on I presentation of data and analysis. In case
(i) Corporati taine(c)inp{;;nal 1971 status and population size is main-
(i) Muncipality relation hs’- alblaIVSls will not show the nature of exact
- Other urban local bodies facilit; Ship between population threshold and Jevel of
(iif) pr les and Consequent estimation of gaps in the level
lation size loc Slergnce_S. Therefore, the latest position of sample
) Populatic it 2l bodies have been taken for analytical purposes,
i) 20 lakhs and above _fl’Ugh by this, the statistical design and randomness
O lkhs — 20 lakhs :Vll be affected. It may be presumed that the cities/
(ii) § lakhs OWNs responded are representative samples of the
(i) 1 lakh — 5 lakhs universe of the particular stratum. The response also

iv) 50,000 — 1 lakh has not been uniform for al| the services.

(v) 20,000 — 50,000 Methodology adopted in Study of Services :

i) 10,000 —20,000 The study is meant to find out the prevalent levels
(vi) 1 and establish wherever possible standards of civic ser-

(vii) Below 10,000. vices in lihe urban sector. It is also attempted t(;

L P , . express the existing levels i i s O
Il the local bodies in ihe popuiation categories (i) exger:nditure (ekiluginlgvzgspigl) Segelrcesdal;rl p:r:rmurban
iii) and 20% in the size (iv) and 10% each in the dweller. The abalysis has been carried out for each
categories (v) to (vi) on random basis from each group of urban centres of different population sizes in
inal siratum have been sclected. Of the 1980 towns each states as well as for the country as a whole. The
:h bad urban local bodies, 411 samples have been final picture of sample and response on the all India
. drawn. Some reserve samples have also been level is as follows :

Sample and Response

Over 5—20 1—5 50000 — 20000~ 10000 — Below
Toal 20 lakhs lakhs 1 lakh 30000 20000 10000

lakhs
L 2 3 4 5 6 7 8 9
Universe 1980 4 19 137 203 512 613 492
Sample 411 4 19 137 52 71 72 56
Response 344 2 15 118 46 60 64 39
% age (83+7) (50)  (78:9)  (86:1)  (88:5)  (84-5)  (88-9) (€9+6)

i isti i these broad groupwise as well as state re-
1 ting services, except out, To get v t
Lhewg:l;ngf outtlhe l%:,vells ?tf i:x:fotnioshsible to strike presentative figures, tﬁe grop%v;asewrﬁianrses%fe cl:ert gapt.lliz
abila available leve of expendi- figures are individually weig
i i oy Alable level. mive at th i lation of the group and totalled for the

¢t is found possible to arrive at the per capita abfg;%gagoggguand o e remvedentative per Capita
“Mire for all the services studied. fiure for the broad group is worked out. To get the
¥ 5 figure for the urban centres as a whole, the said
ater Supply ; - Z;agfdsf is carried out with respect to all the gxl"qups of
%r canit, . H ‘esponsive ; i d in working out
< cf'.p““ consumption of water lflk?u t?ﬁel prlz)jected urban centres. This Te:&%d'llse?:;l;dgmt pwise asgwell
Pulaltizll]llrf(i:h has fbcc;'lwa 5”;\:(1 [ﬁt g:sdnil[;]gg at the average thef al-lllrzlcii;a al;e;;,r evsvel:lno ﬁ: ‘
al ures -76. at tl . ; r In .

“apity SEPPI; t(‘)(fr cach population size in a gIver 18 1o :
&, . . o . are taken, for, 1 Other Services

¢ Mean value of cach group are (atehs & & . X . o

’;ilﬁot the cases, co-eflicicnt of varl_atloll} L:fes than Per capita avallabllhtydolt ‘l)tt}l:el;'"(cifir(‘il;gesrozs\l:l‘; et?s

Cant| in ., * per capita f1g . ucational and hea b , "

y low in'the case of per cap variable, sewerage, cd fRcult to work cut.

€ total water supply data. [hus the

P 3 as £ und di
oely, per capita supply is apparently more stable for was 10

Per capita expenditure of services:

®Plion . .
an the other variables. L
@ ‘ban ceplies : aoilar method as adopted in arciving at the
ton Altempt is also made to regroup the ur ba[llltbrl,;l(lxl-g Exactly ‘Sflllvllll‘l)l )I';l“hhu; dbcz-n ;\dloptu‘. Tl
mt;vci ll?rge categorics namely : (i) Ccmll}‘::hl \:: xlhun a levels Wel:::“:“lvi average per capita expenditure  of
akh population and (1) those Wi e s a the represenutiye
holepopulati,lf_ di:?nl; l‘liy, 1(03 the given §f,‘“‘§~o‘fk= d urban civic services.

* Weighled representative figure is @
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£.7¢), Clasdfied According to Size

227

———————— (Figures in lakhs)
®
v -L{'\;"_'Y Ad‘;\la‘— _i‘:d‘:‘-f;“'—q;;{m":'— Com.. Misc. Repay of Tota] Cﬁgxi!‘eﬂnl- Eglgncxlx. No- Size
' tion  fnstitution oans  Ordinary diture di ure
— Expen.

e v 13 19 20 21 22 23 24 25 26 2 1
SOTTE 2P N 214 34032 29,29 2081.01 691.47 14832.56 2401.89 7234.45 4 1
SOIer LA 8585 4022 1899 0.57 4000.18 93097 11202.93 1419.63 §12622.56 16 u
300 42.33 268,70 1017.16  564.58 24,74 12.05 (893.29 487.80 14225.32 4615.49 18840.81 148 1l
ER PN U R SR LA RE 43.89 31.70 20.40  695.39  260.33 6310.43 1906.92 8217.35 220 v
O 23.45 60.31  204.40 $.68 9.83 2.20  856.64 309.56 6131.22 2231.20 5362.42 596 v
3 NS0 s 90029 2.80 6.15 2.30  313.11  86.93 2157.07 510.23 2667.30 637 Vi
PooAT sl 4299 007 t71 057 521 20,55 712.48 123,31 835.79 408 vil
MR S R . 0.57  0.05 11403 1029 53145 106,08 637,59 294 VI

(NG~

$4 157.74  §83.67 4057.08 1132.35  128.31 67,43 10068.86 2997.90 56103.46 1314.75 69418.21 2393 DING UTS.)
. . . . . . . . . . . . .. AP1
97 . .. 536126 . . . 78.37 . 1345.02 . 1345.02 1 11
1S 8,64 11.65 50,69 12,00 2.15 .. 38.03 .. 831.87  302.30 1134,17 12 111
9.03  1.46 2,79 2955 8.17 0.15 .. 13.38 7.80 471.41 37412 845.53 20 v
CL I TRY 3,3 14,63 fo14 0,74 - 16.27 1.82  402.32  222.T  626.02 45 v
.o .06 1.4 0.10 . . 1.95 0:33 16.84 0.89 17.73 5 vl
. . . .. . . .o . . . o . .e vil
. . . . .. . . . . s .- . . ylil
2 1—;1_4 17.36 643 37 24.41 3,04 . 148,00 9,95 3068,46 900,01 3968,.47 .83 TOTAL
- . . . . . .- . . . . ASSAM 1
320010 0,64 8,98 5.90 . . 355 3,74 6995 8.58  78.53 1 111
06 o1 0.36 3,53 . . .- 8,12 1,20 37.86 5.50  43.36 4 ly
10 0.02 1.10 5.07 . 3,25 o 19T . 15T 58,65 11,72 76.34 12 v
02 006 0,37 3,26 e 1.17 - 11,20 0,90 - 39,67 9.54 49.2) 21 vl
.07 . 0.03 1.2 0,05 . 2,17 0,60 1,7n 3.55 15.26 17 vt
. B 0.38 .. .. 0,00 O . 2,29 0,81 3.10 4yl

57 029 550 22,34 5.90 4,47 0,01 37,12 8,01 zio,_l-s 45.70  265.83 59 TOTAL
.. . .- . - . . . v . . . BIHARIL
1,60 . 0.89 52.14 - . . . 67.97 286.18 33.33  319.51 L I
55 0.64 0.14  18.70 0.25 . . 13.34 5.69 177.53  43.09 220.¢2 12 0
<5 0.22 9.13 .42 . . 17.37 18.14 115.68  16.87 132.¢; 11 1y
B o 033 11.86 0.19 . .. 39.13 5.10 166,75 38.55 205.3¢0 53 v
6 o 0.'06 7.09 1.46 . . 7.80 9.70  64.05  46:92 110,97 34 v
40 0.19 2.87 . . 2.16 . 12.04 7.92 19.96 13 Vit
65  a.02 \ 2.10 . . 8.30 0.10  20.79 1135 32,44 5 VI
70 155 1.83 103.79  4.32 . 8840 U165 84302 1vn.%6 yoglegg 129 ToTAL







5 (ii),anf d.

(Rs. in

khs)

T
pTURE . TT  3ds Transport Ree — m——— Capital  Total No Size
A/c’n-’iﬂ y Port R fon Toomution ~ '©  Repay. “Total  Bxpen-  Eapen.
u(ioﬂ ution of Lans Ordinary diture diture
Expen.
9
" 16 17 18 1 20 21 22 23 24 25 26 2 1
GUJARAT
w62 1460 7142 . . 0,20 0.20 3306.02 650.27 5718.06 721.15 6439.2) 30
gy . . . 4.75 . v 118.37  47.28  712.36  179.04 891.40 7 IIp
.65 . 0.73 0.40 0.23 0.11 0.11  131.39  17.71 476,53 200.86 677.39 14 1V
03 0.29 0.26 0.51 - . .« 113.64 28,97 541.06 135.64 676.70 31 V
3.52 .. . ve . o . 6.46 1.94  49.94  10.87  60.81 2 Vin
7037 14.89  72.11 0.91 4.98 0.31 0.31 3675.88. 746.17 7497.36 1247.56 8746.51 57 TOTAL
e .s .e . o N .o . e . . .« HARYANA
6.3¢ 0.81 6.63 3.55 . . 2.41 o 2.62  159.11  94.40 253.61 2 "
036 7.57  26.36 7.61 .. . . 0.36 5.93  351.79  51.06 402,85 9 v
0% 1.15 19.14  11.64 . . . 1.80 1.79 250.51 597.46 847.97 16 v
0.29 0.28 0.51 0.83 . ; . 1.12 4.23  64.61  14.35  78.96 15 VI
0.02  0.34 0.24 2.47 . - 1.12 0.15  43.23  16.17  59.40 20 VU
L24 ) . . . .. 9.81 0.74  10.55 17 VI
o 0 i85 274 2.41 4.40  14.72 879.06 774.18 1653.24 79 TOTAL
] . ; . - --H.P. 1
e . P .- .- . . 1I
s - e .o L4 .
. . . . - .- . . m
. . ;; , 3.9. , 7-; ) . 1.04 1.04 58.01 1.38 59.39 1 v
. 0' 03 033 0'73 .. .. 0.50 e S 092 636 1 v
0 oz o' 37 1-01 u 1 14,56 . 52,71 6.46 5917 7 vl
olos 0'2' ;' v B . 6.07 0.26 32.60  3.10 3570 18 VI
.28 .17 1 . 174 . 2.94  0.52 3.76 7 vio
0.08 0 9' .6 5.51 .01 .. 2391 130 15170 (2-68 16438 34 ToOTAL
. 91 4.8 . .
. . - J. & K.
- ) . e l
. e as L84 . .o . iI
. . . .. ) 32.56 .. 13508 12.91 147.99 2 py
o 0, . .05 '
08 3.63 11 N .. . . . T
.. . . . .. 6.20 . 17.78 . 178 3y
. . . . . 5.5 0.38 1249 12°49 3 yI
. - ) 17.36 . 40.42 1418 41.60 20 vy
. . . .o . ’ . (-g3  0.28 6.50 0.13 6.63 7 wvin
e 30 0. 66 63.30 0.66 212.27 14.22  226.49 TOTAL
63 105 .. . .
e — ] * KARNA.
5;. " . ‘e . ' 37434 51.36 755.56  55.73  g1).y9 Aakal
7- 7 . . - .  4s2.55 6208 91338 68.10 98145 12
.21 N . .
| . . . . s6.s2  10.42  234.67  106.59 34136 13 vy
37 . o
1 . . - . 14575 48.98  569.93  78.97  o45.9p sy v
:.:0 . . . .- ) 83.45 10.98 258.47  12.72 27519 gy i
38 0,21 o . - ) 22.14 1:21 67-52 306 TL.18 49 Vil
0-95 . - ' 4-21 0:26 27-41 U-BE 2800 a2y
0.49 . . -
- [ 2826.9 12605 5 o
- e L138.96 185,29 2826.94 12005 31559 o _TOTAL
—_ 0-21 . i -
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(Rs.in Lakhs)

E e e
D]T/Ua,-?;;y Garden  Roads '[‘ra.nsp—o:—E_‘ . T me—— fappal Total No. Sive
Bion tion' Inscomion MIC Repay.  Toml  den aem
. f e i
tution of Loans Ordinary 1tur iture
J— Expen
16 17 18 19
15 20 21 22 23
24 25 26 1 2
. PONDICHERRY
. . . .. . . I
.. . oo . »s III
. . 2°6
1 11.22 0.71  39.24 16.34  55.58 1 v
. . .- . .. .. 0.72 0-21 7.57 3.99 11.56 1 v
. o 0.81 0.02 . 1.06 0403 5.76 0.19 5.95 2 VII
. .. .. . . . .. . .. vin
. " . 0.81 2.61 0.02 - 13.00 0.95  52.57  20.52  73.09 4 TOTAL
(97.54 4.26 137.95 279.66  75.89 2042 .. 59.04 .. 34g4.05 597.53 4csl.re LELED I
. . .. .e .w . .. .. i : II
172,19 6.54 57.01 252.02 14,52 4.47 47.03  39.67 1608.42 278.41 18t€.&° ! I
) B v
.. .. v
. . . . . VI
.. . . . . ) ) ) VI
. . .. . . .- ) . . VIII
B 39.67 5092.47 875:94 5968-41 2 TOTAL
U3 10,80 104,95 531.68 90.41  24.89 . To6.07
. . . GOA I
. .. - DAMAN
.- . . .. . . . & piu II
. .. .. .. . . - . . . 111
. LY e LAd - .t : ) . .- . - Iv
. . . . ic
. .. - ) 2.47 45.09  13.00 s ‘“o
. 0.42 2.24 5.33 0.83 0.01 0.13 2.13 0.67 2.0 1 VI
0:09 0-19 . . ’
1 0°26 0°28 . VIII
— 687 0.13 59.45 17.55. 77°00 9 TOTAL
0.09 9,61 2.50 6.07. 0.83 .
ANDAMAN &
—_ NICOBAR .
.o . i ’ . . b . i
) . . ) It
.. . . . . v
. .. ’ 65 171 35.36 1 v
o 5.64 ¥
.. .. VI
. 0-13 . ' ° . VIl
.- .. . . . . " X Vi1
. . . P 1 35,36 TOTAL
B 3.65 1.7 -
e— —— 5,64 3 —_
0.13 T T
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APPENDIX IV.6

) for the years 1973-74 ¢to 1976,

farles
Union S4 rectification, etc. )

xcloding tAX revision,
Statemlse mssessment of Income-fax ¢ account  of appellate order, (Rs. cre
(Net of reductions of . 2475 1975-76 1976-77 1973
P .9-
siates o ( z,)_ m “) (&)
e ——”f———\\
) 3532 3145
M - m 0 317 533 !
Pradesh 24 . 802 714
1. Andhm Prix 639 5418 6609 89-38
2. Assam 40-93 4931 .97 643 2
3. ‘gih'mrmll 4:45 618 3 ” 0-89 ‘
. Gujn 1-01 ‘ ’
5. Haryann 0-88 1) 2:85 2:85
6. Himachal 1”“1(1!351‘1i 1:06 2;-;6 2959 2712
7 Jammu & Kashmir 13-46 14+53 18-92 20-39
8. Kamataka 10°21 27 1853 17-89
9. Kerala 1674 17 . 122-89
115+47 112-08 4
10. Madhya Pradesh 65+ 64 032 027
11. Meharashtra 0:41 0-57 0-21 0-28
12. Manipur 0:07 0-22 012 0-24
13. Meghalaya 0-14 0-17 .91 3-98
14, Nagaland* 3411 332 3 303 ]
15. Orissa 12+63 1465 16+31 0-33 .
16. Puniab 3.47 3-20 - 5-02 1.51 1
17. Rajasthan . .o oo oo
18. Sikkim 3391 49+62 54-78 5626 19
19. Tamil Nadu 0-16 0-16 0:15 0-23
20. Tripura 2225 32-61 3391 31-76 12
22, West Bengal
TOTAL 29326 408:10° 45570 " 461-59 161

*Figures for Nagaland relate to net collections..
SoUurce : Central Board of Direct Taxes.

APPENDIX IV.7 N N N
Communications from Ministry of Finance regarding Union excise duty on generation of power

1. Letter No. 46(75)PFI/78, dated the 13th Oct., 1978
from Finance Secretary to Mcmber Secretary -

As you are aware, Union Excise Duty of 2 paise per

kw/h on electricity generated had been levied with

effect from 1-3-1978 as part of the budget proposals for

1978-79. Electricity generated for captive consumption

as well as that used in auxiliary plants in the genera-
tion stations for the generation of electricity  was
exempted from this levy. Besides, a rebate of duty had
been given in respect of electricity used for agricultural
purposes.

2. The rationale behind this levy of excise duty on
generation of power was fully explained in the budget
speech of the Union Finance Minister., He had obsery-
ed that the nation has invested heavily in the develop-
ment of power. The returns from this investment have
not been commensurate. It was felt that with  the
enormous investment in power, there was ample justi-
fication for claiming a contribution from those "who
benefit from these investments,

3. There is no constitutional bar to the levy of
Centra] excise duty on generation of power, However
the States have been pressing for either withdrawal of
the levy altogether or for transfer to the States of its
net proceeds entirely, We have given careful considera-
tion of the view point expressed by the States at various
forums including the National Development Counci] and
the Southern Zonal Council, It has now been decided
that the entire non-shareable portion of the net pro-
ceeds of Central excise duty on generation of power
would be trz'msffr{ed to the States in proportion te the

decision will be effective from 1-4-1979. The dec
is being brought to the notice of the Seventh Fip
Commission so that it may take into account
implications of this decision while assessing Cer
resources as well as finalizing the scheme of devoly
to the States for the quinquennium 1979-84.

4. A statement* showing Statewise anticip
revenue from Centra] excise duty on generation
power for the years 1979 to 1984 as furnished by
Central Electricity Authority is enclosed.

2. Letter No, 46(75)PF.1/78, dated 19th Oct.,
from Finance Secretary to Member Secretary
Please refer to my D.O. letter No. 46(75)PFI/78, d

the 13th October, 1978, regarding Union excise duty
generation of power,

2. I would like to clarify that the decision that
entire non-shareable portion of the net proceeds
Central excise duty on generation of power would
transferred with effect from 1-4-1979 to the State:
proportion to the revenues realised from each State
this account is subject to the condition that this «
Will continue to be levied beyond that date.

3. Letter No. 46(75)PF.1/78, dated October 23, 1
from Finance Secretary to Member Secretary

Please refer to my confidential d.o. letter No, 46
PfFI {;’8 dated October 13, 1978 conveying the deci
‘1}975 e Government of India that with effect from |

s the entire non-shareable portion of the net [
geeas of the Centra] excise duty on generation of po

d be transferred to the States in proportion to
ues realised from each State on this account.
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wing Statcwise anticipated revenu
nt Srhnc years 1979-80 to 1983-84, q4 fm.cn,?,?g}
t'o‘fm‘ Eicctricity Authority, wag alsq enclosed

n
c[fo-

er has been examined further in .
?;,‘Z”CC““""] Electricity  Authority :,?Hs"','{,‘c

of Power. Ministry of Energy ‘and o fresh
n { estimated revenne Statewise from (he levy
| cxcise dutly on gencration of power for the
0-80 0 1983-84 has been worked out which
cen in substitution of the statement enclosed
znrlfﬂ letter of October 13, 1978, The bagic
“ndcﬂ."'"g the present estimates have been
in the explanatory note attached,

patory Nofe on the cstimates of n
'icc duty on generation of power
the years 1979-80 to 1983-84,

State-wisc estimates ot net revenue are based
simates of encrgy availability as contained in
, Annual Power Survey.

. *encrgy availability’ represents net generation
tate Electricity Boards and other State autho-
¢ State’s share in generation of power from
wned projects, allocation, trom Central power
ind net generation by private licensces Tocated
e State.

: revenue from D.V.C. has been allocated
West Bengal and Bihar in the ratio adopted in
h Annual Power Survey.

) The Power available from Singrauli Power
Station and Narora Atomic Power Plant has

c{ revenne
from ench

ed by the Government of India, The share
reserved by the Government of Indin for
allocation at a later date has heen shown as
energy available in Uttar Pradesh.

() The power avallable from Tarapur Atomic

Power Station has heen allacated

equally
hetween Maharashtra and Gujarat,

(iif) The entire power available from Rajasthan

a

Atomic Power Plant Unit | and IT hag heen
shown ag energy availabie in Rajasthan,

v) The power available from fst Unit of
Kalpakkam Atomic Powar Plant has been
allocated  equally among Tamil Madu,
Karnataka and Andhra Pradesh, while the
entire power from the IInd Unit hag been
allocated to Tamil Nadu.

(v) As regards the Central hydro projects the

share allocated to each State has been in-
cluded under that State,

5. The estimates of net revenue have been worked

out by

deducting the rebate towards the estimated agri-

cultural consumption as assessed by the Tenth Annual
Power Survey.

6. The energy availability shown for Pondicherry and
Dadra and Nagar Haveli have been shown as energy

availabl
these U
own.

e in Tamil Nadu and Gujarat respectively, as
nion Territories do not have generation of their

7. The actual share of each State will be based on

collection of revenue on account of excise duty

been allocated according to the shares decid-

on

generation of power and nof on the basis of accrual.

APPENDIX IV.7—(Concld.)

ement showing revenue from cach oiate as a

percentage of the total.revenue from excise doty on
generation from 1979-80 to 1983-84

ime of the State _ 1779-80 t930-8t R 1981-82 o 1982-83 —_ 1983-8—4 __;I;:fenco %o
Y:I"::me :{‘;'f; r:le‘;nue t:(t’;ol re[;r:rtme :ﬁfﬁ rct{eenzue :/oo;gl revgﬁfe tnq/g::l - 1979-80 rc:é’;?;:;c
revenue revenu3 . revenue revenue revenue to 1983-84
2 3 4 5. 6 7 8 9 10 11 12 13 14
iryana 50992 3.21  6.8524 3.20 6.8944 2.90 7.3394 2.91  7.7772  3.00 35.0626 3.03
machalPrajesh 1.5066 0.78 1.5622 . 0.73 1.7086 0.72 1.8i22 0.72 1.8604 0.72 8.4500  0.73
nmu 204 Kashmir 1.7352 0.90 1.70114. 0.79 1.8656 0.70 2.1682 0.86 2.8022 1.07 10.2728 0.87
yjab 11.3898 5 39 11.8792 5.55 12.1470 5.11 12.6038 ~ 4.99 13.1796 5.06 61.1994 5.29
jasthan 7.6678  3.97 7.7444 3.62 8.4406 3.55 . 8.5634 3.S1  9.0054 345 41.4216 3.58
ar Pradssh 23.7236 12.28 _8.5250 12.39 27.1212 11.40 29.0172 11.49 30.9089 11.87 137.2959  11.86
larat 14-806 7.67 16.0473 7.50 18.4783 7.77 18.8766 7.48 19.0840 7.32 87.2925 7.54
1hya Pradesh 17.5700 5.47 12.5332 5.86 14.5842  6.13 15.3522 6.08 15.5816 5.98 68.6212 5-93
taharash 25.6047 13.26 28.5170 13.32 32.5736 13.70 35.9031 '4.22 37.6955 14.48 160.2939 13.84
ndhra Pragesh 159326 7.390 13.5418 8.70 21.7734  9.16 22.5088 .92 22,3292 8.57 100.3558 8.66
trntaka 13.6164 7.05 15.4812 7.23 16.8978 7.11 16.8886 6.69 16.8222 6.46 79.7062  6.8g
erala 8.1154 4.20 8.7672 3.76¢ 8.3986 3.54 9.,0385 3.59 9.4184 3.61 43,0381 3.72
mil Nydu 13.9972  7.25 15.5662 7.27 16,4998 6.94 16.7778 6.64 16.6156 6.38 79.4566 6.86
1nr 13.2784  6.08 14.2482  6.66 16-1862 6.81 16.5240 6.54 17.2758 6.63 77.5126 6.69
st Bzngal 16.4529  8.35 18.0694 8.44 21.1665 8.91 23.7998 9.42 25.2158 9.67 104.7044 9.04
rissa 7.1490  3.69 7.5874 3.54 8.9422 3.76 10.1132 4.00 10.1134 3.88 43.9052 3.79
sam 1.3861  0.70 1.9596 0.90 3.2478 1.37 3.7512 1.48 3.6776 1.40 14.0223 1.21
[:ghalava 0.5676  0.30 0.5658 0.26 0.5644 0.24 0.5630 0.22 0.5616 0.22 5.8224 0.24
“nipur 0.0152 0.007 o©.1104 0.05 0.1672 0.07 0.1996 0.08 0.2284 0.09 0°7208 0.06
Nagaland 04127 0.06 0.1566 0.07 0.1908 0.08 0.2196 .08 0.2502 0.09  0.9504 0.06
tipura 7.95.. 0.003  0.0954 0.004 0.1126 0.04 0.1318 0°05 0.1453  0.05  0.5518 0-05
DTAL ALL INDIA 193.0639 213.9113 137.9608 253.1520 05953 . T

SOuRCE : Minisiry of Finance

432 Deptt. of Eco. Afl./ND-78







1+ of this public expenditare  ac
nditure clhcses s noat ayailable,
nditure per capita menthly was
mte monthly per eapiia expendi-
ench State. To the norm. i.e.
rty linr.s. the  maximum per
expenditure for any State  in
lded.  This modificd State-speci-
‘Augmented Poverty 1ine™.

1e Poverty Rafio.—Daga rovid-
7. 269 en consumer cxncgdil‘;;:"c
Round — Iulv 1970 to Junc
for calculating the State-wise
ratios by the method of linear

lemtage of persons at the cut
augmented poverty line ;

‘entage of persons at the lower

':ndilurc class in which the cut-
S -

entage of persons a
‘nditure class in wh

53

t the upper
ich the cut-
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x — Cut-off point ie. the augmented poverty lin.e':
«© Fawer limit of the expenditure class in whic!
x falls; and . . .
X, — ;!ppcr limit of the expenditure class in which
x falle,
V¥
then Y= yi (X = X)
x, X

Poverty Percenfagi  After eatimating the State-
mi? rural gd urban poverty ratios with reference to
augmented poverty lines, the total number of persons
below the augmented poverty line in each State (vide
Cols. 10. 11 and 12) were calculated by applying the
ratios to the 1971 Census papulation data (Annexure ng
The “Poverty Percentage” (as shown in Col. 14
Table 1) is the percentage of the number of pers?gs
helow the augmented poverty line in a State to the
total number of persons helow the augmented poverty

line in all States.

(g) Since all the required data for calculating the

number of persons below the augmented

poverty line

were not available for the following States, th;:ln'
poverty ratios were assumed to be the same as f_olr l]e
similarly situated States for which data were available.

Assumed Poverty Ratios

Rural Urban
ih 33-95 22:66 (for Assam)
nir 33-95 22-66 ,,
33-95 2266 »
3395 22+66 ”
33-95 22-66 »
33-95 22-66 .
70-82 "~ 36°30  (for West Bengal)
TABLE I ) .
e Data base for derivation of Poverty Percentage (Statewise) —1970-71
e SpecificPoverty Augmented Percentage of  Number of persons Total Ratio of Poverty
Lines Poverty Population below APL Number of all perscen-
: Lines (APL) below (APL) persons be- persons tage Rank
low APL below
0-61 1970-7i 1970-71 1970-71 1970-71 Rural+ Urban

APL
Urban Rural Urban Rural Urban Rural Urban Rural Urban Col+10+Col. 11

3 4 5 6 7

8 9 10 11 12

13 14 15

12.87 26.51 42.92 30.68 47.09 45.63 57.14 16,016,212 4,801,204 20,817,416
12.63 33.09 40.30 37.26 44.47 33.95 22.66 4,527,548 292,138 4,819,686
2,03 32.55 42.14 36.72 46.31 64.78 57.53 32,556,029 3.241,221 36,097,250
'1.87 29.06 39.37 33.23 43.54 44.21 46.61 8,488,751 3,494,119 11,982,870
12.01 30.85 42.65 35.02 46.82 29.43 45.36 2,432,051 804,214 3,236,265
2.64 29.33 41.42 33.50 45.59 48.85 51.29 19,833,425 3,652,921 14,486,346
2.32 34.45 43,78 38.62 47.95 51.82 64.44 11,053,988 2,233,780 13,287 768
3.22 27.92 43,94 32.09 48.11°56.99 60.15 19,872,043 4,081,037 23,953,080
1.79 30.72 39.71 34.89 43.88 46.67 38.07 16,194,967 5,981,258 22,176 225
00 30.74 41.15 34.19 45,32 69.18 49.20 13,904,640 907,934 14,812,57

46 25.43 41.83 29.60 46.00 41,84 51.28 8,879,304 2,330,941 11,209,345

;29. 30.85 42.57 35.02 46.74 17.47 34.94 1,805,504 1,123,733 2,929 237
2
!

9 17,619,893 7,390,400 25,010,293
.05 32.71 42.22 61.32 59.2 1017, , K
’ii ig:: ?182 70 39.71 46.87 48.08 64.88 36,472,413 8,037,721 44,510,134

47.85 7.52 7
32.95 1.74 13
64.0613.03 2
44.88 4.3311
32.24 1.17 14
49.44 5,23 9
62.25 4.8010
47.50 8.65 S
4399 8.01 6
67.50 5.35 8
21.62 1.0615
43.50 4.0512
60.71 0.03 4
50.3816.07 1

S 3720 40.34 41.46 44.51 70.82 36.30 23,614,913 3,981,033 27,595,946 62.28 9.96 3
100.00
50 28.80 41.40 (15 States)
3 ‘ved  Derived
ived from Derived from Der've rived
IT Anncxure III Derive from fom
re [ Annexure Anneﬁu{%}l}' Annexure Y Annexure YV Col. 12
Ran Col. 12 ‘of
of this this
table table.
Col.5 of

Annexure Y
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APPENDIX v 9—Contd
ANNEXURE' o Price levels in 1960-61
. lices for Rura) and Urba T
Price In¢ », L . T gox of Consumer
o Price for t;.€ rural
Poor;in each _State
with all _India
average Price for
State t: e same Group as

State Relative

we 100 (1960-61)
o
/”‘ 3 —-\4\7\
PR “_'"——_“____.__.__,_.__,.4“.-—- —’——-'—’—‘———-x\
) 2 T 102-4 oL
T T 1-65
1. Andhra Pradesh 108:6 100- 53
2, Assam 105-5 97:93
3. Bihar 119-9 97-20
4, Gujarat 1060 97-82
5. Haryana 104-1 100+ 63
6. Karnataka ’ 1076 9919
7 Kerala 93-8 1037
8. Madhya Pradesh 1065 968
9, Maharashtra 96+8 97-78
10. Oris.s,a 106:0 99-07
o 11;“'.‘"[‘: 98-0 99-83
- Rap e 109-3 .
13, Tamil Nadu 96+4 98:76
9988
14. Utlar Pradesh 120+3
15. West Bengal 98:91
ALL INDIA 100-0 10000

SoURCE : Poverly and Income Distribution in India (Ed)—!974 by T. N.” Srinivasan, T. K. Bardhan. Artick
“On the incidence of poverty in Rural India in the ~Sixtees” by Pranab K. BARDHAN, Page 2=
Table 3, Col. 2. = e

*Derived from the Statewise average of Index Numbers for three years 1961-63 as shown in Annexuyre.

ANNEXURE IT
Consumer Price Index Numbers

| rrLalcy ¢ n
weighting diagram for the Centres oblaindcx numbers

ACPI 1of :
icult
S.No. State glrxlxboutﬁ* CPI of Working Classess** (Bace 1960=100
(Base:1960- =100
61=100)
197071 1961 1962 1963 flxgerage 1971
61-63
1. Andhra Pradesh 171 104-
2. Assam 203 " 34 108-48 113-29 108:77 1876
3. Bihar 20 102'54 106+31 113+91 107:62 1810
4. Gujarat 173 131'76 103-92 108-67 10478 19130
5. Haryana 194 102.00 104-00 10599 104:00 18003
6. Karnataka 188 00 104-00 108+00 104-67 1930
7. Kerala g 24 10752 11125 107-67  192%
8. Madhya Pradesh 1 103-13 106-25 109:00 106+ 13 196:13
9. Maharashtra % 10628 11098  114.09  110-45  I89°%
10. Orissa 12";2 100-91 10433 105+56 103-2 180
11. PUf_Uab 194 98-76 101-29 11381 104- 62 18708
12, Rajasthan 173 10200 106-00 11000 106+ 00 1910
13. Tamil Nadu 105-41 107-82 107+2 2 186
14, Uttar Pradesh 174 10325 106+ 55 107- | PRt
15. West Bengal 1283 101-71 106+ 36 10 21 105-67 191+9-
ALL NDIA % lon 105-42 llg-i)i 11(())2?;2 18
I 192 104
S —_——— .00 )
+Souncr. : Indian Labour Journal, Labour v . 107.%0 110.00 107.00 s
No. 8, Table B. 1, 29 °ur Bure :

A, Ministry a3 om - T
Istry of Lab -ur, Go vernment of India, Aug., 1977 vol. 1§

given in t X d
office, he above mentioned reference Table B. 1. I 2 0

#*Calculated from the Cenirewise j
ed from NSS
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NNEXURE

nge - szltul) on seleete

Conely,

d ey of expenditure — 197071

: Total 1y
" Medies 4l Adminj,. v
seatcs lotal Pu‘t;ﬁ"(,?: I soctal trg liu; Total  Per Capita  Public
Educa-  Heglpy g, "4 of Road Expenditure
tion Famj Justice ads to
Planning Jail & Col. 6 Annual ~ Por
e & Police month,
i T e S e
S S EOT Ry g —
-~ ndhra Pradesh 620,502 308907 T 8
1, Andhra » 08,747 o e )
7, Assam 251,421 92,’512 o 11(}:;6'716 89,907 1,297,923 29-84 249
3. binar 484,781 234,120 43256 208’051 136748 sgs732 4026 3-36
4 Gujarat 423,634 272935 S 370 134013 1,103,540 19-58 1463
5, Hatyana 185314 93775 2,635 203249 1062,453  39-80 3-32
o Kurnataka SIS0 245 345 jjee 124 45 g0 st
7 Kerala OLITY 222027 39y * 19,614 136394 1,051,178  35-88 2:99
g‘ MaJnys Yradesh 494,727 269’,656 96 19 98'592 94,759 1,055,793 49-46 4-12
" Mahasasht 981.08 2319 194837 Liger2 1,177,200 26.26 2.6
g, Mabarashtra 89 491,065 380,581 134
, 236433 | , 426 1,987,161 3942 3-29
10, Orissa : 44,384 9,711 62
” 301,168 ’ 450 534978 24-38 2:03
11, Punjab ' 123,263 o 100613 95811 620,855 4582 382
2. Rajasthan 415858 272,841 19,73 129100 68,593 906095 3517 293
5 Tamil Nadu 723408 335,103 65554 205760 93,001 1424835  34-58 2.88
14, Uttar Prdesh 753,696 410,833 <. 328931 222,631 1,716,091 = 19-43 1-62
15 West Benpal 646232 308104 3205 292750 104139 1354430  30-57 255

#[ncluding Water Supply and Sanitation,
Source : Combined Revenue and Finance Accounts 1970-71,
Nore :—Figures in Cols, 2 to 7 in Rs, '000 and in Col. 8 and 9 in Rs. only.

ANNEXURE 1V.R
Cmmnulative Percentage Distribution of Estimated Number of persons by mo;uhly per capita Expenditure

Classes in Rural Arcas—1970-71 (N.S.S. 25th Round,
” ] Solow o b
Statos - - ¥ 5 Iy T2l 2 25 3445 T35 TES
S din Peadashi 034 U710  2.64  5.56 12.31 20.21 31.51 45.09 62.11 T7g.65 gy.49 96.50 3.20 100.00
. Aisam .. o6 0.0 046 1.27 297 g.gp 1565 34.26 64.51 g7.g6 97.76  2.24 100.00
Bilr 0.39 2.7 4.52 7.3 14.g5 24.14 33.64 45.68 G281 79.11 90.00 97.01 2.9 100.00
Oujeat 0.48 273 4.23 7.83 18.07 2463 37.33 58.95 74.31 8541 95.08 4.92 100.00
Kyvaga o7 043 0.59  4.56 441 151 2065 3596 5474 TLSL §7.23 1277 wo.oz
Himschi! Pragosh . (.22 1.2z 3.87 4.06 1047 23.73 46.85 7:.33: 9836:; 1;.:; :zg.zo
iwng g Keshmir 9.01  0.01 g.p 0.40 191 521 1018 19.56 Js.gi 58.23 :7.9 95..6 4:35 100:00
Caraataky 0-06 0.8 2.3 5.5 11.25 9.1y 29-17 40-88 59-30 775-:93 ) 75 ” 34 hysives
Cersja 074 2.66 471 .46 1646 26:18 36.22 43.762 :7].13 795-96 895..015 95.'23 7 100.03
adtvo Padosy .45 238 Sgu (045 2081 2024 407 o 53 2 .04 8905 975 285 100.0¢
Harashten 002 0.4% 1.51  3.66  8.20 1672 23.77 36.74 53.
i nipur - o
slalaya [ .. . . . .. ..
galand . . - ) u 45 97 57.30 7443 8599 92.68 9§.28 1.72 100.00
1 .44 5.00 (003 1s.68 25.09 348 5- e 2wy 4y 536 8094 1945 looo
ab . ot 029 132 2P 35'_;: 4.6 6l.gp 75.56 86.32 94.5p 5.50 100.00
sthan 074 4.06 77 104 19.33 2742 ) . . . - . .
N " ‘ 946 4l.g8 5673 71.78 85.00 93.24 97.61  2.39 100.00
 Nudy D63 203 s 990 180T e e . e
ra . " . . . s 32:35 45.02 61.53 78.3¢ 89.30 96.34 3.66 100.00
Peudosh oz 087 272 552 1293 -2-8- 32.50 46.37 63.57 79.61 91.61 97.26 2.74 100.00
Bonga 007 taz 272 565 1297 ,2,12;;—»—,—,-37—,,373”5'9‘57”73.zr'm"s‘ 9387 "a.18 100,65
ALLINDLs 335 TS0 T 335 sy B8 2T 7T -
(971 Roport No- 269

~NS.8.3514 Ropund—July, 1970 to June:
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APPENDIX V i)

. isposal and Peadene i . .
jion, Disposa Y of cases in Higher Cyjpns
e)'"mlnnl Courts during 1-1-1976 to 30-6-1977

it
ns (annual averyg

Iastitui Pendency
(afcs tiution¥+  Dj
8 "Sposal LPfrcemage Percentage to

Of Col. 32 Totalas Institution Percentage

on 30-6-77 Col. 5:2 to Disposa;
e — Col, 53
! - 2 3 4 5 6 7
esil
|, Andbra Pra 27&7 7703 101 2150 28 28
2, gﬁ” 20096 Phvits 8 ! 1 144
4 Gujarst 5206 102 1484 29 29
5. HIVEO ) pradesh et 3 81 2445 63 78
6. Hlmﬂu & Kashmir 1431 1 6 92 731 71 76
7. Jamant & e 260 95 1144 85 .9
3, Karn 4799 3654 103 1651 4 %
5, Kt pradesh 17330 e o 2040 4 48
10, Madbs2 s 17170 99 7511 43 4
i1, Mahasas 15 12072 9 6148 47 4
o mya 350 116 92 31 26
13. Me .- - .. . .. )
1. Nagaland 3934 08 ;3 53 .
15, Orissa 3208 82 3723 95 116
. Punjab 8247 8452 102 4205 s 50
17, Rajasthan 1144¢ 9666 84 8416 74 87
h Tamil Nadu 996: 59554 96 2453 25 26
.
2. Tripura 65, 766 11 338 49 44
71, Uttar Pradesh 43927 38947 89 42411 97 109
%7 West Bengal 7«20 69< 94 3806 51 55
TOTAL 167155 154686 93 124984 75 81

+% Total consists of original cases, Revision, -appeal.
APPENDIX V .2(iii)
Disposal and Pendency of cases in Lower Civil Courts during 1-1-1976 to 30-6.1977
(apnual average)
Pendency

Percentage to =
Institution  Percentge

Institution,

Total as

Stafes Percentage [
Institution  Disposal [of Col.3:2 on30-6:77 Col. 5.2 to Disposal
Col. 5:3
1 2 3 4 5 6 7
502139 97 215092 42 43
1 Andhra Pradesh 51137453‘39 pro 102 14552 108 107
- dssam 77365 92996 120 148552 192 160
43. gxh.arl 93682 87232 93 127465 136 146
: ujarat 33675 33443 99 25482 - 76 76
o e oradech 11105 11663 105 16604 150 142
7. Jammu & Kashmir - b 73 1353&} 251. 345
73738 53729 :
3 M:l:k’xa 87721 83983 o ;(5)3713 184 zgg
) ya Pradcsh 195786 179063 91 b pi
; Viabarashioa 547 748 8 s 70
. Manipur . .. o
. Meghalaya - o .. . i .
. Nagaland . 100 22602 89
5 25306 25320
b A A B
- - 232 40640 9% 7
jast) . e .. v
Sikkim ‘ 19 100 180775 47 47
N 210 384249
Tripura b0 2221 100 219404 91 91
:",“‘f}imdesh 2943014 81112 87 188962 203 233
st Bengal
N 2131343 2066196 97 2025865 95 98

TOTAL




















































































gulation ol cxpenditure op

; ; mainten:
s of buildings as in the p ainlenance  of

in the x‘te
carious type oforma encloseq.

Proforma .
(40) Please furnish figures relating (4 the capital

) please ;

of buildings constructed during spe
coét actual cost of maintenance of fuc]f ﬁ:f;fgm ?t}nods
1971-72 onwards as in the proforma cuclosedg Poa

XI1V). (Pro-

forma . .
1) A brief appraisal of prevailing nosms if any
’ r

4 3

i State Government have preser; t
which the ¢ . have prescribed

ulation of expenditure op maincen(;; Cteouoo‘z

enclosed.

in the I€8 . :
types of roads as in the proforma

varigus
(proforma XV).
indicate figures reiatj .
(42) Please 1 elating to kilometyape
of roads of different classes and trapirc ,imensitye 1;55
e actual cost of mantenance of sych roads from

1971-72 onwards as in the proforma enclosed.  (Pro-

jorma XVD.

43) A brief appraisal of prevailing noy if
wh(ich the State Gov.crnment have presgcnbé(xin sér lﬁoﬁg)\;’,
in the regulation of expenditure on mainienance of
various types of Irrigation works major, medium and
minor ~— Wwith their net-work of canals, indicating the
liability, if any, of the beneficiaries of irrigation for
maintenance of field channels under the regulations in

force.
(44) Please indicate figures
imgated by Government saurces as
enctosed. (Proforma XVII).

(45) A brief appraisal of the norms, if any, which
the State Gove.rgmem‘ have prescribed or fellow in
regulating provisions for medicines and diet in respect
of (i) teaching and other major hospitals, {(ii) District
headquarters nospitals, (iii) Hospitals at Tehsil level,
(ivy Pomary Health Centres, and (v) rural dispensaries
etc. as in the proforma enclosed. (Proforma XVLI).

relating to met area
in the proforma

of
and

IX. STANDARDS OF ADMINISTRATION

(46) Please indicate figures relating to levels
expenditure om certain speciied admunistrative
special services from 1971-72 onwards as in the pro-
iorma enclosed. (Proforma XIX).

(47) Please indicate strength ‘of establishment under
(1) Geperal administration, (2) Justice, and (3) Jais as
on Ist of April, 1971 onwards.

(48) Please indicate strength of establishment under
Police with separate figures for armed police, border
police (where such police is maintained separately)
tomeguards, Prantiya Raksha Dal etc., as on lIst of
April, 1971 onwards.

(49) Please indicate number of primary schools;
upils and teachers therein as onm Jlst April, 1971 on
“ards showing the additional strength of pupils in these
chools together with the age Broup. ) )

(50) Please indicate number of hospitals snd d"é
‘Dsaries; total pumber of beds, nurses, dch"‘Aa"}l
id-Wives — rural and urban separately as on 18t APrL,
71 onwards,

(51) Please furnish s brief pote indicat

hemes for the w’ﬂ?}m of scheduled castes'iflfhzfg:i?ll

bs and other backward classes together W' 3 2
Penditure on each scheme from 1971-72 of .

OF STATE
UTONOMOUS

ing major

NTER-
WORKING RESULTS B ODIES
PRISES AND OTHER A B

ter-
52 is of autonomous enter
;es) Please list out the ”aﬁ’;s by the State Govern

Corporations etc. set ! ‘vities.
1 e ke o Tl unctoy 370 SEl"h
¢ indicate yrom 1971-72 onwards tFE, 0 capi(atg

the budgetary support, revenue as
mount ©
ent and Lhe athe State

ided by the State Governm 1
est/dividend accrued/actqallly p;m..i‘ litoon
Criment by each enterprise/Corporalion:
) estment of

3) Please indi essive total investo !
e i1 rogressiy akings as
State Gover;(,irl,c::,tte u;; p%bh'c sector undertaking
(Proforma

¢ proforma enclosed.

e

73

s ,

((5)4)5?1‘0 Electricity Board \
of the Stafgsfr,]élf? Icate financial results of the working
(Proformy XXI_)L ricity Board in the proforma enclosed,

(55) Total progressive i
, brogressive investment | ' -proj
as at (} N A in power -projecls
cstimatod ap oL SASh year [rom 1971-72 1o 1974-75 and
for the Vm‘iou]e~ end of 1975-76 and 1976-77 separately
hydro, diese] :t:YStems ol power geperation c.g. steam,

(56) Average r:osl f i
und M ] ol power per unit (!uvh) produced
hy d:; V;‘_Ielé)klls Systems of power generation e.g. stcam,
taken g cote, separately and also all the systems

g ogether during the years 1971-72 to 1976-77.

i o(m )po‘?v\;riﬁfdrevenue in paisa per unit (kwh) realised

(2) within the State, and

(b) outside the State
for each of the years from 1971-72 to 1976-77.

(58) Receipts from electricity duty for

) y lor the years
197172 10 1976-77 together with break-up as follows :

(a) on power sold by the State Electricity Board ;

(b) on Jpower sold by departmental electricity under-
takings iucluding eleciricity portion of raufti-
purpose river valley project etc. ;
on sale of power purchased from other State/
Systems ; and :
on sale of power by private generators etc. For
this purpose, aggregate revenue from electricity
duties may be splat up 1 proportion to- the
number of units sold under each category.

(59) Yearwise position from 1971-72 onwards re-
garding the estimated level of losses in power trans-
mission/distribution_eic., and steps taken by the State
Government/State Electricity Board to minimise such
losses.

{60) Brief note may kindly be furnished on norms,
if amy, used by the State Electricity Board in project-
ing its receipts and expenditures f{or purposes of the
budget and for formulation cf the forecast to be
furmushed to the Planning Commission in  connection

with Annual Plans.
(61) Yearwise position from 1971-72
garding arrears ol interest oulstanding from the State

Electricity Board on loans from the Sate Government,

(62) Estimated investment in Rural Eleclification
Works out of the total Block Capital {at the beginning
of ecach year) of the State Electricity Board for each
year beginming from 1971-72 o0 1976-77.

63) Kilowatts of energy generated in each of the
yez(u‘s) beginning from 1971 by (i) State undertakiogs
(excluding purchases from other systems and (ii) private
undertakings with indications of the progress of rural
electrification programme from 1971-72 to 197677,

(ii) State Road Trapsport Corporation
i i ts of State Road Transport
(64) Financial resul £ poransport

oration (or State Road Transport
Slg;?e the trsfnspon services are run departmentally)

in the proforma enclosed. (Proforma XXII).

(iii) Irrigation Projects . '
(65) Financial results of major irrigation projects

ing Fourth Plan and the first 3 years of the Fifth
gf;;u gwi(h a brief indication of capital outiay, running
costs and revenue derived each year, of

©
(@

onwards re-

_ulilisation
irrigation potential and other direct and indirect bene-

fits of the project.
(iv) Other Commercial and Industrial undceriakings

6) Finagcial results of other State Commercial and

strial undertakings for which commercial accounts

(6
(Proforuia

Indu ; .
are maintained in the proforma enclosed.

XXIU).

XI. LOCAL BODIES
Revenue of local bodics and expenditure  In-

cx.l(g'?d by them in each of the years from 1971-72

N



onwards; granis received from Stats Government being
indicated separately together with a brief account of
powers of taxation available to the local bodies urban
and rural — and the extent of utilisation of such powers
by them.

XII. AGRARIAN REFORMS

(68) Progress of agrarian reforms in the State; their
.effect on revenue and expenditure, production of food-
grains and commercia] crops during the years 1971-72
onwards.

274

XI11. GENERAL o
’ I' preparatio
69) A note on the arrangements 101 ' i and
coglec)tion of statistics relating to State income  gn4
consumption data regarding commodities  subject ¢
Union Excise Duties.

0) A note on the a;rangemcnl; fol_- preparation of
an(7‘E)conomic and functional classification of the Stat
Budget’. Please also indicate, progress, il any, in the
preparation of performance budgct.

SUBSIDIARY POINT 14

PROFORMA I

State :

—_— .

Average rates of Electricity Supply and Electricity Duty for different categoties of Consumers

Average rate in PJKWH

Total with efa
/ : ut otal with eftect
Category of Consumers 111%‘:1{:1/ Rate ]%axy i
) N 2 3 4 5 6
1. Domestic—
(a) Lights and fans 30) . . . “
(b) Heat and Small power (100) . .
(¢) Combined load (130) . . . .
2. Commercial—
(a) Lights and fang (200) . .. o .
(b) Heat and Small power (400) .. .
(c) Combined load (600) . e . .
3. Agricultural purposes (10 HP, 15% LF.) 817) .. .. .
4, Small Scale Industries (10 KW, 20% L.F.) (1460) .. . .. .
5. Medium Industries (50 KW, 30% L.F.) (10,950) e e . v
6. Large Industry I (250 KW, 403, L.F.) (73,000) .. ..
7, Large Industry II (1000 KW, 509, L.F.) (365,000) .. . .
8. Heavy Industry (5000 KW, 607, L.F.) (2,190,000) ..
9, Public Lighting .

10. Supplies to consumers outside the State—
(a) Inter Board Supplies
(b) Supplies to other Governments
(c) Others

Nortes : The average rates may be worked out on the following basis :—

1. Power factor may be assumed at ¢8.85°,

2. Wherever in the case of H.T. Industrial rates fuel surcharge is levied, the fue] surcharge, as per latest ayailable

information, may be indicated separately.

3, All the H. T. Industrial rates may be worked out considering a supply voltage of 11 KV,
4, Prompt payment rebate, wherever given, may be taken into account,

SUBSIDIARY POINT 21
PROFORMA II

Arrears of Taxes/Non-Tax Revenues

State:

(Rs. crores)

1971-72 1972-73 1973
Actuals 5731

1976-77
4 1974-75 1975-76 Prelimi- 1977-78

A, Tax Revenues
1. Land Revenue— o
(a) arrears outstanding at the beginning of the
(b) the demand for the year )
(c) the amount collected during the year

yeat

(d) the amount remitted or written off during the year

(¢) balance carried forward to the subsequent

year

e

Actuals Actuals Actuals Actuals nary BE.
Actuals
1 2 3 4 5 6 7
L



. T 21—
e PROFORMA 1,
o ———— M] h Lo — o
TTTTT— 2 3 4 -
X~ TTT——— 5 6 7
el D
3 AE" QIears outstanding at the beginning of yhe year

@® (he demand for the year

) the amount collected during the yeay
o (e amouat remitted or written off during the year
) patance cartied forward to the subsequent year

7, Sales Tax— di -
A7 grmears outstanding at the beglmlmg of the year

(:) the demand for the year
g the amount collected during the year

¢) the amount remitted or written off during the year
© palance carried forward to the subsequent year

4 Electricity Duties— ‘

) amears outstanding at the beginning of the year
() the demand for the year
(c) the amount collected during the year
(d) the amount remitted or written off during the year
() balance carried forward to the subsequent year

§, Other taxes and duties (Please specify important items)

TOTAL—A

yor-Tax Reveaues

1, Interest—
(@) From State Eectricity Board
(b) Other (with broad details)

2, Other non-tax revenue (Please specify important items)
TOTAL—~B

Il

SUBSIDIARY POINT 24

PROFORMA 11
State :

Overal! Budgetary Position
(Rs. IakhS)

1976-77
197172 1972-73 1973-74 1974-75 1975-76 Preli- 1977.
Actuals Actuals Actuals Actuals Actuals minary 78

Actuals BE
1 2 3 4 5 6 7

L Revenue Receipts
. Revenue Expenditure
[' ﬁ“:pllf)’s(ﬂ or Deficit(—) on Revenue Account

- Capital Receipts
- Capital Disbursements

Surplus (+4) or Deficit(—) on Capital Account
Overall Surpius (+) or Deficit(~) (HI—VD
Financeg by

() Drawing on Casit balances

) Sal of Treasury bill

) Sale of other unearmarked securities

Illtlclrlef se in ways and means advances from

© Increase in Over-draft

TfJ Special accommodation from Centre,if any
OTAL (a—r1)

[






i R" _sze Settlement (net)
1\ Jote? ,mgenc)’ Fund (net)
Account-—
e ate prowdent Funds (net)
1.5 eserve Funds (net)
posits and Advances (net)
: " guspense and Miscellaneous (nef)
Remmances (net)
T oTAL—V1
ToTAL,—CapltaI Receipts—aA
taJ pisbursements—
pital Outlay—
3) Developmental—

Plan
8 Non-Plan

® Non.Developmental-—
(i) Plan
(i} Non-Plan
1, Discharge of Internal Debt—
1. Market Loans
7. Loaps from LIC
3, Loans from SBI and other Banks

o

277

! 3 4 5 6

————— e e

7

4, Loans from National Agricultura] Credjt ( Long:

term Operations Fund)

5, Loans from National Co-operative Development

Corporation
6, Others
[II. Repayment of Loans to the Centre

IV. Loans and Advances by State Government—

(a) Plan

(b) Non-Plan
y, Appropriation to Contingency Fund
¥l TOTAL—Capital Disbursements—B

Plan
Non-Plan

. Surplus(+) or Deficit (—) on Capital Account (A—B)

SUBSIDIRY POINT 27
PROFORMA VI

Grants from the Central Government

State :

(Rs, Lakhs)

197172 1972-73 1973.74 197475 1975.76 lgrei

Accts, Accts. Accts, Accts, Actuals minery 1%7278
Actuals
— 1 2 3 4 5 6 ]

Gmn
() Stale Plan
( trally Sponsored Schemes
Schemes
. rom,_x
*-Plan grants
Slatutury._.

(é‘) Under Substantive_ Provisions of_Article 275
®) Under Provisos to Ariicle 275
- Grans in Jiey of Railway Passenger farcs

- Other nop-pya ts (Please specify cach grant
| #aratly) n grants (| j2

2.
3

101AL~-11
L GRAND TOTAL
S

—— e







-

-
-

-
2

UL
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SUBSIDIARY POINT 34
PROFORMA IX
State (———"

Jrapsactions on actount of Short4erm Loans from the Centre for Fertilizers efc.
(Rs. lakhs)

o 1976-77
1971-72 1972-73 1973-74 197475 1975-76  Preli- 1977-78
Actuals Actuals Actuals Actuals Actuals Rﬂnery
cty

1 2 3 4 5 [ 7

1 loans from Centre for fertilizers, etc.

reement of loans to cultivators, etc. on account
e 1 above.

R ecoveries {from cultivators etc. on account of 2 above.

, Repavment of short-term lcans to Centre.

SUBSIDIARY POINT 33
PROFORMA X-A
fAdded vide letter No. TFC-9(f)-Res 77 dated 26-7-77) State:

~umber of State Government employees, feachers and employees of local bodies (including Aided Institutions)

As on 31 March
1972 1973 1974 1975 1976 1977

4, State Government employees

Below Rs. 201

Rs. 201 -and above but below Rs. 231,-
Rj. ?jl - = 3 2 k4 RS- 3‘0”‘
RS. 30”" k4] 7 2 2 RS. 40”‘
Rs. 401;' ” 2] ” 2 Rs, 501"'
RS. 501f‘ 1" 33 £ 7 RS 70”‘
R5~ 701!' E1] 1”2 2 (1} R-S- 901 -
RS. 901,-" ] Iy 13 2 RS- 1m1[‘
Rs. 1f?011" » 1 2 ” Rs. 120”’
Rs. 1201,"' » ” 2 ”» Rs. 160”'
R5~ 1a)1/' 13 " 3 27 RS. 180”'
Rs. 1801/- » » ”» » Rs. 2(’0”'
Rs. Wol-  » » w» RS 2251
Rs. 2251j—and above.

B, Teachers
Below Rs. 201/-

REETERTECT

.

Rs, 1801 /- ”» ” ”
Rs,
Rs,

201j-and above but below
2511' ” 11 »
30”' » » »
40”' ” » 9
50”' ”» ”» "
701/ » ” "
901]' ”» L] ”
1001/ 4 w  w
1201/ ” ” ”»
1601[- ” n "n

231)-
301,-
4.14-

ERREEEEETEET
5

- - o= o
=TT 3e oz

2001/ 2251-

2251j-and above.

» ”

C. Employees of Local Bodies including Aided Institutions

Below Rs. 201/-

201/~ and above but below Rs. 251/
251/' 2 1 H 7] . 30”—
30”' » ” ” t 401/-
40} /- » » ,, ,» Rs, 501/-

er

501;- » » i » Rs. 701/
701/' I 3 s 3y Rs. 9'”/"
90]/' 2 » 13 » RS- 1001]‘
. lm”' 33 I »n 2 Rs, 1201"

S1201)- 5 s o» o Rs 16010

L1001~ 3 3 3 o Rs. ]801/-
SOV s p Rs 20010
. 2(X)][- s 9 »” 5 R, 223]1-

. 2251 and ubove.
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PROFORMA X-B

22-7-78
(Added vide letter No. TRC.9(2)-Res/77, dated )
Rates of Dearncss Allowance ...

DU e Te—
—

sk Pay slabs on which DA |,
1‘:3;}01(0 are caleulated aleg
which — ————r— T

Upto Rs. 30!—— Rs. 901— Rs. 1251~ /\b
B e300 900 1250 1600 g
related

——— e B e S

1. D.A¥/AD.A. as on [-1-1977—
(@) Rates (%)
(b) Amount (Rs.)

2. D.AYADA, at present—
(2) Rates (7%
® Amount (R..)

3. No. of employces being compensated through Pay and D.A.
by the State Government (Numbers) as on 31-3-1977—

(a) State Govt. employees
(b) Teachers in aided Institutions
(c) Employees of Local Bodies

+Please include interim relief, D.A. ADA or other form of compensation given for increase in the cost of living,
*=The State Govt. may kindly indicate the base and the components of the base like Basic Pay, Dearness Pay
on which the D, A, rates given above applied

SUBSIDIARY POINT 36
PROFORMA XI

State: ~————
Pay and Aliowances of Government employees
Mininwum Maximum
Basic D.A. HRA Other Total Basic D.A. HRA Othcer Total Dat: from
Pay allo-  Emg- Pay allo- Emo- which
wances lu- wances lu- effective
(wntl} ments (with ments
details) details)
1 2 3 4 § 6 7 8 9 10 i1

Revenue Administration

1. Lekhpal/Patwari/anlage Ac-
countant

2. Revenue Inspector
3, Naib-Tahsildar/Deputy Tahsildar
4, Tahsildar
5. Sub-deputy Collector
6. Deputy Collector
7, Additional Collector/{Joint Collector/
Distt. Revenue Officer.
P olice Adminjstration
1. Constable
2. Head Constable
3. Assistant Inspector/Sub-lnspector
4. Tnspector
5. Deputy Superintendent of Police
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SUBSIDIARY POINT 36—Contd.

PROFORMA XI—Contd.

1 2 3 4 5

-

il Judiciﬂry

pMunsifs
2' aivil Judges/Sub-Judges
' cvil & Sessions Judges
4: District Judges

ycation Lo
i Teachers 10 Primary Schools (trained/un-

trained)
» Teachers in Middle Level Schools (trais
" ped/untrained)

 Assistant master in Govt. High Schools
(trained/untrained)/B.T. Assistants.

4. Headmaster of Govt. High Schools/Aided
Institutions.

ineering Services

1. Diploma holders (overseers/ supervisors/
junior engineers)

2, Degree-holders/Assistant Engineers
3. Executive Engineers
4. Superintending Engineers.

gecretariat and other Office Establishments -
1, Orderly/Peon/Jamadars
7, Junior/Routing/Grade Clerks
3. LD.Cs.
4, U.D.Cs.
5. Stenographers/P.As.
6. Assistant Superintendents
7. Superintendents/Section Officers

Medical & Health Staff
1. Nursing Orderlies
2. Nurses
3. Compounders

4. Pharmacist/Laboratory Technicians/Radio-
graphers etc.

5, Social Worker/Health Visitor
6. Civil Assistant Surgeon
7. Civil Surgeon

Agriculture
1. Fieldman

2. Agricultural Demonstrator/Extension  Offi-
cer (Gradudates in Agriculture)

3. District Agricultural Officer.

Animal Husbandry
1. Live stock Inspector/Assistant

2. Veterinary Assistant Surgeons (Gra-
duates in Veterinary Science)

3, District Veterinary Officers/Live stock
Officers.

Forest Department
1. Forest Guards
2, Forester
3. Assistant Ranger
4. Ranger
5. District Forest Officer.
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SUBSIDIARY POINT 4%
PROFORMA  XVIIT

Norms for medicines and diet

(Rupess ner pailent per dayd

,/// T T T - day
.. Dfs:r;::
;fe?c‘:mg Head- Taluk henih Rural  Others
fosrials guarters hosphal Cenires Disrensaries
Hospitals 3 spensaries
—
W @ bl @ @ ©®
" B
\ Medicizes
In patients
Qut patients
p Diet
SUBSIDIARY POINT 46
PROFORMA XIX
Sizzas o

(Rs. Lakhs)
1971-72 19727 197372 19TLTE 19T 197&TT 197778
Accis, Accis, A, AcCis, Acmals Prel. B.E.
Acmeals
1 2 3 LS 3 & -

1. Ge1=-g! Administration—
Land revenue
{t) District administration
(c) Secretariat General Services
(d) Stationery and Priniing
(¢) Others (Please specify details)
1
)
3
TOTAL

. Justice and Jails—
(a) Administration of Justice
() Jails
(c) TOTAL

2

3. Police
. Primary education

~

. Medical znd public health—
{a) Expenditure on medicines
(by Expenditure on diet
(c) Oth -r expenditure
@) TOTAL

. Welfare of Scheduled Castes, Scheduled
Tribes and other Backward Classes.

“n

=y

GRAND TOTAL



-
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SUBSIDIARY pOINT 53
PROFORMA XX

State Government'y Inve:

Stute -
stments in Public Sector Undertakingg e §
T e wm T . Qg
S5 vestimentr gy o he o ‘ )
T e e e N
——— W72 197273 197374 WHAS 197596 grg 5 - o
T - T T e e S . - Lj‘ .
o ! 2 3 4 5 My
A, Non-Departmentnl i T TT— 7
1. State Electricity Board
2. State Road Transport Corporation
3. Other enterpriscs (Please indicate oich
enterprise scparately)
B. Departmental
1. Multipurpose River Valley Schenes
2. Major and mediam irrigation Projects
3. Flood Control Works
4. Others (Please indicate each enterprise
separately)
*Includes loan, capital outlay and cquity. T
SUBSIDIARY POINT 54 '
PROFORMA XX1
N State:\
Fipancial Results of State Electricity Boards/State Electricity Deptt,
(Details regarding receipts and expenditure on revenue and capital accounts)
(RS. Crores)

19702 1972773 197374 197475 197596 19767 19

Actuals Actuals  Actuals  Actuals  Actuals Prel.

BE.
Actua‘ls

T

s 6 3

1. (a) Block capital (at the beginning of
the year)—

(1) invested in completed works
(i) invested in works in progress
(i) TOTAL (i+1i)
(b) Capital base
2. Instailed Capacity (MW)—
(a) Steam
(b) Hydro
(©) Diesel
TOTAL
3. (giak demand (aggregate) (MW)—
@) Generation system
(b) Purchases
TOTAL
4. (}(;Z)wer (million KWhrs)—
| @) Generated
(i) Steam
i) Hydro
(iii) Dicsel
{iv) TOTAL
® Purchased
TAL
5_((;0\13 I:‘\,[U' (millic » K Whrs)
(a) Within the State
®) Outside the Staté -
© TOTAL R
—

e e— ©

—
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SUBSIDIARY POINT 66
PROFORMA XXIII

{as revised under letter No. 7FC 9(1)-Resr 77 dauted 13-10-77)

Details of contribution of other autonomwus State  cnlerprises

State .o

(Other than Eleciricity Board and Road Transport Corporation)

A. QOther Autonomoeus State Enterprises
1. Block Capital at the beginning of the year
(a) Government Sources -
(i) Equity
(ii) Loans
(b) Other Sources
(i) Equity
(i) Loans
(c) Accumulated reserves and surpluscs
2. Gross receipts
3. Working expenses
4, Interest payments
(a) To State Government
(b) To others
5. Transfer to depreciation fund
6. Other charges, il any, on currcnt revenues
7. Net profits (2—3 (0 6)
8. Corporation tax
9. Contribution to State revenues

10. Retained prolits inclusive of transfer to reserve funds

(7—8-9)
11. Opening balance
12, Closing balance

(Rs.

ANNEXURE I11.2
(Without, enclosures rcferred to in para 2)

Letter No, FC-21(1)-A/77 dated the 15th April, 1977,
from Shri V. B, Eswaran, Officer on Special Duty,
Ministry of Finance (Department of Economic Affairs)
to ¥Finance Secretaries of all States.

The Seventh Finance Commission is expecied to be
set up shortly. Under Article 280(3) of the Constiin
tion, the Commission would have to make recom:
mendations to the President as to.

(2) the distribution between the Union and the
States of the nct procesds of taxes whirh are
to be or may be, divided between them aud the
allocation between the States of the respectivz
shares of such proceeds; and

the principles which should govern the grants-

in-aid of the revenues of the States out of the
Consolidated Fund of India.

(b)

2. It would be an advantage if, in anticipation of the
appointment of the Commission, the State Govern-
ments take up the preparation of forecasts of their
revenucs and expenditures. [ enclose a set of pro-
formae for showing the revenue position of ihe State
in the past years and the forecast for the period to bc
covered by the recommendations of the Seventh
Finance Commission, Suitabls notes explaining the
basis of the projections for the [orecast period, may
be appended as indicated al the end of cach statement.
30 copies may kindly be sent to the Member Secretary
of the Commission s0 as to reach him within  two
months of the constitution of the Commission.

77777 B 7 Cl'()rcs)
1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 |g34_
Actuals Actuals Actuals Actuals Actuals Prelm, B'Z_-‘78

Actuals ’
TV 34 5 6 3
3.

Receipt of this communication
acknowledged.

1

may  hindly be

Hindi version will follow.

‘ ANNEXURLE 1113
(withowt enclosures referired to in raras 2 and 6)
Letter No, 7FC-21(1)-A/77 [ !
fron Syl G (1)-A/ dated the 7th July, 1977

. Eswaran, Member Sec i
o T s ther Secre ary, Finance
Commission to Finance Secretaries of all SIaEes.

in my d.o. letter No. FC.21(1}-A
3 - FC2I-AY

1977, from lpe Department o)
Mm'lstry of Finance, S ate Governments were requested
to take up the preparation of forzcasts ol their revenues

and expenditures in the prolormae enclosed with that
letter, and furnish them j

77 dated 15th April,
Economic  Affuirs,

oot to the Finance Commission
within two mondis of i stituti i i

i L 1¢ constitution of the Finance
Commission. ¢

2.

I am enclosing a co Fog residenti :
_an py of the Presidentia] Order
constituting the Seventh Finance Comumission.
3. l't will be seen that the Commission has been atked
to make recommendations as to ihe lollowing poinls;
havmg regard among others Ly the considerations set
out 1 para 5 of the Ordey :—

(a) The distribution between the Ilnion and the
States of the net proceeds of taxes which are 10
be, or may be, divided between them  under
Chapter 1 of Part X1l of the Cons itution and
the allocation between the States of their Tey
pective shares of such proceeds;



7The principles which should

id of the revenues ol thcgg:::s
Consolidated Fund of India and thy
paid 10 the States which are in need ¢
by way of grantsan-aid of their rev
Atticle 275 of the Consitution tor v
other than those specified in the pro -“‘@"pmc‘
clausc 1 of that Article, e o

I'he Commission has also bheen as
ges, il ANy, 10 be made in the pii
he distribution among the States o

the nct proceeds of any financial

duty in respect of property  other
tural land;

the grantg-
out ¢f the
Sumg to be
" assistance
cnues under

ked to sugges
neiples govern

year of estate
than ag.icul-

the nct proceeds in any financiaj year of

e . . lhc
additional cxcise duly leviable under the Addi-
tional Dutics and_ Lxcise (Goods of speceal im-
porlnnCC) Act, 1957, in re

_ placement o Sale
ax levied formerly by the Sta.e Gcl)\l;!:?ms\zll:t?
on cach ol the following commoditices, nameny
(1) cotion 1ab1.‘1cs; '(2) woollen fabrics; 3) laym;
or artificial silk fabrics; (4) sugar; and (§5)
tobacco including manulactured tobacco;

the grant to be made available to the &t
liecu of thc ax under the repealed
Passenger Fares Tax Act, 1957; und

i the grant to bc made available to the States on
account ol wealth-tax on agricultural property.

It is requested that the S.ate Governmeny may

ly send to the Commission Mcmoranda sctung out
icws on the abovementioned matters.

The Comm.ssion has also been asked to make an
sment of the non-Plan capital gap of .he States
. uniform and comparable basis for the 5 years
1g with 1983-84. For the assessment of non-Plan
al gaps ol the States the Commission will require
i the State Governments their forecast, year by
. of the es.imated reccipis and disbursements on
al account. The Commission will also necd
‘mation on the outstanding debt position as at the
of 1978-79. The information may Kindly be
ished in the protormae appended to this letter, wih
ble no.es explaining the basis of the projections
ie forecast in respect of each item of receipts and
wsemends. While furnishing these forecasts, the
» Government may also kindly indicate its views
he appropriateness of the classification as be.ween
and non-Plan of the differcnt items figuring under
tal receipts and disbursements.

se Commission shall be grateful to have Memo-
i containing the views of the State Government
ne debt posttion of the States, purpvses for which
s have been utilised, the cxisting terms of repay-
ts of various categories of Centra]l loans and the
sures which could be considered to deal with the
Plan capital gap.

Para 9 of the Presidential Order requires the Com-
ion to review the policy and arrangements in re-
' 1o the financing of relief expenditure by States
ted by natural calamities, and to suggest such
ifications thereof as may be appropriate. The
umission would appreciafc having a Memorandum
ng out the views of the State Government on this
er.

Thirty copies each of the Memoranda anq forc-.
s referred to in paragraphs 35, 7 and 8 of t}} s 1ett‘§:1
kindly be sent so as to reach the Commiss.on by
August, 1977.

ion is invi 'j s letter
Attention is invited to Shri K. N. Row's d.o. lct|
F.3(12)FCC/76 dated 3lst July, 1976, by, whlcl&
State Government was requcg;e‘d tplcgmpxll;eiatl;"
ish factual information on *Subsidiary oin

ales in
Railway

f States, It
ing to the finances and ecouomy of the
Id be appreciated if this information c?uld 16lt)§
:diled so as to reach the Commission by

ust, 1977.

Receipt of this letter may please be acknowledged.
li version will follow.
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e ANNEXURE [11.4
tter No. 7FC
Cron sia r«') JF(,.9(])-R¢\{77 dated the 26th July, 1977

. Eswaran, Member Secretary, Finance
Commission to Finance Secretaries of all Sta.es.
In making

contamed u»»z recommendaiions as to the matter;
Vﬂmnnmm‘\“ pra 4 ot the Presidential  Order, the
Provisions r.o;nr:‘r- alia has to take into acount such
reacnere ;\nl l cmolimen.s of Government employees,
specified d'\(tc ('m:\l hbody employees as obtaimng on 3
With rct‘crc'an\: tljc (,Inmn\mmnvdce_:m it proper, and
than in t'crmqtnrn. '\ijpmmc objective criteria rather
given effect to "\rcri'f“ Jnereases that might have been
adopt Tst lanuar |;_ Commission has  proposed 1o
cordingly,’ lhdy’ 7T as the date of reference.  Ac-

Y Ne  projectiony  yJ  pes-developmental
expenditure for 3§.44  should

. the year 19748-79 (o
;"nke nto account only scaley of ray, dearness aliow-
ce and other allowances ag on st January, 1977 1e.
g:f the basis of orders issued and implemented on or
X ore Ist January, 1977, Paragraph 4 of the Explana-
ory Note Appended to Statement HI of the Proforma
sent with my d.o. letter dated 15th April, 1977 from
the Ministry” of

! Finance (Department of Economic
Allairs) will stand modified to his extent.
2,

Your atlention is also irvited to Item VII (Points
Nos. 35 to 38) regarding revision of pay scales, dear-
ness al!owance etc., of the list of Subsidiary Points on
which information was called for in Shri K. N. Row's
d.o. letter dated 3ist July, 1976. The inlormaion in
regard to scales of pay etc., of employees may please
be lurnished on the basis of the orders issued and
implemented on or before Ist January, 1977. Any
revision in scales of pay, dearness allowance and other
allowances of the employees undertaken by the State
Government after Ist January, 1977 could be shown
scpara.ely together with the likely expenditure on this
account during a full year as also for the part of the
year in which these orders were issued. Four copies
of the orders issued and implemented on or after
1-1-1977 may also please be furnished. Intormation in
regard to the number of employees may be sent ac-
cording to the pay slabs indicated in the revised pro-
forma XA enclosed with this letier.

3. It would be of use to the Commission if you could
send 2 copies of the reports on the latest census of the
State Government employees, teachers, and employees
of local bodies and aided institutions, ihat might have
been conducted by the State Governmeni.

4. For purposes of its analysis, the Commission would
also be requiring the total expenditure incurred by the
State Governments on salaries and other allowances
of iis employees for each of the years from 1972-73
onwards. This may please be sent in the Proforma
No. XII-A.
5. 1 shall be grateful if you could also send 4 copies
of each of the orders issued by the State Government
during the years 1974-75 to 1977-78 regarding any bene-
fit by way of reductions, remissions or other conces-
sions in taxes, rates, tariffs ctc., with notes indicaling
the cost of each of these concessions in a full year and
also in part of the year during which these orders have
been issued and implemented.

6. For evaluating the returns and investment in indus-
trial and commercial enlerprises. the Commission would
be requiring balance sheets and prolit and loss accounts
for the last three years in respect of State Undertakings
having a turnover of Rs. 50 lakhs and above. You
may kindly arrange to send this to the Commission,
7. The Commission would also be requiring similar
information on cooperative insti.utions in the industrial
and commercial sectors including marketing. A list of
such institutions with a brief note on their activitics
and functions may also be sent. The balance sheets &
profit and loss accounts of the last three yecars of these
institutions may also please be sent.

8. The information referred to in para 1 may please

be sent so as to reach me by Jlst August, 1977, and

that called for in paras 2 to 7 may be turnished by
16th August, 1977,

9. Hindi version will follow.
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ANNEXURE 1115 (iv) Capacily of these jails.
Le rNeo TEC.7(7)-R (v) Aclual jail population for eacly of
 No. 7FC.7(7)-Res /77 dated the 10th August, 1977 e aion Lot cdch of oy
gum Shri V. B. Eswaran, Member Seurlclarl;'gu:?i’n :l:cc 1973-74 and comments regarding z:fjcyc",rs lig
ommission to Accountants Genernl of all S;ates. otherwise of available capucity, Yy o

. i ) (vi) Assessment ol standards of Ainte
Ng("égly refer to  Shri T. Rengachari's d.o. letter jails. ihtenang, o
ami 9-TAL/61-77, dated 26-7-1977, addressed to you

copy endorsed to me, regarding assistance to the

(vii) Number ol police slations in Metropoliy,
Commission in matters relating to State Finances.

in large cities and other urban centres, 5
urban and rural arcas, with ilVL‘rugc’ n g

2. The Seventh Finance Commission while making population covered by cach typ o "2l
g:selszcc[)kl:mmendatlons to the President is required to station, Py
€ resources of the State Govt. for the quin- (viii) Number of policemen, civil polj

. . nen, police ,
g::nmum,d _19719-80 to 1983-84. The State Government and other police lorces (industrial §f3.}?ﬁ,°“°~'
has _ixccor Ingly been requested to furnish year-wise cial investigation or prosecution branch-!hs ’

ctalls of budgetary receipts and expenditure for the ; e ori atistics i ; o t)
periods 1974-78 as well as the forecasts for 1978-79 to (ix) Basic crime Std“mcs. i metropolitun 163, lag,
1983-84. The Commission will have fo study the re- Clues and urban ateas, semi-urban ang '
sources position of the Stale in depth, with special re- areas, o servalions on trend§ thereot,
lerence to its fiscal management and policies, invest- (x) Assessment of adequacy of buildings for p,
ments in productive and commercial enterprises and poses of the Police in the State and the sy, o
returns therefrom, efficiency in tax and non-tax collec- thewr maintenance.
tions, recoveries of loans and interest from third parties (xi) The stren i rganisati

ar , gth and duties of the vrganisations jj
ways and means position, etc. the Home Guards, Gramrakshak Dals (or sixﬁ‘ie-

lar village/rural organisations of a part.lime o
whole-time nature with specific responsibiiy
and the expenditure incurred by the State Goy-
ernment on these organisation from 1973}

3. 1 am enclosing a copy of the list of subsidiary
points on which the State Government has been re-
quested to furnish information to the Commission. A
list of items, on which the Commission would like to

have information and your views by the 30th Septem- onwards,

ber, 1977 is enclosed. 2. 1 shall be grateful if the above information is sen
4. 1 shall also be grateful if you could also kindly to us by 7th November, 1977, at the latest.
arrange to send us two copies each of the Finance Ac-

counts, Appropriation Acounts and C.A.G.’s report for ANNEXURE 111.7

1973-74 and for the latest year for which they are D.O. letter No. 7 F.C.1(8)-Res/77, dated the Tth Octor
available. ber, 1977 from Shri M, R. Sivaraman, Dircctor, Financt

. . . Commission to Finance Secretaries of all States.
5. Receipt of this letter may kindly be acknowledged. )
To enable the Finance Commission to work oufa

ANNEXURE IlI1.6 complete picture of the total investmeats made by lhc‘

State  Governments in multi-purpose river vally

Letter No. 7FC.7(23)-Res/77 dated the 6th October, schemes, major and medium irrigation projecis, mmlt:r
1977 from Shri R, K. Dar, Joint Scoretary, Finance irrigation projects and flood control schemes, andafll;

returns therefrom by way of water rates, el othet

Commission fo Finance Secretaries of all Statcs. 1 : .
meeting the maintenance and repair charges

For the use of the Finqnce Colmmission, we need the establishment charges and interest on capital, 13\;‘0&r
following information urgently >— . request you to furnish the relevant m_[ormathgh ’
(i) Number of courts categorywise as in the State proformae enclosed for ecach year of the Fi L
(Civil, Criminal, Sessions etc.) — Magistrates, period and also for the next qulnguér}ﬂﬁugl- Sk
Judges, also the mumber of civil courts. this information, though being furnishe¢ oy e

i i T g - be ) d
. Its under some subsidiary points, may also be $15 o
(if) Assessment of age(g]laq;t&f b(;lflldri&%;és;nigu of for working out relevant results irom the irrigat

in the State an € € flood control projects in your State.

these buildings. " fumishtd

; : i isite informati kindly
of Jails — in total and of _different 2. The requisite information may
(iii) tI;;er:béIl'l bejails, district jails, central jails etc.) by the 25th October, 1977.
PROFORMA 1 o o
. . = to be 0]
= ose river projects (for which revenue account has been opemed or _
Returns from multi-purp before the end of 1983-84) g, LAK
(A) Irrigation projects (Excluding power projects & flood confrol portion) I ‘ia'.u_:;l!
T owige Tol o
-— T 137475 17576 1) 16277 1)77-78 1978-79 1779-80 1930-81 1981-82 1982:83 19838 ar
Accou- AcCoue . B.E. Bsti- Fore- ore- Fore= Fun?-< c;u-\’ —
nts nts mites cists  casts  casls  CAstS § 7175 ]
_— 2 3 4 5 § 7 8 T
1
(1) Rscieptsfrom irrigation projects
(i) Water rates o

f4i) Lund revenue dueto irrigation
(iii) Bstterment levy
(iy) Sale of land
(v) Revenue leviod
local bodics
(yi) Other receipls -
Total receipts (i) to (vi)

air
. q1inteninee ,;ml rep
(2) Qozritio b I'X'N“m;ling grants o

u:rlrgc;(l&. \l)ﬂCIU
1pcal bodies Plzm)
i - aarpvement  (noa-Pl
(3) Sx'ssion and im
account ‘

(i) On revenue -
(ii) On capital accoun!
/-—-___

and collgeted by
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_’————_‘\\2\”“ nFORMA | VS
_—

’__—_T-—\\ l‘ —

(‘/)()( her working expensog ‘\1‘_ 3 e 12 13

(s) Toral working expenses (2) 1o 4)

coipts (without yaking §
(6) Net reed! ) ——
count interest on eapita
preciation (1—5) and des
(7) Interosf on capital
(i) On completed works
(ii) On continuing worky

(%) Dopreciation provision, ﬂ'any
(9 Net receipts [1—(5 +7+8))

Total capital invested upto the ¢
m g|l‘|hc year e end
(i) On completed works (*)
(ii) On works in progress
11) Rate'of net rewurn on investment
(percenlage)

i) Net of working eXpenses wit
( interest and depreciation hout

ii) Net of working expenses, int

( and depreciation »nterest,

1) lrrigation potential created (thousand
hectares)

1) Gross areg ircigited (thousand hectares)
t) Net area_ irrigated by Govt. sources
(;firngatxon(ooo hectares) v
(a) Canals
(b) Tube walls, ete. in command area

i) Annual normal demand by way of
waiter rates and betterment levy,

7) Dzmind ouatstanding for collection
at the end of the year
Foor Nore : (1) Wlxere. water rates are not levied separately, indicate the amount attributable to irrigation.
(#) Including that on maintenance of head works. .
(®) This should take into account completed stages of the projects. e

PROFORMA 11
Multi-purpose river projects
(B) Flood control projects/works
. ) (Rs.lakhs)

1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 1981-82 1982-83 1983-84 Total 1979-t4
Accoun- Accou- R.E. B.E. Bsti~ Fore- Fore- Fore- , Fore- Fore- [Level expectce
mates cast cast cast cast cast

ts nts
2 3 4 5 § 7 8 9 10 n 12 13

) Receipts
) Expenditure on oberation, maintenance
and repairs

) Extension and improvement (Non-Plan)

(i) On revenue account

(ii) On capital account, if any R .
) Other working expenses
) Net receipts {1 __(24-3+4)] .

) Interest on capital
(i) On completed works

(ii) On works in progress
) Depreciation

(8) Net receipts after meeting working
exp2ascs, interest and depreciation

9) Total capital invested upto the end
.of ¢he year
(i) On completed works
(ii) On works in progress '

)) Rate of net return on investment

(percentage)
(i} Net of \gavorking expenses
(ii) Net of working expenses, intorest
& depreciation
11) Maintenance cost as % of total
capital invested . . . o . ,
12) Length of embankments (K.ms.) o
13) Avcrage maintenance cost per k.m. (R!-) — : : i " - : - . .
atenance of head works. o

* Including that on mai
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" Calcutta.

 Shri Bhardwaj, R. K,

. Prof.

. Bhurtiya Depressed Classes

. Prof. Bhaia, H. L.,

. Shri

. Shri Chaturanan Mishra,

. Department of Lconomics,

- Federation of Karnutuka Ch.mbers of

ANNLEXURE V
jndividuals and org:-n.ations wio furnished Mamorandu (o the Commission

Commitice of Stale bmployces, Workers
/\"‘i‘-’;]'vlcllcls of Assam, Gauhati.
Ci .
At yusak Sansthan, Ranchi.
3 .
. ,»\dlf Ahameds Lo M.L.A., on behalf of Kerala
5'7]"2 Muslim League.
‘j\‘;]mcdubad Mill Owners’ Association, Ahmeda-
d. )
;3“ Utkal Primary Teachers’ Fedcration, Cuttak.

nal Kumar Mukhopadhyay, General Scere-

: 3:) Council for Political Studies, Calcutta.

shri Atish Chandra Sinha, M.L.A., Wcsi Bengal.
hri Badri Singh, Secrctary. Siate Development

- fmgatlon and Flood Control Samuti, Patna.

shri Barua, K. (., LA.S, (Retired), Gauhati.

Bengal Chamber of Commerce & Irdustry,
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ANNEXURE Y 5
Revenue from Income-tax, Corporation Tax collections and Union Surcharge, 1952-53 to 197s.7¢

(Rs. crores)
Tncmoe-tax Union Sur- Corporatioy
Year Collections charges collectigng ax
(inclusive o

Uion surcharge)

€)) &) 3 . @
Te—

1952-53 143.2 6.1 43 .8
1953-54 124.2 4.9 41.6
1954-55 123.2 5.0 37.3
1 i-56 132.0 5.0 37.1
1 57 {51.2 5.6 51.2
1»07-58 161.6 6.9 56.1
1958-59 172.8 8.4 5+.3
1959-60 149.2 8.3 105%.5
1960-61 168.7 5.7 1.7
1961-62 161.0 5.1 160.3
1952-63 137.4 5.5 220.1¢
1963-64 245.6 14.9 287.3
1964-65 266.9 12.6 313.6
1965-66 271.9 7.1 3)4.8
1966-67 306.3 8.2 330.8
1967-68 325.9 9.3 310.5
1968-69 . 378.5 1.1 2.8
1969-70 448 .4 18.2 353.4
1970-71 473 .2 12.3 370.5
1971-72 534 .4 27.3 4721
1972-73 625.5 34.7 537.9
{97274 74} .4 42.9 587.6
1974-75 878.3 47.6 709.5
1975-76 1214 .4 62.7 861.7

-
3> IRCE : Combinzd Finance and Revenue Accounts and Finance Accounts.
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