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CHAPTER! 

INTRODUCTION 

1.1 This Finance Commission, the ninth since the 
commencement al the Constitution, was constituted by the 
President by hisOrder(SONo.581 (E) dated the 17th June, 1987), 
which is reproduced below:-

"ln pursuance of the provisions of article 280 of Iha 
Constitution of India, and of the Finance Commission 
(Miscellaneous Provisions) Act, 1951 (33 of 1951), the 
President is pleased to constitute a Finance Commission 
consisting of Shri N.K.P. Salve, Member of Parliament, as the 
Chairman and the following four other Members, namely:-

1. Shri Justice Abdus Sattar Qureshi, 
Judge, Gujarat High Court - Member 

2. Dr.Raja J. Chelliah, 
Member, Planning Commission - Member 

3. Shri Lal Thanhawla 
Former Chief Minister of Mizoram. - Member 

4. Shri MaheshPrasad - Member Secretary 

2. The Chairman and the other Members of the 
Commission shall hold office from the date on which they 
respectively assume office upto the 30th day of June, 
1989. 

3. The Commission shall make recommendations as to 
the following matters:-

(a) the distribution between the Union and the States of the 
net proceeds of taxes whicharetobe,ormaybe,divided 
between them under Chapter I of Part XII of the 
Constitution and the allocation between the States of the 
respective shares of such proceeds; 

(b) the principles which should govern the grants-in-aid of 
the revenues of the States out of the Consolidated Fund 
of India and the sums to be paid to the States which are in 
need of assistance by way of grants-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. 
4. In making Its recommendations, the Commission 

shall-

(1) adopt a normative approach In assessing the 
receipts and expenditures on the revenue account 
of the States and the Centre and, in doing so, keep 
In view the special problems of each State, tt any, 
and the special requirements of the Centre such as 
defence, security, debt servicing and other 
committed expenditure or llabllltles; 

(A) have due regardtotheneedforprovidingadequate 
Incentives for better resource mobilisation and 
financial discipline as well as closer linking of 
expenditure and revenue-raising decisions; 

(Ill) take Into aocaunt the need for speed, efficiency and 
effectiveness of Gdvernment functioning and of 
delivery systems for Government· programmes; 
and 

(Iv) keep in vie~ the objective of not only balancing the 
receipts and expenditure on revenue account of 
both the States and the Centre, but also generating 
surpluses for capital Investment. 

5. The Commission may suggest changes, tt any, to be 
made In the principles governing the distribution among the 
States of -

(a) the net proceeds in any financial year of the 
addltional duties of excise leviable under the 
Addltional Duties of Excise (Goods of Special 
Importance) Act, 1957 (58 of 1957), and 

(b) the grants to be made available to the States in lieu 
of the tax under the repealed Railway Passenger 
Fares Tax Act, 1957 (25 of 1957). 

6. In making Its recommendations on the various 
matters aforesaid, the Commission shall adopt the 
population figures of 1971 in all cases where population is 
regarded as a factor for determination of devolution of taxes 
and duties and grants-In-aid. 

7, The Commission may examine the feasibillty of the 
merger al ad~ltional duties of excise in lieu al sales tax with 
basic duties of excise and evolve a suitable formula for 
allocating a part of the duties of excise in respect of the goods 
described in column (3)ofthe First Schedule to the Addltional 
Dutlesof Excise(Goodsof Special lmportanca)Act, 1957 (58 
of 1957) for distribution among the States, in lieu of sales 
tax. • 

8. The Commission may make an assessment of the 
debt position of the States as on the 31st day of March, 1989 
and suggest such corrective m~asures as deemed 
necessary keeping in view the financial requirements of the 
Centre. The corrective measures will be with particular 
reference to investments made in infrastructure projects and 
shall have linkage with improvements In financial and 
managerial efficiency. 

9. The Commission may review the policy and 
arrangements In regard to the financing of relief expenditure 
by the States affected by natural calamlties and suggest such 
modttications as It considers appropriate, in the existing 
arrangements, having regard, among other considerations, 
to the need for avoidance of wasteful expenditure. The 
Commission. may examine, inter-alia,. the feasibillty of 
establishing a national Insurance fund to which the State 
Governments may contribute a percentage of their revenue 
receipts. 

10- On the matters aforesaid, the Commission shall 
make two reports, the first report covering a period of one 
year commencing on the 1st day of April, 1989, by the 30th 
June, 1988, and the second report covering a period of five 
years commencing on the 1st day of April, 1990, by the 30th 
June, 1989. 

11. The Commission shall indicate the basis on which It 
has arrived at the findings and make available the State-wise 
estimates of receipts and expenditures.• 
1.2 On his taking over as ChiefMlnislerofMlzoramShrilal 

Thanhawla resigned his meml>arship of the Commission and his 
resignation was accepted by the President with effect from the 
24th day of January, 1989_ Shri S. Venkltaramanan, Adviser to the 
Prima Minister, was appointed as a Member of the Commission, 
In place of Shri Lal Thanhawla, vlda the President's Order of the 
3rd May, 1989. Shri S. Venkltaramanan resigned his membership 
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of the Commission on his appointment as Adviser to the Governor 
of Kamataka. On his appointment as Secretary, Ministry of 
Environment and Foreats, Shri Mahesh Prasad resigned his 
membership of the Commission and Shri K.V.R. Nair was 
appointed the Member Secretary of th• Commission from the 
13th July, 1989. Shrl R. Kelshlng, former Chief Minister of 
Manipur, assumed charge as part-time Member of the 
Commission on Saturday the 25th November, 1989. 

1.3 Shrl N.K.P. Salve, Chairman, and Dr. RajaJ. Chelllah, 
Member, continued kl render part-time service. Shrl Juatlce A.S. 
Qureshi, Member, rendered part-time service upto the 3rd 
Auguat, 1989, wherealter ha became a lull-time Member. 

1.4 Paragraph 10 of the Order dated 17th June, 1987, 
required the Commission to make two reports, the first report 
covering a parlod of one year commencing on the 1st day of April, 
t 989, and the second report covering a period of llva yeara 

• commencing on the 1st day ol April, 1990. The President having 
accepted our requaat to extend the date for its submission lo 31st 
July, 1988, our first report for 1989-90 was preNnted to the 
Prellident on 29th July, 1988. Although the work on both th• 
rep,rts was taken up concurrently, It was possible to attend to th• 
major. issuN and undertake the detailed exercises relating to the 
second report only alter th• presentation of the first report. A 
review of the progress of work med• by us In April/May, 1989, 
convinced ua that R would not be possible to submit the second 
report by 30th June, 1989. We sought extension of time upto 31st 
December, 1989. Our request was accepted by the President In 
his Ord11r dated 13th June, 1989. This Order is reproduced In 
Annexure l1. 

1.5 The Commission attached great Importance to its 
detailed Interaction with the Stale Govemmenta. The 
Commission further felt that It would benefit from consultations 
with experts In the llelda of public finance and economlllrlcs. A 
meeting was held on 241h February, 1988, at New Del hi with some 
eminent economists and econometricians (list in Annaxure 1.2). 
This was folowed by anolh.er meeting on 22nd April, 1988, wilh 
the State Finance s-atarles and Nlpl'M8ntalivas of the Union 
Finance Ministry In which (lllrtain conceptual and methodological 
issues relating to the normative ..... sment of ,-1p19 and 
expenditures for the period . 1990-95 were discussed. The 
Chairman wrote to aN th• State Chlef.Mlnillers and some eminent 
economists (11st In Annexure 1.3) on 11th November, 1988, 
requesllng them for their views and suggestions about th• 
f-lbllily of formulating a suilable composite Index of 
backwardneaa. With a view to bringing greater clarity on some of 
these issuas, mNlings were held with economists and experts on 
231dJune, 1989, (listTnAnnuure l.4)and 16th October, 1989, 01st 
In Annexure 1.5). We also convened an all-Stale Flnanoe 
Ministers' mNI at New Delhi on 241h July, 1989, to Involve them In 
the examination of some of th ... Important isllln and to Nak 
their advice and guidance beloreflnallsing our views. WethankaN 
those who replied to our letters and attended these IIINlings and 
willingly gave us their valuable advice. 

1.1 WhHe moll of the exercises were done in-house, some 
studies were also commissioned. The National lnatiluta of Public 
Finance and Polley, New Delhi, submitted Iha r81Uits of the atlldy 
assigned lo a by the Commission on "Estimation of Relative 
Taxable CapacillN of the States" using the "R!!Pf888ntaliva Tax 
System Approach". Prof. B.B. Bhattacharya of the Institute of 
Economic Growth, Delhi, who was engaged as a Con•u•ant, 
gave hie report on governm•nt borrowing with apaclal reference 
kl Stain' lndeiltadneaa to the Cantre. The inatltuta of Pubic 
Entarprilaa; I lyderabad, undertook a lllidy for ua on the 
invastments made by the Stale Govarnmanta In the varloua Stale 
Pubic Entarprilaa and their financial performaMN, The Nallbnal 
lnstlut• of Urban Affairs prepared for us a report on Munlcfpal 
NIVicas and Munlclflal ~ 

1.7 The Commlasionwasabletovishlmoatallthe$talnat 
least once during b entire term. excapt Mizoram, Nagaland, 

Sikkim and T...,ura (Annexure 1.6). Wa had programmed a vial to 
Sikkim on 20th arid 21st September, 1989. The Commission, 
however, could not procaed beyond Slllgurl, daspla al la-effort, 
becausa of Inclement weather In Slddm and land-elidasf8n route 
to Gllngtok. 'The Chief Ministers of T...,ura, Mlzoram and 
Nagaland were kind enough to make k convenient kl Yisft Delhi 
and have cletailed discussion• with the Commlasion on the 8th, 
17'111 and 29th November, 1989, respectively. We found vlalta kl 
the Stain of Immense value specially becauN of the open and 
free discussions wilh th• State Chief Ministers, their Cabinet 
collaagUM and olflclals. During th- vlaits the Stale 
Governmanta also arranged soma field vlalta and we could avail 
of the opportunity kl gain first hand kl-'edge of the gniund 
condition• and olher factors affecllng delvery of social and 
economic NIVicas and consequently expenditure Meda of. the 
State. These dlacualons and vlails enabled ua to h- a b9ller 
understanding and appreciation of the problems of the 8tatN. 
.IJurlng thNe vlalta kl the Stain, Iha Commission also had some 
very UH!ul mNtlngs wilh Laadars of the Oppolllon, Members 61 
Parlament, Members of Stale Laglalatures, represanlllllvae from 
Chambers of Commerce and lnduatrY, AssoclllllD"II and 
Federatlona of State EmployeN, economr.t. and other emlnent 
pereonelftles. We are grateful kl al the Stala Governments we 
vialed for having macla meticulous arrangements for our visits 
and for the cooperation extended by them In lul meaure lo the 
Commission and Ila secretariat. We • deaply regret the 
lnconvenl- caused to some of the Stain when the 
programme of our vlllt had to be called pl! more than once at lholt 
nottce, Invariably for reasons beyond our control 

1.1 The Commission had useful rounds of dlsol•r wilh • 
thes-atarles lnchargaofvarlouaMlnistrleland Departmenlaol 
the Government of India (AMexure I. 7). Thia gaw ua valuable 
lnelghtlnrothapercaplionaoltheGowtrnmentaflnclaon-' 
issUM having ■ bearing on !he -of the Cantre .• 

1.1 N. our requaat,the Cornplroller and AudlorGentril of 
India Issued lnstrucliona to al the Stale Acoou~ .lo 
rendenuch mist■nce•- requlredbl'usintheaiur-.alour 
work. The State Accountanta-Ganer■I coopei 1118d lnlul m­
and aupplled the required Information and clarfltcallonl. W. 
record ow appiaclatlon for the NIVicas randered to the 
Commlialon. We would also likll to thank lour eminent jurflts, 
namely, Shrl N.A. Palkhivala, Shrl K.K. Vtilugapal, Shrl A.G. 
Noorani and Prof. B. Errabbl, whomweconsultedto-'alnthe 
lmpllcatlons and soope of Arllclea 275 and 282 al the 
Conatllution. • 

1.10 Wa would Ilk• to acknowledge the alfialanl and 
palnllaklng work put In by the officers and members of our 111111. 
The IAlnnl of reference of our Commission were far wider than 
thoH al any prevloua Commission and we had ID Nlffll two 
Hparate reports relating kl two separate parloda. Allthlscalledlor 
greaterallortandworkonthepartofow ■-etarfat•wlumlnoua 
data and Information had kl be colected and studies condltclad. 
(The 1111 of the n■rnM and the dasignatlon of oflicerl who 
conlllluted our ucretarfat la given In Annaxure LB). 

1.11 The Commission is thankful to the Nallon■l lnlormatioa 
Cantre which provldedthecomputarfacllltles lntheCommisslon'a 
office. This faclH■laff,the handing and an lndeplh·■nalyas of the 
mass of date comphd by the Commlaslon. 

1.12 It la not posalbla to give the n-of al tllllM In our 
Secnt.iat who worked and contrlluled to the oor:.pletloi: J:JI the 
t■lk ■ealgned to us. We arefully ■waraalthe il!rl9houl■ pll In bl' 
them and several tlmM, atconalclarable person.i ,_.~....,. 
to thamHlvM. We thank the Suparlmiiifenl. Progrmnme 
Asslalanta, Economic investigators, T-="nlc■I Au1a1an1a. 
Personal Aseistanta, Stenographers, Typiata and ~for their 
cooperation and ~ extended kl us In lull_.. Each al .. 
would also liklltoaddthalourparson■lull peilormeclthelrdullas 
to our entire satlalacllon. 



CHAPTER II 

THE APPROACH OF THE COMMISSION FOR THE PERIOD 1990-95 
·2.1 -lrl'outllning the appoach we proposed to adopt In the 

linlt report for 1989-90, we had referred to the nature of the federal 
finance problem'/. We had also Indicated that an adequate 
volume of ■ssislance lnlheforrn of federal transfers must be made 
avaHable lo the Slates In Iha light oflhe respective responalbilltlas 
■ssigned lo them and lh• Union (;overnment under the 
Conalltutlon. The principles nonetheless upon which lhe transfers 
are effected must be such u to ensure that the linking of revenue 
and upendlture decisions and fiscal responslblllty are not unduly 
weakened and that higher levels of expenditure than what is lo be 
provided for on lhe basis ol national criteria would have lo be met 
OUlof lhe ellorta of the government concerned. In this connection, 
we had quoted, with approval, lhe observation of the First Finance 
Commlulon : "The method of extending financial assistance 
should be such u lo avoid any suggestion that the Central 
Gqvernment have taken upon themselves the responsibility for 
helping Iha Slates lo balance their budgets from year to year 
(p.97). Th■ federal transfers must, however, be adequate in lhe 
context of legitimate budgetary needs of the States while belng 
full and fair to minimise the vertical and horizontal imbalance 
within lhe cionllnn .of available resources. 

. U In fashioning our approach In the report lorlhe period 
1990-95, we have, In line with lhe above, kept in view two basic 
prlncipl■s: (a) a fair apportionment of revenue resources between 
Iha Ctnlre and the Slates, given their constltutional 
re1POft8llillli■e and the overall limltatlon of resources; and (b) the 
mannllt' of lranafer ol resources lo be such as lo preserve fiscal 
.autonomy of.Iha Slain and lo promote fiscal responsibility on the 
part .. of .both -~ -Centre and the States. Central transfers 
lnYltltiblylnllQlffqwl!lions of·inler-State equity and such equity 
Cflll 11■ • iltalnad ln ~-~- of federal transfers only ff fiscal 
pruil■nce; tax effort and growth impulses are not penalised. 

: . 2.3 Apartlrom lhase basic considerations, our approach has 
bnn Influenced also by Iha steadily deteriorating fiscal scenario 
In th■ country. The trends In Central and State finances on 
revenue account (with which we are primarily concerned) are 
d•tcrlbed In Appendix 3 and the figures of reven.ue receipts and 
revenue expenditures are presented In Annexure 11.1; trends in 
revenue llelicllflsurpluses are given in Annexure 11.2. It Is 
~lcect that at both lh• Central and Slate levels, revenue 
axp■ndlturu have been growing faster than revenue rqipts. 
--Qwr th• Pllf'lod 1974-75 lo 1986-87, while the revenue '!""'~Pl 
.Iha Union Government grew at 14.4 par cent per annum, its 
revenue upend•urn ~ at 16.8 per cent;overthe eame period, 
Iha revenue expenditures of the Slates grew at 17.1 per cent, •nd 
lh■lrr■venu■ rece~ ata low!lr rate of 15.7 percent. As a result of 
lhegapbatweentherataaolgrowthofrecelP-tsandexpendltures, 
~ the latter being ~lgher, revenue deficits nave emerged. Tjle 
Central Government lias'!laan Incurring a revenue deficit In all the 
y■1r1 since 1979-80, and ihe States as a wholit since 1984-85 
(except for 1985-66). The reve)lue deficit of the Centre has_ been 
continuously lncreash)g since 1981-82; the revenue surplus of the 
Slat■a u a whole started declining from the same year, 1111d since 
198&-87, th■ Slates as a whole have also been incurring a revenue 
dellcft which la aslimatad lo have risen to Rs. 4,451 crore In 
I98t-8Q. In lhat year, the revenue deficit . of the Cantre is 
budgeted.at Rs. 7,012 crore. The total estimated revenue deficit of 
Iha Centre and the States In the year 1988-89 .would thus be 
aiound 3.9 per c,nt of GDF. • 

2A The Incurring of revenue deficits on a large scale year 
attar year lrnpllff an Infraction of one of Iha fundamental 
prlnelplllof lOUnd public finance in •ny econ'omy, particularly in a 
da-ialoplng economy. A large revenue deficit impliasdlssavlng on 
govamm.nt aocount (dhoughthe amountof dlBSaving according 

' Flntllllpotlof,,_ Ninlh F...,,.. Commiaaion (July 1988), Chapter/I, 
_.2.,-2.1 
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lo national accounting maybe somewhat different from the figure 
of revenue deficit) and the use of the savlngsoflha other domestic 
sectors or savings borrowed from abroad for financing 
government's consumption expenditure. In fact, an important 
principle of fiscal policy enunciated at the very beginning of the 
planning era was that there should be positive and rising savings 
on government account, I.e., increasing surplus In the revenue 
budget in order thal government also could contribute lo raising 
the rate of savings In the economy. Thus, the First Plan stated • 
...... public savings, as distinguished from private savings, 
personal or corporate, must be developed steadily. The financing 
of investment through public savings would help lo ensure a 
pattern of development in consonance with accepted social 
criteria" (pp. 4I:.i2). The very principle was reiterated In the 
docurnent of the Second Plan. The massive Increases in taxation 
Iha! have bean brought about through successive Plans ware 
intended lo implement the above-mentioned principle of financing 
a part of public investment through the creation of revenue 
surpluses. However, we note thal the principle has been 
gradually eroded by allowing revenue expenditures lo grow faster 
than revenue receipts in spite of the steadily incraasiog tax 
ratio. 

2.5 Another related disquieting feature of recent public 
finances in India Is the rapidly growing public debt. A large part of 
investment by departmental and non-departmental enterprises 
financed by the government did notyield sufficient returns but in 
fact resulted in losses'/. In addition, the practice of the 
government taking over loss-making private enterprises to 
prevent their closure and then financing them through pUbllc 
borrowing, the growing revenue deficits and the non-recovery of a 
substantial part of loans to public enterprises and others on which 
even interest is often nol collected have together lad lo an 

alarmingly rapid growth of public debt, especlaUy In recent years. 
And In the process tt the social objectives have been served at all, 
the cost has been highly disproportionate. Annexure 11.3 shows 
the growth oflhe public debt in India. The total debt oflhe Central 
Government (internal and external) has grown from Rs. 19,193 
crora on 31st March, 1971, to Rs. 2,28,241 crore on 31st March, 1989 
(R.E. ); It is expect ad lo rise to Rs. 2,59, 729 crore by Iha end of 
1989-90 (B.E.).' Of this, Rs. 2,31,692 crorewould constitute internal 
debt. The indebtedness of lhe States ~as increased from only Rs. 
8,749 crore as on 3Is1 March, 1971, lo Rs. 91,053 crore by 31st 
March, 1989 (R.E.). This IOlal includes Rs. 55,538 crore of loans 
110111 the Centre. Excluding this, the combined indebtedness of 
the Centre and the States amounted to Rs. 2;63, 758crore at lhe 
end of .1988-89. Since 1984-85, the debts have been growing 
rapidly. In the last few years, they have been.growing at the rate of 
Rs. 35,000 io 40,000 crore per year .. The ratio of public debt lo 
GDP which stood at 48.9 per cent on 31st March, 1981, rose to 
54.9 percent on 31st March 1985, and iustimalad to have risen 
lo 76.9 per cant on 31st March, 19.89. 

2.6 As a result of the growth of debt on the one hand and 
Inadequate returns from the use of the borrowings on 1ha lllher, 
the burden of interest payments on the budget has naturally been 
rising. Between 1974-75 and 1986-67, Interest payments 
increased at 16.9 percent per annum In the case of lhe States and 
at 20.9 per cent in the case of the Centre. (The debt ol lhe States 
has been growing at 15.4 per cenl per !lnnum and that of the 
Centre al 18.9 per cent.) As of 1988-89, net Interest payments 
constituted 30.4 percent of nel borrowings lorlhe Slate• and 37.4 
per cent for the Centre. In 1989-90, Iha proportion of net interest 

• We polnll>dout in Iha Rrst report of the 'Commillion lhatlha ralt of""""' 
afler taK on the capital of Ra. 51,931 crora inwsted in Central public 
an1er,i,1,e, (cow,ad by Iha Public EnterpriMs Sutwy/ by the lt1d of 
1966-81amountedon~ID3.4peroantandifthepetmleum _ _,. 
axcluded, the ral8 of t'(lflJm was n1111atve. 11111 performenoa of public 
enltrprisas at the Stale /eve/ was much wons. 
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payments lo net borrowings at the Centre Is estimated to amount 
to 48.5 per cent. The vicious circle of excessive growth In revenue 
expenditure, meagre or negative returns from public enterprises, 
growing revenue deficit and large scale public borrowing resulting 
in a massive rise In Interest burden and in tum, accentuating the 
revenue deficit leading lo higher borrowing, must be broken. The 
first task. must, therefore, be lo restore balance in the revenue 
budget. The suggestion conteined in one of the term sol reference 
given lo the Commission, that the Commission should 'keep in 
vi- the objective of not only balancing the receipts and 
expenditure on revenue account of both the States and the 
Centre, but also generating surpluses for capltal investment• Is In 
line with this objective. As rightly pointed out In the Second Five 
Year Plan document, once expenditure is class Hied as revenue 
and capltal Items, revenue resources must be found to meet the 
recurrent needs. In our system where Finance Commissions 
appointed every five years recommend appropriate revenue 
transfers lo States, large and continuing revenue deficits are 
indefensible either on principle or on practical grounds. 

2.7 The tasks of the Commission have lo be approached 
against the backdrop of phasing out the revenue deficits. This 
means that not only the growth of revenue expenditures that we 
postulate must be governed by the feasible rate of growth of 
revenues but also the manner in which Centre-State financial 
relations are moulded by the recommendations of the 
Commission should provide incentives, to the extent possible, for 
each government to make attempts to move towards a more 
healthy fiscal situation. 

2.8 The problem of Central transfers to States cannot be 
looked upon merely as a matter of the Centre versus the States 
and/or largely as a question of which level gets more. Basic 
principles of inter-State equity, fiscal responsibillty and efficiency 
in the use of resources are also involved. As we indicated earlier, 
the manner of transfer of resources should not tend to weaken. 
fiscal responsibility and should ensure inter-State equity, i.e .. the 
genuine basic needs of all the States should betaken into account 
along with differences in taxable capacity. Once assistance is 
granted on such a basis, It would be the responsibility of each 
government to balance Its revenue budget. 

2.9 To sum up, the basic objectives underiying the 
Commission's approach and methodology are : (a) phasing out 
the revenue deficit of the Centre and the States in such a manner 
that the deficit is reduced to zero or a relatively small figure by 
March 31, 1995; (b) equity in the distribution of fiscal resources 
both vertically and horizontally; and (c) promotion of fiscal 
discipline and efficiency in the utilisation of resources. 

2.10 The implementation of these principles has naturally 
led us to the normative approach according to which •needs" and 
"capacities• of different governments are assessed normatively 
and such normative assessments are then taken as the basis for 
determining the volume and pattern of federal transfers. This is 
the first basic departure this Commission made from the practice 
of the previous Commissions. We indicated in the first report that 
in respect of the live-year period (1990-95), we shall not take for 
granted the base year figures either on the receipts or on the 
expenditure side as the "right" figures on which to proceed. We 
also indicated the basic considerations governing the normative 
approach. The relevant passage may be quoted here for 
convenience : 

"First, the distribution of revenues between the Centre and 
the States must be made in such a way that the two layers of 
government are enabled to fuHil their respective obligations 
satisfactorily as enjoined in the Constitution. The norms 
applied should not be discriminatory as between the Centre 
and the States. Second, the distribution of revenues among 

the States should be equltable so that every.State is enabled 
over lime to provide a specified minimum standard of basic 
public services. That is, the States with less capacity should 
be able to improve their relative standards in respect of 
essential services. Third, the assessment of revenues and 

expenditures should be done in such a manner that 
incentives for greater revenue effort and economy in 
spending are not curtailed. Fourth, the States should be fraa 
to provide more public services and defray their costs 
through additional levies on their respective citizens. Finally, 
Iha norms adopted should be consistent with our overall 
objective of balancing the revenue accounts of Iha Centre 
ani:I the States• (paragraph 2.35). 

--2.11 H the Commission's labours ara to result in a rapid 
movement towards the restoration of balance in the revenue 
budgets of the Centre and the States, It becomes necessary to 
consider the revenue budget as a whole comprising the non-Plan 
and Plan parts. This is the second basic departure this 
Commission thought flt to make. Our approach here is in keeping 
with the terms of reference and is in full conformity with the 
constltutional position regarding the scope of work of the Finance 
Commission. While thus determining the area of our work, we 
have kept in view the tradltlonal and Important role played by the 
Planning Commission and the arrangements that have been 
established, on the basis of consensus in the National 
Development Council, for financing the revenue and capital plans 
of the States in an integrated manner. We have attempted to work­
out an approach which, while enabling us to perform our 
legltimate constltutional role, would not prove detrimental to Iha 
planning process or to the role played by the Planning 
Commission in that process. 

2.12 _ The normative approach must be applied as milch to 
the assessment of Central receipts and expenditures as to that of 
State receipts and expenditures. Whatever norms are chosen 
must be applied with the same degree of rigidity In both cases. But 
the norms themselves cannot be' unttorm or identical. This Is 
because in the distribution of transfers from the Centre among Iha 
States, questions of inter-State equity and the apportionment of 
burdens and benefits among the taxpayers of the different States 
are involved, whereas intha apportionment of revenue resources 
between the Centre and the States, the interests of two different 
groups of taxpayers are not involved. What needs to be 
considered is rather the question whether the relative levels of 
revenues raised by the Centre and the States are commensurate 
with the distribution of taxing powers under the Constitution and 
what could be the total combined tax intake that would be 
adequate and afso acceptable to the people. On the expenditure 
side again, the average cannot be used as a norm for the Centre 
as can be done in assessing the relative needs of tha States, 
because the services provided by the Centre ara in most cases 
different from those provided by the States; hence, a broad 
judgement has to be exercised regarding the justHiabillty of the 
existing levels of Central expenditure, and the system of transfers 
must contain elements which would induce the Centratoexarcise 
economy in Its expenditure and to restrain its growth. 

2.13 The principles and methodology of the normative 
assessment of tax revenues and non-Plan revenue expenditures 
of the State Governments are detailed in Appendices 4 and 5 
respectively. 

2.14 Briefly, on the revenue side, normative estimates have 
been derived separately for tax and non-tax revenues. In respect 
of taxes, a modttied representative tax system approach has been 
applied, in order to determine what a particular State would be 
able to raise by way of tax revenue, had it explolted Its tax bases to 
an average extent. Such "taxcapacity"figures have been derived 
for a base year"/ and are then projected to the year 1989-90. As 
regards non-tax revenues, while actuals have been used in the 
case of fees and user charges, in the case of qividends and 
interest to be received by the government, normative rates of 
return have been used. Thus, total normative estimates of 
revenue are arrived at for the year 1989-90. 

2.15 As in the case of revenues, in regard to a substantial 
part of non-Plan revenue expenditures, the average behaviour 
has been taken as the norm. Thus, the normative estimates, 
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which may be called iha expenditure needs", in the case of 
general services, have bean defined as the jus!Wiable costs of 
providing an average standard Qf service. In respect of social and 
economic services, needs.are taken to be the justffiable costs of 
providing the existing lave! of services. Hara, justHiable costs are 
also based on the norm of an average but with due allowance for 
what may be called "cost dlsabillty" factors""/. In regard to 
expenditure on Iha maintenance of assots, engineering norms 
have been applied in a graded scale as111mlng that the full norms 
will come into operation in the last year of the report period. 
Certain other Items of expenditure such as on elections have bean 
computed on the basis of estimated costs; while expenditure on 
social weHare schemas have been fixed at certain unfform levels 
in order to ensure inter-State equity. 

2.16 The implications of computing the budgetary positions 
of the State Governments on the basis of normative estimates as 
calculated above may be span out. While the actual performance 
of the States as a whole is kept in view (through the use of the 
average) Iha non-Plan revenue def id or 111rplus of any one State 
computed by us is not dependant on Its actual behaviour. Thus, ff 
a State is raising revenues more than the. norm, It would not be 
penalised; conversely, ff It raises lass than the norm, It would 
either lose or be not rewarded. Any excess revenue over and 
above the norm which a State raises can be used by It for 
purposes of Its own choice thus giving Iha State freedom of action 
without affecting Its entltlaments to Central transfers. On the side 
of expenditures, since •needs" are reckoned on the basis of 
norms, differences in standards of services among the States 
attributable to differences in revenue capacities would not be 
frozen. On Iha contrary, a process of equalisation would be 
initiated. Again, ff a State oburves economy in expenditure and 
achieves lower costs in provldlnlJ a given standard of services, It 
would not be penalised. On the other hand, a State which wishes 
to provide a standard of salvices higher than Iha norm in the case 
of general and administrative services would not be prevented 
from doing so but would have to do It on Iha basis of "extra• 
resources it raises. 

2.17 h is to be emphasised that the methodology applied by 
Iha Commission implies no interference with the right of a State 
Government to raise resources and ina,r expenditures at such 
levels and In 8llch manner as desired by b .people and Its 
Legislature. The norms are relevant only in arriving at Iha relative 
antltlamants to Centraltranalars and are so designed as to ensure 
inter-State equity in work/fV out 111ch enlltlamants. This may be 
Illustrated by reference to Iha norinativll rate of return applied for · 
deriving estimates of dividends from State public enterprises. 
Representatives of a number of State Governmenis argued 
before us that no significant returns can be expected from Road 
Transport Corporations or Elactrlchy Undartakin!1s given their 
spacial difficuhias or that It was necessary to subsidise services of 
such enterprises In the public interest, as was being done in 
several countries of Iha world. Apart from spacial difficulties for 
which, of course, allowances have to be made, the proposition 
that the actual positive oi negative rates of return earned by 
different State Governments on their investments in State 
enterprises should be included in Iha base for Judging their 
entitlements to Central transfers would not only tend It' reward 
inefficiency but also imply (since actual differing rates of returns, 
positive or negative, will be used) that Iha citizens of one State 
ualng Iha concerned services would be subsidised by the 
laXpay•rs of all States. Thus, Iha question Is not just whether a 
State Govemment should be heavily or partially subsidising road 
transport or power services; tt is more a question of who should 
pay fortha subsidies : the taxpayers of the State concerned or the 
national taxpayers. To take care of this problem, the Commission 
has, as was done by earlier Commissions, epaclfNld unfform rates 
of return for aH the States 110 that to the extent that these rates of 
return are lower than the normally accaptabla commercial rates of 
return, there would be scope for subsidisation by the Centre on a 
uniform basis. However,, In ender to give further time for 
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adjustment to the States, we have stipulated that even these 
lower normative rates of return should be achieved to the full 
extent only in the last year of the reference period. 

2.18 Although we had observed In our first report that in our 
approach for the period 1990-95, we intended to adopt a fully 
normative basis, in deference to pleas made by several State 
Governments thatthe application of norms should be spread over 
a period of years, we have moderated the application of norms in 
some ways as spadled In Chapter Ill. 

2.19 In regard to Spacial Catagcry States, the Commission 
decided that keeping in view their relative under-development and 
the nature of their spacial problems, no systematic norms could 
be applied at the present stage. Therefore, the basis of 
projections of raceipts and expenditures for these States are more 
or lass the actuals. 

2.20. n may be pointed out that since the average has been 
used as the norm in respect of the revenue receipts and a 
substantial part of the non-Plan revenue expenditures of the 
States, ff the normative estimates are added up, we would derive a 
figure which would be equaltothatotaisofthaactuals"/. Thus for 
the States as a whole, Iha base chosen is not much different from 
the actuals., although there would be a difference between Iha 
norm and the actual in relation to any one State. The normative 
estimates could not be computed for the year 1989-90 or 1988-89, 
for lack of the necessary data. They ware worked out for an earlier 
base year and then projected to 1989-90 at appropriate rates of 
growth. In doing so, on the expenditure side, adequate provision 
has been added on account of revision of emoluments on par with 
Central Government scales. 

2.21 For the purpose of assessing Central revenue receipts 
and non-Plan revenue expenditures, we have taken 1989-90 
budget estimates as Iha base, except for estimates of dividend 
and interest income for which normative rates of returns have 
been used, as in Iha case of Iha States. Since the sum total of the 
normative ,estimates for the States tends to equal the "actuals", 
there has been.broad similarlty In our treatment of the Centre and 
the States. Th• difference Is that for the Centre, instead of taking 
the 1986-87 actuals and projecting them to 1989-90 at trend rates of 
growth or adjusted trend rates of growth, we have adopted the 
1989-90 budget estimates as the base. We find that the Centre's 
non-Plan revenue expenditure, (excluding interest payments) in 
1989.-90 would be higher than the budget estimates ff we 
proceeded from 1986-87 actuals. This Is obviously bacause of the 
restraint shown by the Centre in formulating the budget estimates 
of 1989-90. We are of the view that this was a step in the right 
direction and that we should build our projections on that lower 
base only. 

2.22 We had indicated that for judging the relative tax 
performance of the Centre and Iha States, we have to considarthe 
relative levels of revenue raised In th- light of the constitutional 
division of tax powers. The major productive sources of revenue 
have been assigned. to the Centre and hence the Central 
Government has the responsibillty for raising the major part of the 
tax revenues. We find that, In recent years, the Centre has bean 
raising 66-67 par cant of the combined tax revenues of the Centre 
andtha States, i.e., around 2/3rds, with the total tax revenue/GDP 
ratio being near 17'.5 par cant. While there is no way of definltivaly 
determining whether this magnitude of the relative share of taxes 
raised indicates an adequate relative use of tax powers, It is seen 
that the Centre is raising much the larger part of tax revenues. 

2.23 For our present purpose, we are proceeding on the 
basis of the broad approach to fiscal policy being evolved by the 
Planning Commission in relation to the Eighth Plan. With an 
average GDP growth rate of 6 par cant par annum, Iha Planning 
Commission Is envisaging a slgnfficant increase in the tax ratio to 
be brought about mainly through tax rationalisation and better 
enforcement. In view of this, we are assuming that revenues will, 
and can be made to, grow faster than GDP. Allowing for a 5 par 
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cent Ina•- In pricN per annum (In conformity whh the preMnt 
thinking In the Planning Commlnlon), we uaume GDP to be 
growing at U per cent per annum In nominal terma. On ihla 
aasumpllan, we postulate an lncreaM In the tax revenues ol the 
States as a whole al lLS par cenl par amum In nominal terms and 

• that of the tax IIIVenun of the Cantre, al 12.8 per cenl per annum. 
A higher rate ol lncruu hes been poatulal~ for the Centre, 
beceuM over the period 11174-76 to 11188-a7, the share ol taxes 
ralaed by the Centre In the combined tax revenues of th• Centre 
and the States hal lallen allghlty. Thae rat~ of growth of 
revenue aublume a cellaln amount of addllllonal tax effort. This 
haa been done beceuM we are Including a minimum level of 
revenue Plan expendltuM and '° derive a bal- on,,..,.nua 
account. Non-tax revenues of the Centre and the States have 
been projected uelng slmHar method•; while normative rates of 
ratum have been used In rapect of lnoome from Investments, 
reasonable rat• of growth (5-6 per cent per amum) have been 
applied to the bue year figures of f- and other UMr 
cha,gN. 

2.24 In view of the lalil• revenue deficit In the base year, the 
above-mentioned orders ol 1ncre ... In IIIV8AUH would Imply 
strict control of the growth ol revenue expenditure, paitlcularty 
non-Plan 111Venua expenditure, N the revenue deficit la to be 
phased out according to our. scheme. Accordingly, we are 
poatulatlng an annual av-.1ncre ... of 7 par cent In non.Plan 
revenue expenditure In nominal terms. Since luff nautrallaatlon of 
price riM Is not granted In the revision of daamaaa allowance and 
the pricN of gooda bought by the government do not ganarally 
rise as fall as the wholesale price Index which Includes the prices 
of capital goodl and lntermedlal• wtth higher deflalora, a 7 per 
cent 111(\1'._ In nominal terms should allow for a 3 per cent 
Ina._ In expenditure In real terms. 1-In Interest 
paymenta, however, have been allowed on the basis of likely 
actuelaon the uaumption ol a slower rate ol growth of public debt 
than In the put. 

2.25 Aa Indicated earlier In paragraph 2.1, the Oommlaalon 
has -illed, on th• expenditure aide, the enllra requlramantsof 
revenue account, Plan and non-Plan. The manner In which 
estimates of 111Venue Plan axpendlu- have been derived Is 
Indicated In Chapter VII. Under our llj)plOach, once th• revenue 

• expendilurN, non.Plan and Plan, of.the SlmeGovamments and 
the Centre are normallvely determined and given the total 
ravenuaa that could ll!lllllallly be apectlCI to be raised tw them 
during the raport pertod. tedq hnlfanl ahoUld be such u to 
ensure that each govemmant can _undettaM the axpenclllures 
normllllwly detarml_ned tar •• II • tuna tha norm, for raising 
revenues. I followa that the volume and orilellaof the diltrllullon 
of Central shareable tax• and of granlll In aid mUII be such u to 
subwve this bealo obJectiw. MDII of Iha ..._ Finance 
Commlnlona confined Iha mope of their WOik to non.Plan 
revenue expendlures .and __,.. exdudlng the .necta of 
addttllonal resource moblllnllon effort. They did not, tharalora, 
concern themMlvN. with what levels of -• Plan 
axpendllur• th• dkent StatN could have or i- auch 
axpendilurN would beflnanced;theywere oontentwlh-uring 
that Nch State Govamment would at INII - Ila Nllmated 
non-Plan 111Venue axpendlu-. With this llj)plOach; our­
pred-uora developed ~ tor Iha dlatrllutlon of shareable 
tax• which were quke lndipendenl of their-aament at1ha 
budgetary naeda of the Stat•. • • rather through Iha rllialng-GI 
the volume of devolution than through a~ ~ of 
shared taxes that they attempted to oover the ~utlon 
revenuegapaofthe_Stat,a. Thlsandlheiactthalthepradomlnant 
crtterlon of devolullon of the Eighth Finance _ CommlHlon, for 
example, - PC1P4dlllon•1 and the gennl grants-in-aid of 
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revenue -r• just sufficient to close the revenue gape remaining 
after devolution, meant that the Finance Commission's 
recommendations left Iha different Slate Govemmenta wtth 
varying levels of per capita non-Plan revenue surplu- ranging 
from fairly large figures lo zero. Under our approach, the wlume 
aa wall as distribution of Central transfers must be aligned to th• 
need to enable the States to incur, at least to a significant extent, 
the axpendlturea normatively determined for them. Also, tt would 
Mem proper that there should be a degree of equalisation In Iha 
capactty of the dHferent State Govammenta to undertake r-nua 
Plan expenditures. 

2.211 The volume of Central transfers has to be determined 
on the one hand by the estimated needs of the Stat•• and on Iha 
other by the estimated needs of the Central Government; and the 
total expenditures to be provided on revenue account (for the 
Centre and the States together) would depend on the total 
revenues they could be expac:ted to raise and the pace at which 
the 111Venue deflclt Is to be phased out. In arriving at the final 
eatlmates of feasible levels of Central Government expendlturaa, 
we have kept In view an Important condttlon, namely, thaltlllr.lllal 
transfers from the Centre lo the Stat.. under 11111 
recommendations should not be less than what they are ncllfaa 
percentage of estimated Central revenues. The flacal sltuatlon at 
the Centre being what It Is, they cannot be substantially higher. K 
the total wlumeof transfers Is thus determined, largertranafllra to 
defictt States (taking non-Plan and Plan expenditures together) 
through grants-in-aid would necessarily mean a reduction In the 
relative weight of formul•based devolution aa compared to the 
paat. While we consid_er that the move towards equalisation that 
we are recommending is in Iha right direction, we are conscioua 
that too radical a departure would not be feasible. We ara, 
therefore, recommending only a moderate step in this dirac:llon to 
begin with. In course of time, a greater degr" of equalisation 
could be -mpted. -

2-2"1 We heve retained the level of devolution prescribed by 
Iha Eighth Finance Commission, that Is, BS per cent of Income Tax 
aQd 45 per cent of Union Excise Duties (basic plus special). The 
share of Income Tax Is to be dlstrbuted among an Iha St­
according to the criteria evolved by us. A portion of the aharubla 
Union Excise Dull• ( 16.5 per cent), however, Is to be linked to 
our normatiw uaessment of non-Plan budgetary nlled9; the rest 
win be_ dlstrbuted according to th• formula applicable to all the 
Stetes. The normative gaps on non-Plan revenue account 
remaining alter devolution are filled by grants-In-aid under Arlld• 
275. 

2.211 Our normative UMsamentof 111Venue expendlureson 
economic and social services revealed that a number ol Stal• 
ware providing standards of services below the average. In order 
to bring about a degres of equalisation In standards of thaM 
Mrvicee, we are recommending developmenl grants to the Stat• 
whou non-plan revenue surpluses are found Inadequate 
according to a formula evolved by us*"/. ThNe ~lopment 
grants are being recommended under Article 275 and wll be In 
addllon to those that a State will get for Plan purpoau under the 
modltlad GedgU formula. The UM of the development grants 
raoommanded by us wiM be determined In conauftlllon with the 
Planning Co_mmlsslon. 

2.21 Thus, aubjaclto the ovaraH constralntof reeou-. we 
have endeavoured to bring about a greater deg-of Inter-state 
«111ilythro1111h the partial linking of the dlstrbutlon of Union adM 
duties to normative UMaament and through the 
recommendation of developmenl grants to help weaker StalM 
afford 11_hlgher level of development expenditure. 

'I Aiioujiiion fM ,_ ol t, Ir iiiiui _,_ fie= Fhliica Comel'&!Joo hvl , dad 75 par..,,,, ll/9/ghl 10 ,,..,... SDP, it,-..,_ 
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CHAPTER Ill 

ASSESSMENT OF STATES' REVENUE RECEIPTS AND EXPENDITURES 

Tax Revenues level Nlim-fOI' all the Statnandh-WOti<ad out then the rate 
of growth of tax revenuN requlmd during the period to reach the 

3.1 The baaic approach governing the assessment of the. normative level■ by 1994-95. In other -rda, the. normative 
States' revenue ,-1p1s and expenditure has already bean of has be 
outHned In the ---"ng ..a.a ... ar. As Indicated In our first -rt app,oech to th• USNllll8nt tax revenues an ,.._ _..,,... ~ •• ,... moderated. 
for 1989-90, the National lnatltute of Public Finance and Policy 
weaantruatedwilhHtudyforestimatlngtaxablecapacitlesbythe 3.4 The prohibition policy followad by certain States like 
"Representative Tax System• app,oech. However, the Gujarat andTamU Nadu Is an Issue which we have taken note of. 
complaxlty In the tax ayalema prevalllng In the States and the non- We,had made a fimled allowance In our .normative estimate on 
avallablllty of data on tax bas• at the required level of this -=ount in 1989-90. The concernad State Governments. 
disaggregation lad them to use a mix of regrasS!on and however. have again lmprassad upon us that the loas of tax 
representative tax syllem methods. Considering the revenue attributable to the prohibition policy should be tolally 
wNkn-• In the data and methodology usad In the study, alter excluded from the revenue ,-lpts of the State Governments. 
holding detailed discussions with some leading economists Thia was a~ the more nec:esaa,y a the prohibition policy 
(Annaxurel.5), we preferred to Nllmate taxable capacities of the emanated flllm . the Directive PrtnclpiN • of State Policy as 
Statee using a modlllad representative tax system method. anshrinadlntheConatltutlon. TheStateepleadedthatthayshould 
Accordingly, revenye from each of the major taxes is regressed not be penaUsad on this acc:ount. W. believe that this laa qusstlon 
onralevanttax~orthelrproxlestodaterminetheregrasslon that ahould be sattlad at the national level. The Cerltral 
average eflec:tlv• Jatea. By applying theu average rates on the . Government should formulate a policy In this regard and make It 
bMN oMhe relevant taxes In the different State■, taxable clear to what extant and for. ,how. long the Centre would 
capacltywuderivad. To determlnetheaveragerates,however, com1111nsat• thou St- which loae revenue on account of 
we have employed a covariance model pooling cross-section prohibition, taking Into account the various aspec:ts of the :matter 
observations over time. The analysis has been done for each of Including the posslbllltythatthe States adopting prohibition would 
themajorStatetaxnaxc:eptagriculturaltaxesandmiscellaneous In course of tirm, be raising addltlonalrevenun through other 
taxes levied by the Statee for which no meaningful functional taxabothbacauseofhlgherJ)lbductlvllyandhlgherlncomeand 
relationship could be fftabllshed. In Iha case of these two taxes, also bec:ellH money diverted from drinks would be spent on other 
no normative esti~ have bean mada. In the case of. Sales taxable .commodltlea. We fll!d conaidllral:ile merit In these 
Tax, Motor Vehlcles Tax and Stamp Duties and Raglllration submlalllonsolth•Stat•andthereto,-,onreconslderalionoltha 
F-, th• regrasalon -aa• effective rates were determined mathir,thlnl\thatStateewhlchhavetakencouragl!tOciaq,pfullor 
npandely for high Income, middle Income and low Income partial prohibition should not be unduly penallsad. Tharalore, we 
catagorles of States. For State Excisa DUiiea, as there are only 13 hava not Included th•fuD~ CIIP8i:fly o,Iiccountof eitclse on 
States In the umple due to th• prohlbllon policy In vogue In liquor for the no~~ States which have adoptad 
Gujarat. the elfectlvt rates h-been daterrnlnad separately for prohlblllon; we have takan Into accllunt only 30 per cent of the 
the Stain graupad Into i- categori• only. The datalled •stlmatadr,vanutthatwouldhaveacc:iuedtoGujaratandTamil 
methodology ~for the estimation Is given In the Appendix Nadu, had prohlbllon ncil !M,11 In foroe. 
4. W• may add that the -.dmates of taxable capacity on the basis • • ,~_:. 
of this m.ihod have been made only for the 14 Major States. The • 3.5 ,The St-of Nag•-and Mlzoram have Introduced 

............, prohillltlonfrom 1989-90. Conslderingtha-'<flnanclalbasaof 
melhu........,;, UNd for projecting the tax revenues of the Special lhflti-Statee, we have, In thelt-, allowed for the full loss of 
Categmy Stain ii outllnad later in the chapter. revenue on this a::oounl. • 

•• . S.2 The taxableCIIP8cilY estimated fOl'the lnltial year has to Non-Tail ~ue. · 
be p!OjeClad flrat to 1INI bae year and then for the pt1riod of our · . 
recommendlliona. lnlhe-of revenues from agricultural taxes · · · · 
and oth.- milolllaneous levies, the .actual• In 1986-87 ware 3.1 The major 10urc:es of, nian-tax reve.nues are interest 
projeclN using the put,_ of growth:lnthec;aae of other taxes, rec:elpts and dlvld•"!II, ,_lpla fR!ffl fOl'aalS, mines and minerals 
-,nadw 9lllmalN for the 1n•1a1 year were projectad ti> 1989-90 and Irrigation worka , and . ,-Jpts from departmentally run 
uslngthehillDrloalgrowth rain. Fortheptlriod 19110-116, State tax co111meri=lil IClllamel lka uer aupply schemn, mlk schemes 
revenu. have been nonnallvely projectad to grow at 11.6 pt1r and lnctu.trial achernea. 
oant kaaplng 1n·v1aw the targ81ed SOP g~rat• ol 8 par cent (I} ,,,,.,_, ~ 
and ■llo11ilig tar a price rile of 5 1111r cent par annum. The rate of : . a.7 Int--' ,... from lnllilutions 9ther than th• State 
ilicr111a In the yleld of dillerant taxu haa been derived from the Electricity l!lc>alds and Road Tranapoit Qalporationa have bean 
above projection of aggregate tax ,_un, using aaa baa their mulMif at 11!fM i111ng gradually from 2 P8I' 011111 in 19110-91 and 
~ growth ,_ In the put ~ were p,o rate ruchlng' 8 per oent ii 11114-16 on iea,. outs1andlng u on 

. J1,.3.1980,1n:the-ofloanato~~r,onlyhaff 
u 1lle above ---•eiv. u, the.leveilof normative tax of the mrmallve ratet ha. been UIUliltd .. 

..-fll'uch afthe ywa 1SII0-91 to 11194-95. In order to • (ii) ,Dt"""'1t!S , 
• j1111Vide1d1q •t1metaradjuatl,a.n1tp=ll!hwerefou. nd 
to be unclir-tulng at Iha beginning of !Na , •haffUlken ••·• -~- u , The aqulty lmNllnant oll!WSbi!JN n-. mm,y u 823 
for Iha yea; 1989-90 not the ramallve •• but the tr•~ enterpriue (othar than the State ElecCrlcliy Boaid■ and State 
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Road Transport Corporations) aggregates to Rs. 5046.82crore at 
the end of 1989-90. The successive Finance Commissions have 
taken the view that the large investments made in the enterprises 
cannot be allowed to languish without adequate return. We share 
their anxiety and concern. We are of the view that, with growing 
expenditure responsibilities and developmental commitments 
devolving on the State Governments, the State enterprises 
should not be a burden on the State exchequer any longer. 
Having•regard to the fact that the enterprises are incurring huge 
losses, the Eighth Commission evolved a realistic norm assuming 
dividends at different rates from different categories of 
enterprises. Promotional enterprises were required to meet all 
their expenses and not to provide any return on equfy considering 
the nature of the responsibillties assigned to them, while financial 
and commercial enterprises were expected to yield a return of 3 
per cent and 5 per cent, respectively, on their equity capltal. We 
stipulated the same pattern of returns as laid down by the Eighth 
Commission in our first report for 1989-90. 

3.9. We accept the classification of State enterprises 
adopted by the Seventh and the Eighth Finance Commissions. 
The classification of enterprises into promotional, financial and 
commercial ones seems proper. We also accept the logic behind 
the differential rates of dividends as prescribed by the Eighth 
Commission. Considering the higher losses being incurred by a 
large number of enterprises in almost all the States, It would not 
be realistic - much as we would like - to improve on the rates of 
dividends laid down by the previous Commission. Thus we treat 
the promotional enterprises as basic to the community and 
dedicated to provide service and infrastructure lacillties. · For this 
reason we are not assuming any return on their operations. 
Financial institutions, however, are in a separate category and we 
expect them to provide a minimum return of 3 per cent on th$ 
investments made in them. Commercial enterprises must 
generate a higherreturn and we assume in their case a minimum 
return ol 5 per cent. We have, therefore, worked out dividends at 
• zero per cent, 3 per cent and 5 per cent for promotional, financial 
and commercial enterprises respectively. Like our predecessors, 
we have assumed the same absolute amounts of return in each of 
thefiveyearsoftheperiodofourreport. Statewisebreak-upofthe 
enterprises, the amount of investments made upto the end of 
1989-90 and the amounts of dividends calculated by tis in the live­
year period 1990-95 are given in Annexures 111.1 and 111.2 
respectively. 

3.10 In regard ,to the estimation of dividends from 
cooperative Institutions, we propose to stick to the bread 
methodology of the Eighth Finance Commission. That 
Commission recommended that cooperative banks, credit 
societies, sugar mills, spinning mills and other industrial 
cooperative institutions, should yield a minimum average return of 
5 per cent. We too recommend the same as this would ensure 
recycling of funds and encourage their productive use. 
Investments in societies which are engaged in processing, 
warehousing, marketing and housing activities and Consumers' 
Societies were required to provide a minimum return ol 3 per cent 
by the Eighth Commission. Given the nature of activities of these 
bodies, we consider this rate as reasonable and apply the same to 
these institutions. We do not assume any dividends from 
investments in the cooperative Institutions which have been set 
up to piomote certain socially desirable and weffare related 
activities arising out of State policies. Falling In this category are 
the societi• engaged in activlti• such as dairy farming, 
fishermen's cooperatives, labour cooperatives and cooperative 
bodies HI up as part of Trbal Areas sub-Plan programmes. The 
intention ia that they should continue to subserve the piomotional 
and social weffar• policies of the State Governments. The 
resourc. which they may generate may be made use of for 
lmpioving the quality of their 11rvk:el. 

3.11 We have accordingly classijied the liociaties into these 
lhrM breed categories and assessed the dividends from them In 
1990-91. As In the case of State public enterprises, we assume 
the •am• abeolute amounts of dividends in each of the years of the 
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period of our report. The details are given in Annexure 111.3. 

(Ill) Revenue from Forests 

3.12 Most of the State Governments pleaded before us that 
due to the restrictions contained in the Forest (Conservation) Act. 
1980 and the guidelines issued thereunder, they would not be 
able to generate revenues from the forests in line with past trends. 
In fact, some of them were of the view that the revenues from 

forests, excepting those receivable from minor forest produce, 
should be taken as zero over the live year period. We also had a 
meeting with the Union Ministry of Environment and Forests 
before finalising our views In this matter. With a view to conserving 
our precious forest resources, we have not envisaged any growth 
in the receipts during the period of our report excepting for the 
growth due to increases in prices by the postulated 5 per cent per 
annum. In other words, we have frozen the receipts in real terms at 
the 1988-89 levels. 

(Iv) Minn and Mlnfll'BIS 
3.13 In the case of receipts from items other than natural gas 

and petroleum we have assumed 1989-90 budget estimates as 
the base and applied a growth rate of 8 per cent for the foracast 
period. In the case of receipts from natural gas and petroleum, the 
estimates obtained from the Ministry of Petroleum and Natural 
Gas have been adopted. 

(v) lmgatton Receipts 
3.14 The Eighth Finance Commission commented 

adversely on the increasing losses incurred by the irrigation 
projects. Though It did not assume any return on investments in 
those projacts, It expected the State Governments to make efforts 
so as to ensure that the receipts covered at least the cost of 
maintenance. The position has since worsened. The losses of the 
irrigation projects which amounted to Rs. 66crore in 1981-82 shot 
up to Rs. 327 crore in 1987-88. In view of this dismal performance, 
we feel that assuming a positive return on investments from these 
projects during the five-year period 1990-95 will be quite 
unrealistic. We have, therefore, adopted the norm of the Eighth 
Finance Commission, namely, that the receipts should cover at 
least the cost of maintenance, except In the case of hiU States 
where a somewhat liberal norm has been adopted which is 
explained later in this chapter. 

(vi) Minor lmgatlon 
3.15 We have assumed that the losses incurred in 1986-87, 

will be brought qown gradually to one-fourth by the year 1994-95. 
Provision for maintenance expenditure has been made 
separately on the basis of norms discussed later In this 
chapter. 

(vii) Receipt• from other Dflpllnmental Sc"""1n 
3.18. The States continue to Incur losses on the 

departmentally run water supply schemes, milk schemes. and 
industrial schemes. The objective in this area should be to 
recover th• luff coat of these services by charging an appropriate 
price from the beneficiaries. It would, however, be unrealistic at 
tHis stage to make piojections on the basis of this assumption 
considering the current operating conditions. We would, however, 
like these undertakings to take earnest measures to reduce the 
losses gradually. We have, accordingly, assumed that In the case 
of water supply schemes the losses should be reduced gradually 
by 1994-9510 one-fourth of those in 1986-87. The mik supply 
schem•, being of a seml-commerclal nature, have been treated 
somewhat differently. In their case, it has been assumed that they 
should brNlk even by 1994-95. In the case of industrial~ 
we have assumed a posttive return of 5 per cant by 1994-95. 

(viii) R«u1118 tram lnvntmems In Power Pl'Ojec,. 

3.17 Th• financial ptrformance of power utltttlH, pa,tlcularty 
the State Eiectrlclty Boards, has been a matter of deep concern. 
The poor pe,iormance stems from a wide variety of factDnl 
Including poor operating efficiency, lop-sided tariff atruclure, 
dlsproportlona'tely high transmission and distribution losses, and 



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

3.18 We are aware that It is necassa,y to keep in view the 
capital intensity of the power projects and the long gestation 
period that their construct!<>n and commisaioning lnvolv•. We 
have also noted that the Boards have an unfavourable capital 
structure without any equity component. Howevar, we regard the 
Boards as commercial undertakings Hable to provide a return on 
their investments. This is in line wtth the latest amendment In the 
Electricity (Supply) Act, 1948, which stlpulat• that the Board 
shall leave such surplus as is not lass than 3 per cent or a higher 
percentage on Its net fixed assets in service after meeting Its 
depreciation and interest liabilities. 

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

3.20 While examining the finances of the Boards as they are 
structured today. we cannot ignore the fact that a sizeable 
segment of the programm• currently being undertaken by them, 
particularly in the rural areas, Is virtually directed towards the 
fuffilment of certain socially desirable objectives. As such they are 
unlikely to generate sufficiently remunerative returns. Taking all 
the relevant factors into consideration, we have, firstly, for working 
out the return, reduced the outstanding loans as on 31.3.1990 by 
the amount tied up with works-in-progress (with 10 p11rcent of the 
value as on 31.3.1990 added on to the net outstanding loans in 
each year presuming the overall gesiation period of the project to 
be 10 years) and by that attributable to rural electrttication 
schemes. Secondly, we have prescribed a.gradually rising rate of 
return starting from 3 per cent in 1990-91, increasing by 1 
percentage point in each succeeding year and reaching Iha 
maximum of 7 per cent in the terminal year of the five-year period 
(1990-95). 

3.21 Besides the State Electricity Boards, there are at 
present seven departmentally-run power undertakings In 
Arunachal Pradesh, Goa, ~lpur, Mizoram, Nagaland, Sikkim 
and Tripura. These undertaki"119 are stiH fairly small in terms of 
the scale of their 0p11rations. In some of the No,th-Eaatern States, 
the level of Indigenous generation is almost lnsigniflCllnl and they 
have to import power from the neighbouring States at afalr1y high 
cost. The problems are further compounded by the low load 
scattered over a vast geographical area. We have also taken note 
of the inherent disabilities In the operations of eleclricity 
undertakings in the hill s-s. The coat of operations in the hill 
States is high in view of the insignfficant load, difflcul terrain and 
widely dispersed population. Considering lheu handicepa and 
takingintoacc:ountthefladglingstatuaoftheoperationsinsornaof 
these States, we consider ft appropriate not to prNCriba any rate 
of return in their cases. This applies to Iha departmentally-run 
power undertakings in Arunachal Pradesh, . Goa, Manlpur, 
Mizoram, Nagaland, Skkim and Trlpura and !lie Boarda in the 
Special Category States of Jammu _ and Kashmir, Himadlal. 
Pradesh, Meghalsya and Assam. Estimates of StateGovamment 
loans to Iha State Electriclty Boards OUlslandlng at Iha end of 
1989-90 are shown in Annexure 111.4 The amounts of return 
worked out on Iha basis indicated above are shown In Annexure 
111.5. 

Returns from Investments In Road Transport 
Undertakings 

3.22 The State Governments have made subetantlal 
investments in Road Transport Undertakings. Most.of the 
Undertakings in the States have bean sat up under the Road 
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Transport Corporation Act, 1950, although there are a few 
departmental undertakings and, as in Tamil Nadu, there are also 
some government companies. For our purpose we have treated 
all such undertakings on par. 

3.23 Section 22 of the Road Transport Corporation Act 
stipulates that the Corporations should carry on their activlti• on 
"busi_ness principles". This requirement has not bun fuffilled by 
most of the Corporations. We have noticed that many of them are 
not able to produce sufficient surpluses to provide for depreciation 
and pay interest and tax•. Some of the Undertakings are not in a 
position to cover even their working expenses. A certain measure 
of contribution Is expected of these Undertakings for reinvestment 
through generation of surpluses, but this Is not forthcoming at all. 
Barring a few exceptions such as the Andhra Pradesh State Road 
Transport Corporation and the Haryana Roadways which have 
bean making sustained surpluses and Iha Corporations of 
Maharashtra, Rajasthan and Uttar Pradesh which have shown 
profita during 1987-88, all other Undertakings, by and large, have 
bean showing dismal results; their.total losses in 1987-88 amount 
to Rs. 82.65 crore. The details are brought out in Annexure 
111.6. 

3.24 Several reasons have been adduced for the losses of 
these Undertakings. Our attention has been drawn, in particular, 
to factors like unrealistic fare sfructure, increased cost of inputs, 
growing burden of interest on loans and the compulsion of 
"socially oriented" concessions which the Undertakings are 
obligedtoprovide. In the hill States the Undertakings have to bear 
the addltional burden on acc:ount of greater wear and tear to the 
rolling stock and higher operating costs. On the other hand, It is 
argued that, as a matter of policy, the fares cannot be built high 
enough to cover costs so that the means of transport remain 
cheap for the common man. 

3.25 These constraints are too well-known. However, It is a 
racognised fact that operations of Road Transport Corporations 
are less complex than those of the power system. Investments In 
road transport have a much shorter gestation period. Moreover, 
there is greater scope for manoeuvre in their operations to meat 
temporary or even day-to-day situations. Though, sometimes, a 
fare hike may become unavoidable, It would be clearly Incorrect to 
assume that improvement In the financial performance in most of 
the Undertakings Is possible only through an upward revision of 
th• fares. As a matter of fact, we notice that there are several 
avenu• available for effecting structural and operational 
improvements in each of the Undertakings. Annexure 111.7 
idantiles the areas of improvement and Iha possible means. For 
instance, most of the Undertakings in the States have in-house 
maintenance facilities at the depot, divisional or central levels. k 
should, therefore, be possible to control the down-time of the 
b!lsea with proper and efficient monitoring of rolHng atoc:k with 
consequent improvement in their fleet utilisation. SimHarly, the 
load factor/occupancy ratio could be improved by remunerative 
charting of bus routes and adequate scheduHng of services. The 
staff-bus ratio also can be brought down through an appropriate 
deployment of staff. W~h suitable improvement and proper 
control of the physical performance of traffic operations, l la , 
possible to aacure higher earnings and reduce operating coats. 

. 3.28 We have • noted that even though most of the 
Undertakings are running at loasas, there exist la,ge variation• In 
the Individual peiloR11iincas in terms of certain identifiable 
parameters such as staff-bus ratio, fleet utilisation, load factor and 
revenue eaming kilomaterage per vehicle p11r day. While 
acknowledging the fact that there are constraints within which Iha 
Undertaklngs have to operate, we observe that, to a considerable 
extant, Inefficient managarnant and outmoded financial practlcaa 
are responsble for their present plight. Despite exhortations of 
the previous Commissions and the approach adopted by the 
Sevanlh Commission -which assumed a phased incraaaa in 
returns on invntmants of the State Governments in thasa 
Undertakings, no -ious effort appears to have bean made to 
improve their operations. Since most States have no revenue 
surplus for capital investment. the capital contriKrtion lo the 



Undertakings comes mainly out of borrowed funds which Is 
becoming colllier yNr !Iller year. We are aware al the dllllcuftln 
faced by th• Undertakings and allo th• Increased cost of 
borrowings In rcent years. Hence we recommend Iha! the 
Undertakings lhould achieve a retum of 8.5 per cent In a 
graduated manner. That la, we •• postulating the Road 
Transport Undertaking9 In th• non-hill S-. should give a retum 
on the invellmenta Ill th• rai. al at leut 1 per cent In 19110-11, 2 
percent In 1111-92, 3 per cent In 1112-93, 4.5 percent In 11113-14 
and 6.5 percent In 1114-95. The returns on the lnvelllmenta made 
by the Govemmenta al Goa , Gui-, Kerala and Wot Bengal In 
their Inland WaterTrensport Undertaking• have been u .. ■aad "1 
the same way. 

3.27 Aa regam HIH $tatea and hill areu of the non-HII 
Statea, we have to kNp In view the dllllcul operating condklona 
leading Jt,':lh•r operating COiia. We ,therefore, recommend 
that the Transport Undertakings In th-S-. and lhoN 
catering to the hlH ar- In other Stai .. should at i-provide for 
depreciation In lul, altar mNllng their working axpenua. 

3.28 Th• retums on lnvutmenta uHsad on thW above 
basis for the period 1110-111 to 1914-95 ara shown In Annexur .. 
111.8 and 111.9. 

G1111U-l1H1ld from the cent111 

3.21 The Central Govemment glv .. granta-ln-ald to the 
States for meeting axpendkure on a number of non-Plan heads. 
We have aasumad thlll all~ grants would continue to flow to 
the stat .. onth• existing baala. Accordingly, In our ... ...,,,entof 
the ravenuea of thil S-. we h~• taken credit for theae granta­
in-aid by providing for axpendlfuras corresponding to them. 
However, the granta which.are given for meeting expenditure of a 
.capital nature such u on border and strategic roads have been 
omitted by us. 

Splclll category StatN 
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3.30 The States of Arunacllal Praduh, Hlmachal Pradeah, 
.Jammu and Kaahmlr, Manipl!r, Meghalaya, Mlzoram, Nagaland, 
Siddm and Trlpura and allo Aaaam lorm adllllnct group requiring 
10mewhat!-:::atm■ntfrom what we have accordadtothe 
non-Speclaf Stat ... Thia appllea to the state al Goa u 
well. KMPlt1g In view the apeclal leaturea oftha Special Category 
Statea and~ historical background In which theH Stat .. came 
to be ~ilutad, we have adopled a liberal approach In 
.... utng thell'_._lpls uwelluaxpendhurea. We havellrmad 
up their ea11m-.~ recllpla and axpendftur .. for 1h• bua year 
1989-90 by taking Into conalderllllon the budget ea11m .. Gr the 
latut estimates raoall'ad from th- Stat•. In aome cu. th• 
intended purpoH - .. rvad better by taking the actuala ol the 
lateslyHrlorwhlchtheywereavallableandprojecllngtothebue 
year 1989-90 by lldoplfnt_.~ spaclllc ·psst growth rate. 
Having provldad lldequataltJor the bue ym 1981,10, th• 
projection of revenue racelpls and expendlJur• lor theiacut 
period hu been done at the rate al 11.5percent and 7 per per 
annum, raapacllvaly. Whe111_Y81' norms have been appll , they 
.are on a more liberal baala than for the non-8peclal egory 
States. Howe..,.r the need for ~r,d llacal dlaclpllne on the part 
of the Special Category Stataa la• nec111ary u In thet:ue pf 
other States. The Stal• mu.I take effective COIT9Ctlve mliuurea 
ID rav- the C!lrreti trend al growing delicltll. There fliurgent 
need to augment the revenue racelpls 8114 .. cut -n th• 
diapreportlonately high growth In upendkura. Keeping flem In 
view, on the base an1ved at for 1 IBS.-10 ravenu• ~ been 
projected to incraueat 1 t .5 percent per annum duringthtiperiod 
.1980-95. • • ' ' 

Non-PIMRev .... ~fN 

3.31 -W• , h- • ~-- the non-Plan . rwanue • 
expendhur• an the i..11 ot a normative -m•ntal "needs". 
Such an approach la upectad to h~ whether States provide 

their people with • certain minimum standarda ol 
aarvlcea. 

3.32 Th• ffllrnation al normative • non.Plan revenue 
axpend•ura for th• lllll'loll 1110-11 to 11114-115 
lnvolvea two dlatlnot llepa. Tllefhtlatha elllmation of 
axpendkure needs al th• Statea In • base y- and, 
aaoond, making projecllont for the period 1110-91 to 
1114-911. The estimation ot axpendk1119 need• -
found 111 be extremely dllllcull .. • lnvolvad the 
quantllcationalthe unltaal publctarvlceprovldad and 
the unl COIi ot provklng them .. Th• non-exc:ludablllty 
1111d npn-m~clpublldpde ml!kfl ftdllllcua 
llolh 111 ■-- tJ"ie demand for 1h4M goods and to 
meuuNthaatandamalpubllc .. rvtceuupplltd. Th• 
output of· pwllc Mrvicea la, therelore, generally 
llllamplad to be muaurad by taking Input proxies 
which have gone Into their provlaion. 

s.- For the purpoee al m••in!I non-Plan axpendlur• 
naada al the St-. on a normative bull, we have 
clualllad the upendlturea Into three categorln: 

(I) thoaa Item• of axpendkure which depend upon either 
Iha IIDCk al monetary lablltln, such u inlerall 
peymenta, or the 11DCk al phplcal -- such u 
malntenanm •xpendlurea on road•, bulldlnga and 
lrription wofka: 

(ll) lhoNlamaolragularandreourringaxpendllurewhoaa 
1-iaof aarvlcecan be mueurad bymaklng-latlcal 
analysis of the revenue expendkura: and 

(II) thoaa l•m• of ravenua axpend•urea wh!Qh can be 
reckoned nefther on the bu/a al statlatlcal analysis nor 
on the bula of englnurlng -· 

3.34 W• ~- to mention thal we were consldarably 
handicapped In our work on -unt,al paucity al data on a wide 
variety al aubiedl dNplte our. pnlalent aflor1a to obtain the 
nrne. We, thereloN, had to Nly upon the UM aaoond bell, 
altematlve i.chnlquN for our analyela. Theaa n dlscuaaad 
below: 

category (I) 
3.31 The major lama al expendlure fating In this calegory 

are lnterell peymenta and malntenence al capital uaets. 

lnte"!" payments 

-. • UI lnttreatpaymentabythe Stata govern-have been 
COfl!PUled In two ..... In Iha flrlt stage, lnterelt !IIIYfflenl9 du• 
In 1910-91 wlltrelpliettolhl~uptotheenilal 1-..0 

• h-been worktlll out with talil-111 Iha aatualterma thereof. 
Thareali.r, In ... aaoond ataga,.we have lnduc:ted a normative 
element In NljMCI al --pay-for the' period 11191-9210 
1114-95; • 1n the peat. bonowlngs h- been raortad Ill by the 
S-ln■llbaralmannerand,attln)ea,onqufl,.at,~...,ii.rmato 
meet their lmmadlllle requlramatlla dlaregardlng their lilng-term 
ellem. Agalnat this back;nillnd, we cona1c1er Tt awop,1ata to 
apply.• growth rate al 11 per cent only on !hi eatlmatad Interest 
peymenta In 11190-111 for the n■l!l four y..,., I.e. 11191-95 . Thia 
would_ ,he llablftr on .-icount al the fresh loana during the 
live year 1110-15. Whle deddlng,lhe normative glOWlh ral■ al 
lnterealpeyment, we have-,ngulded bythe.con■hleiatlon that 
In our~ of~ the.._.,. betler plamcl In 
meeting !hair upandlll'e r.-unmetU. Whala, howe .. r, i:nora 
lmpollant la that weapeet1ht 81,iae 111 _..mud!._,. 
ratraint In the twn In the tn- ot borrowings. -The Statu 
themulvaa should r .. •~at• rwanue ,__ ao u to 
finance at lea! !hair.current requiNlll8nta In full m-ure. 

MllnlenMceofClp ... A11.11a 
U7 The provlalona-,nade by • tor the m~ ot 

capllal ■-- lie lntgatio!II works, ouldlnga, niada, * are 
-■II on ....-lnfl rlDffl18 oblafnad flonl the co,_,led 
Central CHpniattone. 'Thea provlalona ara rellrkltad to.aNla 



aled upto 1989-90 as the assets created th ft ere 1 1 be . . erea er would der the presen sys em, maintained on Pl , 
~!,4,A..ted earlier, the norms have been applied a_n account. As 
lflU"'°' , in a graduated 
,nanner. 
(I) 1,18/or and Medium Irrigation Wot1cs 

3.38 For the maintenance of irrigation work th E. 
C • ion d led s, 8 1ghth 

Finan~ edomm1tss 1· la(_opl d. a norm ~f Rs.1 oo per hectare for 
the ut11is po en ,a rnc u rng special repairs d I 
establishment) and Rs.30 per hectare for the unutilis:~ rx:.:9~. ~r 
with an increase of 30 per cent thereon for hill States. n ,a • 

• 3.39 The Ministry of Water Resources recommended to us a 
basic norm of_ Rs.180 ~?r h?ctare for the maintenance of the 
utilised potential. I~ add1t10n, it recommended Rs.65 per hectare 
for r~ula~ establishment and Rs.36 per hectare for special 
repairs (with ~s.2~ per hectare extra for areas having drainage 
problems). With this, the total cost comes to Rs.281 per hect 
n,, Ministry suggested that the maintenance expenditure sh:fd 
be updated annually for escalation in cost. As regards th 
unutilised potential, the norm suggested by the Ministry is Rs.G~ 
per hectare. 

3.40 The norms suggested by the Ministry for the utilised 
l)Ol&ntial are found to be on the very high side: being nearly three 
times the norm~ a~opted by the last Commission. Taking into 
account escalat10n rn the cost of labour and material, a norm of 
Rs.180 per hectare appears reasonable to us in the case of 
utilised potential. As for the unutilised potential, we have accepted 
the rate of Rs.SO per hectare recommended by the Ministry. We 
have also pro~ided for a price increase at the rate of 5 per cent per 
annum. Having regard to the low level of currer'lt maintenance 
expenditure, the normative expenditure level has been projected 
to be reached in a graduated manner by the end of the period. 

3.~1 . On the basis of the data obtained from the Planning 
Commrss10n, we worked out for each State the extent of utilisation 
of the irrigation potential likely to be created upto 1989-90. 
Annexure-111-10 gives the irrigation potential and its utilisation in 
1987-88 and 1989-90(Estimated). 

3.42 We find that the extent of utilisation of the potential is 
extremely poor in some States. We share the concern of the last 
Commission in this matter and urge the States to bring the utilised 
potential into use as expeditiously as possible. For this purpose, 
we have divided the States into three categories, viz.(i)the States 
Where !he extent of unutilised potential is less than 1 O per cent 
(AndhraPradesh, Karnataka, Kerala, Orissa, Punjab, Tamil Nadu 
~ West Bengal); (ii) the States where the unutilised potential 
varyes from 10 to 25 per cerit (Bihar, Haryana, Madhya Pradesh, 
Raiasthan, Uttar Pradesh, Jammu and Kashmir and Manipur); 
and (iii) the States in which the extent of non-utilisation is over 25 
Ptr cent (Assam, Goa, Gujarat, Himachal Pra?esh, 
Maharashtra). We have, in our assessment assumed that rn the 
caae of States falling in category (i), the potential estimated to be 
created at the end of 1989-90 will be fully utilised by the end of 

(
1.~95, and that in the case of States falling in categories (ii)and 

111) the unutilised potential would be reduced to 5 per cent and 10 
Ptr cent, respectively, by the end of 1994-95. 

th 3-~ As stated earlier, we have assumed gross receipts from 
rn • maJOr and medium irrigation works to be ~qual to t~e 

:!', 
1 

alntenance expenditure provided by us on th~ basis of norms 1.n 
~ s'8peciofthe utilised potential only. However, 1n r~ard to the hill 
I'- r ?es, though the norm for maintenance expenditure ha~ ~en 
1: I a Id by 30 per cent the receipts in their case have been limited 
;. ~ cover the normal 'expenditure only. No receipts have been 
. { ,..._~medh in the case of unutiliseci potential. Annexure ·"'1·h1e1 
" ~"'1Vlt egross receipts, working expenses and net ret~ms in 
I 

/, 95. 1 of each State as assessed by us over the period 1990-

;i 
irf 3:44 While providing for maintenance of m~jor and_me_dium 

' '• '9atron projects, we felt that Loktak lake in Ma~rpur which rs the 
i':'. -~•st natural lake in eastern India requires addit_10nalfunds over 
!: above the level of expenditure already proVlded by us. We 
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have.therefore, provided an additional sum of Rs.15 crore for the 
maintenance and preservation of the Loktak lake. • 

(II) Flood Control Wot1cs 
3.45 On the basis of data on length, height and age of the 

embankments and the discharge capacity of the drainage 
channels which it could obtain, the Ministry of Water Resources. 
ga~e us at our request, suggestions regarding the level of 
maintenance expenditure required in the year 1989-90 in 
accordance with the norms recommended by the Expert 
Committee appointed by the Ministry. However, as the Ministry 
could not get the data from all the States and the data received 
were also not up to the marl<, we decided to have a parallel 
exercise conducted in order to work out the maintenance 
expenditure in respect of flood control works on the lines 
attempted by the Eighth Finance Commision. For this purpose, 
we derived the expenditure in the base year 1989-90 by applying a 
gr?wth rate of 10 per cent to the actual non-Plan expenditure on 
!hrs account for the year 1987-88. Having done that, we made a 
C?mparison of the two sets of figures for 1989-90 and adopted the 
higher of the two. The projections for the next five years have 
been done on the basis of a growth rate of 7 per cent per annum 
and are shown in Annexure 111.12. 

3.46 The recurrence of floods in North Bihar creates havoc to 
the State's economy and this was brought to our notice quite 
tellingly during our field visit. The State Government has already 
prepared a long term Plan involving construction of a reservoir in 
the catchment areas of the river in Nepal. As a medium term 
solution.the State Government suggested the strengthening and 
controlling of embankments. The long term project for the 
drainage scheme prepared by the State Government is already 
with the Planning Commission. The project merits the support of 
the Pla~ning Commission. We ~ave made adequate provision for 
the maintenance of the flood control works in North Bihar. 

(Ill) Minor Irrigation 

~ .. 47 We could not adopt a normative approach in making 
prov1s10n for the maintenance of minor irrigation for want of the 
requisite data We, therefo(e, worked out the estimated 
requirements for 1989-90 by applying a growth rate of 1 o per cent 
to the actual non-Plan expenditure for the year 1986-87. The level 
of expenditure for 1989-90 so derived was further stepped up at 
the rate of 7 per cent per annum for the period of our report. 

(Iv) Maintenance of Roads 

3.48 Provision was made by the Eighth Finance 
Commission for the maintenance of State highways and other 
roads, on the basis of the norms recommended by the Expert 
Com[!littee (1968) and the Malhotra Committee (1978) 
respectively. In May, 1988 the Ministry of Surface Transport 
appointed a Study Group to update the norms recommended 
by those two committees. Based on the prices of chips and 
other materials used for the maintenance of roads, this Group 
divided the country into six zones and recommended separate 
maintenance norms for each zone. These norms as set out in 
Annexure 111-13 were approved by the Transport Development 
Council. 

3.49 We obtained from the State Governments information 
.as to the length of State highways, major district roads and other 
roads. The da~~ received ~as updat~ to 1989-90 by following 
the State-specific trend reg1Stered dunng 1982-86. Applying the 
norms of.the Study Group to the road length in different States, we 
derived estimates of maintenance e.xpenditure in respect of 
roads . 

3.50 Since the norms recommended by the Study Group 
were at 1987-88 prices, the provisions for maintenance based 
thereon were augmented appropriately to make allowance for the 
subsequent price increases. The cost of establishment and tools 
;1nd plants has been added to the above estimates at the rate of 16 
per cent and 4 per cent of the expenditure, respectively, in each 
year. 



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

3.51 The estimates of provisions for maintenance of roads 
worked out in the manner described above came out to be much 
higher than the present levels. Such higher levels cannot, in any 
case, be reached in a short span of time. Hance, wa restricted tha 
provisions for 1994-95 to a maximum of 220 per cent of the 
amounts allowed by the Eighth Finance Commission for 1988-89. 
As these provisions were at 1989-90 prices, we made an 
allowance of 5 per cent per annum to account fortha affect of price 
rise during the next five year period. The provision thus worked 
out for 1994-95 has been assumed to be reached in graduated 
steps, keeping in view the current level of expendtture. Annexure 
111.14 shows the provisions allowed to each State for the 
maintenance of roads over the period 1990-95. These include the 
provision for maintenance of the roads of local bodies as well. 

(v) Maintenance of Buildings 
3.52. We obtained from the State Governments data on the 

plinth area of buildings at the end of March, 1989 by three broad 
age groups viz .. 0 to 20 years, 20 to 40 years and over 40 years. 
Tha data were scaled upto March, 1990 by applying the trends 
witnessed in the preceding years. As the Central Public Works 
Department maintains the Central Government buildings 
throughout the country, we thought It proper to make provisions 
for the maintenance of State Government buildings also on the 
basis of Iha sama norms as ara followed by the CPWD with 
sultable allowance for price increases. These norms are shown at 
Annexures lll-15A and 111-15B. 

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

3.54 We found that the annual provision worked out in the 
above-mentioned manner came out to be either very low or very 
high in some States. We.therefore, decided to moderate it so as to 
ensure that no State would be provided in 1994-95 less than 180 
per cent and more than 220 per cent of the annual provision made 
for this purpose by the Eighth Finance Commission. On this a 
price increase at the rate of 5 per cent per annum has also been 
allowed. However, in view of the low level of current maintenance 
expenditure, the normative expenditure has been allowed to 
increase in a graduated manner during the forecast period. The 
provisions made on this basis for the five years 1990-95 are given 
in Annexure 111.16. 

Monitoring of the Maintenance Expenditure 

3.55 We find that successive Finance Commissions have 
made. provision for maintenance expenditure based on certain 
engineering norms.but the expenditure incurred in actual practice 
by the States has been far too low relative to the norms as well as 
the requirements for the maintenance of the assets even on a 
minimum basis. There appears to be a strong preference for the 
creation of additional assets with little attention being paid to the 
maintenance of assets already created. In the process, the 
quality of the assets and their useful lne span decline steeply. The 
neglect of maintenance is an unhealthy practice and must be 
discouraged. The amount required for the maintenance of the 
existing assets should be the first charge on the resources of the 
States. Wa would aven suggest that the Planning Commission 
should be given a special responsibility for ensuring that the 
maintenance of the existing assets in the States is in no way 
compromised. At the time of assessing the resources for the 
State Plan, the Planning Commission should take special care to 
ensure that the maintenance expenditures are fully provided 
for. 

Category (II) 
3.56 In the case of Items of expenditure falling under this 
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category, wa could estimate cost functions using regression 
analysis. The detailed methodology for assessing the 
expenditure needs using this analysis is given in Appendix 5. 

3.57 In order to estimate the non-Plan revenue expenditure 
"needs", we have attempted to estimate the cost functions of non­
Plan expenditures classniad into sultable categories under 
general. social and economic services. Expenditure "needs" 
under general services have bean defined as the justifiable costs 
of providing the average standards of services. In the case of 
social and economic services, however, the justniabla costs of 
providing the existing standards of services have been taken to 
represent "needs". Toa "needs" so estimated give us the 
normative assessments. 

3.58 Since expenditure needs have been derived on the 
basis of the estimated cost functions. expenditure variations 
among the States are attributable to differences in the quantity of 
public service provided and in the costs of providing them. Here, 
we have tried to separate the cost factors within the control of the 
State Governments and those beyond their control. 

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

Provision for parity of pay scales. 

3.60 We may mention here that,the expenditure estimates 
derived on the basis mentioned above take into accountthe salary 
revisions done by the States only upto 1986-87. Many State 
Governments undertook salary revisions for their employees 

• subsequently following the implementation of the 
recommendations of the Fourth Central Pay Commission by the 
Government of India. Almost all the State Governments and a 
number of employees' associations in different States made 
strong representations to us emphasising the need to bring about 
partty in the pay scales of State Government and Union 
Government employees. 

3.61 Partty in pay scales is a subject of considerable 
discussion and debate. Pay parity, however, shoulc;I not be 
viewed in total Isolation. The frequency and the periodicity of pay 
revision must also be kept in view. It is necessary to mention here 
that although the scales of pay in some States are lower than the 
comparable Central scales, the total emoluments of a comparable 
State employee could be higher than his counter-part in the 
Central Government due to the frequent revision of scales in the 
former. The emoluments that an employee gets is a function not 
merely of scales of pay but also the frequency of pay revision, the 
weightaga and fixation benerns given to the employee at the time 
of each pay revision, the existence of automatic grade promotion, 
revision of other allowances consequent on the revision of pay 
and proportions of promotions post to the feeder posts. We have 
made provision for partty only in terms of basic pay. This has been 
done by taking into account the difference in the scales of pay 
prevailing at the Union and the State Governments levels for 
representative categories of employees. We made a comparison 
of basic pay of selected categories of empioyees in different 
States with that under the Union Government by notionally 
adjusting them to the CPI level of 608 to which the pay scales of 
the Central Government employees . as revised by the Fourth 
Central Pay Commission, are related. Wherever these notionally 
adjusted amounts were lower than the basic pay under the 
Central Government, additional provisions have been made in the 
manner as explained in Annexure Ill. 17. 

3~2 The estimated expenditure on pay parity was then 
adjusted to conform to our normative expenditure estimates. For 
this purpose, we first segregated the non-Plan component by 
proportionately adjusting the total provision on the basis of the 
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expenditure and normative expenditure in each of the major 
States in 1986-87. 

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

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

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

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

3.67 Considering these factors, we have provided for only 
moderate increases in real expenditures. Given the overall 
assumption of 5 per cent increase in prices, provision for increase 
in prices alone would result in the growth of expenditures by 4 per 
cent, as the major component of expenditures, i.e., wages and 
salaries, was found to increase by 0. 75 per cent for every one per 
cent increase in prices in the past. In addition, we have assumed 
that the expenditures should increase at a rate marginally higher 
than the increase in population, considering that the public 
services, by and large, are meant to serve the entire population. 
Therefore, we have assumed 3 per cent growth of expenditure in 
real terms. Thus, we have projected the non-Plan expenditure for 
the period 1990-91 to 1994-95 assuming a growth rate of 7 per 
cent per annum. 

3.68 It is necessary to mention here that achieving the 
normative levels of expenditure right from the first year of our 
recommendation may not be feasible. In the case of those States 
for which normative levels were reckoned lower than the level of 
their actual expenditures, severe hardship would result ff the 
normative levels were to be assumed from the first year Itself. 
Similarly, in the case of the States whose actual expenditures fell 
short of the normative levels, it might not be realistic to assume 
that within a year the normative levels would be achieved. We 
have, therefore, phased out the expenditures so as to reach the 
normative levels by 1994-95. For this purpose, we have restricted 
the difference between actuals and normative estimates by one-

half in 1989-90. Taking these as the base year estimates, we have 
phased the expenditure growth to reach the targetted level in 
1994-95. 

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

Category (Ill} 

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

Elections 

3.71 Provision has been made for expenditure on regular 
election machinery. We have also provided fullyfortheconductof 
State assembly elections wherever it will become due during the 
report period. This has been done on the basis ofthe information 
obtained from the Office of the Election Commission. Full 
allowance has been made to accommodate the additional cost 
arising from the enlargement of the electorate following the recent 
lowering of the voting age. 

Pension and Rell rement BenefHs 

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

Social SecurHy and Welfare 

3.73 Provision for old-age pension has been made by 
allowing a pension of Rs.100/- per month to 0.2 per cent of the 
population of each State as per the 1981 Census. In the case of 
Special Nutrition Programme and food subsidy in States like 
Andhra Pradesh, Gujarat. Kerala and. Tamil Nadu, the 
expenditure as provided in budget estimates for 1989-90 has 
been adopted as the base and projected at the rate of 7 per cent 
per annum. The expenditures on other programmes have been 
worked out by taking the actuals of 1986-87 and projecting the 
same at the annual rate of 1 o per cent till 1989-90 and 7 per cent 
over the subsequent period of our Report. 

OtherExpendHures 

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



3.75 To commemorate the memory of the entry of the INA 
and Netaji Subash Chandra Bose on the Indian soil, the citizens of 
Moirang (Manipur) erected a memorial in 1956. The memorial 
consists of a modest museum-cum-library, a life size statue of 
Netaji and a pillar in honour of Indian National Army. This 
memorial is managed by the Government of Manipur. The 
Commission feels that this national heritage needs to be 
conserved,improved and fostered as befitting the memory of 
Netaji and INA. The Commission would suggest that the 
Government of India undertake the expenditure in this regard 
which may amount to Rs. 1 0 crore . We ara confident that our 
assessment of non.Plan revenue expenditure of lj;le Centre can 
easily accommodate a provision of Rs.10 crore iri\this regard. 

3. 76 It was represented to us by the Governm9'1t°'f Manipur 
inter alia that a time bound comprehensive and int~lflled project 
be taken up to solve the problem of jhoom cu)til(at,n. The 
estimate given lo us for undertaking this programitl_e'y,8' Rs.45 
crore at the rate of Rs. 28,000 per family. _This prob~ITI. intact, is 
not peculiar to Manipur alone as It obtains in all the n~lt"li-..-tern 
States. We understand that schemes to tackle this problem are 
being taken up as part of Iha Plan exercise. In view of the 
imperative necessity to mNI this problem, we expect that 
PlanningCommissionandtheStateGovarnmentstogetherwould 
draw up and implement a comprehensive Plan. 

3. 77 The Government of Sikkim approached us with a 
proposal for assistance for construction of an airstrip, which, 
according to them, was vital for the State in view of lts,strategic 
localion, difficult terrain and frequent landslides cfltrupting 
cornmunii:atiol'IHnkwiththerfllofthecountry. Wearecoiiwinced 
of the ~ss of Iha State Government's demanct!INhile 
proceeding to Gangtok, we ourselves got strended beca"'9 of a 
massive landslide on the way. We would, strongly urge the 
Governmentol lndlato take upthe~ruction of an airstrip in the 

--· Commltte!I Llablllty 
3. 78 In the assessment of non-Plan revenue expenditure of 

States,wehave~idedforcommittedHabilltyoftheSeventh 
Plan Schemes. Thii~from the practice adopted so far is 
intended to correct whal we consider to be an unsatisfactory way 
of providing for this llabillly. As repeatedly stated by the previous 
Finance Commissions, Mis extremely difficult to - correctly 
the committed liability. So the previous Commissions adopted on 
overall percentage of the r8V8nue expenditure of the base year 
State Plan as a reasonable estimate of co'1lfflllMd llabillty. As 
those Commissions deell only with non-l'lan revenue account, 
they had to as98S8 the committed llablllty In some manner and 
they followed a method rusonable and feasbla in that situation. 
However, the Ninth Commission la In a better position in the sanse 
that our terms of reference Imply -ssment of the entire 
revenue account including Plan expenditure. Therefore, we have 
examined whether there is a. better way ID tackla th• Issue of 
committed liability. The reaul of o~r analysis in this regard is the 
finding that to deal with committed liability in an isolated manner 
without a linkage to new ~ revenue expenditure can be 
misleading. What is wo-ls that such an exercise could lead to 
wasteful expenditure. A subetantial part of the Plan revenue 
expenditure ison staff and allied items. The •xpendlture in the last 
year of a Plan is the cumulative expenditure bullt up over the five 
years of that Plan. ff al that staff and allied expenditure are 
transferred to non-Plan aid• when the new Plan starts the 
expenditure for the same Item (many al auch schemes corrtinue 
from Plan to Plan with or without some alleratlons) should, in the 
first year, be substantially I- than that al the final year of the 
previous Plan. But In actual pradic:e, in mostcasas, the first year's 
Plan Is higher than the Plan outlay of the previous year and each 
Union Minist_ryorStateGovemment Deparlment Insists on getting 
a corresponding 1ncr, ... 1nthelrsh.,..allhat outlay also. In any 
case, the system In 118 ID!lllly do8I not .heve the resources to 
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transfer a substantial part of the revenue expenditure of the 
terminal year of a Plan to the non-Plan side and provide, in 
addition, a higher amount for the revenue expenditure of the first 
year of the new Plan. This is particularly true of programmes 
under Education, Family WeHare, Extension Schemes in 
Agriculture, etc. 

3.79 From this analysis, we have come to the view that what 
is required is to provide funds for normal gradual increase in the 
revenue expenditure of the last year of a Plan Into the next Plan 
al~. How much of that provision should be actually transferred to 
non-Plan and how much should be retained as part of Plan should 
be decided by the States and Centre (for Central Plan) in 
consultation with the Planning Commission. This should be 
based on a close scrutiny of theschemeswith substantial revenue 
expenditure component and not on the basis of a rough overall 
percentage: In a fiscal exercise Ilka ours, that type of detailed 
analysis is not possible nor is It necessary provided we ensure 
adequate provision for total revenue expenditure. 

3.80 Consistent with this perception, we have not provided 
separately for committed liability, but we are providing (as 
explained in ·-chapter VII) for reasonable growth In Plan 
expenditure of both the States and Cenlr&QY«.the CDff88p0nding 
outlays, from the first year of the Eighth Plan ...-di. 

3.81 Before wa conclude tins Chapter, we would Ike to 
mention that the Commission's Secretariat had prepared two 
alternative sets of exercises to project the tax revenues and non• 
Plan revenue expenditures over the period covered in our second 
report The details of the first exeidse are available in Append• 
4 and 5 of the report. A separate exercise was also done IO 
estimate the tax revenues and the non.Plan expendlturea of each 
State in the tradltional manner. For this exercise, the data for Iha 
!>as& year (1989-90) was firmed up by applying to the acll.Qlls of 
1986-87, duly cleaned for non-recurring and abnormal Items, the 
State-specKic long term rates of growth and kffplng fully in view 
the budget and the latest estimates for the year 1_989-90 as 
received from the States. The lat11st developmente which came to 
our notice following our meeting with the State Govemmenta were 
also taken into consideration In finalising the bas11 for 1989-90. 
The projection for the five-year period of our report was worked out 
by giving the tax revenues (excepting Land Revenue) in the base 
year (1989-90) an annual growth rate ol 11.5 per cent, The non­
Plan revenue expenditure of the base year was stepped up by 
projecting It at an annual rate of 7 per cent, except ln the case of 
Compensation and Assignment to local Bodies which was 
increased by 9 per cant. The final figures of receipts and 
expenditure resulting from both the sets of exercises for each 
State are sat out in Annexure Ill: 18. 

3.82 Th• approach es detailed in Appendices 4 and 5 has 
been attempted by the Finance Commission for the first time. Th• 
inherent logic ol this approach la inescapable. Finance 
Commissions in the Mure may bring abo~ further sophistication 
and refinement in this exercise. As this exercise le unique and is 
being attempted for the first time by the Finance Commission, we 
have made certain adjustments In the final estlmatn reaultlng 
from this exercise. tt would be saen·that the eatlmal• flowing 
from this exercise either show higher surpluses or lower deficll 
than those resulting from the alternative more traditional exercise­
in the case of 10 of the 14 major Slatn, axcludlng Madhya 
Pradesh, Oiissa, Rajasthan and Uttar Pradesh. These 
differences arise because ol deviations al the trend• from the 
norms adopted by us. As a matter of abundant caution and as a 
measure of concession to the States, we have reduced by 50 per 
cent the net Improvement in the budget position shown by the 
normative exercise. (Annexure 111.19). 

3.83 Shri Justice A.S. Qureehi Is of the view that the 
-' methodology adopted for applying the normative approach is not 

satisfactory. He has explained his view In the Note of Dissent. 
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CHAPTER IV 

REASSESSMENT OF THE FORECAST OF THE CENTRAL GOVERNMENT 

4.1 According to our terms of reference, we have to adopt a 
normative approach in assessing the receipts and expenditure on 
revenue account of the Centre and in doing so, keep in view its 
special requirements such as defence, security, debt seovicing 
and other committed expenditure or liabillties. In making our 
recommendations we are required to keep in view the objective of 
not only balancing the revenue receipts and expenditure but also 
generating surpluses for capital investment. 

4.2 We had requested the Ministry of Finance to furnish the 
forecast of receipts and expenditure of the Centre under the 
revenue account for 1990-95. The forecast sent to us assumed 
1989-90 rates of taxation, tariffs, prices, emoluments and an 
increase of 6 per cent in GDP during 1990-95. As we thought 
that it would be appropriate to reassess the revenue receipts and 
expenditure at current rates and prices we sought from the 
Ministry a revised forecast assuming 6 per cent annual growth in 
GDP and 5 per cent rise in prices. Based on the revised forecast, 
we also held discussions with the officials of the Ministry of 
Finance. 

4.3 The forecast received from the Ministry of Finance is 
summarised below: 

(Rs. Crore) 

I. Revenue Receipt• 1989-90(BE) 1990-'95 

1. Tax Revenues 50875 337344 
2. Non-tax Revenues 15831 84044 
3. Total Revenue Receipts 66706 421388 
II. Non--Plan Revenue Expenditure 
1. Interest Payments 17000 151255 
2. Major Subsidies 7472 58433 
3. Other non.Plan Expenditure 23070 165306 
4. Total non.Plan Expenditure 47542 374994 

4.4 The details of the forecast contain some very disturbing 
features. After excluding Railways, Postal and Telecommuni­
cation Services, the non-Plan revenue expenditure in 1989-90 
(BE) is about 71 per cent of the total revenue receipts. As per the 
forecast, in 1994-95, the expenditure will rise to nearly 97 percent 
of total revenue receipts. The percentage of expenditure other 
than major subsidies and interest payments goes up from about 
35 percent of revenue receipts in 1989-90 to nearly 40 percent in 
1994-95. Major subsidies which account for about 11 per cent in 
1989-90 will be nearly 15 percent of all revenue receipts by 1994-
95. But the biggest increase is in interest payments. From the 
level of Rs. 17,000 crore in 1989-90, it will increase to nearly Rs. 
42,200 crore in 1994-95. That will be 42 per cent of all revenue 
receipts in 1994-95 against 25 per cent in 1989-90. By 1994-95 
interest payments will be about 125 per cent of the total proceeds 
from Union Excise Duties. In 1989-90, It is 75 per cent of excise 
revenue. As a result of this increasing imbalance between 
revenue receipts and non-Plan revenue expend~ure as per the 
forecast, the Central Government will have to borrow not only for 
meeting its own Plan revenue expenditure and Plan grants to 
States but also for giving statutory grants to States under Article 
275 of the Constitution. In fact, according to the forecast, total 

non-Plan revenue surplus available in 1994-95 will be less than 
the States' share of the mandatorily shareable Income Tax 
receipts at current levels. 

4.5 We have also attempted a preliminary exercise to 
assess the likely overall revenue def iclt of the Centre based on the 
forecast and assuming the Finance Commission transfers to 
States, Plan grants and Central Plan on revenue account broadly 
at current levels. The revenue deficit for each of the years from 
1990-91 to 1994-95 emerges as follows: 
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19811-90(BE) 1990-91 1991-112 1992-93 1993-94 

(-)7,012 (-)14,500 (-)17,700 (-)21,700 (-)27,600 

(Rs. Crore) 

1994-95 

(-)33,900 

4.6 It is obvious that with this order of revenue deficit in the 
Central Budget, the entire system of budgeting and financial 
management of the Central Government would face a crisis 
situation during the Eighth Plan period. It is equally clear that such 
a trend is totally inconsistent with the objective of balancing the 
revenue account of the Central Government. In our discussions 
with the officials of the Ministry of Finance we raised this basic 
issue. Their response, broadly stated, was that the projections 
were based on existing rates of taxation, current levels of 
expenditure commitments and assuming continuation of the 
current policy positions. They agreed that the non-Plan surplus 
should be signfficantly positive and added that the Centre had 
already taken certain measures in this direction. The budget of 
1989-90 reflected lower revenue deficit as well as lower growth 
rates of consumption expenditure of the Central Government. 
They also stated that any guidelines the Commission might 
outline would be helpful to them in improving the position 
further. 

4.7 It is against this background that we have reassessed 
the Centre's forecast. We are of the definite view that the forecast 
supplies vivid and unassailable justification to the contention that 
a determined effort is essential which cannot brook any delay 
whatsoever. While we do not.want to set too optimistic goals in 
revenue collection or expenditure control, in revising the forecast 
we do assume on the part of the Central Government a 
reasonable degree of effort involving some not-too-soft options. If 
this were not to be done, the Commission could well terminate its 
labours without analysing the forecast at all and conclude that 
Central Government finances have moved beyond the possib.illty 
of corrective action. Such a conclusion is certainly not warranted. 
It is clear that the Central Government is keen to start a process of 
stabilisation of the budget, particularly the revenue account, as is 
evident from the budget estimates of 1989-90. As pointed out by 
the officials of the Ministry of Finance during the discussions, the 
trend of increasing revenue deficits has been reversed. We urge 
that this effort should continue and in our reassessment of the 
Centre's forecast we propose to indicate the dimensions of 
improvement reasonably attainable. 

4.8 The objective criteria constituting our approach in 
assessing the Centre's revenue receipts and non·Plan revenue 
expenditure are the following: 
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(I) The Centre should sat an example to the States; 

(II) The Centre should improve on Its own past 
performance; 

(Ill) The price rise assumed (5 per cent) should be fully 
captured in tax buoyancy; 

(Iv) The real growth rate of GDP assumed (6 per cent) 
should be reflected fully in the tax yield; 

(v) The Centre should move towards the objective of 
eliminating revenue deficit. The tax revenue yield 
should reflect some further increase resulting from 
better efficiency in taxation policy and administration; 

(vi) General Items of non-tax revenue receipts should, at 
least partly, reflect general price rise which increases 
the cost of services rendered; 

(vii) Increase in non-Plan revenue expenditure consequent 
on general price rise should be marginally below the 
rate of price rise; 

(viii) The real increase (over and above the effect of price 
rise) in non-Plan expenditure should be less than the 
rate of growth in GDP. This would imply an overall 
nominal rate of increase (real increase plus price rise 
effect) of non-Plan revenue expenditure of around 9 per 
cent per annum; and 

(Ix) Within that level of overall rate of increase, the higher 
growth needs of interest payments and other 
unavoidable expenditure should be accommodated by 
downward adjustment of rates of increase in other items 
of non-Plan revenue expenditure. 

Our re-assessment of the forecast presented by the Ministry 
of Finance has been made applying these criteria and adjusting 
their effect in respect of each major item keeping also in view the 
other relevant factors germane to the issues. 

Tax Revenue 

4.9 The revised forecast of the Ministry of Finance assumes 
different growth rates for the Central taxes: 10.5 per cent and 1 O 
percentfor Income Tax and Corporation Tax, respectively, (after 
adjusting for surcharges levied in 1989-90), 8.3 per cent for 
Union Excise Duties, 12 per cent for Customs Duties and 4.8 per 
cent for other taxes. The overall growth rate of tax revenues as 
given in the forecast is roughly 10 per cent. As against this, the 
long-term trend growth rates for the period 1974-75 to 1989· 
90(BE) are 10.19 per cent for Income Tax, 12.88 per cent for 
Corporation Tax, 13.39 per cent for Union Excise Duties and 
20.42 per cent for Customs Duties. The overall growth rate of tax 
revenues comes to~ 4.64 per cent. However, we are not adopting 
those rates in our projections as the price rise and rate of growth of 
GDP assumed by us are different from those observed during the 
past. In our reassessment, the overall growth rate of tax revenue 
works out to 12.8 per cent per annum for the period 1990-91 to 
1994-95. The total tax revenue receipts for the five • year period 
estimated by us aggregate to Rs. 3, 70,014 crore, as against the 
estimate of Rs. 3,37,344 crore supplied by the Ministry of 
Finance. 

4.10 The gross receipts of Income Tax and Corporation Tax 
have been assessed at Rs. 28,508 crore and Rs. 33,836 crore, 
respectively, as compared to Rs. 27,359 crore and Rs. 30,191 
crore in the forecast. Our reassessment of the Excise Duty 
collection is Rs. 1,61,526 crore against a forecast of 
Rs.1,45, 103 crore. The amounts transf~rred to the States from 
Income Tax and Union Excise Duties depend upon realised 
collections from these taxes. If these taxes are projected at high 

rates, which might not be realised, It would adversely affect the 
revenue deficit States. We have kept this in view in our 
reassessment of these two taxes. The reassessed figure of 
Customs Duties comes to Rs. 1,36,67 4 crore against the forecast 
of Rs. 1,27,221 crore. 

Non-Tax Revenue 
4.11 Non-tax revenues mainly comprise receipts from 

interest on loans advanced by1he Central Government, dividends 
and profits from the public sector enterprises, fees and other 
receipts on account of services rendered by the government and 
Its agencies and other transactions of a commercial nature. 

4.12 The Ministry of Finance has estimated the interest 
receipts at Rs. 52,457 crore whereas our reassessment is Rs. 
57,214crore. This is aflerprovidingfor a 7.5 percent rate of return 
on the loans outstanding with the non-financial public sector 
enterprises as against 7 per cent adopted in our first report. Our 
projection of interest receipts is based on an annual growth rate of 
12 per cent over the 1989-90 budget estimates. As the cost of 
borrowing is going up, there should be corresponding 
improvement in interest receipts. 

4.13 Dividends from public sector.undertakings have been 
projected by assuming a normative rate of return of 6 percent on 
investments in those undertakings. The outstanding investments 
during the forecast period have been projected at a rate of 5 p.ir 
cent par annum. Dividends from other investments are assumed 
to increase at 5 per cent over 1989-90(BE). On this basis, we 
reassessed dividend receipts at Rs. 13,257 crore as compared to 
Rs. 7,626 crore in the forecast. The budget estimate of dividends 
for 1989-90 shows that the government is aware of the need for 
and the possibility of increasing Its receipts under this head. We 
urge that this trend may be maintained and improved upon. 
Government budget should receive as dividends or contribution a 
reasonable share of public sector profits, a major part of which is 
the result of either the government policy of administered prices or 
the near monopoly status of these public sector enterprises. If that 
is ensured, dividend receipts as assessed by us can be 
substantially realised even starting from the current level of profit 
earned by public sector enterprises. 

4.14 Other non-tax receipts have been projected by 
assuming an annual growth rate of 6 percent applied to 1989-90 
(BE) of Rs. 4,354 crore. 

4.15 In all, the estimate of Rs. 84,044 crore of total non-tax 
receipts given in the forecast by the Ministry of Finance has been 
reassessed at Rs. 96,488 crore. 

4.16 On this basis the total revenue receipts of the Central 
Government during the period 1990-95 have been reassessed by 
us at Rs. 4,66,502 crore. This is against the estimate of Rs. 
4,21,388 crore given in the forecast of the Ministry of Finance. 

Revenue Expenditure 
4.17 The forecast of the Ministry of Finance assumes a 

growth rate of non-Plan revenue expenditure of 18.41 percent for 
1990-91 over 1989-90. Growth rates ranging from 13.79 percent 
to 15.71 per cent have been assumed for the rest of the years. 
This is against the long-term growth rate of 17.04 per cent 
observed during the period 197 4-75 to 1989-90. tt the revenue 
account of the Central budget is ever to be balanced at a;I, the real 
effort should come by way of effective control of non-Plan 
expendrture. We feel that, in this context, at least during the 
transitional period of reversing the trend of increasing revenue 
deficits, the Ministry of Finance should effectively resist the 
increasing demands for items like staff sanctions, subsidies, and 
housekeeping expenses. The fact that this can be done is evident 
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in the budget estimates of 1989-90. The overall grow1h in non­
Plan revenue expenditure in 1989-90(BE) over 1988-89(RE) is 
only 10.56 per cent. Our reassessment of non-Plan revenue 
expenditure for 1990-95 gives a 9.75 per cent grow1h rate 
(assuming a price rise of 5 per cant) which implies only a 
reasonable acceleration of the process of correction attempted in 
the 1989-90 budget estimates. The grow1h rates adopted by us in 
respect of major Items of revenue expenditure may be viewed in 
this background. 

4.18 The Central Government's forecast of non-Plan 
revenue expenditure on defence was based on annual grow1h 
rates ranging from 10.17 per cant to 10.22 per cent. We have 
made our projections on a unfform annual step-up of 10 per cent 
over 1989-90(BE). 

4.19 The Ministry of Finance has placed the estimate of 
interest payments at Rs. 1,51,255 crore. This is an item of 
expenditure for which we consider that stringent norms should be 
applied ff a dent is to be made in the Centre's revenue deficit. ff an 
annual step-up of 1 o per cent is allowed over the 1989-90 budget 
estimates of total capital expenditure adjusted for recovery of 
loans (the approximate borrowing requirements), with the rate of 
interest of 1 o per cant per annum going up by 0.25 per cent 
annually, the total interest outgo on the additional borrowing 
requirements during the period 1990-95 works out to Rs. 32,400 
crore. If interest outgo on account of annual revenue deficits 
estimated by us during the forecast period and on the outstanding 
interest-bearing liabilities at the end of 1989-90 is added, the 
burden of total interest payments in five years comes to Rs. 
1,22,500 crore. After reassessment we have provided an amount 
of Rs. 1,23,880 crore towards interest payments assuming an 
annual grow1h rate of 12 per canton the base level estimate of Rs. 
19,500 crore in 1990-91 [the 1989-90 (BE) stands at Rs. 17,000 
crore]. We are confident that the provision made by us is 
adequate to meet the normal budgetary support to the Central 
Plan, besides ensuring reasonable levels of disbursement of Plan 
loans to States. We will revert to this aspect later in the report. 

4.20 The Ministry of Finance has placed the total estimate of 
expenditure on subsidies on food, fertilisers and exports at Rs. 
58,433 crore. The Ministry's forecast does not indicate the details 
of expenditure on other subsidies. The Ministry's estimates for the 
major subsidies are based on different grow1h rates; 4.55 per cent 
to 6.39 per cent for food, 4.1 O per cant to 27.44 per cent for 
fertilisers and 25 percantforexports. We are quite conscious that 
the expenditure on subsidies is an important component of 
Central Government's non-Plan revenue expenditure and we 
have to be careful in making the provisions under this head. While 
the legitimate expenditure needs under this head must be met, 
one has to be careful that the tendency to overspend is .:ontained. 
This is essential to curtail the revenue deficit. In this background 

we have applied a uniform annual grow1h rate of 8 per cent in 
calculating the amount of subsidies for 1990-95. We are of the 
opinion that the expenditure on subsidies should be contained 
within the overall ceiling grow1h rate of 8 per cant. 

4.21 As the subsidy commitment on fertilizers is growing fast, 
we feel that the retention pricing scheme as well as Its working 
should be subjected to a close scrutiny. As they rely substantially 
on subsidies from the general taxpayers, the fertiliser companies 
have a responsibility to manage their operations and f inancas with 
optimum efficiency and economy. We wonder whether the 
government is able to ensure that no part of the subsidy goes to 
finance extravagance and inefficiency. To ensure this, it is 
necessary that the retention price should be based more on 
norms rather than the present combination of norms and actuals, 
particularly when certain Items constituting the retention price are 
outside governmental control. Another area for review is the cost 
of inputs, such as gas, high speed diesel oil. There does not seem 
to be justffication for adding to the fertilizer subsidies and 
generating increased surpluses for certain public sector units 
which have the benefit of administered prices substantially above 
economic prices. 

4.22 We have provided for an annualgrow1h rate of 7 percent 
for other non-Plan revenue expenditure. The total non-Plan 
expenditure including this Item but excluding interest and major 
subsidies has been reassessed by us at Rs. 1,46,013 crore as 
against Rs. 1,65,306 crore in the forecast. In our projections we 
have not included provision for assistance on account of natural 
calamities to the States [Rs. 200 crore in 1989-90 (BE)] as we are 
dealing with this issue separately. We have not provided for 
committed expenditure on Plan schemes as explained eartier 
in Chapter Ill. 

4.23 On the basis of the foregoing assessment, the total non­
Plan revenue expenditure of the Central Government during 
1990-95 reassessed by us is placed at Rs. 3, 17,231 crore. This is 
against Rs. 3,74,994 crore in the forecast of the Union 
Government. Thus we are allowing non-Plan revenue 
expenditure atthe level of about 85 per cent of whatthe Ministry of 
Finance has indicated in Its forecast. On the side of revenue 
receipts our assessment raises the Ministry's estimate by only 
1 o. 7 per cent. We have deliberately moderated our 
reassessment of the Centre's forecast. This is because we know 
that the initial stages of correcting a trend that has been in vogue 
for a long time will be extremely difficult and we do not want to set 
too high a target for that effort. We, therefore, expect that the 
Central Government would be able to achieve the reasonable 
target of Rs. 1,49,271 crore of non-Plan pre-<jevolution revenue 
surplus for the Eighth Plan period. A summary of our 
reassesment of the Central Government's forecast is given in 
Annexure IV.1. 



CHAPTER V 
DEVOLUTION OF TAXES, DISTRIBUTION OF ADDITIONAL EXCISE DUTIES AND GRANT 

IN LIEU OF TAX ON RAILWAY PASSENGER FARES 
5.1 In this Chapter we make our reoommendations 

regarding th• distribution between Iha 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 Iha Constitution and the 
allocation between the States of their respacliva shares of such 
proceeds. This Chapter also includes our reoommendations on 
two addition al issues, namely, 

(Q the principles on which the shares oft he net proceeds of 
Addltional Duties of Excise in lieu of Sales Tax should be 
distributed among the States and their inter se shares 
therefrom; and 

(II) the principles which should govern the distribution 
among the States of grants to be made available to them 
in lieu of the repealed Railway Passenger Fares Tax 
Act, 1957, and a law related issues. 

Income Tax 
5.2 Under paragraph 3(a) of our terms of reference we are 

required to make recommendation as to the distribution of the net 
proceeds of Income Tax between the Union and the States, the 
allocation of shares among the States inter se and the 
determination of the net proceeds at1ributable to the Union 
Territories. 

5.3 Since the submission of our first report, we have had 
further discussions with the States and have also taken into 
consideration the addltional submissions which some of the 
States had made to us. Consequently the reoommandations we 
are making now are somewhat different from those we haef made 
In our first report. 

5.4 With the enactment of the Finance Act. 1989, the 
extension of Iha Income Tax Act. 1961, to Sikkim from the 
assessment year 1990-91 onwards has been formalised. 
Therefore, the State-wise shares of Income Tax that we prescribe 
include the share of Sikkim also. 

5.5 We have to prescribe the shares oft he Union T arrltories 
in the divisible pool of Income Tax under Article 270(3) of the 
Constitution. As regards the allocation of shares to Union 
Territories, we propose to follow the same procedure as we did in 
the first report. All the Union Territories would be treated 
notionally together as one untt for the purpose of our scheme of 
devolution and we prescribe the share of Union T errltories at 
1.437 per cant. 

5.6 In our first report we had retained the States' share at 85 
per cent of the divisible pool. We had pointed out therein that 
almost all State Governments had asked for Iha enlargement of 
Iha States' share beyond the present level ol 85 percent. We have 
duly considered the suggestions made by the State Governments 
but we do not consider it necessary to increase the States' share 
beyond 85 per cant. 

5.7 Among the criteria to be adopted for the distribution of 
Income Tax among the States, we had assigned a weightol 10 per 
cent to 'contribution· in our first report. While the opinion on giving 
weight to •contribution', was divided among the States, we cannot 
ignore the fact that the State Governments do play a role in 
providing infrastructural wherewithal and facilities and services. It 
is also to be borne in mind that States which move forward 
economically tend to gain on the basis of this criterion, while 
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"deficit" States do not lose, given the basic logic underlying our 
scheme of transfers. On a balance of considerations we, 
therefore, propose to retain the weight of 1 O per cant to 
'contribution'. The relevant data relating to Income Tax 
assessments for the latest three years 1985-86 to 1987-88 have 
been obtained by us from the Union Finance Ministry (Annexure 
V.1). 

5.8 We had given pronounced weight to the "distance• of 
the per capita income of the State from that of the State with the 
highest per capita income multiplied by the population of the 
concerned State in 1971. There was no controversy attached to 
this factor which was considered quite progressive and was 
welcomed widely by the States and the general body of 
professional experts. We propose to retain "distance" as a factor 
and assign to It a weight ol 48 per cant. The per capita SDP data 
which we are using relate to 1982-85 as in the first report but are 
based on the new revised SDP series which we have obtained 
from the Central Statistical Organisation. The per capita SDP data 
are given in Annexure V.2. The methodology adopted for arriving 
atthe "distance"of various States is the same as that prescribed in 
our first report. Goa has the highest per capita income according 
to the data available with us. We, however, find It difficult to 
consider Goa as a representative State for measuring the 
"distance•of per capita income among the States because It is too 
small in area and in population. Also the data for the State of Goa 
are available only for a few years. We have, therefore, chosen 
Punjab which has the next highest per capita income for purposes 
of measuring the "distance" factor. In order, however, to protect 
the interests of Goa and Punjab and to give these States too this 
benefit, we have adopted the "distance" of the next highest 
income State which is Maharashtra for measuring the notional 
"distance" olthree states, namely, Goa, Punjab and Maharashtra 
and also the share of the Union Territories. The "distance· so 
derived for each State is multiplied by the population of 1971, and 
the products give the relative shares of the States in the devolution 
portion (45%) assigned to the factor of "distance•. 

5.9 Population as a factor for the distribution of taxes has 
been given different weights by successive Finance 
Commissions. The previous Finance Commission assigned 22.5 
per cant weight to this factor in the distribution of the share. 
Population is considered to be a significant determinant of the 
needs oft he people. However, since population is used as a scale 
factor in applying the "distance· and the "inverse of per capita 
income· criteria, even with a separate weight of only 22.5 per cent 
to population, it gets a much higher weight in the overall scheme. 
Therefore, the weight currently being assigned to population, 
namely, 22.5 per cent (25 per cant of the 90 per cent) in the 
devolution of Income Tax would remain unchanged. 

5.10 In our first report we had assigned a weightol 11.25 per 
cent to the inverse of per capita income of the State multiplied by 
1971 population and an identical weight to the proportion of poor 
people in the State to the total number of poor people in the 
country. In our first report, we had said that the consensus in the 
Commission was '"that the exclusive use of per capita income in 
addition to population would also not be appropriate because this 
measure does not adequately capture or reflect the state of well­
being or otherwise among the majority of population of the 
States•. We had also taken note of the argument adduced by 
some, that if a criterion in addition to per capita income and 
population should be used, It should be some other appropriate 
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indicator of backwardness and not the relative number of poor 
people in a State. As indicated in the first report, we had a dialogue 
with the State Governments on this matter and also consulted 
leading economists and other experts. Several States did .not 
approve of the Introduction of the index of population below the 
poverty line in the devolution formula. They lei\, that State-wise 
data on the number of poor people below the povllrty line were not 
statistically reliable. The argument was also advanced that the 
methodology of measurement was not conceptually sound 
because it had assumed the s<1me amount of calorie requirement 
in all places regardless of terrain and climate and had also ignored 
price differentials. Some of the economists also felt that the 
degree of poverty as such was not a relevant criterion in deciding 
upon budgetary allocations. Since, even the backward States 
such as Madhya Pradesh, Orissa, Rajasthan and Uttar Pradesh 
did not favour the use of the criterion of people below the poverty 
line in the devolution formula, we have decided to drop it. 
However, in order to supplement the use of per C'!Pita SDP, we 
have evolved a composite index of backwardness based on more 
sturdy data. The composite index of backwardness evolved by us 
comprises a combination of two indices, namely, population of 
Scheduled Castes and Scheduled Tribes and the number of 
agricultural labourers in different States, as revealed in the 
census for 1981. We feel that these two indicators would serve to 
reflect poverty and backwardness in large measure. An additional 
reason for adopting this criterion in the formula of devolution is to 
reduce the very high weight given to the factor of population, 
directly and indirectly. We have assigned equal weight in our 
computation to the two factors. The States having larger share of 
these two components are required to bear substantial 
expenditure responsibilities. The census data for Assam for 1981 
are not available and, therefore, the figures have been derived by 
taking the 1971 data.and by '!PP lying thereto the past growth rates 
of population. To this new criterion the data relating to which are 
shown in Annexures V.3A and V.38 we assign a weight of 11.25 
percent. 

5.11 We propose to retain the weight of 11.25percenttothe 
factor of inverse of per C'!pita income m ultipiied by the population 
of the State for 1971. 

5.12 To sum up, we recommendthatthe shareable proceeds 
of Income Tax be distributed among the States in the following 
manner:-

IQ 10 per cent on the basis of "contribution" as measured 
by the assessment of Income Tax for the years 1985-86 
to 1987-88. 

(IQ 45 per cent on the basis of "distance" of the per C'!Pila 
income of a State from that of the State with the highest 
per C'!Pita income m ultipiied by the 1971 population of 
the State concerned as indicated in paragraph 5.8. 

(Ill) 22.5 per cent on the basis of the population of the State 
in 1971. 

(Iv) 11.25 per cent on the basis of a composite index of 
backwardness compiled by us. 

(Y) 11.25 per cent on the basis of the inverse of per C'!Pita 
income multiplied by the population of the State in 
1971. 

5.13 To conclude, wa recommend that forthe period 1990-
91 to 1994-95 :-

(■) Out of the net distributable proceeds of Income Tax, a 
sum equal to 1.437 per cent shall be deemed to 
represent the proceeds attributable to Union 
Territories; 

(b) the share of net Income Tax proceeds assigned to the 
States should be 85 per cent; and 

(c) the distribution among Iha States of Iha share assigned 
to each of them in each financial year should be on the 
basis of the percentages shown in the tabla below :-

Share of States from Income Tax:1990-91 To 1994-95 

1. 
2. 
3, 
4. 
5. 
6. 
7. 
8. 

States 

Andhra Pradesh 
Arunachal Pradesh 
Assam 
Bihar 
Goa 
Gujarat 
Haryana 
Himachal Pradesh 

9. Jammu and Kashmir 
10. Kamataka 
11. Kerala 
12. Ma<flya Pradesh 
13. Maharashtra 
14 . 
15. 
16. 
17. 
18. 
19. 
20. 
21. 

Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 

Percentage share 
8,208 
0.073 
2.631 

12.418 
0.110 
4.550 
1.244 
0.595 
0,695 
4.928 
3.729 
8,185 
8.191 
0.171 
0.208 
0.073 

0.096 
4.326 
1.706 
4.836 
0.030 

22. Tamil Nadu 7.931 
23. Tripura 0.303 
24. Uttar Pradesh 16. 787 
25. West Bengal 7.976 

Total 100.000 

5.14 ShriJustice A.S. Qureshi, Member, does not agree with 
the sharing oft he proceeds of Income Tax asoutllned above. He is 
of the view that the receipts from Corporation Tax should also be 
made part of the divisible pool and shared with the States. His 
views in the matter have been given separately in his .note of 
dissent. 

Distribution of Addltlonal Excise Duties In Heu of 
Sales Tax 

5.15 We now examine the principles governing the 
distribution of the net proceeds of Additional Duties of Excise 
among the States as required under paragr'!Ph S(a) of our terms of 
reference. Wa had discussed at length in our first report the 
recommendations of the previous Finance Commissions and the 
points made to us by the different States regarding the principles 
of distribution. We maintain the view expressed in our first report 
that since the Additional Duties of Excise are levied in lieu of sales 
tax which itself is a tax on consumption, the shares of various 
States should correspond to their shares in the consumption of 
these commodities. Direct and reliable data of State-wise 
cons.umption of these commodities, however, could not be 
obtained, all our efforts since the submission of our first report to 
secure the same notwithstanding. The most comprehensive 
source of data we could have used is the National Sample Survey 
(NSS) data. We found that the NSS 38th round survey data, for 
which computer sheets were ready, suffered from the same 
infirmities as we had mentioned in detail in our first report. We 
were in no position to use these data as there were discrepancies 
between the description of the articles on which Additional Excise 
Duties were leviable and those included in the 38th round. Also, It 
was felt that the NSS data did not capture fully the expenditure 
made by the higher income groups on the specWied Items. The 
data from the 43rd round were not available_ in time for our use. 
The search for the figures of consumption led us to other sources 
as well. We enquired from the Textile Committee under the 
Ministry of Textiles whether they could supply us the required data 
relating to textiles. We found that the publications which the 
Textiles Committee brought out did not have the State-wise 
consumption data which we could make use of. We also checked 
and found that the various Textile Research associations like Iha 
South India Textile Research Association, the Bombay Textile 
Research Association and Iha Ahmadabad Textile Industries 
Research Association also did not maintain the type of data that 
we required. Likewise, no State-wise consumption figures in 



respect of tobacco could be obtained by us. This is not surprising 
in view of the nalure of the product. 

5.16 The Government of India does not compile State-wise 
consumption data in respect of sugar. Only the despatch figures 
of sugar to individual States (both levy and free sale) are available. 
We did not feel inclined to use them as proxies for the figures of 
State-wise consumption of sugar for the obvious reason thal while 
inter-State movement of levy sugar is banned, there is no such 
restriction in respect of sugar meant for free sale. Moreover, we 
cannot ignore the fact thatthe markets of one State often serve the 
requirements of people in other States. The figures of despatch to 
a State do not necessarily represent the levels of consumption in 
that State. We also considered whether our purpcse could be 
served by the dala of production of these three commodity groups 
in the respective States. We concluded that since we were looking 
for consumption data (as Sales Tax is mainly a tax on 
consumption) and production figures in a State cannot be taken to 
indicate consumption therein, It would be unfair to the consuming 
States with little or no production n we use production dala. 

5.17 This leaves us in no better position than we were before 
submission of our first report. Hence," for this report also we have 
relied on proxies, namely, SDP and population of the respective 
States. We have assigned equal weights to SDP and population in 
determining the shares of the individual States in the net proceeds 
of Addltional Duties of Excise. We have used the New Series of 
comparable estimates of SDP averaged for three years 1982-83 
to 1984-85 (Annexure V.4). 

5.18 As far as populalion is concerned, we are making a 
departure from our first report. Earlier we had adopted the 1971 
population for calculating the shares of the States. We have re­
considered at length whether for calculating the shares of the 
States in the net proceeds of Addltional Duties of Excise, the 1971 
or the 1981 census figures of population should be used. 
Paragraph 6 of the terms of reference, no doubt, lays down thal 
this Commission should adopt the population of 1971 in all cases 
where population is regarded as a factor for determinalion of 
devolution of taxes and duties and grants-in-aid. But the question 
is whether distribution of Additional Duties of Excise is really 
devolution or grant. 

5.19 The fact that the proceeds of Addltional Excise Duties 
are distributed only in pursuance of a tax rental arrangement 
between the Centre and the Stales (which has its origin in the 
National Development Council meeting of 1956) would clearly 
imply that this distribution cannot be trealed as devolution or 
grant-in-aid in the sense that these terms are normally 
understood. The terms of reference would, therefore, not bind us 
to use the 1971 population for computing the States' share of 
Addltional Excise Duties. But for the tax rental arrangement, the 
States would have been collecting Sales Tax on the current 
consumption of the relevant commodities. Since population is 
being used only as a proxy for consumption alongwlth SDP, we 
consider It as only logical that any criterion which links the shares 
of the States nearest to the consumption of the relevant Items in 
the individual States should be preferred. Viewed from this angle, 
one would be justnied in calculating the shares even on the basis 
of the projected population of each year of the period of ourreport. 
However, we felt that It might not be safe to use projections which 
could go wrong. It was preferable to use the 1981 census figures 
of population (the latest available) for computing the States' 
shares of Addltional Duties of Excise. We have, therefore, used 
the New Series of comparable estimates of SDP averaged for 
three years 1982-83 to 1984-85, alorigwlth the 1981 census 
figures of population in determining the shares of the States 
inter se in the net proceeds of Additional Duties of Excise 
(Annexure V.5). 

5.20 For working out their share, the Union Territories should 
be trealed notionally as one unit and the share determined on the 
same basis as IIJl!>licable to the States. The share of the Union 
T errltories which amounts to 1.903 per cent should be retained by 
the Central Govemment. The balance would be distributed 
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among the States in each year in accordance with the percentage 
shares given in the table below: 

Share of States from Addltlonal Excise Duties In lleu 
of Sales Tax, 1990-91 to 1994-95 

States Percentage Share 
1. Andhra Pradesh 7.680 
2. Arunachal Pradesh 0.107 
3. Assam 2.743 
4. Bihar 8.317 
5. Goa 0.228 
6. Gujarat 5.905 
7. Haryana 2.317 
8. Himachal Pradesh 0.821 
9. Jammu and Kashmir 0.929 
10. Kamataka 5.865 
11. Ker$ 3.723 
12. Madhya Pradesh 7.164 
13. Maharashtra 11.886 
14. Manipur 0.213 
15. Meghalaya 0.190 
16. Mizoram 0.068 
17. Nagaland 0.120 
18. Orissa 3.486 
19. Punjab 3.533 
20. Rajaslhan 4.689 
21. Sikkim 0.052 
22. Tamil Nadu 7.064 
23. Tripura 0.278 
24. Uttar Pradesh 14.657 
25. West Bengal 8.165 

Total 100.000 

Grant In Heu of Tax on Railway Passenger Fares 
5.2.1 Tax on Railway Passenger Fares is one of the items 

mentioned in Article 269 of the Constitution. In terms of paragraph 
5(b) of our terms of reference we are required to suggest changes, 
n any, in the principles governing the distribution of the grant in lieu 
of the tax under the repealed Railway Passenger Fares Tax Act, 
1957. 

5.22 The historical background leading to the practice of 
giving grants to the States in place of the repealed tax on Railway 
Passenger Fares has been given in our first report. Briefly, the tax 
which was first imposed in 1957 was repealed in 1961. In fact, the 
tax was merged with the basic fare and the grant was introduced 
only to compensate the States for the consequential loss of 
revenue. The tax was revived in 1971 and again repealed in 
1973. 

5.23 The principles on the basis of which the earlier Finance 
Commissions distributed the grants have been summarised and 
examined in our first report. The Seventh Commission adopted 
the formula of distribution of the grant in proportion to the non­
suburban passenger earnings from traffic originating in each 
State. The Eighth Commission endorsed this practice. Thal 
Commission found It only logical that the taxable event being the 
payment of fare, the States should get the grant on the basis of the 
fare, paid within their boundaries. The route or the length of the 
journey was not malarial. In our first report, we found the logic 
adopted by the Seventh andtha Eighth Commissions to be sound. 
We sea no reason to change our view. 

5.24 Our terms of reference do not directly enjoin upon us to 
make any recommendation about the quantum of the grant. We 
are of the view that It would not be particularly meaningful to 
consider the principles of distribution of the grant without going 
into Its size - that would be an exercise in vacuum. On this; some 
States have demanded that the grant should be 10. 7 per cent of 
the non-suburban railway passenger earnings (because this was 
the incidence when the tax was in force) and thal this proportion 
should be maintained in each of the years 1990-95. In other 
words, the grant should be 10. 7 per cent of railway passenger 
earnings In each of the future years. 



5.25 The Railways have again strongly pleaded that 
increasing the amount of the grant beyond its current size of Rs. 
95 crora annually would put their developmental efforts in 
jeopardy. Thay have again drawn our atlelllion 10 the fact that they 
are subsidising not only passenger traffic but alsofreighttraffic. In 
a communication sent to us for our second report, they have 
stated thatthe impact of social obligations borne by them in 1987-
88 (estimated) was close to Rs. 1,760 crore by way of 
subsidisation of passenger fares and tariff on low-rated 
commodities. Their case is that Railway receipts should not be 
treated on par with Central Government's general tax revenues, 
part of which devolves on the States. The Railways have to find 
adequate resources to p!OVlde a modern and efficient transport 
infrastructure to meet the demands of a growing economy which 
is acquiring further complexity and sophistication. 

5.26 In paragraph 8.22 of our first report, we had stated that 
we would, for the purpose of our second report, revert to the 
question of the size of Iha grant. Having said this, we have 
examined It on the basis of Railways' accounts, balance-sheet 
and budget documents. We have come to the conclusion that the 
Railways cannot bear the burden ol 1 o. 7 par cant incidence of the 
grant on non-suburban passenger fares without their finances 
and performance being seriously affected. The alternative of 
raising the railway fares in order to pay more to the States does not 
appeal to us. At the same time, we are of the opinion that the 
quantum cannot remain pegged at Rs. 95 crora. Considering all 
aspects of the matter and the interest of the States as well as of the 
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. Railways, we feel that It would be reasonable and lair to fix the 
grant at a lumpsum amount of Rs. 150 crore per annum for each 
year of the period of the report, 1990-95. On the subject of 
quantum, Shri Justice A.S. Qureshi, Member, feels that the lair 
and equltable approach to the matter was 10 fully compensate the 
States for the loss as though there was no repeal of the Act. The 
Railway Passenger Fares Tax when In force amounted to 10.7 par 
cent of Railways' non-suburban passenger fare earning and grant 
equivalent to this•be paid to the States in each of the years 1990-
95. Since the incidence oft his amount would be around 3 per cent 
of Railways'total revenues from goods and passenger earnings, 
he feels that It could be borne by the Railways instead of any 
part of It being made up from the General Revenues of the Union 
Government as in the past. He also feels that the abolltion of the 
tax without the consent of the States was not a correct step. Dr. 
Raja J. Chelliah, Member, is of the view that the case for 
increasing the grant in lieu of the repealed Railway Passenger 
Fares Tax is implicltly based on the earlier approach to the 
devolution of taxes whereby the principles of distribution were 
determined on the basis of criteria, all of which were independent 
of the assessments of the State Governments' revenues and 
expenditures. Under the new approach thatthis Commission has 
initiated, devolution and grants-in-aid have to be linked to the 
normatively assessed budgetary positions olthe different States. 
This has required some reduction in the relative weight of 
devolution based on independent criteria. This being so, ff more is 
given by way of grant in lieu of Railway Passenger Fares Tax, 
correspondingly less might have to be given by way of other 
shareable taxes. The States as a whole would not gain while the 
Railways might be put to difficulty. Furthermore, ff the amount of 
the above grant is to be increased substantially, one would have to 
put the principles of Its distribution on par with those of other 
shareable taxes; in fact, It is not clear why a proxy for passenger 
earnings in each State is being used now, when there is no tax 
rental arrangement involved. However, Dr. Chelliah does not wish 
to press this issue because the total amount involved is relatively 
small. 

5.27 We are aware that in recent years the Railways have 
shown good performance in the field of freight traffic, wagon 
utilization, traffic density, track renewals, railway electrification, 
etc. Their inventory turn-over ratio and energy consumption have 
also shown favourable trends. Even then, we cannot ignore the 
,fact that there is great scope to improve Railways' efficiency 
parameters, such as control of staff, better utilisation of rolling 
stock, checking of ticketless travel, prevention of wasteful 

expenditure and greater productivity of investments by not taking 
up too many schemes and programmes whose inadequate 
funding leads to time and cost over-runs. The scope for curtaMing 
staff and effecting savings would be much greater following the 
large scale computerisation undertaken by the Railways in recant 
years. All these should improve the developmental and 
modernisation work besides meeting the obligation of the grant to 
Iha States. 

5.28 In our first report, we had also considered the 
suggestions of the States regarding the principles of distribution of 
the grant. In that report, following the recommendations of Iha 
Seventh and the Eighth Finance Commissions, we had 
recommended that the grant should be distributed among the 
States in proportion to the non-suburban passenger earnings 
from traffic originating in each State. We consider that the logic of 
our recommendation in the first report was sound and hence we 
do not find any reason to deviate from it in our second report. 

5.29 We have obtained from the Ministry of Railways the 
latest actuals of non-suburban passenger earnings in respect of 
each State for the period 1984-8510 1987-88, excaptlor Mizoram 
which does not have a railway line or an out agency (Annexure 
V.6). 

5.30 Summing up, we recommend as below :-

(I} The quantum of the grant in lieu of Railway Passenger 
Fares Tax for 1990-95 should be Rs. 150 crore 
annually . 

(II) The shares of the States in the grant in lieu of the 
repealed Tax on Railway Passenger Fares be allocated 
in the same proportion as the average of the non­
suburban passenger earnings in each State in the years 
1984-85 to 1987-88 bears to the average of the 
aggregate non-suburban earnings of all the States in 
those years. On this basis, the shares of the States in 
each year during 1990-95 would be as follows:-

Share of States from the Grant In lleu of Tax on 
Railway Passenger Fares: 1990-91 to 1994-95 

States Percentage Share 

I. Andhra Pradesh 7.484 
2. Arunachal Pradesh 0.008 
3. Assam 1.509 
4. Bihar 8.2136 
5. Goa 0.133 
6. Gujarat 5.717 
7. Haryana 1.637 
8. Himachal Pradesh 0.098 
9. Jammu and Kashmir 0.520 
10. Karnataka 3.271 
11. Kerala 3.562 
12. Madhya Pradesh 6.061 
13. Maharashtra 22.634 
14. Manipur 0.013 
15. Meghalaya 0.040 
16. Mizoram 
17. Nagaland 0.165 
18. Orissa 1.614 
19. Punjab 3.110 
20. Rajasthan 4.579 
21. Sikkim 0.004 
22. Tamil Nadu 6.893 
23. Tripura 0.042 
24. Uttar Pradesh 15.437 
25. West Bengal 7.203 

Total 100.000 

Union Excise Duties 

5.31 Now we take up the issue relating to the distribution, 
between the Union and the States, of the net proceeds of Union 
Excise Duties and the allocation among the States of such 
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proceeds, as required under paragraph 3(a) of our terms of 
reference. 

5.32 Over the· years, Finance Commissions have 
increasingly depended on Union Excise Duties in meeting the 
revenue needs of the States. This is insplte of the fact that Excise 
Duties are not compulsorily shareable under the Constitution. The 
modallties of sharing Union Excise Duties have, however, varied. 
The details were given in our first report. h also contained the 
views of the State Governments on different aspects of sharing 
the Union Excise Duties as also our observations on certain 
important issues having a bearing on the scheme of devolution. 
Since the submission of the first report we received further 
suggestions from some State Governments and we have 
considered them also. 

5.33 Coming to the actual scheme of devolution we do not 
make any deviation from our earlier recommendation that the 
divisible pool of Excise Duties should include the net proceeds of 
all Excise Duties including Special Excise Duties but exclude 
duties collected under the Additional Duties of Excise (Textiles 
and Textile Articles) Act, 1978, and the earmarked cesses. 

5.34 In our first report, we had recommended that 40 per cent 
of the net proceeds of Excise Duties should be distributed among 
all the States to take care of the revenue needs of the States in 
general. Another 5 per cent was earmarked to help the deficit 
States so that their non-Plan revenue deficits could be reduced. 
We are making a departure Imm this in that we propose to 
distribute the entire amount of 45 per cent as a consolidated 
amount without dividing h into two components of 40 percent and 
5 per cent. 

5.35 We are also revising the formula of devolution adopted 
in our first report. While we are retaining the weights of population 
and IA TP at the levels of 25 per cent and 12.5 per cent, 
respectively, we are reducing the weight for "distance"from 50 per 
cent to 33.5 per cent. In view of the poor quality of available data 
and tor the reasons stated in paragraph 5.10, we are doing away 
with the poverty ratio. As in the case of the formula for devolution 
of Income Tax, 12.5 per cent weight is being given to 
backwardness in place of poverty ratio. On these criteria 83.5 per 
cent of the State's share of Union Excise Duties is allocated 
among all the States. In our first report, we had adopted the 
approach of the Eighth Finance Commission that the scheme of 
devolution should, inter alia, take account of the revenue deficits 
of the States. On this basis 5 per cent of the net proceeds of Union 
Excise Duties was set aside for the deficit States. The normative 
approach adopted by us in this report in reassessing the revenue 
receipts and expenditure has much wider coverage than what 
was adopted by the earlier Commissions. As pointed out in 
Chapter II, under a scheme of normative assessment It is only 
equitable that the resuhant deficits are also considered in the 
broad scheme of devolution ltseW. This can be ensured, more 
appropriately, while formulating the scheme of sharing of Union 
Excise Duties, which is discretionary unlike Income Tax, under 
the Constitution. On this basis the remaining net proceeds of 16.5 
per cent will be distributed among the States which will have a 
non-Plan revenue deficit after taking into account their shares 
from the devolution of all taxes and duties, including the shares of 
Excise Duties, as indicated above, and also the grants in lieu of the 
repealed Tax on Railway Passenger Fares. Distribution should be 
done on the basis of the proportion of deficit of each State to the 
total of all States' ~elicits woll(ed out by us. 

5.36 Accordingly, we recommend that the distribution 
among the States in 1990·95 of 45 per cent of the net proceeds of 
Union Excise Duties should be done in the following manner:-

(I) 25 per cent should be distributed among the States on 
the basis of 1971 population. 

(IQ 12.5 percent should be distributed among the States on 
the basis of Income Adjusted Total Population (IATP). 
For calculating IATP, the 1971 population of the States 
should be weighted with the inverse of the average per 
capita income as per the New Series for the triennium 
1982-83 to 1984-85 . The share of a State is to be 
determined by the percentage of the Income Adjusted 
Total Population of that State to the aggregate of the 
income adjusted total population of all States. 

(Ill) 12.5 per cent should be distributed on the basis of the 
index of backwardness. 

(Iv) 33.5 per cent should be distributed on the basis of 
"distance· of per capita income (New Series) of a State 
duringthetriennium 1982-83101984-85fromthatofthe 
State having the highest per capita income, i.e., Punjab, 
as indicated in paragraph 5.8, multiplied by its 1971 
population. 

(V) The remaining 16.5 per cent should be distributed 
among the States with deficits, after taking into account 
their shares from the Income Tax, Excise Duties under 
clauses (i) to (iv) above, Additional Excise Duties in lieu 
of Sales Tax and the grant in lieu of the repealed Tax on 
Railway Passenger Fares. Distribution should take 
place on the basis of the proportion of deficit of each 
State to the total of all States' deficits worked out by 
us. 

5.37 The percentage share of each State as wol1<ed out by 
us for the Union Excise Duties during each year of 1990-95 is 
given in the table below:-

Share of .States from Union Excise Duties: 
1990-91 to 1994-95 

. States Percentage share 

1. Andhra Pradesh 7.170 
2. Arunachal Pradesh 0.897 
3. Assam 3.810 
4, Bihar 11.028 
5. Goa 0.523 
6. Gujarat 3.183 
7. Haryana 1.099 
8. Himachal Pradesh 1.943 
9. Jammu and Kashmir 3.548 
10. Kamataka 4.104 
11. Kerala 3.087 
12. Madhya Pradesh 7.224 
13. Maharashtra 5.185 
14. Manipur 1.174 
15. Meghalaya 0.891 
16. Mizoram 1.109 
1.7. Nagaland 1.348 
18. Orissa 5.358 
19. Punjab 1.362 
20. Rajasthan 5.524 
21, Sikkim 0.260 
22. Tami Nadu 6.379 
23. Tripura 1.556 
24. Uttar Pradesh 15.638 
25. West Bengal 6600 

Total 100.000 



CHAPTER VI 

FINANCING OF RELIEF EXPENDITURE 
6.1 Paragraph 9 of the Presldent·s Order requires us to 

review the policy and arrangements in regard to the financing of 
relief expendhure by the States affected by natural calamities. We 
have been called upon to suggest appropriate modffications in 
the existing arrangements, having regard, among other 
considerations, to the need for avoidance of wasteful expenditure. 
The President's Order also requires us to examine the faasiblllty 
of establishing a national Insurance fund to which the State 
Governments may contribute a percentage of their revenue 
receipts. The mandate Is much wider than in the past. Pending 
the detailed examination of all the inter-related matters we had 
recommended in our first report the extension of the scheme of the 
Eighth Finance Commission to 1989-90 with the amount of 
margin money revised and updated. We will now examine in this 
report the entire gamut of the Issues referred to us in paragraph 9 
of the said Order. 

6.2. The existing policy and arrangements for meeting the 
rarief expenditure are, by and large, based on the observations 
and recommendations of the successive Finance .Com missions. 
All the Finance Commissions from the Second Commission 
onwards have accepted the concept of margin money which is 
buih into the expenditure forecast of each State. The Seventh 
Finance Commission, for the first time, made a distinction 
between different calamities. It distinguished droughts from 
floods, cyclones and earthquakes. The distinction was made on 
the grounds of differences in the nature of the calamity and the 
consequent difference in the measures required for relief of 
distress. That Commission recognised the fact that the necessity 
for relief in the event of floods,cyclones and earthquakes was 
immediate and the needed action could brook no delay. The 
incidence of droughts, on the other hand, was something which 
could be foreseen and which also permitted certain margin of time 
for planning relief works. In fact, while a flood destroys, drought 
offers the opportunity of creating productive assets for the 
community through relief works, provided a shett of development 
projects to be executed at the local level Is kept prepared in 
advance. There Is 1)0 loss of immovable property in drought even 
though there Is considerable loss of production of food and fodder. 
Drought leads to erosion of employment and wages, migration of 
cattle, distress sales, malnutrition and serious diminution in the 
availabillty of drinking water. As against this, when floods, 
cyclones or earthquakes occur, there is loss of both human and 
cattle lives accompanied by damage to public and private 
property. Floods may cause damage to standing crops -they may 
even lead to salinity or sand-spilling in cartain cases - but quite 
often, the next crop, Invigorated by the deposit of fresh silt, Is 
healthy and luxuriant. The Eigth Finance Commission 
consldereded the damage caused by lire as well to be treated on 
the same footing ae 'loads, cyclones and earthquakes. 

6.3, The pattem of funding of the relief expenditure has been 
evolved over the years on the basis of the recommendations of the 
Finance Commissions. The margin money for each State was 
calculated by averaging the non-plan expenditure (excluding 
advance Plan assistance and expenditures of a Plan nature) 
booked overt ha years under the heads accommodating the relief 
expendfture. The Seventh Finance Commission, while fixing the 
margin money, took into consideration the fact that the 
expendfture on public works damaged by a natural calamity 
constituted a heavy burden on the finances of the States and, 
therelore,lt Included an elamentonthisaccounttoo in the margin 
money. The axpendNure on relief employment, however, was 
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kept outside the purview of margin money. That Commission also 
improved by 15 percent the average calculated for 9 years(t 969-
70 to 1977-78) to allow for the increase In price levels. The 
Seventh Commission stipulated that in the event of drought, the 
expenditure, over and above the margin money, should be met by 
the State out of the contribution from Its Plan outlay. Normally, 
such a contribution was not supposed to exceed 5 per cent of the 
annual Plan outtay of the State. This contribution by the State was 
to be covered by release of "advance Plan assistance" by the 
Government of India adjustable within live years following the end 
of the drought. The assistance was released in the form ol 70 per 
cent loan and 30 percent grantto all non Special Category States, 
Assam and Jammu and Kashmir and 1 O per cent loan and 90 per 
cent grant to Special Category States excluding Assam and 
Jammu and Kashmir. In those cases, however, where the 
drought was so severe that the expenditure could not be restricted 
to 5 percent of the annual Plan olthe States, the Seventh Finance 
Commission recommended thatthe expenditure should be taken 
as an indication of the special severity of the calamity which would 
justffy the Central Govemment assisting the State to the lull extent 
of the extra expenditure. This extra assistance was to be made 
available by the Central Government on more liberal terms i.e., 
hatt as grant and haff as loan. As regards expenditure in excess of 
margin money on repairs and restoration of public works following 
floods, cyclones and earthquakes, the Central assistance was to 
be made available as non-plan grant not adjustable against the 
Plan. The non-plan grant was to be given to the extent of 75 per 
cent of the total approved ceiling of expenditure in excess of the 
margin money. The remaining 25 per cent was to be borne by the 
State. The Seventh Finance Commission had also observed that 
where a calamlty was of "rare .severity", the Central Government 
could extend assistance to the Stat!"' concerned evlln beyond the 
schemes suggested by the Commission. 

6.4. The Eighth Finance Commission recommended the 
continuance of the scheme suggastad by the Seventh Finance 
Commission, Increased the quantum of margin money for all 
States to Rs.240. 75 crore per year and suggested that the margin 
money should be shared on a matching basis between the Centre 
and the States. That Commission further stipulated that. the 
margin money should cover Items of direct relief expenditure and 
expenditure on repairs and restoration of public assets. The 
expenditure on relief employment was disallowed, except to the 
extent where additional stall was specfflcally recruited for the 
purpose of relief operations. 

6.5. LetusnowexaminetheviewsQftheStatesinthematter. 
Almost all the States felt that there were deficiencies in the 
present arrangements and pointed out the operational problems 
that the scheme gave rise to. Uttar Pradesh, Madhya Pradesh, 
Maharashtra, Manipur etc., would like tl}e present distinction 
between droughts and floods to be done away with. All non-plan 
expenditure on drought relief in excess of the margin money is 
expected to be borne by the State Governments. The advance 
Plan assistance is available to accommodate Plan expenditure 
but this assistance is adjustable against future Plan assistance. 
This pattern of funding obviously cuts into the size of the Plan for 
subsequent years and poses problems of inter-sectoral 
adjustments. The States, therefore, by and large.do not relish the 
linkage of relief expenditure to the adjustment from Plan 
assistance which eventually reduces the size of the Plan. In their 
view, the entire expenditure should be met by the Central 
Government in the form of non-Plan grants. Further, State 



Governments have argued that Central teams which visit the 
States after the calamity do not allow some Items of expenditure 
on which expenses have already been incurred by the States and 
that they also do not have very clear idea about the norms for 
different Items of expenditure on drought and flood relief. A 
number of suggestions have been made for increasing the level of 
expenditure. Bihar, Gujarat and Maharashtra have suggested 
increase in the quantum of cash doles given to the aged and the 
handicapped. Other suggestions include admissibility of 
overhead expenditure, purchase of capital equipment and 
payment to skilled workers with a view to creating permanent 
assets through employment generation programmes. Some of 
the States have also requested that they should be allowed a free 
hand in incurrinp expenditure on heads otherthan those approved 
by the Centra teams with the stipulation that the total ceiling 

should not be exceeded. They have also suggested that the loans 
advanced by the Centre for financing the relief expenditure in the 
past and remaining outstanding should be written off. 

6.6. The States have also referred to the current procedure 
for sandion of relief assistance by the Government of India 
which,accordlng to them, is somewhat cumbersome and time 
consuming. In adual pradice considerable time is taken before 
final Indication is received about the quantum of assistance 
available from the Government of India. States a,gue thatthey are 
handicapped by the fad that they do not know at all as to why their 
claims for Central assistance are disallowed and why tha size of 
the assistance is drastically curtailed relative to the demand put 
forth by them. The Central teams constituted at short notice and 
compnsing officers drawn from different disciplines are said to 
have no effective means of checking the data personally and their 
recommendations which are usually endorsed by the High Level 
Committee on Relief are based mostly on impressions gathered 
during brief visits to some sites. 

6.7. Wafeelthatthe present system in which any assistance 
in excess of the ma,gin money is made condltional on the 
assessment of the Central team carried out at short notice would 
lead, by Its very nature, to dissatnication on the part of the States 
and at the same time induce them to make exaggerated claims. 
On the other hand, since the quantum of assistance is based on 
quick and rather cursory surveys, there could be substantial 
underassessmant of the damage to be compenstated for. Wa 
must.therefore, look for an alternative system. 

6.8. The Sixth Finance Commission had a mandate under 
the President's Order to examine the feasibility of establishing a 
national fund somewhat similar to what has been assigned to us. 
That Commission gava careful thought to the pros and cons of the 
setti':'ll up of such a fund. h recognised the fad that the provision 
of relief was a sensitive issue and any fund set up outside the 
Government would find It difficult to deal successfully with issues 
havi"!l polltical implications. In the event of a wide-spread natural 
calamity the Central Government would come under strong 
pressure to go all out and provide assistance to the affected State. 
In such a sltuation,the availabillty or otherwise of resources in the 
national fund would cease to be relevant in determining the 
quantum of assistance. The concept of national fund would thus 
break down completely in the event of a major calamity. At the 
samatima, the States would view the assistance from the national 
fund· as legltimataly due to them, at least, to the extent of their 
contribution. There was thus a risk of the fund being depleted 
even in the normal years, while in rears of adversity, It might prove 
wholly inadequate. That Commission also felt that there were 
serious operational difficulties in the constitution of such a fund. 
The determination of the contribution of individual States to the 
fund would pose conceptual and pradical problems. No formula, 
however carefully designed, would be acknowledged as lair by all 
the States. Some of the States would be called upon to contribute 
appreciably more to the pcol than th9Y. were ever likely to draw 
from It. The question of States' contnbution to the fund - the 
Commission !alt - might become yet another irritant In Centre­
Stata relations. The Sixth Finance Commission, therefore, came 
to the conclusion that the establishment of such a national fund 
was neither feasible nor desirable. 

6.11. The feasibility of establishing a national Insurance fund 
to which States may contribute a percentage of their revenue 
receipts has also been referred to us under the President's Order. 
In this connection wa had discussions with the Ula Insurance 

Corporation of llldla(LIC) and the General Insurance Corporation 
of India (GIC). These institutions operate a number of schemes 
which cover, wholly or partly, soma of the Items for which relief is 
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provided. Both LIC and GIC were asked to examine the possibility 
of formulating a comprehensive umbrella scheme which could 
cover the whole range of natural calamlties for which relief is 
currently admissible. The LIC indicated that It would be possible 
for them to cover only one Item viz., ex11ratia payment to a 
bereaved family under the insurance scheme. h further 
mentioned that due to certain legal constraints It would not be 
possible for It to cover death attributable only to natural calamity. 
The insurance cover would Include deaths ascribable to other 
faders as well. The Insurance cover could be had under the group 
insurance scheme of the LIC covering groups of persons taken 
together under one master policy. h further stated that since a 
natural calamity might affect many categories of people in many 
geographical locations of the country, the onlv effective way was 
to cover the entire population of India within the age groupol 18-
60yearslor an assured sum of Rs.1000 per person. The premium 
on such an insurance was tentatively estimated to cost Rs. 400 
crore per annum and this we considered to be too colossal a 
sum for the limited benefits provided. In any case, It hardly bore 
any relation to the maximum expenditure of Rs.84.5 lakhs 
incurred by the States for the lossof ltte during anyone year of the 
last five rears. The proposal submitted by LIC was beset with 
other limitations as well. The scheme, by and la,ga, covered only 
the principal bread-winner of the lam ily and the population below 
18 years and above 60 years was outside Its purview. The LIC 
would also not be in a position to operate even a limited scheme of 
this nature entirely on tts own strength. It would call for heavy 
dependence on the administrative machinery of the State without 
which the settlement of the claims was likely to get inordinately 
delayed. We felt,therelore, that the proposal submitted by LIC 
was unlikely to meet the purpose which we had in mind. 

6.10. The General Insurance Corporation of India (GIC/. also 
operates Its business of general insurance on the princip es of 
insurable interest and indemnity. Most of the Items for which 
assistance is now being provided by the States do not lend 
themselves to the concept of general insurance as transaded by 
the GIC. Only a few of the ttems fall under the categories now 
being insured by the GIC. It was found that the Items which the 
GIC was prepared to insure did not accountforeven 20 percent of 
the total ceihngs of axpendtture approved for relief during the five 
yearpariod 1982-87. In anycasa; both the LICandtheGICdo not 
have field organisations of their own down to the block and village 
levels which could take up the task of assessing -losses and 
damages resulting from natural calamlties. The insurance cover 
provided by them is also of a limlted nature and the bulk of the 
Items on which relief is being given today fall outside their 
purview.The LIC and GIC have further averred that given the 
magnitude of the problem, they could operate any such scheme, 
like the Crop Insurance Scheme, not as insurance bodies but as 
agents of the Government. In other words, government would 
have to provide budgetary support to meet any gap between the 
premium collected and claims paid. We found It difficult to evolve 
an appropriate insurance scheme which could be operated 
independently of the government. The formulation of an 
insurance schema would hinge on determination of experience­
rated premia for different types of risk whose incidence and 
intensity would vary widely from State to State and, indeed, from 
area to area wtthin each State. There would be serious 
imponderables in working out the premium rates and getting the 
same accepted by all the States. 

6.11. The source of calamity, t,v Its very nature and 
magnitude, would pose problems which no agency, outside 
government, can tackle exclusively and in fun measure. The 
process of assessing the loss by an external agency Is bound ID 
be a lot more complicated and time-consuming. h would la,gely 
defeat the purpose of providing timely succour to the people 
stricken by calamity. Besides, the greatest sufferers In a natural 
calamity are the pcor and the have-nots at the bottom of the social 
and economic pyramid who have precious little to insure. Apart 
from this, tt must be remembered that in the case of floods and 
cyclones, much of the damage is caused to public assets such as 
roads, embankments, bridges and government buildings. The 
States have to be helped ID rebuild them. This liability to rebuild 
cannot easily be measured as an insurable rilk, particularly when 
the physical ClOndttions and the sources of rilk vary VBll!ly •~ 
between States. It would, therefore, seem that the concepl of an 
insurance fund for disaster relief is not a viable one and a scheme 
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based on the insurance concept will run into serious practial 
problems. 

6.12. It is not possible to runawaylromthebasiclactthatthe 
primary responsibility for providing relief to the persons affected 
by natural calamlties is that of the govarnmant. No corporate body 
or agency independent of government can ever cope with the 
multltlllla of problems lalt by a natural calamity in Its trail. Tha 
execution of the relief programme, therefore, cannot be delinked 
from governmental responsibillty. 

6.13. We, therefore, share the misgivings expressed by the 
Sixth Finance Commission in lull measure. Tha majority of the 
States have also opposed the setting up of such a fund. Having 
heard the States and alter having given serious thought to the 
entire gamut of inter-related Issues wa also feel that the 
establishment of a national insurance fund is not feasible. 

6.14. It is seen that in the last ten years (1979 to 1989) the 
total of ceilings of expenditure allowed on relief on account of 
natural calamlties comes to Rs. 7930 crora. While there has 
been a continuous increase in the ceilings of expenditure on 
account of relief, It is seen that no asset of any signHicance could 
be created within the parameters of the relief programmes-both 
under floods and drought nor could any long- term corrective 
action be undertaken. The assets created were negligible as the 
scheme of financing of drought relief work did not allow for 
expenditure on material components orlor employment of skiffed 
stall to guide the unskilled workers who could create durable 
assets. It was mostly test relief type of work which was 
undertaken. Further, the scale of assistance allowed was not 
enough to meet the actual expenditure required forth a restoration 
of the assets. No purpose was served by such assistance. The 
Commission feels that It would have bean a more constructive 
approach H this money had been given as seed money to enable 
individuals or a group of people to get help lrOfl! linanclal 
institutions and build pucca houses. A similar approach is also 
called for in the construction of the roads damanged by a natural 
calamity. 

6.15. While formulating our racommendations on the 
financing of relief expenditure and suggesting a sultable scheme, 
we must keep in view certain basic considerations to an sure the 
success and viability of the scheme. The first concerns Iha lave! ol 
assistance to be provided for. An analysis of the operation of the 
scheme during the recommendation period olthe Eighth Finance 
Commission would' clearly show that the ceiling for the margin 
money prescribed by the Eighth Commission proved to be quite 
inadequate for the levels of relief expenditure sanctioned by the 
Central Government in each year of the recommendation period. 
The total ceilings of expenditure appro~ed by the Government ol 
India during the five-year period 1~-89 ware Rs.512.89, 
Rs.1006.32, Rs.1023.89, Rs.1658.92·and Rs.1084.29 crore, 
respectively, againstthe annual margin money of Rs.240. 75 crore 
fixed by the Eighth Commission. This large difference between 
the.margin money fixed andthaactual ceiingsof expenditurewas 
dua to the lactthatthe margin money was calculated excluding the 
expenditure incurred by the States on Items of plan nature for 
which advance Plan assistance was given, whereas tha actual 
ceilings of expenditure included also advance Plan assistance 
consisting of both grants and loans. The expenditure level 
allowed should be calculated in such a manner as to reflect the 
currant reallties as closely as possible. Second, the present 
system of assessment of the damage and the mechanism ol 
giving Central assistance leads to delay in extending help and 
succour to the people affected by the natural calamlties which 
should be avoided. Quickness of response should be a basic 
feature of the scheme. Third, we must take note of Iha fact that, 
quite often, the catalogue of demands presented by the States Is 
inflated in character presumably under the impression that the 
claim, regardless of how realistically It has ·been formulated, 
would, in any case, be cut down heavily by the Government of 
India. ThacompulsionsolpublicopinionlntheStatamayalsolead 
to such demands so that Iha State Governments could avoid 
being criticised for alleged underestimation of re Def requirements. 

Any schema offlnancing the relief expenditure, therafora, should 
contain abullt-in mechanism to discourage such claims which are 
either not necessary or notfully supported by facts. Fourth, the 
scheme should ba so designed as to ensure against profligacy 
and wastefulness. As observed by the previous Commissions, 
the big increase in expenditure in terms of approved ceilings from 
Rs.49.88 crore In 197 4-75 to Rs.1084.29 crora in 1988-89 cannot 
be explained purely in terms of the growing severity of natural 
calamities. True, the environmental degradation, deforestation, 
cnmatic changes as a consequence of the greenhouse effect, 
rapid population growth forcing settlement and cultivation of 
marginal lands In the river beds and storm water channels have 
all contributed to the phenomenal growth in relief expenditure. At 
the same time, Increased expenditure on relief diverts precious 
resources from investment in projects needed for the long term 
growth ol the economy. The scheme should aim at providing 
incentives for economy in expenditure. Fifth, the States should be 
able to take care of Iha problems and expenses caused by the 
oocurrence of the usual type of natural calamities of normal 
magnitude. That Is, the money already provided in advance 
should be more or less sufficient for the purpose of relief 
expenditure except when there is a serious disaster. Keeping 
these considerations in mind and also taking into account the 
various suggestions made by the State Governments, we 
recommend as follows. 

6.16 The present arrangement for financing relief 
expenditure should be replaced by a new one where greater 
autonomy, accountability and responsibility are placed upon the 
States and they are provided adequate means and wherewith al to 
carry out the same. Once this is done, the States would be 
expected to follow the path of sett-reliance and would not have to 
look up to the Centre. This would also be in conformity with the 
views of previous Commissions and the constltutional position 
that the primary responsibility for relief is that of the States. 

6.17. We propose to replace the present scheme involving 
the provision of margin money, preparation of States' 
memoranda, visits of Central teams, ate. by a scheme which is 
qualltatively different in the sense that generous funds are placed 
at the disposal of the States and they are expected to look alter 
themselves in almost all situations. We have taken the average of 
actual ceiling of expenditure approved during Iha last tan years 
ending in 1988-89 and rounded It off to the nearest crore thus 
completely changing the concept of margin money followed 
hitherto. On this basis, the aggregate average for all Iha States, 
taken together, works out to_ Rs.804 crora. We, therefore, 
recommend that a total of Rs. 804 crora should be available each 
year to States as funds earmarked for relief on account of natural 
calamltles. This amount does not represent just the margin money 
(both Centre's and States' shares) as understood so far but the 
average of ceilings of expenditures approved in the last tan years 
which include margin money, advance Plan assistance (grant and 
loan), special Central assistance (50:50 loan a))d grant) for relief 
of natural calarnltias and the State's own share of 25 per cent in 
flood relief. The Centre will be required to pay 75 par cant ( Rs. 
603 crore) to a Calamity Relief Fund for all the States togatherlor 
each year of the five year period covered by our raport. The 
Statawisa shares are shown in Annaxure Vl.1. The States would 
have to deal with natural calamities and manage their affairs 
without the need for any reference to or authorisation from the 
Centre within the amounts so provided. The other features of the 
scheme would be as under: 

(I) A Calamlty Relief Fund should be constituted for each 
state with the amount allocated to the State. This fund 
would have an existence separate from the 11enaral 
revenues of the State and contributions to thlS fund 
would be made bytha Centre and Iha State ooncerned In 
the course of the- year in equal quarterly instalments. 
The fund will be kept in a nationalised bank and 
administered by a Committee. 

(11) Contribution to the fund would be made by the 
Government of India to the extant ol 75 per cant in Iha 
form of non-Plan grant. The balance of 25 per cent 
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shall be contributed by the State Government out of its 
own resources. 

(Ill) The fund would be operated under the control of a 
Committee headed by the Chief Secretary of the State. 
The Committee would consist of officials who are 
normally connected with relief work and experts in 
various fields In the State affected by natural calamities. 
The Committee will be nominated by the State 
Government. 

(Iv) The State Level Committee shall decide on all matters 
connected with the financing of the relief expenditure. 

(v) Following the creation of this fund, it will be the 
responsibility of the State Governments to meet all 
expenditures arising out of natural calamities. The 
yearly additions to the fund as well as the accrual of 
interest thereon should be used to meet the 
requirements. No further Central assistance would be 
available for this purpose. 

(vi) The money put into the fund In a year and remaining 
unspent in that year or In subsequent years would be 
available to the State at the end of the 5th year or 
thereafter for being used as a resource for the next 
Plan.· 

(vii) The State Level Committee will decide all the variations 
in the norms of assistance as it may not always be 
realistic to have one uniform norm throughout the 
country. 

(viii) H it is found by the State Level Committee that in a 
particular year the amount required is more than the 
same available in the fund, it maydraw25 percent of the 
funds due to them in the following year from the Centre to 
be adjusted against the dues of the subsequent year. 
The Central Govt. may, however, at its discretion, allow 
a higher percentage of advance from the State's 
entitlement in the next year. 

(Ix) The State Level Committee may keep the Union 
Ministry of Agriculture, informed of the. amount of 
damages due to drought, floods, etc. as well as the 
broad details of the relief work undertaken. 

(x) The present arrangements for ooordinating _ relief 
work at the Centre in the Ministry of Agriculture may 
continue so that the assistance from Defence forces, 
Railways as al~ supply of seeds, etc., which _may be re­
quired in times of natural calamities could be 
coordinated. 

(xi) The Commission also recommends that all calamities 
such as drought, floods, cyclone, fire, etc., which have 
so far been covered by the relief schemes of the 
previous Commissions for purpose of relief assistance 
should continue to be covered in the present scheme 
also and the distinction between drought on the one 
hand, and f~s. cyclone, fire, etc., on the other, be 
done away with. 

(xii) The Centre should constitute an Expert Group to monitor 
the relief work done in the States utilising the Calamity 
Relief Fund. Acknowledged Experts In various relevant 
disciplines should be involved in this work of monitoring. 
The result of their work should be communicated to the 
State Government concerned. The Group may also give 
such advice as it deems appropriate to the States' 

agencies involved In relief work. We &XP9Ct th 
Group and the reports it prepares would enabl at the Wor11 of . 
Commission to review the working of the new 

8 the ne)(t l=in 1h1s 
recommended. SCherne We <lnceh 

av8 
6.18. During the period covered by our Repo . 

faces a calamity of such dimensions and severit rt, tt any reg· 
handling at the national level, we are confident tt as to Warrant~" 
take appropriate action as the situation demandat theCentr8~.sl 

d. sand • ~11 
necessary expen iture. 1nC\Jr Iha 

BHOPAL GAS LEAK TRAGEDY 
8.19. We propose to deal with Bhopal Gas Leak 

in this Chapter although this tragedy was indu t !ragedYabo 
made and quite distinct from a natural calamity n,·nal and 111i111. 
by far the worst industrial disaster of its kind. We h Istragedywas 
the first report that a crisis of this magnitude could :'t ~ -~rvec:t in 
be construed as the exclusive responsibility f 1QrtImate~ 
Government. The Supreme Court of India has sio th~ State 
decision and pursuant to the same th:, Union Carbide~ g_iven its 
deposited a sum of US$ 470 million with the Res imrtedhas 
India. We believe that the amount available fro~~ Bank of 
Carbide Limited is dedicated entirely to the victims f e Un10n 
tragedy and the compensation money would not lend ~o ~he gas 
adjustment.against the sum already spent or required~ '0410 any 
in future for this purpose either by the Government of Ind' Sl)ent 
t~e State Government. An assurance to this effect has a1:: by 
given to the Supreme Court by the Government of India. en 

8.20. It would be worthwhile to remember in this context thal 
the Gov~mment of !ndia enacted a Bhopal Gas Leak Disaster 
(Processing of Claims) Aci, 1985 under which the Central 
Government assumed the exclusive responsibility to represent all 
the victims and the claimants of the gas tragedy. The Governmert 
of India assu~ed the role of •parens parentis" on 'o4hatt of the 
victims of the tragedy. This adds considerably to the responsibilit( 

· of the Government of India as regards its duties and obligations to 
the victims. 

8.21. The Government of Madhya Pradesh had earlier 
submitted an •Aaion Plan• involving an amount of Rs. 371.29 
crores likely to be spent on relief and rehabilitation during the 
period from 1988-89 to 1994-95. It is leamt that the size of the 
Aciion Plan, following its scrutiny by Government of India, has 
since been reduced to Rs. 163 crores. We, therefore, 
recommend:-

<•> that the entire amount of medium term loan of Rs. 91.62 
crore given by the Government of India to the Stale 
Government, together with the inter•~ thereon, s~ 
be written off. A special reference to this hasbelnm 
later in the Chapter on Debt Relief. 

• • t period 
(b) the future requi.rement of f~~ _in the for~s 

5 
wha:h 

towards the relief and rehabllitat10n of the v:I:metlrf 
has now been redUCfd to Rs. 163 crore shou ment i1 
the Government of India and the State Gov•~ of India 
the ratio of 3:1. The shar., of the Governm~;. ~ 
which works out to 75 per cent of the ent way d 
should be given to the State Govemm•r::o~t,emll 
outright grant. The balance of 25 ~r cent ~,sources for 
by the State Government out of itS own t,uitt into 011r 
which a suitable provision has been Toe amo­
assessment for Madhya Pradesh. nt a1iocated • 
mentioned here is over and above t~e amound~ure-
to the State for financing its other rehef expl 
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CHAPTER VII 

GRANTS • IN • AID 
7.1 Artid• 280 of the Con81ltutlon lays down lhal l shall be 

th• duty of the Finance Com minion to make reoommendatioM 
as to the princlplff which •hould govem the granta-ln-aid of the 
revenues of the Stat• out of the Coneollda1ed Fund ol lndl11- In 
responding lo !hit mandate, the fl!91 wk of m. CommiMlon Is to 
assen the di!Mn■IDn1 d the ul raqulrlld by each State lo 
supplement ll revenun Including h lhart In l!i,ambkt Central 
taxes. 

7.2 In OhapllH' Ill, - h- n•ffeled In 10me dlllall the 
manner in which the Stas' non-PIiio revenue raceiptll and non­
Plan revenue upendluru form. period between 1.4.1990 and 
31.3.1995 hllYII been -••Nd. In Chapter V. we have 
formulated our recommenddonl regarding devolution of shares 
of Central taxea lo Slllles and amongst Stales. Th• non•Plan 
rwenu.a aocount politlon of SlahMI for the period 1990-95 
e-,ging from l""'8 two .xercisN 11 1ummarlead in Table 1. 

TABLE 1 
Net Non-Plan Rllvenu. SUrplul(+)IDeflcH(•) : 1990-95 

(Rs.Cnxe) 
Ne!Non-Plan Ne! Non·Plan Net Non-Plan 
R8Wl1ue ~ Surplus Revenue 
Position AfllrOevoilllian Oefic:itAffllr 
Wilhou1 OfT.,..,And Devolution 
Davolullon Du1IH O!Taxe&And 
OIT- Dutiu 

Slales AndlludN 

1. An<tn Prwlalh (·) 22118.25 4289.22 
2. Arunachal 

P-.h (·) 827.38 302.79 
3. Assam !·13m,8t 560.32 
4. l!ihw • 70911.38 2575.15 
5. Goa (·i 506.12 166.58 
6. Gujarat 

i:i1~.= 
39$7.94 

7. Ha,yana 25011.06 
9.Hlrriachal 

Pradesh M 1792.5.2 523.09 
t. Jammu-

Kuhmir 

!

·) 3300 .... 10133.12 
10. Kama111ka + 708:77 4871>.79 
11. Kerala .f 2.916.81 2.2.9 
12.~ 

Pradiloh 
{
-)53011.60 1227.118 

13. Maharuhlnl + 6489.20 11525.56 
14.1.lonipur ./ 1061.72 371.65 
15.t.Aagnalay• (-) 814.39 256.18 
18. Mizoram l-11017-26 379.79 
17. Nagaland • 1240.55 458.87 
IS.Ori ... - 4792.2.9 528.48 
19. Punjab 

(~7 5\/i3:~ 1400.45 
20. Raj,isl)an 499.39 
21. Sllikim 

l

!·l) 1 r,g:ff 84,89 
22. Tamil Nodu 421111.04 

::~Pradesh 
• 1422.67 -.01 
-14225.14 348.60 

25'iy<iill!enpl • .S7Ue 1581.77 

To1al 
\
•)MOOUa 1803221 !I01US 
+)1135.2$ 

--.~Boll of Hdl yur "- - llelJld to.,,..., at Iha 6-
yewpo,/1/o,t. 

7.3 ff our-mentoflhe needs of Stain forgranls--in-aid 
of revenues is lo btoonllned tot he non .. Ph1n revenue account, we 
coulddalerminelheamountraquiredtoliUthegl'Ol$dallchofeach 
year and recommend thou amounts as grants. Bui that would 
leave the entire Plan revenue -nt outside the acope of the 
exercise, thereby depriving the nody States of the luU benefit of 
Article 275of lhe Con■lllUllolt, That would also make it impossible 
to wolk ~arda tl)e objadlve of bal.lnclng the rwenua account 
andg-itlng,lllllpluseafor lnveetment, u Indicated in OJJrterma 
of referenc», 

7.4 However, we have severe llmttatlons in assessing the 
Plan expenditure on revenue account The Eighth Plan is still In 
the ~ of formulation and neither the Central Government, nor 
the Stale Governments could give us a clear idea of the likely Plan 
expenditure for the period 1990-95. Wa, therefore, had to attempl 
determination of this hem of need based on available data. past 
trends and our normative approach. For thill purpose, we have 
taken all non-Special Categc,ry Statea other than Goa as one 
group and Spacial Category States and Goa as another group. 

7.S For the first group we have already assessed, on a 
normative basis, their non-Plan revenue expenditure tlU 1994-95. 
In regard lo 110Cial end economic services, we have projected 
expenditure nuds to conform lo the standards of services 
already achieved at juBliliable costs. That exercise revealed the 
wide disparity among states In respect of the levels (standards) of 
expenditure of thoff services. While all the States have to 
Improve on those servicas from existing levels, those who are 
relatively backward in this respect should move at a faster pace. 
Based on this premise, we have worked out the ratios of 
expendhure in each non-Special Category State. The 
methodology Is explained In Appendix 7. 

7.6 The next stage Is to determine what amount can be set 
apart for fresh axpenoiture on social and economic services 
during the 1990-95 period for this group of States. In 1989-90 
these fourteen Stales together have a Plan oU11ay of around 
Rs.7,200 crore In the rwenue account (This Includes Slate Plan 
schemas expenditure as well as Statea' share of Centrally­
sponsored schemes). A part of this expenditure is tied to 
extemally aided projects, hill area development, etc. Excluding 
those Items on a rough assessment, we have taken the base as 
Rs.6,500crore In 1989·90. Allowing a growth rate of 7percentper 
annum on that base, we have assessed that the revenue Plan 
expenditure that can ba provided to attempt a moderate 
correction of the disparities In social and eccnomicservlces wiQ ba 
Rs. 40,000 crore during 1990-95 In the fourteen Statesol the first 
group(non-SpeclalCategoryStateaotherthanGoa). Thatlevelof 
expenditure should cover not only such expenditure during the 
Eighth Plan period but also the committed expenditure on 
Seventh Plan schemes. (Our analysis of the question of 
committed llabllity has been given In paragraph 3. 78 In Chapter 
Ill). This amount of Rs. 40,000 crore Is distributed among the 
fourteen Slates in the ratio (vide paragraph B7.8 of Appendix n 
worked out by us. For the purpose of our reccmmendations, we 
take these amounts as the minimum revenue Plan expenditure of 
each of the States. The outlay for each State is given in Table 2. 

,,., 

TABLE 2 
Minimum Revenue Plan Expenditure: 1990-&5 

(Rs.CIM>) 

Slates Amount 
1. Andlra Pnodeoh 3345.20 
2. Blhar 5045.80 
3. Gujarat 1779.20 
4. Halyana 944.40 
5. Kamataka 2206.40 
6 .. Kerala 1312.00 
7. Madlya Pradesh 352.11.80 
8. Maharashlnl 3555.80 
9. Ori ... 1802.00 
10. Punjab 1126.00 
11. Rajaslh111 2472.90 
12. TamllNa<kl 2454.00 
13. Ullar l'nlduh 711&1.00 
14. West Bengal 3264.00 

Tollll 40000.00 

7.7 Forth• Spacial Category StalasandGoa, we are not ina 
position lo lollowlhe same methodology and aase11the minimum 
revenue Plan expenditure. Non-Plan expendlure eatimatas cl 
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the Special Category States have not been done on a normative 
basis and so the ratios wort<ed out for reducing inter-State 
disparities cannot be applied In their case. Further, their problems 
~ ~•II as their stage of development are such that, even for the 
hmlted purpose of evolving a total financing scheme for the 
revenue aocount, it will not be safe to apply a general formula. So 
In respect of these States we have made the assessment of Plan 
expenditure on the basis of 1989-90 revenue Plan expenditure 
and pro)ected It at the rate of growth of 7 per cent per annum. The 
total five year expenditure for these eleven States so projected 
comes fo Rs. 6,570 crore. As In the case of the first group of States 
this should Include committed liability of the Seventh Plan 
schemes also. 

7.8 Atthls stage we should make it quite clear that we are not 
det~rminlng the Plan (revenue) outlay of the States. We are only 
est1matln~ the likely minimum revenue expenditure in the Eighth 
Plan of each State and that too on an overall basis. In doing so, the 
o~ly t~geting we have attempted Is a moderate correction of the 
d~sparnles In social and 900nomlc services expenditure in the 
different non-Special Category States. For other States we are 
simply going by the base year (1989-90) figures as determined by 
t~e. Planning Commission. This would adequately serve our 
hmned purpose of assessing the total revenue expenditure and 
determining the needs of each State for grants under Article 275. 
The actual determination of each State's Plan outlay including the 
outlay on the revenue account, Its distribution among the different 
Sectors will all have to be done, as before, by the Planning 
Commission. 

7.9 Coming to the determination of each State's need for aid 
under Article 275, we must make it clear that under this Article, the 
Finance Commission is obliged to r900mmend the grants-in-aid of 
revenue to States and, therefore, the grants forfinancing the State 
Plans are very much within the purview of the Commission under 
the said Article. In fact there Is a view that all grants to the States 
could be channelled through Artlc:le275only. Mr. K.K. Venugopal, 
an expert on Constitutional law opined before us that Article 282 is 
clear and unambiguous and unless the Article is re-written with 
the addition and substrac:tion of words it would not be possible to 
arrive at the conclusion that Article 282 is an independent source 
of power vesting in the Central Government a discretion to make 
grants to States for special purposes. As against this, Mr. N.A. 
Palkhivala opined -

•Article 282 is not intended to enable the Union to make such 
grcV1ts as fall properly under Article 275. Article 282 embodies 
merely a residuary power which enables the Union or a State to 
make any grant for any public purpose, irrespective of the 
question whether the purpose is one over which the grantor has 
legislative competence.• 

Thus, according to Mr. Palkhivala residuary power of grants 
for public purposes vests und•r Article 282 in the Union and the 
State Governments. We may also refer to the ·oor:nmentary of Dr. 
D.D. Basu on Constitution of India, 6th Edition, Volume 'K' page 
312-

-Toere is no limit to the grants which can be made by the 
Union under Article 282 and, in fact, the 110lume of grants to the 
States under Article 282 vie with those made under Article 275. 
Thus, in 1979-80, while the States received Rs. 375 crcne through 
the Finance Commission, the sum received through the Planning 
Commission amounted to Rs. 3159 crora. This is striking in view 
of the fact that Article 282 is a residual provision r~ardlng Grants­
in-aid•. 

Thus optnions on this isSIJ& differ widely. The Commission 
considers It unnecessary to Involve Itself in the c:ontroversy 
relating to the precise limits on the scope of Article 282 vis-a-vis 
Artlole 271. But we ar1 quite 01rtaln that N our Oon1tltutlon1I 
obligations under Article 280 read with Artlc:kJ 275 require us to 
enlarge the scope of grants beyond the I non-Plan accour:rt 
limitations, we should not hesitate to do ao: We are convinced that 
such a situation exists now. This Is the result of a combination of 
two major factors. The firsl Is the vast disparity among States in 

the size of the non-Plan revenue account position. The 
fact that the Gadgil formula has no linkage to th Other isthe 
revenue account position or the overall financial Posit~ non-Pian ~ 
Governments. As yet , there is no formal channel thr IOn of State 
additional assistance could be extended to those Sto~gh Which j 
non-Plan revenue accounts have no surplus and who: es Whose 
Gadgil formula grants are substantially less than theiesharesof J 
Plan revenue expenditures. Such States have to ~.al>Proveor 
borrowings to meet a good part of their reve~ert their 
requirements and t~is sets in motion a vicious circl~e ~Ian 1 
ultimately, may invalidate the ~ery concept of balancect rew~,ch, ~ 
development. We p_ropose to introduce a mechanism t 910naI I 
this basic flaw in the present system of federal f iscal Iran~ correct 
are clear in our mind that Article 275 provides full Con:,:rs.- We 
support for such a nE!W arrangement. ut10na1 

Shri Justice A.S. Oure~h_i, Member,_ has opined that . ~ 
275 is the only ~urce fo~ g!vIng wan_ts-1n-aid to States. HArt1e1e1 elaborated his view on this issue In his Note of Dissent. e has; 

7.10 Our assessment of non-Plan revenue account 1 1_ 

net deficits in some and net surpluses in other States eaves: 
accounting for their share of Central taxes. it is obvious th :fterl 
surplus will be used for financing their Plans. It is also clei 

1
~he,i 

both types of States will get assistance as per the Gadgilfor r 
I
at; 

Our scheme for additional help to non-Special Category/s':1a~ a.I 
takes into account these two facts. We assume that Gade~ I 
formula assistance (total for all the 14 States) will grow at least 9'IJ 
1 o per cent par annum from the 198~: 9<? base of Rs. 1,450 cror: ! 
We have calculated that on that basis, these States can ~ 
expected to get Rs. 10,000 crore grant under Gadgil formuia' 
(excluding ad-hoc items like grant portion of additionality for 
externally aided schemas, hill area programmes etc.) in th• 
Eighth Plan period. We have divided that amount among the 14 
States in the same ratio as the Gadgil formula ratio as applied IOi 
Seventh Plan allocation (excluding the weight of 1 o per cent)j' 
given to special problems). We have taken the amounts so arriv~ 
af as approximate receipts availableforthe States' revenue Plan.,. 
To that we have added 40 per cant of the non-Plan revenue' 
surplus of each of the States having such surpluses. The total c, 
these two amounts (only the Gadgil formula amount for deficit 
States) is set off against the minimum revenue Plan expend~ure 
.share of each §!ate in the total Plan revenue expenditure of Rs: 
40,000 crora. The difference between the two shares is each 
State's deficit in the Plan revenue account. Fifty per cent of thal 
deficit will, in our schema, be given as grants under Article 27S 
(For ·States which have non-Plan deficits also, the total grant 
under Article 275 will be the amount to meet the net five year non•! 
Plan revenue account gap and half of the Plan revenue account. 
gap). Annaxura Vll.1 gives the financing pattern for revenue ~lan1 expenditure of the 14 non-Special Category States determ1ne<t; 
accord,ingly. 1 

7.11 We have already explained how, in assessing ~e: 
revenue Plan expenditure, we have ad~~ed a method for ~ all 
Category States (and Goa) different from what we ~opted foid~' 
.14 non-Special Category States. Soma difference I~ unavo . 1 
in the rriattar of financing also. Hare the basic factor is that ~:1 
category States other than Assam and Jammu and Kashmir t1 
their Plan assistance in the ratio of 90:10 as grant and k>~n-th i 
their Plan grants go to meat capital expenditure also. Dum,gth:· 
discussions we had with them, these State~ have requ~_sted Plani 
the Finance Commission's recommendations regar I~ d 1, 
grants may not be allowed to adversely affect this facI!ilY~ 
higher grant portion of Centrafassistance. We concede th~ure rJ1 
We do not pr~se to link the likely revenue Plan expend endinll' 
these States to their Plan grants .. So we ar_e not_ rec:c;mm Spedal 
any grants under Article 275 for Plan financingnd t<~hmlr, In 
category State• other than Assam and Jammu a attn•nl 
order to ensure that they continue to enjoy the s~la~: d me, 
as regards Plan grants, we have built into our estIm 

8
,nount1al 

Central Government's revenue expenditure adeq~a~• 10 per ~nl 
a growth rate of 15 per cent per annum (as agains th•SAI eight 
growth in other cases) for providing Plan grants_ to 

d 
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Special Category States. The amounts are given below. 7.14 Consequent on the assessment detailed so far in this 

(Rs. Crore) 
Chapter we recommend 3rants-in-aid to States in each of the five 
years from 1990-91 to 1 94-95, as shown in Table3. 

1989-90 1990-91 1991-92 1992-93 1993-94 1994-951990-95 TABLE 3 

891 1025 1179 1355 1559 1792 6910 Grants-In-Aid To States: 1990-95 
(Rs. Crore) As in respect of other States. these do not include assistance for 

externally aided projects. etc. 1990-911991-92 1992-93 1993-941994-95 Total 

7.12 For Assam, Goa and Jammu and Kashmir we have 
followed the same pattern as for the 14 non-Spacial Category 
States. The scheme of financing their revenue account Plan is at 
Annaxure Vll.2. 

7.13 Previous Finance Commissions determined the gap 
grants under Article 275 equal to each State's deficit each year so 
that all States' non-Plan revenue accounts were balanced (or left 
with a surplus) every year. This was necessary as those 
Commissions were dealing only with the non-Plan revenue 
account. This Commission Is not only dealing with the total 
revenue account but is also expected to work towards eliminating 
deficits in revenue account. Keeping these aspects in view, the 
net deficit (altar adjustment of deficits and surpluses qi different 
years) has been taken for assessing the need for grants. Similarly, 
the actual payment of grants under Article 275 is also proposed to 
be phased in a manner not necessarily linked to each yeafs deficit 
in the revenue account. The total grants have been distributed as 
follows in the case of non-Special Category States other than 
Goa. 

Year 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 

(Per cent) 
13.5 
16.0 
19.5 
23.0 
28.0 

States 
!1) !2) 

1. Andhra Pradesh 46.07 54.60 
2. Arunachal 

Pradesh 57.65 59.45 
3. Assam 205.61 179.68 
4. Bihar 185.53 219.88 
5. Goa 33.66 33.31 
6. Himachal 

Pradesh 113.75 109.67 
7. Jammuand 

Kashmir 210.99 213.60 
8. Korala 55.69 66.01 
9._ Madhya 

,·~r:Eya 

141.45 167.65 
74.92 74.90 
58.88 50.32 

12
1
• Mizoram 74.75 76.22 

13. Nagaland 92.26 92.48 
14. Orissa 146.20 173.28 
15. Punjab 7.28 8.63 
16. Rajasthan •195.32 231.49 
17. Sikkim 17.59 17.37 
18. Tamil Nadu 5.91 7.01 
19. Tripura 101.19 101.27 
20. Uttar Pradesh 436.74 517.62 
21. West Bengal 134.82 159.78 

Total 2396.26 2614.22 

1990-85 
(3) 14} !5} !§l 

66.54 78.49 95.55 341.25 

60.76 61.48 63.45 302.79 
172.87 161.42 154.65 874.23 
267.98 316.08 384.80 1374.27 
33.06 32.88 33.67 166.58 

104.50 98.32 96.85 523.09 

224.35 220.87 226.61 1096.42 
80.45 94.88 115.51 412.54 

204.32 241.00 293.39 1047.81 
74.40 73.32 74.11 371.65 
51.27 48.54 47.17 256.18 
76.16 76.43 76.23 379.79. 
93.88 90.54 89.51 458.67 

211.18 249.09 303.23 1082.98 
10.51 12.40 15.09 53.91 

282.12 332.76 405.10 1446.79 
17.03 16.50 16.19 84.68 
8.54 10.07 12.26 43.79 

96.52 87.25 79.78 466.01 
630.84 744.07 905.83 3235.10 
194.74 229.69 279.62 998.65 

2962.112 3278.08 3788.10 15017.18 

7.15 Grants towards meeting relief expenditure as recommended in Chapter VI will be in addition to the grants indicated in Table 3. 
Total estimated transfers to States during the five year period are.given in Table 4. 

TABLE 4 

Total Transfers To States: 1990-95 (Rs. Crore) 

Share Of Taxes And Duties Grants-In.Aid Gr~ts Total 
Towards Transter 

Income Basic Additional Tax On Total Non- Plan Total Total Meeting (Col.9+10) 
Tax Excise Duties Railway Plan Deficit (Col.5+8) ReHef 

Duties Of Passenger Deficit Expendwre 
States Excise FBNs 

1 .Aiidira Pradesh 11Nb 39/42{, ~)99 56.\~ 6575(~ 
(6) 

341.~ 
i1k ~) ;1.25 ~1672 3<Jg_k; 1JA~b 

2.ArunachalPradesh 15.28 497.76 11.50 0.05 524.59 302.79 302.79 827.38 7.50 834.88 
3.Assam 550.54 2113.07 294.66 11.30 2969.57 560.32 313.91 874.23 3843.80 112.50 3956.30 
4 .Bihar 2598.47 6116.65 893.41 62.00 9670.53 1374.27 1374.27 11044.80 131.25 11176.05 
5.Goa 23.02 290.01 24.51 1.00 338.54 166.58 166.58 505.12 3.75 508.87 
6 .Gujarat 952.09 1765.43 634.31 42.85 3394.68 3394.68 318.75 3713.43 
7 .Haryana 260.31 609.56 248.89 12.30 1131.06 1131.06 63.75 1194.81 
8 .Himachal Pradesh 124.50 10TT.48 66.70 0.75 1269.43 523.09 523.09 1792.52 67.50 1860.02 
9 .Jammu and Kashmir 145.43 1968.20 99.79 3.90 2217.32 1083.12 13.30 1096.42 3313.74 45.00 3358.74 
10 .K.amatake 1031.18 2276.27 630.02 24.55 3962.02 3962.02 101.25 4063.27 
11 .Koral& 780.29 1712.19 399.92 26.70 2919.10 412.54 412.54 3331.84 116.25 3447.88 
12 .Mactiya Pradesh 1712.71 4006.76 788.56 45.45 6534.48 1047.81 1047.81 7582.29 261.00· 7843.29 
13 .Maharashtra 1713.97 2875.85 1276.79 169.75 6036.36 6036.36 165.00 6201.36 
14 .Manipur 35.78 851.31 22.88 0.10 710.07 371.85 371.65 1081.72 3.75 1085.47 
15 .Meghalaya 43.52 493.98 20.41 0.30 558.21 256.18 256.18 814.39 7.50 821.89 
16 .Mizoram 15.28 614.88. 7.31 637.47 379.79 379.79 1017.26 3.75 1021',01 
17 .Nagaland 20.011 747.66 12.89 1.25 781.88 458.67 458.67 1240.55 3.75 1244.30 
18 .Ori .... 905.21 2972.03 374.47 12.10 4263.81 528.48 554.50 1082.98 5346.79 176.25 5523.04 
19 .Punjab 356.98 755.43 379.51 23.30 1515.22 53.91 53.91 1569.13 105.00 1674.13 
20.Rajaslhan 1011.93 3063.87 503.68 34.35 4613.83 486.39 960.40 1446.79 6060.62 465.00 6525.62 
21 .Sikkim 6.28 144.34 5.58 0.05 156.25 84.68 84.68 240.93 11.25 252.18 
22 .Tami Nadu 1659.56 3538.09 758.81 51.70 6008.16 43.79 43.79 6051.95 146.25 6198.20 
23 .Tripunl 83.40 863.0ll 29.87 0.30 956.66 466.01 466.01 1422.67 11.25 1433.92 
24 .Ulllr Pnidash 3512.68 8673.81 1574.45 115.80 13876.54 348.60 2886.50 3235.10 17111.84 337.50 17449.14 
25.w .. ,ee,::_, 1668.98 3660.68 - an.011 54.00 8260.75 998.65 998.~ 7288.40 150.00 7409.40 - 11416.00 11742.00 71G.OO 17112.00 I01UI IIOOO;a 15017.11 1028ll.11 3137.25 tlll03f.a 

0/ndudtls Rs.122.25 cton1 for Bhopal Gas Lsak T~ 



7.16 As per our terms of reference, we have io assess the 
Centre's revenue receipts and axpe"lliture. In Chapter IV we have 
assessed Its revenue receipts and non.Plan pre-devolution 
expenditure for 1990-95. We have also recommended transfers 
to States as indicated in Table 4. Now, we proceed to assess the 
Centre's Plan expenditure including assistance to States and 
Union Territories for their Plans as well as grants for Central 
schemes and Centrally sponsored schemes. 

7.17 For reasons explained earlier in the report, we have not 
provided for committed liabillty on the Seventh Plan schemes in 
our non-Plan expenditure projections. Therefore, we are 
projecting all Plan expenditure using 1989-90 (BE) as the base 
year figure so that our projections, though shown fully as Plan 
expenditure, will contain reasonable provision for the committed 
liabillty of Seventh Plan schemes also. The rate of growth adopted 
in our projections is 7 per cent per annum for Centre"s own Plan 
expenditure on revenue account (other than Central schemes and 
Centrally sponsored schemes expenditure) and for Union 
T errltory Plans. For Central assistance to States, we have first 
made a projection at 1 O per cent growth per annum after excluding 
the grant portion of advance Plan assistance from the base year 
figure (as our scheme for relief expenditure does not involve such 
a commitment for the Centre). To the assessment so made, we 
have added the amount required for an extra five per cent growth 
(Rs. 925 crore) in the basic Central assistance grant 16 Special 
Category States other than Assam and Jam mu and Kashmir. For 
assistance to Union Territories, the growth rate is 1 O per cent. For 
Central schemas and Centrally sponsored schemes we are 
providing a growth rate of 7 per cent per annum over 1989-90 
(BE). We are, however, of the view that the present level of 
provision for Centrally sponsored schemes is too high and that 
determined efforts should be made to gradually reduce the 
proportion of this type of expenditure and add the savings to the 
amount of Central assistance for States and Union Territory 
Plans. 

7.18 Table 5 gives the revenue account position of the 
Central Government for the five year period. (Yaar-wu;e 
projections are given in Annexure Vll.3). 

TABLE 5 
Revenue Acc~.mt Posttlon Of The central 

Govemment:1990-95 

Non-Plan Revenue Surplus 

II Trsnsm By Finance Commission 

1. StaleS' share of Income Tax 
2. StaleS' share of Excise Duties 
3. Grsnt in lieu of Tax on Railway 

Passenger Fares 
4. Grants under Arlicla 275(1) 

Ill. Plan Expenditura on Revenue Account 
1. Centnt's own Plan 
2. Union Territory Plans 
3. Grsnll ID Slala& for Stal& Plans 
4. Grsnll lor Union TanilOly Plans 
5. Grsnll ID StaleS for Central and 

Cenllaly sponsored """"""' 
6. Grsnll ID Union T8lrilories for Central 

and Cenllaly 1pon11018d achem9I 
IV. S\.rplu1 (+yt)eftcil(-) on 

Revenue Account (1-11-111) 

(Rs. Crore) 
149271 

108062 

20925 
66207 

750 

18180 

73847 
20046 
1742 

25285 
248 

26350 

176 

(-)30638 
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7.11 We have attempted en -••smentof the impact of our 
recommendations regarding transfers to States on the revenue 
account ol Iha Central budget. Table 8 gives the percentages of 
each major Item to Central Government's revenue receipts for the 
five yeara from 1985-88 to 1989-90 and the corresponding 
estimated transfers for the periOd 1990-95. 

TABLE 6 

Transfers To States 

(Rs. Crore/ 
1985-90 1990-95 

1. Tolal Revenue Recieipts 249419 466502 
2. States' share of Taxes 49145 87882 
3. Grants under Article 275( 1) 4199 15030 

except margin money grant and 
net interest liability grant. 

4. Net lnterast Liability Grant 1333 
5. Total (2 to 4) 54677 102912 
6. a) Margin Monay 651 

b) Grant for relief expenditure 1163 
Tola! (6) 1814 3150 

7. Total Transfers 56491 106062 
8. Item 5 as percentage of item 1 21.92 22.06 
9. Item 6 as percentage of item 1 0.73 0.68 
1 o. Item 7 as percentage of item 1 22.65 22.74 

Nolt - Difference in figures in this table and those in table 4 is due to 
. rounding. 

7_20 ltwill be seen from Table 6that as percentages of total 
revenue receipts of the Centre, the transfers to States 
recommended by us do not involve any substantial diflaranca. 

7.21 We now come to the question whether the transfers 
recommended by us result in a situation where the Centre cannot 
have a reasonable outlay on the Eighth Plan. Our projections 
show that the total budget support to Central Plan in 1he revenue 
account will be Rs. 46572 crore at current prices. (For reasons we 
have explained earlier in the report, we have not provided 
separately for committed liability on Seventh Plan schemes). Our 
projections of interest payments imply net borrowings adequate to 
finance 1 o per cent per annum growth in capltal expenditure 
(adjusted for recovery of loans). Centre's capltal expenditure 
includes non-Plan expenditure, capltal portion of Central 
assistance to States as well as Centre's own Plan In the capltal 
account. When Centre's to1al capltal expenditure increases by 1 O 
per cant par annum over 1989-90 base, the capital por1ion of 
budget support to Central Plan should increase at least at the 
same rate. On that basis we have worked out that the total budget 
support to Central Plan in the capltal account during 1990-95 can 
be Rs. 63,097 prora. Including the revenue component of Rs. 
46,572 crore mentioned above, the total budgetary support to 
Central Plan at currant prices for the Eighth Plan is estimated at 
Rs. 1,09,669 crore. Adjusted for 5 per cent price rise assumed by 
us the total budgetary support to Plan at 1989-90 prices works out 
to Rs. 94,191 crore as indicated in Table 7. 

TABLE 7 

Budgetary Support To central Plan : 1990-95 

1: Capital Expenditure on - (Plen) 
2. Loans to States out ol 1 for State Plans 
3. Loans to Union Territories for Union 

Territory Plens 
4. Balance (Capital Part of Budgetary 

Support to Central Plan) 
5. Revenue Expenditure (Plan) 
6. Plan Grants to States and Union Tenitories 

and Union Territory Plans. 
7. Balance (i.e. Revenue Part of Budgetary 

Support to Central Plan) 
8. Total Budgetary Support to Central Plan (4+7) 
9. Total Budgelary Support to Central Plan at 

1989-90 Prices 

(Rs. Crore) 
107767 
41051 
3619 

63097 

73847 
27275 

465n 

109669 
94191 

7_22 Around Rs. 94,200 crore of budget support to Central 
Plan at 1989-90 prices should be possible during 1990-95 with 
revenue daficil contained within reasonable level as projected by 
us. To limlt Centre's revenue defic~ at such a level, It is necessary 
that the remaining part of Centre's Eighth Plan resources are 
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raised by and invested in the public sector unless the Centre can 
raise net revenue resources at levels higher than what we have 
projected. The policy implications of this approach have been 
indicated in our concluding remarks in Chapter X. 

7.23 On the States' side, we have provided for a minimum 
Plan expenditure of Rs. 40,000 crore on the revenue account 
including committed liabillty. States' total Plan expenditure on 
revenue account will obviously be higher as we have left out of our 
assessment the revenue Plan expenditure on externally aided 
schemes, hill area programmes, etc. Further, States with 
surpluses available may spend more on their revenue account 
Plan. However, these types of additions to outlay in the revenue 
account need not add to revenue deficit as they are matched by 
grants or revenue surplus available. As we have fully provided 
grants for Centrally sponsored schemes in the Centre's forecast, 
on that Item also there should be no addltional revenue deficit. 
(States' share of Centrally sponsored schemes is included in the 
base year 1989-90 figure we have adopted for projecting the 
minimum Plan expenditure of Rs. 40,000 crore). As we have 
stated earlier, determining each Slate's Plan including Its revenue 
component as well as the allocation of sectoral outlays is 
obviously the task of the Planning Commission and we do not 
enter into that area at all. 

7 .24 Before we proceed to assess the final revenue account 
position of the States and the Centre, we would like to see whether 
the overall result of our recommendations is consistent with the 
objective of helping all States in general and the relatively more 
needy States in particular. Table 8 gives per capita transfers 
recommended by us to non-Special Category States (other than 
Goa) and the ratio of each State's per capita transfers to its per 
capita income. 

TABLE 8 
Per capita Transfer And Its Ratio With Per Ca~lta 

Income-Non-Special category States: 1990- s 
• 

Per Capita Transfers (Rs.) Per Capita Ratio Of Per 
Based On BasedOn SDP(New Capita 
1981 1982-85 Series) Transfer 
Population Average Average And Per 

Population 1982-85(Rs.) Capita 
Statas Income@ 

(1) (2) (3) (4) 
1. Andlua 

Pradesh 1292 1229 2053 0.5986 
2. Bihar 1580 1495 1323 1.1300 
3. Gujarat 996 943 2919 0.3231 
4. Haryana 875 814 3043 0.2675 
5. Kamataka 1067 1008 2461 0.4096 
6. Kerala 1309 1250 2144 0.5830 
7. Madhya 

Pradesh 1453 1373 1860 0.7382 
8. Maharashtra 961 909 3384 0.2686 
9. Orissa 2028 1936 1728 1.1204 
10. Punjab 936 886 4013 0.2208 
11. Rajas1han 17611 1647 1820 0.9049 
12. Tami NaclJ 1250 1198 2142 0.5593 
13. Uttar 

Pradesh 1544 1461 1713 0.8529 
14. WestBa~al 1330 1263 2230 0.5664 
' Excluding grants for Rslillf Expend/tun, 
@ Ba•ed an per capita -••• •• in col. 2 and &'91"/18 of 
per capita lnco,,e as in col. 3. 

7.25 The par capita shares of transfers to Spacial Category 
States (and Goa) are Indicated in Teble 9. 

TABLE 9 

Per capita Transfers To Special category States And 
Goa1990-95 

(RupHS) 
Per Capita Transfers * 

Based On Based On 
1981 1982-85 

Stal8s Population Avwage 

1. Arunachal Pradesh 13091 
2. Assam 1932 
3. Goa 5016 
4. Hlmachal Pradesh 4187 
5. Jammu And Kuhm~ 5535 
6. Manipur 7612 
7. Maghalaya 6096 
8. Mizoram 20592 
9. Nagaland 16007 
10. Sikkim 762-4 
11. T ripura 6930 
• Excluding grants for Relief Expendituro 

Population 
12158 
1815 
4715 
3983 
5230 
7125 
5687 

18519 
14368 
6894 
6476 

7.26 As we have mentioned in different context& earlier in 
this report, our terms of reference require that we keep in view the 
objective of not only balancing the receipts and expenditure of 
both the States and the Centre, but also generating surpluses for 
capital investment. No spac:ttic time-frame for achieving this 
objective has been indicated In the terms of reference. We have 
tried to determine how much improvement can be reasonably 
achieved during the five-year period 1990-95. While our 
assessment does assume an effort on the part of both the States 
and the Centre, we have taken care to make reasonabla 
adjustments in our normative assessment so that the revenue 
account position we have assessed is not too difficult to reach. 

7 .27 The following tabla gives the nat result of the overall 
revenue account position of States as assessed l!Y us. 

Each State's position is given in Annexure Vll.4. 

TABLE 10 
Overall Revenue Account Position of States: 1990-95 

(Rs. Ctore) 

I. NOn-Speclil 
ca-,y States 

Tollll 

1990-91 1991-92 1992-93 1993-94 1994-95 1990-95 

a) Grau Surplus 2107.59 3089.09 4268.n 5978.71 7807.78 23251.87 
b) Gl'Ols Deficit 2424.18 1742.41 1095.53 890.81 593.07 8548.00 
c) NetSurplus (+)_ 

orDeliciq-) 1-)316.50 (+)1346.61 1+)3173.19 (+)5:287.90 1+)721~■ (+)1ll706.87 
II. ThrN Spocial 

Calegory Statea 
(Assam, Jammu 
and Kashmir, Goa) 

a)GrouSurplut 0.74 1.78 2.99 7.00 18.10 28.81 
b) Gtou Deftclt 112.80 82.112 68.54 55.28 ..0.33 331.17 
<) Net SurplUI(+) 

orDeliciq-) (·)112.08 (-)81.14 (-)85.55 (-)48.28 (•)24.23 (-)311.211 
Ill. Otho, Spocial 

CafOGOIYStalN 
a)G,...Surplua 427.17 5311.SO 871.87 827.34 1008.91 34711.11 
b)GtouDellcit 
<) Nol SurplUI(+) 

orDellc:l1(•) 1+)427.17 (+)639.80 (+)871.17 1+)127.34 (+)100l■ J+)MIIJ1 
IV. Total 
a) Gtou Surplus 2538.20 3830.87 41143.51 1813.05 8838.79 28757.28 
b) Gtou Delicii 2518.98 1825.33 1184.07 748.011 1133 . ..0 -.b 
c) Nol Su!P'II(+) 

or llollc:l1(-) l•~•.22 (+)18G6.34 1+)3711.51 i,,-.a (+)IIIIO.II (+)1■1u2 



7.28 We have already indicated (vid11 Tables 8 and 9) that 
our scheme of transfers gives special consideration to weaker 
States. This may raise the question whether the other States have 
been given a less than fairtreatment. Table 11 gives the per capita 
surplus/deficit in the overall revenue account of each non-Special 
Category State (except Goa) emerging from our assessment and 
recommendations. 

TABLE 11 
Per Capita Revenue Surplus/Deficit After Transfers 
In Non-Special Category States (Excluding Goa) : 

1990-95 

States 
1. Andhra Pradesh 
2. Bihar 
3. Gujarat 
4. Haryana 
5. Kamataka 
6. Kerala 
7. Madhya Pradesh 
8. Maharashtra 
9. Orissa 
10. Punjab 
11. Rajasthan 
12. Tamil Nadu 
13. Uttar Pradesh 
14. West Bengal 

Nola : Based on 1981 popu/a/jc,r,_ 

Surplus elicit 
(+) 417 
(+) 24 

(+) 767 
(+)1454 
(+) 792 
(-) 162 
(-) 60 

(+)1389 
(-)210 

(+) 468 
(-) 280 

(+) 523 
(-) 260 

(-) 9 

7.29 The assessment of the Centre's revenue account 
position, year-wise, is given in Annexure Vll.3. The deficit of the 
Centre each year is given in Table 12. 

TABLE 12 
Revenue Deficit of central Government: 1990-95 

(Rs. crore) 

Year 

1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
Total 

Revenue Deficit 

8520 
7600 
6480 
4935 
3103 

30638 
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7 .30 The overall (States and Centre together) position is 
given in Table 13. 

TABLE 13 
Overall Revenue Position Of States And Centre : 

1990-95 

1. Statas' Gross 
Surplus(+) 

2. States' Gross 
Deficit(-) 

3. Centre's 
Deficit(-) 

4 Net Total 

(Rs. Crors) 
Total 

1990-91 1991-92 1992-93 1993-94 1994-95 1990-95 

2536 3631 4943 6813 8834 26757 

2517 1825 1164 746 633 6885 

8520 7600 6480 4935 3103 30638 
(-)850 (-)5794 (-)2701 (+)1132 (+)5098 (-)10766 

Both ih the States and the Centre, deficit levels are estimated to 
come down steadily. In the last two years of the Eighth Plan, there 
will be net surplus in the overall revenue account. In 1994-95, the 
net surplus consists of gross surplus of Rs. 8834 crore in 21 
States, gross deficit of Rs. 633 crore in 4 States, and a deficit of 
Rs. 3,103 crore in the Centre's revenue account. 

7.31 It may be seen that the net overall revenue deficit in the 
States and the Centre together for the live-year period (1990-95) 
is Rs. 10,766 crore. We have noted the fact that the States which 
have deficits will have to divert their borrowings to meet their part 
of the revenue deficit. However, the position that emerges from 
our recommendations (particularly regarding • developmental 
grants to partly meet Plan deficit) is substantially better than the 
position those States would find themselves in n, as before, only 
non-Plan deficits were tackled by the Finance Commission. 
Therefore, it Is reasonable to expect the deficit States to make 
some extra efforts to fill their remaining overall revenue account 
gap. ff they do that and reduce their revenue deficits substantially 
from the levels assessed by us, the Planning Commission may 
consider giving them special long-term loans to cover a part of the 
remaining revenue deficit so that only a minor part of the overall 
revenue deficits of those States will have to be met by diverting 
their normal borrowings. 
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CHAPTER VIII 

MERGER OF ADDITIONAL DUTIES OF EXCISE 

WITH BASIC DUTIES OF EXCISE 
8.1 Under paragraph 7 of the terms of reference we are 

required to examine the feasibility of the merger of Addltional 
Duties of Excise in lieu of Sales Tax with Basic Duties of Excise 
and evolve a sultable formula for at Iodating a part of the duties of 
excise in respect of goods described in column 3 of the First 
Schedule to the Additional Duties of Excise (Goods of Special 
Importance) Act, 1957, for distribution among the States. We did 
not make any recommendation on the feasibility of the suggested 
merger in our first report as we wanted to examine the issue in 
greater depth and complete our discussions with all the States. 
We were also keen that before we considered this matter, the 
outstanding issues relating to the operation of the tax rental 
arrangement should be sorted out to the extent possible in order to 
create an environment for a dispassionate approach to the issue 
by the States. We have since completed our discussions with the 
States and we are now better aware of their views on this 
matter. 

8.2 The concept of merger was mentioned in the i..ong Term 
Fiscal Policy (L TFP) announcement of the Central Government. 
As a measure of simplttication of the assessment procedures 
under Central Excise law, It was suggested in the policy document 
that Special Excise Duties which were levied as a percentage of 
the amount of basic duties should be merged with them. The 
policy document also indicated that the merger of adittional duties 
with basic duties was desirable, though not feasible immediately. 
There was a commitment to refer the matter to the next Finance 
Commission. It would be worth mentioning here • that the 
proposed merger of Basic and Special Excise Duties was carried 
out through the budgetary changes of 1986-87 and 1987-88. In 
the Budget of 1988-89, however, the Special Excise Duties were 
brought back as a separate levy. 

8.3 Let 1/S turn now to the views of the States. All the States 
except Arunachal Pradesh, Mizoram, Meghalaya and Goa have 
opposed the concept ol merger. Arunachal Pradesh, Mizoram 
and Goa are erstwhile Union Territories and the first two are not 
levying even Sales Tax. States like Andhra Pradesh, Bihar, 
Haryana, Tamil Nadu and Uttar Pradesh opposed the very 
inclusion of this subject in the terms of reference assiqned to us. 
The opposition was based on the ground that since: Addltional 
Duties of Excise were levied pursuant to the decision of the 
National Development Council (NOC) in 1956, the matter, in all 
fairness, should have been first referred to It. Maharashtra also 
questioned the competence of the Union Government to refer the 
question to the Finance Commission unilaterally, without the 
concurrence of the States or the endorsement of NDC. States like 
Andhra Pradesh, Bihar, Gujarat, Madhya Pradesh and Wast 
Bengal also apprehend that the proposed merger would remove 
completely the identity of Addltional Duties of Excise as a 
separate levy and this would prejudice the interests of the States, 
Gujaral, Oflssa, and Punjab apprehend that Iha inherent right of 
the Stales to re-Impose Sales Tax on any of the commodities 
would be lost totally In the event of the merger. 

U Much of the opposition against merger stems from the 
manner In which the tax rental arrangement was administered in 
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the past. The States referred particularly to the decision of the 
National Development Council in December, 1970, under which, 
within a period of two to three years, the proceeds from Addltional 
Duties of Excise were scheduled to attain a level of 10.8 per cent 
of the value of clearances and the ratio between the yields from 
Basic Duties of Excise and Addltional Duties of Excise on the 
three commodities was intended to be brought up to 2:1. While 
the latter commitment was fuHilled in recent years, the first, which 
was required to be done within, say, three years of the meeting of 
the National Development Council in 1970, still remains 
unrealised. There has been a further complaint that, apart from 
the fact that the Government of India did not fuffil Its promises in 
regard to realisations from this levy, It had unduly expanded the 
coverage of the goods by resorting to definitional changes 
precluding thereby larger areas from the'levy of Sales Tax. Many 
commodities were also subjected 10 'nil' rate of duty. These 
commodities, therefore, were free not merely from the levy of 
Addltional Duties of Excise but they also escaped the liability to 
Sales Tax which the States were prevented from imposing fdr 
fear of forfeiting their share in the proceeds from Additional 
Duties of Excise. In the context of their unhappy experience with 
the implementation of tax rental arrangement in the past, some 
States went to the extent of urging that the arrangement for the 
levy of Addltional Duties of Excise in lieu of Sales Tax should be 
scrapped altogether and status quo ante restored. 

8.5 Most of the States also felt strongly about the low yield 
from Additional Duties of Excise. Punjab wanted to be 
compensated fortha delay in achieving the Incidence of 10.8 per 
cent of the value of clearances. Andhra Pradesh complained that 
its Sales Tax revenue increased sixty nine times during 1959-60 
to 1986-87 against a three-time growth in Its share of Addltional 
Duties of Excise. The position is not much different in the case of 
Tripura as well, where, according to the State Government, the 
increase in revenues from Sales Tax in the last 1 O years was 
sixteen times whereas the same from Additional Duties of Excise 
was three times. Haryana recited a similar experience and, in· 
fact, suggested the scrapping of this tax rental arrangement. 
From our discussions wtth the States and also from the 
memoranda received on this matter It was clear that almost all the 
States - barring a few exceptions - were opposed to the idea of 
merger. 

8.8 As stated before, the issue of merger has been referred 
to us with a view to bringing about a certain measure of 
•simplltication of and streamlining In the assessment procedure 
under the Central Excise law. The casafortha merger, however, 
gets substantially weakened when one takes into consideration 
the fact that the Union Government beH has not made any 
saricus effort to reduce the multiplicity of levies. The Special 
Excise Duties which ware merged with Basic Duties of Excise in 
1986-87 and 1987-88 were brought back as a separate levy In 
1988-89. The revival of Special Excise Duties as a separate levy 
altar its merger In earlier years robs the concept of merger of its 
rationale as a tax reform measure. Ona cannot also ignore that 
even N Iha merger Is effected, separate imposts in the form of 
cess would still be levlable on sugar and bidi• bv virtue of the 



Sugar Cass Act, 1982, and the Bidi Workers Wattara Cass Act, 
1976, for raising resources for the development of the sugar 
industry and the watt are of bidi workers, respectively. In respect of 
fabrics, there would be not one, but two other levies, namely, 
Handloom Cass and the Additional Duties of Excise (Textile and 
Textile Articles). We note that while the Eighth Finance 
Commission recommended the containment of these cesses and 
the LTFP proclaimed the Government's intention to reduce their 
number no concrete step appears to have bean taken in this 
regard. 

8.7 As Iha tax rental arrangement was brought into being 
wtth the consent of the States, any major modmcation in the 
arrangement should also be brought about with the consent of all 
the parties. But almost all Iha States have strongly opposed Iha 
issue of merger. As a matter of fact, the proposal for merger is 
perceived by the States as a threattothairfinancial interests and a 
further irritant in Iha Cantre-State fiscal relations. The 
reservations of tha States on this point were also expressed at the 
meeting of the Chief Ministers on financial matters convened by 
the Union Government on February 9-10, 1989, at New Delhi. 
Wa, therefore, do not recommend the merger of Addttional Duties 
of Excise wtth Basic Duties of Excise. 

8.8 Wa would like to now touch upon Iha issue of Iha 
incidence of Addttional Excise Duties. Toa incidence of Addttional 
Excise Duties should be brought up to 10.8 per cent by 
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the and of 1989-90. We have been informed by the Ministry of 
Financethatthe incidence had reached 1 o. 7 percent at the end of 
1988-89. We would expect that the committed level of 10.8 per 
cent would be actually achieved by the and of 1989-90. We 
recommend that during the report period, tt in any year the ad 
valorem incidence of Addttional Duties of Excise falls short of the 
level of 10.8 per cant of the value of clearances, the shortfall 
should be made good· (as soon as accounts are available) by 
Government of India by providing equivalent amount by way of 
grant-in-aid to be distributed amongst the States and the Union 
Terrttories in the same manner as worked out for sharing the 
proceeds in paragraph 5.20. 

8.8 Asa lollo'!'·Upof our recommendation in paragraph 7.16 
of ourfirst report, the Central Government has asked the National 
Institute of Public Finance and Polley to condljcl a study to assess 
the revenue loss suffered by the States on account of exemptions 
of Additional Duties of Excise allowed by the Central Government. 
It has also undertaken to review these exemptions to ascertain 

whether there is adequate justnication to continue them. The 
feasibiltty of converting the rates of Addttional Duties of Excise 
which are now specttlc into ad valorem is also under examination 
by the Central Government. We have no doubt that appropriate 
action, in due course, will be· taken by Government of India to 
redress the grievances of tha States. 



• 

CHAPTER IX 

DEBT POSITION OF THE STATES AND CORRECTIVE MEASURES 
1.1 Paragraph 8 of the President's Order constituting the 

Commission reads • follows : 

"The Commiuion may make an assessment of the debt 
position of the Stat• as on the 31st day of March, 1989 and 
suggest such corrective meaaur• as deemed necessary keeping 
in view the financial requirements of the Centre. The corrective 
measures will be with pertic:ular reference to investments made In 
infrastructure projects and shall have linkage with improvements 
in financial and managerial efficiency.• 

9.2 Thistermofrelerencedifferssignfficantlyfromthatgiven 
to the Sixth Seventh and the Eighth Finance Commissions. 
Unlike in the' cue of the Eighth Commission, we have not been 
asked to •timate the lkely non-Plan capltal gap of the Stales al 
the end of the period under our consideration. Second, we have 
been asked to review the entire debt position of the States, and not 
ihe Slat8S' debt position with perticuler reference to Central loans 
advanced to them•. Third, instead of "appropriate measures to 
deal with the non-Plan capita! gap•, this Commission has been 
asked to suggest corrective measures with particular reference to 
investments In infrastructure projects and improvements in their 
performance. 

11.3 Since this subject has been referred to us under Article 
280(3)(c), we shall determine the scope of our work strictly in 
acoordance with the term of raference. We shall not deal with the 
non-Plan capltal gaps of the States, although as background to 
our wolk we did make a rough estimate of the likely gaps during 
the period 1990-95. W88hall makearevlewofthedebt position of 
the States as -on 31.3.1989 .and then go on to recommend 
measures that would prevent the recurrence of ihe debt problem" 
in the long-term context. While the long-term solutions would be 
our main concern, we shall also indicate some short-term 
corrective measures by way of relief. 

Debt Position Of The States 
11.4 Total debt of State Governments is estimated to be Rs. 

89 461 crore, as on 31.3.1989, of which liabllltles to the Central 
~vernment form about 63 per cent (Annexure IX.1 ). Provident 
funds, reserve funds and deposits are the next largest source of 
debt financing, amounting to 23 per cent of the States' total debt. 
Malket loans constitute almost 12 per cent of the debt, and the 
residual is negotiated loans from public financial Institutions and 
others . About 11 per cent of the total debt is short-term (ways and 
means advances, reserve funds and deposits). 

9.5 The previous Finance Commissions excluded this 
short-term component In assessing the overall debt position of the 
States. For comparative purposes, the table below gives the 
estimated debt excluding short-term llabillties as at the end of 
1978-79, 1983-84 and 1988-89 : 

Estimated Outstanding Debt Of The State 
Governments 

At the end of 
1978-79 

Amounr %age 

(Amount in Rs. Crore) 
At the end of At the enJ of 
1983-84 1988-89 

1. Internal Debt 
(a) Market 

Amount# %age Amount %age 

Loans 2572 13.7 4236 11.3 
(b) OthOf Loans TTS 4.1 1724 4.6 

2. Cen1ral Loans 13463 71.7 27059 72.4 
3. Unfunded Debt 1974 10.5 4387 11.7 
Total 18785 100.0 37406 100.0 
'I Sew,nth Financs Commission Repon, Chapter II. 
Ill Eighlfl Finance Commission Report, Chapter XIV. 

10411 
2032 

56052 
11148 
79643 

13.1 
2.5 

70.4 
14.0 

100.0 

It is seen that the estimated gross debt of the States as a whole 
more than doubled (In nominal terms) between 31.3.1984 and 
31.3.1989. We notice ashift In the sources of the debt. Although 
loans and advances from the Centre still acoountforthe bulk of the 
States' outstanding debt, there has been a margin!'I decline in the 
share of Central loans by 2 percentage points since the end of 
1983-84, acoounted for by increases in the shares of unfunded 
debt and market loans. Nevertheless, even now loans from the 
Centre constitute 70 percent of the total indebtedness of the State 
Governments (excluding short-term debt). 

t.8 As stated earlier, the Central loans account for bulk of 
the States' indebtedness. As atthe end of 1988-89, out of the total 
indebtedness aggregating Rs. 89,460. n crore, as much as Rs. 
56,051.92crore was In the form of Centralloans. Overthe_flv•­
year period 1990-95, repayments of Rs. 15,528.59 crore will fall 
due in respect of these outstandings. Taking all States together, 
the position In regard to the outstandings as at the end of 1988-89 
and repayments falling due during the five years 1990-95 for the 
major components of the Central loans is shown below:-
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Table 2 
Outstandlngs 01 central Loans And Repayments 

(Rs. Crore) 

1. Loans received upto 1983-84 
and consoHdaled by the 
previous Finance Commisstons 
a) 15 year loans 
b) 20 year loans 
c) 25 year loans 
d) 30 year loans 

2. Plen loans received during 
1984~9 

3. Small Savings loans 
4. Relief and rehabililetion loans 
5. Loans to clear overdraft 
6. Loans to cover gap in resources 
7. Drought loans 
8. Special loans 
9. Loans for Hirakud Project 
10. Other loans 

Total 

OUtstandings 
ason 
31.3.1989 

1650.61 
430.48 

2883.68 
8357.15 

17955.24 
20345.04 

39.94 
696.65 
248.34 
519.57 

2384.53· 
80.80 

459.89 
56051.92 

Repayments 
taJNng due 
during 1990-95 

962.00 
134.53 
686.59 

1717.33 

6863.86 
3727.26 

12.38 
132.40 
172.25 
198.88 
850.57 

8.10 
62.44 

15528.59 

Includes loans of Rs. 2,300.91 crore to Punjab and Rs. 83.62 aore 
/net of repayment of Rs. 8 crore in 1986-117) to Madhya Pradesh for 
rellel of Bhopal Gas Leak Tragedy. 
Statewise position of outstanding loans is given in Annexure 

IX.2 and of repayments due in Annexure IX.3 

9. 7 The major cause for the rapid rise in States' indebte­
dness is the key role of borrowing in financing investments under 
the Plan. Money is borrowed by the States not only to finance 
government sector investments (schools, roads, bridges, etc.) but 
also to finance investments by departmental and non­
departmental enterprises (irrigation wolks, State Electricity 
Boards, State Road Transport CorporaliQns and a large number 
of other enterprises). As seen earlier, more recently, borrdwed 
funds have been used also to cover part of the revenue 
expenditure. Except for such a diversion of ~•!"wings, growl~ in 
indebtedness should not cause any worry H investments yield 
adequate returns to meet interest and for amortization. In respect 
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of government owned assets, depreciation or amortization funds 
are not maintained and heoce borrowings contracted for the 
creation of such assets have to be repaid out of fresh borrowings. 
As regards investments by State Governments In enterprises by 
way of loan or equity, the source of trouble In most cases is the 
extremely poor performance of the enterprises. Because of such 
performance resulting in meagre or negative returns and 
insufficient or nU amortization/depreciation, almost the entire 
burden of servicing the debt contracted on enterprises' account 
has fallen on the Government budget. While the growing interest 
burden reduces the amount -available for Incurring Important 
categories of revenue expenditure, repayment obligations tend to 
continuously reduce the ratio of net borrowings to gross 
borrowings. Thisprocesswasarrestedorsloweddownasaresult 
of the rescheduling of repayments to the Centre by the previous 
Finance Commissions. However, the same trend continues 
operating on the new base after rescheduling. 

9.8 As far as market borrowings are concerned, under each 
Five Year Plan, each State is allocated a share on a net basis, i.e., 
the States' gross borrowing Is fixed by the Reserve Bank of India 
so as to yield the pre-determined net loan after ded udlng any 
repayments due to the market in the concerned year. The State 
does not have to find resources of Its own to meet repayment 
obligations and so It does not feel any immediate pressure; 
however, more and more of the gross borrowing is absorbed by 
repayments and the Interest burden grows as the 'old' as well as 
the • new' loans have to be serviced. 

9.9 Central loans, as part of Plan assistance or for any other 
purpose, are determined and granted on a gross basis. The entire 
amount is intended to be used for Plan financing or for any other 
specHic purpose agreed upon. The. roipayment of outstanding 
Central loans (contracted earlierfis supposed to be met out of 
other sources. However, as stated above, no amortization funds 
are established in respect of government sector investments; and 
loans to Electricity Boards, which constitute around 66 per cent of 
loans advanced by State Governments, are given in perpetuity. 
Hence the only funds available for repayment of loans from the 
Centre are recoveries of loans and advances by the State 
Governments and net miscellaneous capital receipts. These do 
not cover more than a small part of repayment obligations. 
Therefore, repayment obligations tend to cut into Plan resources 
to a substantial extent. 

9.10 This has led to the complaint by the State Governments 
that their repayment obligations to the Centre are absorbing a 
large and ever-increasing proportion of fresh loans. Hence, the 
demand for relief by way of rescheduling and write-off. We note 
that as of 1989-90, repayments to the Centre are expected to 
constitute 32 per cent of fresh loans on the average, with the 
percentage varying from 18.2 for Punjab to 116.3 for Arunachal 
Pradesh. (Annexure IX.4) 

9.11 The resources for financing State Plans are derived 
from (a) balance from current revenues, (b) Plan grants and loans 
from the Centre, (c) net market borrowing, (d) instltutional loans 
and (e) unfunded debt (accrual of provident funds, etc.). On the 
non-Plan capital side are reckoned repayment of loans to the 
Centre and institutions (outgoings) and recoveries of loans and 
advances. The difference between repayments and recoveries 
has been termed the non-Plan capital gap (negative). The non­
Plan gaps tended to absorb a substantial part of Plan resources in 
the case of most of the States, which then could not have what 
were considered adequate Plans. Presumably, it is this 
consideration which led to the three previous Commissions being 
asked to assess the non-Plan capltal gaps of the States and to 
suggest appropriate measures to deal with those gaps. The 
"appropriate measures" recommended by the Seventh and 
Eighth Commissions consisted largely of rescheduling of 
repayments supplemented by some "write-off". The measures 
recommended by the Commissions have not led to any 
improvement in the debt burden faced by the States. Thus, the 
rough estimate of the total non-Plan capital gaps of the States for 
the period 1990-95 that we worked out is substantially higher 

than the estimate of the gaps for the period 1984-89 made by the 
Eighth Commission (Rs. 6,806 crore). 

9.12 This Commission has not been asked to estimate the 
rlbn-Plan capital gaps of the States, or to suggest measures to 
deal with those gaps. We refer to this matter only to show that 
unless some basic changes in policy are adopted, large non-Plan 
gaps would continua to emerge al the Stale level and successive 
Finance Commissions would have to reachadule/wrtta-off loans 
every five years. That is, loans will firstbegrentad by the Centre at 
certain rates of interest and with pre-determined maturity periods; 
but later, some of the loans or part of the total debt will be 
converted to a grant or the maturity period will be lengthened. The 
rates of interest might also be changed, as was done by the 
Seventh and the Eighth Commissions. Such a sequence of policy 
actions, to be repeated at regular intervals, will neither bespeak 
an orderly management offinancial affairs nor be conducive to Iha 
efficient use of funds. We feel that this chain should be 
broken. 

Views Of The State Governments 
9.13 In their memoranda to us, several State Governments 

have made suggestions forreducing their debt, and, In particular, 
the repayment burden during the period covered by our 
recommendations. While soma States have requested a write-off 
of some types of debt, others have suggested longer repayment 
and grace periods. The major suggestions made by the State 
Governments are as follows: 

a. The repayment burden durlngthe period covered by our 
recommendations should be reduced. 

b. Central loans should have longer maturity periods. 

c. Loans given and utilised for socially desirable but 
financially unremunerative projects and for investments 
in public utilities including power projects should be fully 
or partially written off. 

d. The rate of interest charged to the States should be 
related to the cost of borrowing to Iha Centre and in 
general, much lowerrates should be charged than those 
at present. . 

e. Loans against small savings should be converted into 
loans in perpetuity. 

f. The pattern of Central Plan assistance should be 
changed to have a higher proportion of grants, e.g., 
50:50 as against 30:70 proportion of grants to loans. 

g. The terms of loans relating to externally-aided projects 
should be changed to be more in line with the terms on 
which the Central Government obtains assistance from 
external agencies. 

h. Loans given to Arunachal Pradesh, Goa and Mizoram 
.prior to their becoming full-fledged States should be 
written off. 

i. The loan component of drought assistance should be 
written off 1\. 

9.14 These suggestions are based mainly on considerations 
relating to reasonableness of maturity periods, justifiability of 
interest rates charged, repaying capacity, appropriate mix of 
grants and loans, the treatment of loans against small savings and 
special problems. We shall give due consideration to the 
suggestions made by the State Governments and accommodate 
them insofar as they are in conformity wtththe principles on which 
we shall base our recommendations. The entire matter relating to 
Central loans to the States and their repayment must be 
considered in the light of certain fundamental principles having a 
bearing on equity, efficiency, financial responsibility and the long­
term impact on the economy. It would have been desirable, had it 

1\ There are also demands and suggestions rela~ng to States' shere 
in market borrowing and regulations on overdrafts, witn which we 
are not directly concerned. 
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been possible, to get a part of government investment financed 
through surplus of revenues over government's current 
expendttures. In tha present sttuation, when there are large 
revenue defictts in the Centre and most of the States, this is not 
possible. Capttal investment has to be financed almost solely 
through borrowed funds. 

9.15 When the Central Government borrows from the 
market and lends to the State Governments, it is, of course, not 
acting just as an agent through whom the funds are routed. It can 
and does bring about an allocation of capttal funds amongst the 
States which favours tha weaker States; had the monies been 
borrowed by all the States directly from the market, the richer 
States would have gained in competition. Second, the allocation 
of funds gets closely linked wtth the approval of projects by the 
Planning Commission. Third, wherever considered appropriate 
(i.e., in special circumstances), the terms of lending by the Centre 
could be made softer than the ones at which tt borrows funds so 
that the national taxpayer will bear part of the burden to the 
beneftt of taxpayers in particular States. But in doing so, as in the 
case of current transfers, the aspect of inter-State equity and the 
extent to which and tha grounds on which the national taxpayer 
can be asked to shoulder addttional burdens for the beneftt of 
taxpayers in the weaker States or in a particular State, must be 
carefully considered. 

8.16 It could be argued that since the Central Government 
has greater taxing powers, tt could bear part of the cost of 
borrowing on behaH of the State Governments. There could be a 
case for this but, correspondingly, tha amounts available for 
making direct transfers to the States would be reduced. Also very 
low rates of interest often lead to uneconomic use of funds. 

9.17 We may sum upby saying thatthe Central Government 
is not acting merely as a financial agent on behalf of the States in 
order to reap economies of scale in obtaining funds from the 
market, but also aims to fuHil certain national purposes such as 
promoting development and helping weaker States. However, in 
lending money to the States tt is, in fact, channeling a part of 
private sector savings for investment by the States. The latter fact 
requires thatthe funds must be used efficiently and for productive 
purposes and also that loans must be repaid so that the Central 
Government can keep down tts own gross borrowing 
correspondingly and re-cycle tha returned funds for future 
landings for further inves.tmant 2\. 

8.18 In principle, rescheduling of repayments and write-off of 
debt are undesirable; instead, the terms on which loans are made 
must be reasonable and fair taking into account all relevant 
circumstances, including the terms on which the Central 
Government obtains funds from the market at home or from 
abroad. A wrtte-off may be considered only under exceptional 
circumstances such as when the borrowing State has been 
plagued by severe natural calamtties. Conversions of debt into 
grants except under special circumstances would not be 
conducive to the promotion of fiscal discipline. Rescheduling of 
debt, when the terms of repayment are not unreasonable, also 
tends to promote uneconomic use of funds and indifference 
towards the need to make most productive use of the borrowed 
funds so as to obtain high returns and wherewtthal to repay the 
debt. Besides, as already stated, issues of inter-State equtty are 
also Involved, since any scheme of rescheduling tends to favour 
particular States more than the others (States wtth higher per 
captta indebtedness will gain). 

our Recommendations On corrective Measures 
11.18 Ultimately, the solution to the government debt problem 

lies in borrowed funds (a) not being used for financing revenue 
expandtture and (b) being used efficiently and productively for 
capttal axpendttura so as to earn returns and/or .Increase 
productivtty al the economy resulting In increased governmental 
revenues. In order that the capttal stock of the country may be 

2\ In lhe long run, repayment has to be out of amortization so that 
capital •tock is maintained and uncAle growth of debt is avoided. 
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maintained intact, there should be adequate depreciation 
provision or loans should be repaid out of amortization fund. In 
future, rescheduling of the loans must be avoided. At the same 
time, the terms on which funds are lent by the Centre to the States 
must be reasonable and equttable. They should have relation to 
(a) the maturity period of loans obtained by the Centre, (b) rate of 
interest thereon, (c) other charges, tt any, which the Centre has to 
bear, and (d) the gestation period of the p,ojects to be 
financed. 

9.20 Keeping these principles in view, we make the following 
recommendations: 

a. While we do not think that a substantial part of government 
investment can be financed through tax revenues and, 
therefore, cannot recommend that Plan assistance by the 
Centre to the non-Special Category States may be given in 
the ratio of 50 par cent grant and 50 per cent loan as 
suggested by some State Governments, we feel there 
would be mertt in limtting loans from the Centre as part of 
Plan assistance to non-Special Category States to 100 per 
cent of Plan grants. The additional amount which a non­
Special Category State is now getting from the Centre 
under the 70:30 formula may be made available to tt as 
additional market borrowing. In other words, the modmed 
Gadgil formula as well as the 70:30 rule will continue to 
operate, but part of the loan assistance would now be 
shifted to the market1/. In order to avoid growth of the 
indebtedness of tha States to the market while the assets 
created out of the loans would be depreciating, the Reserve 
Bank of India should work out a suitable formula according 
to which the States would be required to maintain 
amortization funds to tha extant considered necessary by 
the Bank. The arrangements we have suggested would 
serve to reduce the rate of growth of States' indebtedness 
to the Centre and, in turn, reduce the relative magnitude of 
the Central Government borrowing, which would serve to 
slowdown the growth of ttsown debt.,Also, tha States would 
enjoy greaterflexibiltty in regard to repayments. We want to 
make it clear that the new arrangement suggested by us 
should not result in any reduction in the overall Central 
assistance to States. Assessment of Centre's resources, 
determination of Central assistance out of that and State­
wise allocation of Central assistance as perGadgil formula 
should be done as at present. The only change 
recommended by us is that a portion of the Centre's market 
borrowings, taken into account while assessing Centre's 
resources, will not actually be raised by the Central 
Government but directly by tha States as additional market 
borrowing over and above their normal market 
borrowing. 

b. We note thatthe Central Government is now floating loans 
in the market wtth 20 years maturtty. We , therefore, 

recommend that direct Central Government loans to the 
States for financing. their Plans from 1990-91 onwards 
should have a maturtty period of 20years'. Besides, fifty per 
cent of these loans should be granted a five-year inttial 
grace period, after which repayments should be spread 
over fifteen years. Tha grace period would take care of 
gestation of tha capital projects. 

c. We do not recommend any change In the terms and 
conditions relating to Central loans against small savings 
collections. The present terms, viz., five-year grace period 
and thereafter repayments to be spread over twenty years 
are reasonable. 

d. As regards assistance in relation to externally aided 
projects,. we suggest the following: 

11 Thus, if a non-Special Caregory Stare is en~t/ed toPlan assistance 
of Rs. 1,000 crore under lhe modified Gadgil formula, it would get a 
Plan grant of Rs. 300 aore, Central Plan loan of Rs. roo crore and 
additional market borrowing of Rs. 400 crore. 



(i) 

(ii) 

At present, assistance to States for externally aided 
projacls Is outside the allocation made on the basis of 
the modttied Gadgll formula. The "assistance• granted 
by external agencies amounts to 50 to 60 per cent of 
the cost of the projacls. Since only 70 per cent of this 
assistance for such projects is passed on to the States 
except for assistance for socially oriented projects 
from 1989-90, the States in effect get assistance for 
externally aided projects only to the extent of 35 to 42 
per cent of the total cost of such projects. We 
recommend that 100 per cent of assistance should be 
passed on in all cases. There is no logic in the Centre 
wlthholding a part of funds given exclusively for 
projects. 

The terms of the assistance given to States for 
externally aided projects are the same as for the 
assistance undertheGadgilformula. Thus, they get 70 
per cent of this assistance in the form of loans and 30 
percent in the form of grants. The rate of interest on the 
loans and the period of repayment thereof are also the 
same as for the Plan loans (9.75 per cent and 15 
years). These bear no close relation to Iha terms of 
assistance granted by the external funding agencies 
such as IDA and the World Bank. We recommend that 
World Bank "assistance· be passed on to the States as 
of now, I.e., 30 per cent in the form of grant and 70 per 
cent in the form of loans. The rate of interest charged 
may also be the same as applicable to other Plan 
loans. The present interest rate of 9. 75 per cent actually 
works out to only 6.8 per cent of total assistance 
including the grant component. But the repayment 
period should be the same as prescribed by the World 
Bank. 
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(iii) IDA assistance is granted to the country as a loan on 
very soft terms: 0.75 per cent service charge per 
annum, ten-year grace period and a forty-year 
repayment period (that is money is to be repaid only 
within fifty years). The Government of India, however, 
has to bear the risk of exchange rate 
fluctuation/depreciation. While, therefore, IDA . 
assistance cannot be passed on as loans without 
interest, we think that the Central Government should 
fix a rate of interest to be paid by the recipient States at 
a level of six percent per annum which would provide a 
substantial cover against the risk of exchange rate 
fluctuations. The entire amount may be passed off as 
loan having a maturity period of 30 years including a 
grace period of 5 years. (iv) It has been argued that 
assistance given to a particular State for externally 
aided projects represents "an addltionality", i.e., an 
addition to "normal" Plan assistance. Not all States had 
projects partly financed by external assistance. This is 
presumably the reason why 30 per cent of what was 
received from external agencies was retained by the 
Centre. We understand from the Ministry of Finance 
that for soma years now there is a greater spread 
among the States of externally aided projects. Some 
States which may not have externally aided projects 
under their Plans may nevertheless be benefiting from 
the location of externally aided Central projects within 
their borders. Taking all flows into account, ff It is found 
that the share of some weaker States are unduly low, 
they should be compensated in some other way. We, 
therefore, recommend that a larger share of the 1 o per 
cent of Plan assistance reserved for special problems 
be allocated to such States. 

Loan Llabllltles Of Erstwhile Union territories 
9.21 The Union Territories of Arunachal Pradesh. Mizoram 

and Goa were constituted as full-fledged States in 1987. Prior to 
this, as Union Territories they received grants to meet their 
revenue gap and loans to cover their capital gap. However, under 

the present pattern, most of the Special Category States get 90 
per cent of the Plan assistance by way of grants and the remaining 
10 per cent only as loans, while the non-Special Category States 
gel Central assistance in the form of grants and loans In the ratio of 
30to 70. Arunachal Pradesh and Mizoram have been designated 
Special Category States and Goa as a Non-Speci~I Category 
State. It Is recommended that the excess of the Central loans 
received by each ofthese three States for Its Plans, upto 1986-87, 
as Union Territories (and outstanding as on 31.3.90) over what It 
would have received W It had been a full-fledged State, be written 
off -the write-off being restricted to the oustandings of such loans 
as on 31.3.1990. The loans remaining outstanding, ff any, after 
this write-off, as on 31.3.1990, against each State may be 
consolidated into one loan with a reasonable maturity period and 
rate of interest. This is estimated to give a relief of Rs. 191 crore to 
the three States during the period 1990-95, as shown below: 

States 
1. An.machal 

Pradesh 
2. Mizoram 
3. Goa 

Total 

Plan 
Loans Excess 
Outstand-
ing As On 
31.3.1990" 

227.44 229.30 
120.59 110.49 
284.01 22.27 

Amounts 
To Be 
Written 
Off 

227.44 
110.49 
22.27 

Adjusted 
Outstand­
ing As On 
31.3.1990" 

10.10 
261.64 

(Rs. Crorr,) 

Relief 
In 
Repayment 
During 
1990-95 

116.48 
51.20 
23.32 

191.00 
• These relate to the Joans received upto 1986-87. 

Drought Loans To States During 1986-89 
9.22 Some States suffered enormously on account of 

unprecedented droughts during 1986:87 to 1988-89. Addltional 
assistance was provided to them for approved relief expenditure 
over and above five per cent of annual Plan outlays, which is not 
adjusted against Plan assistance. Fffty per cent of this additional 
assistance was given in the form of loans. We feel that the burden 
of drought relief should not be cast upon the States, as we have 
indicated in Chapter VI on Financing of Relief Expenditure. We 
recommend that outstanding loans on account of drought may be 
written off entirely. This will result in the States having a relief of 
Rs. 198.88 crore over the five years, 1990-95, as shown below: 

(Rs. Crore/ 
Drought Loans Relief In Repayment 

States Outstanding As During 1990-95 
On 31,3. 1989 

1. Andhra Pradesh 5.02 2.09 
2. Gujarat 165.31 63.56 
3. Haryana 4.81 1.85 
4. Himachal Pradesh 2.80 1.08 
5 .Kamataka 5.05 2.06 
6. Kerala 10.08 3.88 
7. Rajasthan 324.35 123.53 
8. Uttar Pradesh 2.15 0.83 

Total 519.57 198.88 

Loans For Relief Works Relating To Bhopal Gas 
Leak Tragedy 

9.23 During 1984-89, the Central Government gave loans 
totalling Rs. 91.62 crore to the Government of Madhya Pradesh to 
meet some of the immediate medical and rehabilitation needs of 
gas victims. It is recommended that all these loans may be written 
off. Since the entire loans have been recommended to be written 
off, pa~ments already made by the State Government by way of 
repayment of principal and interest payment in respect of these 
loans may be adjusted against other payments due from the 
Government of Madhya Pradesh. 



Special Loans To Punjab 

9.24 Special loans to the tune of Rs. 2,300 crore were given 
to Punjab during 1984-89. An amount of Rs. 766.95 crore in 
respect of these loans is due for repayment during 1990-95.lt is 
seen that the indebtedness of Punjab has been rising rapidly due 
to Plan and non-Plan loans olthe order ofRs. 600 to Rs. 700 crore 
a year flowing to it from the Centre. These loans became 
necessary because of three factors, namely, (a) the high cost of 
combating terrorism, (b) the power tarn! policy on account of 
which the State Electricity Board, though otherwise performing 
well, is losing Rs. 300 to Rs. 400 crore a year due to highly 
concessional tariff, and (c) the State wishing to have a Plan far 
bigger than what its resources could sustain. 

The special circumstances prevailing in the State might be 
inhibiting the administration from raising resources. And the State 
certainly has had to bear a high burden in terms of expenditure on 
law and order. As this case Is of a spacial nature, we recommend a 
moratorium of two years on repayment of principal and interest. 
We further recommend that the Central Government, meanwhile, 
work out a sultable package of measures including debt relief in 
order to put Punjab's finances on a more sound fooling. 

Scheme For General Debt Rellef 
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9.25 W the changes in terms of lending by the Central 
Government to the States are modified in accordance with our 
recommendations and the investment policies of the 
governments at both levels are also improved •along the lines 
suggested, It would be possible fort ha Cantre to reduce the rate of 
growth of Its debt and for the States to take care of their liabillties. 
In future, therefore, there should be no need, as a rule, for debt 
rescheduling or write-off. However, as regards existing 
repayment obligations, It might be desirable to grant some relief. 
In doing so, we need to kaap in mind tha terms of reference which 
require us to suggest corrective measures with particular 
reference to investments made in infrastructure projects and 
linked to improvements in financial and managerial efficiency. We 
propose to grant some relief in relation to Plan loans received by 
the State Governments du,ing the five years 1984-89 and 
outstanding as on 31.3.1990 after adjusting repayments during 
1989-90. Central loans to States outstanding at the and of 1983-
84 have been covered by the scheme of debt relief recommended 
by the' Eighth Finance Commission; as such we do not propose to 
grant relief in relation to them. Wa propose to link the extent of 
relief to the performance of the States in respect of their 
investments in two important sectors, namely, power and road 
tran/!port. We worked out the rate of return on Investments in 
tlu>se two sectors. For this purpose we defined the rate of returns 
to equal the gross operating surplus after depreciation as a 
percentage of total (cumulative) investments. While total actual 
investments were taken in the case of road transport, investments 
in power sactor have bean taken after excluding the portion 
attributable to rural electrHication and works-in-progress. On this 
basis, the States are divided into three categories: 

(i) those where the rate of return was above 15 per cent 
(Andhra Pradesh, Karnataka, Madhya Pradesh, 
Maharashtra, Orlssa and Tamil Nadu); 

(ii) those where the rate of return varied between 1 0 and 15 
per cent (Gujarat, Rajasthan a~d Uttar Pradesh); and 

(iii) those where the rate of return was below 1 o per cent 
(Bihar, Haryana. Karala, Punjab and West Bengal). 

The above classttication of States has bean worked out on 
the basisolthe data obtained from the Planning Commission and 

the State Governments. It has bean found in the pastthatthe data 
received from Iha State Governments and from the Boards and 
Transport Corporations were not always consistent. We would, 
therefore, suggest that the Government of India, while 
implementing the scheme, have the data checked up once more 
with a view to ensuring their accuracy for the purpose of 
classnication. 

9.26 We recommend relief in repayment of 1984-89 State 
Plan loans due during the years 1990-95, to the extent ol 10 per 
cent for the first category of States, 7.5 per cent for the second 
category of States and 5 per cent for the third category of States. 
We recommend relief to the extent of 1 O per cent unformly for the 
Special Category States and Goa. The loans which remain 
outstanding after this relief, attha end ol 1994-95, should be made 
repayable in 10 equal Instalments. In other words, the State Plan 
loans advanced to States during the five years 1984-89 and 
outstanding as on 31st March, 1990, should be consolidated and 
re-scheduled to 15 years in the case of all the States. In the first 
live years ff this 15 year period (i.e., during 1990-95), the 
repayment should be 10 par cant, 7.5 per cent ors per cent less, 
as the case may be, than that due on the existing basis. The 
balance of Iha loan should ba repayable in tha remaining 1 O years 
(1995-2005) . This is estimated to provide relief in repayment to 
the extent of Rs. 494 crore to States during the live-year period 
1990-95. Annaxure IX.5 shows the Statewise position of the 
relief. 

9.27 It is recommended that the 1984-89 loans consolidated 
in the above manner for 15 years should carry a rate of interest of 
9.0 per cent per annum. 

9.28 The total debt relief on all accounts to each State during 
1990-95 under our scheme in respect of the loans outstanding at 
the end of 1989-90 comes to Rs. 975.62 crore as per details in 
Annexure IX.6. 

9.29 This quantum of relief is lass than what the Eighth 
Finance Commission recommended. However, in this context, 
the basic difference between the relevant terms of reference of 
the Eighth and Ninth Commissions has to be kept in view. Unlike 
the Eighth Commission, we have not been asked to suggest 
measures to deal with the non-Plan capltal gap. We are required 
to review States' debt position as on 31.3.1989 and suggest 
corrective measures. This is a matter referred to us under Article 
280(3) (c) of the Constitution and, therefore, we have to confine 
ourselves strictly to the President's Order on this subject which 
was not the same before the Eighth Finance Commission. As 
explained earlier in this chapter, the practice of writing off and 
rescheduling of Central loans in order to cover a part of the non­
Plan capltal gap has failed to provide a durable solution to the 
problem of States' indebtedness. The thrust should rather be on 
corrective measures which would prevent accumulation of 
excessive debt burden on States. This can be achieved only by 
suitable changes in the terms and conditions governing Central 
loans. We have suggested soma measures in this new direction. 
While It is difficult to assess the exact quantum of consequent 
relief to States during 1990-95, a rough estimate would put it 
around Rs. 2,000 crore (excluding amortization). However, the 
net adverse impact on Central budget is likely to be less in view of 
our suggestion regarding additional market borrowings by States 
in lieu of a part of Central Plan loans. Our recommendations also 
aim at recognising the financial and managerial efficiency as 
indicated in the terms of reference. 

11.30 Shri Justice A.S. Qureshi, Member, does not agree with 
this scheme of general debt relief for the reasons explained in his 
Note of Dissent given separately. 



CHAPTER X 

CONCLUDING OBSERVATIONS 

10.1 The task of a Finance Commission is a difficult one 
under any circumstances, as It involves judging the claims, needs 
and resources of the Centre and the States and on that basis 
working out a judicious scheme of transfers that would result in the. 
balancing of needs and resources of the different governments. 
This Commission's task was rendered doubly pifficult because of 
the grim and deteriorating fiscal scenario which we f;,ced as we 
started our labours. It was a matter for concern that while the 
economy was doing well in many respects, the budgetary 
situation was far from satisfactory and was likely to hamper 
growth. There was a large and growing deficit on revenue account 
at the Centre and in the budgets of several States. In such a 
situation, any attemptto work out a scheme of Central transl ers on 
the assumption that past trends would or could continue was a 
futile exercise. We were thus led to adopt a normative approach 
which had also been suggested in our terms of reference. 

10.2 As this was the first time that a systematic normative 
approachtotheassessmentof revenue receipts and expenditure 
was being attempted, we had to develop first the basic princif5Ies 
of a normative approach and then workout the specific methods of 
assessing revenue receipts and revenue expenditure. It is in 
working out the methodologies of the normative assessment and 
applying them in practice that we had to face the greatest difficulty. 
Not much work had been done by Indian scholars in this area, 

particularly in relation to the normative assessment. We could get 
some guidance from studies conducted in certain other 
federations such as Australia and from practices in those 
countries. However, since the federal finance situation in our 
country has its own peculiar features, we had to work out for 
ourselves the entire methodology of normative assessment using 
certain relevant principles developed abroad with due 
adaptation. 

10.3 The broad methodologies that could be applied in 
practice depended on the availability of data. A major source of 
difficulty has been in relation to obtaining relevant detailed data on 
a number of economic variables and other! actors needed as base 
for making the normative assessments. Even when a 
methodology requiring less data was chosen, there was often 
difficulty in getting even such minimum data. Thus, we found that 
sufficient and reliable information was not available on tax bases 
or on the net yield of additional tax measures undertaken in 
various years. On the expenditure side, we could not find any 
authoritative or reliable studies on, for example, cost 
effectiveness of defence expenditure, the cost justification and 
distribution of benefits of subsidies of various kinds, 1::ttc. The 
Commission itself did not have time or resources fa gather 
primary data or to undertake original research studies. The 
methodoiogies of normative assessments and their applications 
suffer from some impertections traceable to data limitations. 

10.4 It is also to be borne in mind that we were initiating a new 
approach with no precedence to build upon. In course of time, 
further experimentation should be possible and improvements in 
methodology could be effected. Apart from the limitations arising 
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from the paucity of data, we also have had to make allowance for 
the fact that State finances were being subjected to a full-fledged 
normative assessment for the first time by. a Finance 
Commission, and, hence, we have thought flt to moderate the 
results of the normative assessment. As indicated in the relevant 
places, we have also been quite liberal in making assessments in 
respect of the Special Category States. Notwithstanding this 
liberallty and the moderation of the resutts of normative 
assessment of the revenue receipts and expenditure of the non­
Special Category States, we have taken care to ensure that the 
intended impact of normative assessment will be felt by the 
different States and the Centre and the signals generated by the 
principles underlying our scheme of Central transfers would 
serve to induce fiscal prudence without impinging in any way on 
fiscal autonomy. 

10.5 The State Governments had argued before us that 
while it was desirable to adopt a normative approach, it was at the 
same time necessary to give adequate time for them to make the 
adjustments. The moderation of norms we have introduced is 
partly in response to the plea by the State Governments. The 
States had also urged that the normative assessment should be 
equally applied to the States and the Centre. We have indicated 
in Chapter II, the manner in which we have applied the normative 
approach to the assessment of Central revenues for the period 
1990·95. In regard to Centre's revenue expenditure, we have 
sought to restrain Its rate of growth. We have allowed for an 
overall growth in non-Plan revenue expenditure of the Centre 
over the base of the budget estimates of 1989-90 at only 9.7 per 
cent per annum in nominal terms (on the assumption of a 5 per 
cent rate of inflation) as against the long-term rate of growth of 
17.0 per cent during the period 1974-75 to 1989-90. This 
represents an acceleration of the process of correction 
attempted in 1989-90 Budget wherein the increase in non-Plan 
revenue expenditure over the level in the 1988-89 revised 
estimates was 10.6 per cent. Of the total increase, interest 
payments are taken to grow at 12 percent per annum as against 
23.4 per cent in the eighties. This assumes a considerably 
reduced rate of growth of indebtedness which is expected to be 
achieved, inter alia, by taking a part of the financing of public 
investment out of the budget. 

10.6 The rate of growth of Central Government expenditure 
has thus been determined normatively, keeping It well below the 
postulated rate of growth of revenues, as has been done in the 
case of the States. It could, however, be argued that the 
Commission should have considered the jusrniable cost of 
providing a given standard of services in the case of the Centre 
too. In fact, it has been pointed out to us that the Central 
Government was spending large amounts of money in areas and 
subjects which belong properly to the jurisdiction of the State 
Governments under the Constitution, for example, agriculture. 
The strength of staff in Departments and Ministries dealing with 
the subjects falling largely or wholly within the jurisdiction of the 
States is considered by some to be unduly large. The 
Commission did not have the resources to undertake in depth 
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studies in order to examine such Issues. For example, while Iha 
requirements of defence will have lo be assessed by milltary 
experts and the Government, It would be desirable lo aim at 
minimisation of the cost of providing a given degree of mllltary 
capability and deterrence. We had no way of judging the present 
level of defence expenditure on the basis of the above 
criterion. 

10.7 Most ofthe data we collected have been computeriaed 
and will be passed on to the Ministry of Flnanca. In the vary 
difficult task we were assigned lo carry on, and in the context of the 
disconcerting fiscal scenario we felt hamstrung by non-availabltty 
of ready, adequate and reliable data. We, therefore, recommend 
that between the end of the Jffa of one Finanoe Commission and 
the appointment of the next Finanoe Commission, in the 
interregnum, active and imaginative studies and projecls on 
different topics relevant for the working of the Finance 
Commission be unde~an by the Finance Ministry lo facilltate 
the work of the incoming Finanoe Commission. We strongly 
sugg_ast that the present Division-in the Finance Ministry which 
looks after the work of th• Flnanoe Commission, in the 
interregnum, be entrusted with this task. The Division, however, 
needs to be substantially strengthened and should function under 
a separate Senior Joint Secretary assisted by adequate number 
of officials and technical staff trained lo collect and analyse Iha 
data and material, nacassary fort ha Finanoe Commission. It may 
• also be worthwhile examining constituting an Advisory Committee 
headed by a person well conversant with Iha intricacias of Iha 
publlcfinanoes in India, which should guldathis particular Division 
in Its work and functions. Ona 9f our Members, Shrl Justice A.S. 
Qureshi, however, in his dissenting note has suggested a 
different approach on this point. Ha opines, that Clauaa 1 ol 
Article 280 of the Constltut_lon envisages a permanent Finance 
Commission to be reconstituted every five years. 

10.8 We would Ilka lo refer here to a complaint made by 
several State Governments, that while the Finanoe Commission 
wishes lo Impose, and might succeed in lmpoaing, fiscaldlsdplina 
on the State Governments, a similar dicfplina could not be 
Imposed on Iha Central Government. The Central Government, 
they argued, has access lo credit from Iha Rasarva Bank of lndla 
(on which llmltatlons could be placed only out of Central 
Govammanrs own volltlon), which meant not only that the Centre 
could incur expenditure in axcass of whatever norms were 
prescribed, but also that an inflationary rise in prices was 
generated which threw the budgets of the States out ol 
equtllbrium. 

10.11 The approach adopted by this Commission would 
result In a degree of discipline being Imposed on Iha budgetary 
operations of the State Governments In the following manner. 
First, the volume of Central transfers has bean determined on Iha 
basis of a normative assessment of revenue receipts and revenue 
expenditure and this places a llmlt on possible Increases in 
expenditure without additional resources being mobilised. 
Second, this Commission has not attempted lofullyclosetha non­
Plan capital gaps of the States and as such the States would have 
lo observe extra ma caution in Incurring additional debt, aspacially 
for financing revenue expenditure. Third, the ovanlraftfaclltty with 
Reserve Bank of India lo the State Governments has already 
been strictly Hmltad. As against this, the fact that the Union 
Government has virtually unllmltad "overdraft facility" with 
Reserve Bank of India means that I can Incur additional debt ID 
finanoeaxpendltures In excassol norm1wllhoutrailing llddlional 
revenue resources of Is own. We b- earlier urged that the 
CeniraJ and State Governments should be lnlatad in a similar 
manner with regard lo fiscal d~ne. We recommend that a 
convention should, therefore, be developed 11m•1ng the extent ol 

deficit financing by Central Government, in any given year, to an 
amount lo be determined in consultation with the Governor ofthe 
Reserve Bank of India on the basis of canain objective economic 
criteria lo be clearly laid down in advance. We would urge that 
suitable guidelines and criteria for determining the permissible 
amount of net RBI credit lo Government be devised jointly by the 
Union Ministry of Finance and the Reserve Bank of India. It will 
also be necessary lo predetermine Iha permissible peak level of 
RBI credit lo Central Government at any point of time, in the 
course of the year. 

10. 10 In our first report, we had stated that in the reponfortha 
period 1990-95, we shall indicate in soma detail the changes in 
ffacal policy and practices needed to bring about a situation of 
belanoe in the revenue budgets. Fiscal experts are agreed that 
the sine qua non for controlling the growth of revenue expenditure 
is the avoldanca of inflation. This in turn requires strict limlts to be 
placad on deficit financing In the sense of net RBI credit to the 
Central Government. Therefore, Iha first basic change In fiscal 
policy required Is that the extant of deficit financing permissible in 
an year should be first determined In the manner we have 
suggested In paragraph 10.9 above. ff undercenain extraordinary 
ciR:umstancas Iha agreed upon limils of credit from RBI are to be 
exceeded, Iha matter should be discassad in Parliament and its 
approval obtained. 

10.11 Second, the criterion of affociancy must be giv~n a 
much larger weight in the pursuit of fiscal policy. Accessibillty to 
funds wit.hout conditions or definite fomils based on economic 
principles which we have referred lo earlier in our report leads lo 
erosion of responsibility and efficiency. It is, therefore, nacassary 
lo Unk performance with accessibility lo funds. 

10.12 Thjrd, we suggest certain specttic steps for bringing 
down the rate of growth of revenue expenditure in the immediate 
future: 

(a) As the budgets are over-burdened and resources are 
acarce, government wo~ld have lo shad soma activities. 
This calls for the applicstion of zero-based budgeting. 
Each Ministry/Department at the Cantre ,and State be 
asked to order Its activities according to Its own scheme 
of priorities keeping in view certain guidelines lo be 
issued by the respective Cabinets. Five par cant of 
each Department's work (measured In terms of share of 
revenue expenditure) which· Is of Iha lowest priority 
according to Its own evaluation should be given up. The 
surplus staff created by this procedure would be kept 
available for re-location in other areas where activities 
might have to be expanded. • 

(b) There has bean a fairly fast growth of employment in the 
government sector, particularly at the Stale level. 
Between 1979-80 and 1988-89, employment in the 
government sector, taking all States together, grew al 
Iha rate of 3.6 par cant (for the major States alone, the 
corresponding figure Is 3.3 per cant). The result has 
been burgeoning increase in the salary bills. Therefore, 
It Is essential lo prevent the growth of government sector 
employment. There should be no increase in 
employment In the government sector (Centre and 
States) during the Eighth Plan period and the raven)le 
Plan expenditure of the Eighth Plan should consist only 
of expenditure on materials except in relation lo 
additional schools and hospltals to be started under the 
Plan. H expenditure on addltional staff Is incurred in 
respect of such Plan schemas, that must be adjusted 
within Iha non-Plan budget. 



(c) Spacial efforts must be made to plug laakagaa In the 
Departmenta Incurring heavy expenditure on materials 
such as P.W.D., Water Supply, Medical and Public 
Health. Considerable money could also be saved 
through economy In Inventories and stores. 

(d) The phasing out oltha revenue deficit would reduce the 
rate of growth of public debt and, hence, the rate of 
growth of interest payments. In addition, some other 
measures are needed to slow down the growth of public 
debt. Ona I• to reduce budgetary support to public 
enterprises, I.e., financing of public enterprises should 
be taken out of the budget u far as possible. Budget 
support would, of course, have to be extended to key 
infrastructure Hctors like the railways; but even in such 
cases, part of the financing could be met through 
borrowing from I~ market with some Interest subsidy 
from the budget. Methods of financing of the investment 
by oth•r public enterprf181 through funds obtained 
outside the budget woul.d have to be worked out. Public 
enterprises which are perlormlng efficiently ahd are 
showing satlelactory financial reaults can be allowed by 
the Controller of Capital lsauea to laaue debentures as is 
done In respec,t ,of private enterprises. It would be 
desirable H Corporatlonl In large cities are allowed to 
botrow fund• agalnat debentures with appropriate 
Interest subaldy, to undertake alum clearance and other 
developmental actfvltlea. Another way of reducing the 
load on the public HCtor Is to share with the private 
sector the taek of expanding capacity In some areas 
such as power. 

(e) In Chapter II, we referred to the low rates of return being 
obtained from public enterprises as a whole (excluding 
the petroleum tlClor) and to the fact that several of them 
are making losaea. At the State level, moat public 
antarprlsas Including State Electricity Boards and State 
Road Transport Corporations are suffering losses. 
There Is 11111• justfflcatlon for continuing to own and 
operate entarprlsaa oulalda the core sector• which are 
continually making losses and which, acccrding to 
reasonable axpectlltlons, cannot be revived and turned 
around. At present, these enterprises are being 
sustained largely through loans from the budget and, to 
some extent, through grants. Major budgetary savings 
can be effected ff awaycanbefoundtocutoutsuch loan 

• The core sector for thi& purpose rnay bt defined to consist of coal, 
steel, power, petroleum, rtaUways, te'9oommunications and some 
strategic non-ferrous metals. Loss making enterprises in this sector 
cannot be dosed down, but lhould be brought back to heallh on lhe 
basis of a time bound programme. 
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or grant subsidy. Those enterprises which can be rehabilitated 
with a reasonable infusion of funds should ba brought back to 
health with Iha help of public financing institutions or Iha private 
sector; others would have to be merged with larger enterprises or 
closed down with adequate care taken to safeguard Iha interest 
of displaced labour. CNe understand that part of the staff 
displaced could be absorbed In large number of vacancies 
normally arising in the government itsaff). 

10.13 Subsidies are an Item of expenditure in the Central 
Government Budget that has been rising rapidly. The rate of 
growth witnessed in recant years la not sustainable. Food, 
fertilizer and export subsidies account for by far the major 
proportion of total subsidies in the Central Budget. Food 
subsidies might have to be targeted In Mure towards Iha poor 
only, and with only a moderate rata of inflation, M would ba possible 
to adjust Issue prices when procurement prices are raised. We 
feel that not only the manner of determining and granting fertilizer 
subsidy, but the entire phllotophy and approach would havato be 
re-examined, as atherwlH with 1nc,...1ng flllllllar production on 
the bas la of higher lind hlgherooatadua to lncntaHd capita I costs, 
fertHlzer subeldywould orow unbearably lllrgeln IM nat so distant 
future. Export aubeldlH are, al cour .. , nacesaary but the 
increase In th• quantum of aublldy oould IN reduced ff the 
competitiveness of Indian exports could be en1ured In ather 
waya. 

10.14 We urge that the above 1uggaatlon1 for policy 
changes we hav, made be given the utmost aonslderatlon by the 
Central and State Governmenll 10 that fiscal equlllbrlum is 
restored at least by the and of the period of our report. 

10.15 Before concluding this report, it is pertinent to point out 
that the methodology of normative asseament which we have 
applied to the revenues and expenditures of the State 
Governments affects only inter-State transfers and has no role in 
determining the total volume of transfers from the Cantre to the 
States as a whole. The methodology is 10 deaigned as to favour 
Iha States with lower revenue capacities and lower than average 
standard of services at justHiable costs. This is the major 
departure made by this Commission. As far u the projections f9r 
the 5-year period 1990-95 are concerned, we have followed 
almost the same approach as the earlier Commissions; that is, 
normative rates of growth of revenues and expenditures have 
bean applied to base yaar figures and Iha bue year figures are 
closely related to the actuals for the Cantre as well as for the 
States taken as a whole. 

10.16 The annexures Included in this report contain only 
such summary tables as are essential !or explaining our 
recommendations. A supplementary volume containing the 
detailed eKplanatlons will ba submitted In a few days time. 
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CHAPTER XI 

SUMMARY OF IMPORTANT RECOMMENDATIONS AND OBSERVATIONS 
11.1 Our Important recommendations and observation■ 

ara ■et out bslow: 

L INCOMITAX 

11.2 (1) Outofnatdiwtribui.bleproceads,asum equal to 
1.437 par cent lhaN bs dMmed to reprassnt the proceeds 
attributable to the Union Terrllori• (parL 5.5); 

(2) Eighty.five par cent of Iha divisible pool of Income Tax 
should bs aulgned to th• SIiias (parL 5.8); and 

(3) The dillrlbutlon amongst Iha States Inter ■e of Iha share 
assigned to the Stataa In aad1 financial year during 1990-95 
should bs on the bula of Iha percentages shown In table 
below: 

1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 

10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 

S.tea 

AnctuaP......, 
ANnachall'ndll"1 -lllhar 
Goa 
aui-1 

=Pradaah 
Jammu and K&Mi" 
Kamalalca 
Ketala 
MadhyaPradeah 
~ 

e-
~ 
Pu..., 
Aajad,an 
8lllldm 
TamlNamJ 

-r::;....,, 
W...llenpl 
TO!l'I 

Parcentaga Sh..-a 

8.208 
0.073 
2.831 

1U18 
0.110 
4.550 
1.244 
0.1!815 
0.8116 
4.928 
3.729 
8.186 
8.191 
0.171 
0.208 
0.073 
0.0116 
4.326 
1.708 
4.838 
0.030 
7.931 
o.sos 

16.787 
7.9711 

1oo.aao (pra,5.13) 

II. ADDITIONAL DUTIES OF EXCISE IN LIEU OF 
IALESTAX 

11.S The nat f)IOCNda of Additional Exclaa Duties on 
Textll.,, sugar and tmr·n 'lltould bs dialrl>uted on Iha following 
basis: 

(a) A aum equal ID 1.903 par cent of such nat pioceed8 bs 
retalnad by Iha Central Gowmmanl u allrl>utable to Iha Union 
TerrilorlH (para. 5.20). 

(b) The bu,-should bs dlalributad amongat the Stales In 
aconrdma wlh the parcantagaa given bslow: 

Parcentaga Shara • 

1. AnclnPlldNh 
2. MIIIIIChel Pradaoh 

3. -
4. -

7.680 
0.107 
2.743 
8.317 
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Stataa 
5. Goa 
6. Gujarat 
7. Hary.,,a 
8. Hlm""'81 Pracleal) 
9. Jammu and Kalhmlr 

10. Karnataka 
11. KaraJa 
12. Macllya Praclelh 
13. Maharashtra 
14. Manlpur 
15. Megholaya 
16. Mi:roram 
17. Nagaland 
18. Oriaoa 
19. Pun~ 
20. Raja1lllan 
21. Sikkim 
22. Tamll Nadu 
23. T~ 
24. Ullal'Pradeah 
26. w .. t Bengal 

Total 

Parcant■p• Shara 
0.228 
5.1105 
2.317 
0.121 
0.929 
5.866 
3.723 
7.184 

11.888 
0.213 
0.190 
0.068 
0.120 
3.4811 
3.533 
4.8811 
0.062 
7.084 
0.278 

14.1157 
8.185 

100.000 (para. 1.20) 

Ill. GRANTS IN LIEU OF TAX ON RAILWAY PAS­
SENGER l'ARII 

11.4 (1) The annual quantum of the grant In lieu al tha 
rapaalad Tax on Rallway F>-ngar Far" should bs fixed al Rs. 
150 crora in aad1 of tha years 1990-91 to 1994-95 (para. 
5:28). 
" (2) The gr11nt to bs made available bs dlatributad amongst 

Iha Sbiles u under: 

Stataa 

1. Andlnl'ladllll 
2. AIINOhalPradaoh 
3. Auam 
4. Bilw 
5. Goa 
8. Gujarat 
7. Hary-
8. Hlmaohll ~ 
9. Jammu and Kuhmi-

10. l<amMUa 
11. Kerllla 
12. Madlya PlldNh 
13. Maharuhh 
14. Mlripur 
115. Mlghalaya 
18. .._ 
17. Nagaland 
18. Oriaoa 
111. Punjab 
20. Rajulllan 
21. Siklcim 
22. TamHNacL, 
23. T~ 
24. Uaar l'llldalh 
2s. w .. t 11enga1 

Total 

Parcenlagt•Shara 

7.484 
0.008 
1.5011 
8.266 
0.133 
5.717 
1.837 
0.01111 
0.1521) 

3.271 
3.562 
6.061 

22.934 
0.013 
0.040 

0.1115 
1.114 
3.110 
4.579 
0.004 
6.803 
0.042 

15.437 
7.203 

1IO.OOO (para.5.30) 
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IV UNION DUTIES OF EXCISE 

11.5 (1) The divisible pool of Union Duties of Exclse should 
include the net proceeds of all Excise Duties including Special 
Excise Duties but excluding duties collected under the Additional 
Duties of Excise (Textiles and Textile Articles) Aet, 1978, and the 
earmarked cesses (para. 5.33). 

(2) The States' share in the net proceeds of shareable Union 
Excise Duties shall be 45 per cent (para. 5.34). 

(3) The percentage share of each State in the shareable 
Excise Duties.in each of the years 1990-91 to 1994-95 should be 
as given below: 

States 

1. Ancl>ra Pradesh 
2. Arunachal Pradesh 
3. Assam 
4. Bihar 
5. Goa 
6. Gujarat 
7. Haryana 
8. Himachal Pradesh 
9. Jammu and Kashmir 

10. Karnataka 
11. Karala 
12. Madhya Pradesh 
13. Maharash~a 
14. Manipur 
15. Meghalaya 
16. Mizoram 
17. Nagaland 
18. Orissa 
19. Punjab 
20. Rajas1han 
21. Sikkim 
22. Tamil Nadu 
23. Tripura 
24. uaar Pradesh 
25. West Bengal 

Total 

Percenlage Sh•• 

7.170 
0.897 
3.810 

11.028 
0.523 
3.183 
1.099 
1.943 
3.548 
4.104 
3.087 
7.224 
5.185 
1.174 
0.891 
1.109 
1.348 
5.358 
1.362 
5.524 
0.260 
6.379 
1.556 

15.638 
6.600 

100,000 (para U7) 

V. FINANCING OF RELIEF EXPENDITURE 
11.6 (1) The existing arrangements for financing relief 

expenditure should be replaced by a new one under which the 
States will have much greater autonomy and aocountablllty 
(para. 6.16). 

(2) A Calamily Relief Fund should be constituted for each 
State with the following amount in each year. 

States 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 

10. 
11. 
12. 
13. 
14. 
15. 
16. 

Ancl>ra Pradesh 
ArunachalPradesh 
Assam 
Bihar 
Goa 
Gujarat 
Haryana 
Himachal Pradesh 
Jammu and Kashmir 
Karnataka 
Karala 
Madhya~ 
Maharashn 
Manipur 
Meghalaya 
Mizoram 

/~.Crote/ 
Amourrt 

Ill 
2 
30 
36 

1 
.. 85 

17 
18 
12 
27 
31 
37 
44 

1 
2 
1 

17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
26. 

States 

Nagaland 
Oriua 
Punjab 
Rajasthan 
Sikkim 
TamilNacll 
Tripura 
Uttar Pradesh 
Weatllengal 
Total 

Amount 

1 
47 
28 

124 
3 

39 
3 

90 
40 

804 
(para. 1.17 and Anna,.. VL 1) 

(3) Government of India shall contribute to Iha Calamity 
Relief Fund ol each State to the exterit of 75 per cent in the form of 
non-Plan grant. The balance 25 per cent shall be contributed by 
each State out al Ila own resources. Tha contribution to tha Fund 
will ba made by Govamments In quarterly instalments (para 
6.17). 

(4) The Relief Fund would have existence outside the 
general revenues of the State and will be deposited In a 
nationalised bank (para. ~.17). 

(5) A State-level Committee headed by the Chief Secretary of 
the State and consisting of officials connected with the relief work 
and other experts shall be constituted by the State Government to 
administer the Calamlty Relief Fund. The Committee will decide 
all mattera connaclad with the financing of the relief expenditure, 
including variations in the norms of assistance (para. 6.17). 

(6) The yea~y accretion to the Fund together with the interest 
accruing thereon would ba used to meat al[ expenditure on 
calamities. No further Central assistance would ba made 
available for Iha purpose. However, ff in a particular year the 
money required is more than Iha balance available in the Fund, 
the State may draw 25 per cent of the Centre"s contribution due ID 
It in Iha following year in advance. (The Central Govemmant may, 
at 11s discretion, allow higher percentage of advance also) (para. 
6.17). 

(7) The balance left in Iha Fund unspent at the end of fifth year 
(I.e. 1994-95) will ba available for being used as a Plan resource 
(para. 6.17). 

(8) AU calamities such as drought, flood, cyclone and fire 
which qualffled for relief aasistance in the past wUI continue ID be 
covered i~ the present schema. The distinction between drought 
and othercalamtties Ilka flood, cyclone ate. wUI be dispensed with 
(para. 6. 17). 

(9) The Centre should constitute an Expert Group to monitor 
relief work clone in States ut!Hsing the Calamity Relief Fund and 
also to give such advice as It deems appropriate to Iha State 
agencies ln1101vad in relief work (para. 6.17). 

(10) The Centre should contribute 75 per cent of Iha rellal 
expenditure (over and above Its contribution to Iha Calamity Rella! 
Fund) of Rs. 183 crore on relief and rehabilitation of gas victims in 
Bhopal. during 1990-95 by way of non.Plan grant The balance 25 
per cent will be borne by the Government of Madhya Pradesh 
(para. 6.21 ). 

VI. GRANTS-IN-AID 

11:1 (1) To cover the net flve-y- (1990-95) daliclla on 
non-Plan -u• IICCOUnt encl part al the dalicb on plan 
NMlnU& IICCOUnl, thafolowing States bapaldthe 1Uffl8 apeclied 
against each cl them as grants-In-aid ol their ,_UN lntha 



raspactlva yaars indicated in Iha tabla below, under the 
slbstantive part of Clause (1) of Article 275 of the Constitution: 

(Rs. °"""' 
19110-95 1990-91 1991-112 1992-93 111113-9419@+96 
(1) (2) (3) (4) (5) (6) 

1. Andlra 
Pradesh 3-41.25 48.07 54.60 66.54 78.49 96.55 

2.Arunachal 
Pradesh 

3. A .... 
4. Bihar 
5. Goa 
6. Hlmachal 

Pradesh 
7. Jammu& 

302.79 
874.23 

1374.27 
168.58 

57.65 
205.61 
185.53 
33.68 . 

59.45 
179.68 
219.88 

33.31 

60.76 
172.87 
267.98 
33.06 

61.48 
161.42 
316.08 
32.88 

83.45 
154.65 
384.80 
33.67 

523.09 113.75 109.67 104.50 98.32 96.85 

Kashmir 1096.42 210.99 213.60 224.35 220.87 226.61 
8. Kara1a 412.54 1515.69 66.01 80.45 94.88 11u1 
11. Madhya 

Pradesh 1047.81 141.45 
10. Manipur 371.65 74.92 
11. Meghalaya 256.18 58.88 
12. Mizonrn 379.79 74.75 
13. Nagaland 458.67 92.26 
14. Oriua 1082.98 148.20 
15. Punjab 53.91 7.28 
16. Rajaslhan 1446.79 196.32 
17. Sikkim 84.68 17.59 
18. Tami Nadu 43.79 5.111 
111. Tripura 466.01 101.19 
20. U1lar 

167.65 
74.90 
50.32 
76.22 
92.48 

173.28 
8.83 

231.49 
17.37 

7.01 
101.27 

204.32 
74.40 
51.27 
78.16 
113.68 

211.18 
10.51 

282.12 
17.03 
8.54 

96.52 

241.00 
73.32 
48.54 
76.43 
90.54 

249.09 
12.40 

332.76 
16.50 
10.07 
87.25 

293.39 
74.11 
47.17 
76.23 
89.51 

303.23 
15.09 

405.J0 
16.19 
12.26 
79.78 

Pradesh 3235.10 436.74 517.62 630.84 744.07 905.83 
21. W011 

Bengal 998.65 13-4.82 159.78 194.74 2211.69 279.62 

Tollll 15017,11 23H.28 2814.22 2962.02 3271.Ga 3768.60 
(para, 7.14) 
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(2) Tha following grants-in-aid may be paid to States In each 
of the five yaara commencing from 1st April, 1990, under Iha 
slbstantlve portion of Clause (1) of Article 275 of the Constitution, 
IDwards the Centre;s contribution lo the CalamHy Relief Fund. 

Stat•• 
1. Andhra Pradesh 
2. Arunachal Pradesh 
3. Assam 
4. Blhar 
5. Goa 
6. ~ 
7. Haryana 
8. Himadlal Pradesh 
9. Jammu and Kashmir 

10. Kamstaka 
11. Karala 
12. MldfJ•P-
13. -.111ra 
14. Mmlipllr 
15. Mlghllaya 
16. llzaram 
17. Nagaland 
18. Oriua 
111. Pu .... 
20. _...... 
21. 8ilddrn 
22. T-Nui 
a Trfpuni 
114. Ullarl'radelh 
25. W...llengal 

T-

Amount of Grant 
64.50 

1.50 
22.50 
26.25 

0.75 
63.75 
12.75 
13.50 
9.00 

20.25 
23.25 
27.75 
33.00 

0.75 
1.50 

0.75 
0.75 

35.25 
21.00 
113.00 
2.25 

29.25 
'2.25 
87.50 
30.00 

II03.00 
(pera. 7.1IIIIICIAnnnuNVL1) 

(3) An amount of Rs. 122.25 crore be paid lo Madhya 
Pradesh by way of grants-in-aid of revenue in five equal 
instalments commencing from 1st April, 1990, under the 
substantive portjpn of Clause (1) of Article 275 ofthe Constitution, 
towards Iha axpenditura on rehabilitation and relief of victims of 
Bhopal Gas Leak Tragedy. (para. 7.15) 

(4) Tha present lavel of provision for Centrally Sponsored 
·schemes is too high and efforts should be made lo reduce 
gradually the proportion of this type of expenditure and add the 
savings lo tha amount of Central assistance for State and Union 
Territory Plans. (para. 7.17). 

VII. MERGER OF ADDITIONAL DUTIES OF EX· 
CISE WITH BASIC DUTIES OF EXCISE 

11.8 (1) The merger of Additional Duties of Excise with Basic 
Duties of Excise is not recommended, having regard lo serious 
objactions raised by almost all the major States lo this proposal. 
As the tax rental arrangement was brought into being with the 
consent of the States, any major modification in the arrangements 
should also be brought about only with the consent of all the 
parties (para. 8. 7). 

(2) During the report period, W in any year the ad valorern 
Incidence of Additional Excise Duties falls short oft he level of 10.8 
per cent of tha value of clearances, the short-fall should be made 
good by Government of India by providing equivalent amount by 
way of grant-in-aid lo be distributed in the same manner as worked 
out for sharing the proceeds of Additional Duties of Excise In 
paragraph 5.20 (para. 8.8). 

VIII. DEBT RELIEF 

11.9 (1) The formula of 70:30forthe apportionment of Iha 
Plan assistance In the case of non-Special Category States may 
ba continued. But the loan component so worked out may be 
contributed from two sources • an amount equal lo the grant 
portion may coma in the form of Central loan and the balance may 
be made available by way of addltlonal market borrowings (para. 
9.20). 

(2) The Reseove Bank of India may work out a formula for 
amortisation of States' market borrowings (parJ. 9.20J. 

{3) From 1990-91, the direct Central loans for Stata Plans 
should have a maturHy period of 20 years wtth SO per cant of the 
loans enjoying grace period of 5 yeara (para 9.20). 

(4) There should be no change in the terms and conditions 
relating lo the Central loans against the small savings collections 
(para. 9.20). 

(5)' The entire external assistance received for externally­
aided projacts should, in all cases, be passed on lo the States 
lmplemantlng those projacts. No part of funds racalvad 
exclusively for such projacts should ba withheld by the Centre 
(para. 9.20). 

(6) The loan and grant portion of the World Bank assistance 
to be passed on to States should also be in Iha ratio of 70:30 as In 
the case of general Plan assistance. However, while the loan 
portion should carry Iha same rata of Interest as appllcabla ID 
other Plan loans, the repayment period should be the same as 
appficable lo the assistance received from the Bank (para 
9.20). 

(7) The entire amount of IDA assistance shall be passed on 
to Stales as loans carrying a rate of Interest of 6 per cent per 
annum and repayment period of 30 years Including agr- period 
ol 5 years (para. 9.21 ). 
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(8) The Stat• with unduly low ahare In ualatance for 
externally aided~ should be aUocated ■ larger share of the 
1 O per cent of the Plan ualatance r-Mld for 'Special problems' 
under the modffled GadgH fonnula (para. 9.20). 

(11) The Central loans olllalned on Plan aca,unt by each of 
the thr .. newly constituted Stat• of Arunachal Prad .. h, Goa 
and Mlzoram, upto 1988-87 u Union Territories (u outstanding 
on 31st Marcil 1990), In excna of what l would hav• received 
during that period by way of loan on the basis ol th• 90:1 0or 30:70 
formula applicable to States, should be wrltt•n off (para. 9.21 ). 

(10) The loans of given to Stat•on aca,unt of drought during 
1986-89 as outstanding on 31st Maroh, 19811 shall be written off 
(para. 9.22). 

(11) The loanaof Ra. 91.82 crora given to Madhya Pradesh 
during 19114-89 in connaclion with the Bhopal Gas Leak Tragedy 
shall be written off and repayment or payment on acoount ther110f 
made already by the Stat• Government by way of principal and 
interest shall ba adjusted against other payments due from the 
State Government (99ra. 9.23). 

(12) A moratorium of 2 years (1990-92) on repayment of 
principal and payment of Interest should be granted In respect of 
the special loans given to Punjab during 1984-89. Meanwhile, 
Iha Central Government should work out a suitable package of 
raliaf measures for the State (para. 9.24). 

(13) Toa State Plan loans advanced to States during the 5 
years 1984-89 and outstanding as on 31st March, 1990 should 
be consolidated and rescheduled to 15 years in the case of all Iha 
States. During the first 5 years 1990-95, repayments should be 
less than dua on existing basis to the extent of 1 O per cent in the 
case of Andhra Pradesh, Karnataka,Madhya Pradesh. 
Maharashtra, Orissa, Tamil Nadu, Goa and Special Category 
States, 7.5 par cent In the case of Gujarat, Rajasthan and Uttar 
Pradesh and 5 per cent In the cue of Blhar, Haryana, Karala, 

Punjab and Wast Bengal (para. 9.25 and 9".28). 

IX CONCLUDING OBSERVARTIONS 
11.10· (1) In the Interregnum between two Finance 

Commissions, the praaent Flnartce Commission Division should 
be entrusted with studl" and projects on dffferent topics relevant 
to the work of the Rnance Commission. For this purpose, the 
Division should ba aubatantlally strengthened (para. 10. 7). 

(2) An advisory CommittH should be constituted to guide the 
Finance Comml11ion Division. in Its work and functions (para. 
10.7). 

(3) Wrth a view to treat Central and State Governments In a 
similar manner with regard to fiscal discipline, a convention 

. should be developed limiting the extent of deficit financing by Iha 
Central Government, In any given year, to an amount determined 
in advance In consultation with the Reserve Bank of India. II under 
certain extraordinary circumstances tha agraad upon limits are to 
be exceeded, the matter should be discussed in Parliament and 
its approval obtained (para. 10.8). 

(4) Specffic steps should be taken to bring down the rate of 
growth of revenue axpand~ure in Iha immediate future. Thal)(liicy 
regarding major subsidies aho~kl be reviewed (para. 10.12 and 
10.13). 

(5) Measures should be taken to slow down the growth of 
publicdabt. Funds for investment in public enterprises other than 
those in the key infrastructure sectors like the Railways, should, to 
tha extent possible, be obtained from outside the budget (para. 
10.12). 

(6) A way may be found to cut out loans, grants and subsidies 
to the public enterprises which are continually making losses and 
which, "ccording to reasonable expectations, cennot be revived 
and turned around (para. 10.13). 

(N. K. P. Salve) 
Chairman 

(Raja J. Chelllah) 
Memb6r 

(Abdus Sattar Qureshi) 
Memb9r 

(R. Kelahlng) 
Memb6r 

New Delhi 
December , 1989. 

(K. V. R. Nair) 
Member Secretary 



NOTE OF DISSENT AND GENERAL OBSERVATIONS 
BY SHRI JUSTICE A. S. QURESHI (MEMBER) 

. mY misfortune tha~ I am un~ble t~ agree with tt,8 views of 
H19 med colleagues in the Ninth Finance Commission on 

~y este:rucial issues. Hence, I .am writin? this Dissent Note 
(1111Bln Ing mY views on t~ose points. My .signature to the main 
1ipr~55

15 subject to this Note of Dissent and General 

ilf"' rvations. 
~ . PERMANENT FINANCE COMMISSION 

11 At the ou_tset, I must_ say th.at Article 280 of the 
tttution of India under which a Finance Commission is 

ccn~'tuted is misunderstood and misconstrued right form the 
1)111~ ~ing. In my opinion, Article 280(1) envisages a permanent 
11101" ce Commission to be recons~ituted every five years, unless 
~!me reason, it ce~s~s to ex1s~ be_fo~e the expiry of its full 
l?I re of five years. This interpretation 1s in consonance with the 
1'"~me of Chapter I of Part _XII and other provisions of the 
t nst~ution of India. Th~fo~nding fath~rs of our Co~stitution had 
ritended Finance Comm1ss1on to be an 1ndpendent, impartial and 
semi-judicial body to arbitrate and adjudicate between the Union 
and the States in the matter of distribution of shareable taxes 
wliich are to be, or may be, divided between them and also to 
alloeate to the States their respective shares of such proceeds. 
!he Commission also has to lay down principles which should 
govern the grants-in-aid of the revenues of the States which are in 
need of assistance, out of the Consolidated Fund of India. 
Moreover, the President may refer to the Finance Commission 
any other matter in the interests of sound finance. These duties 
are such that theic can be properly and effectively discharged w,ly 
~ a permanent Finance Commission on a continuous basis. 
Because of the complexities involved, it is not possible to estimate 
mrrectly at a stretch the revenue receipts and expenditures of the 
Stales for several years in the future. In fact, the situation is such 
!iatthe Finance Commission must not only make assessments of 
receipts and expenditures on a year to year basis but also make 
changes and adjustments in the assessment from time to time 
during the year itself. Moreover, a permane.nt Finance 
Commission must also monitor the implementation of its 
liCOmmendations by the Centre and the States and from time to 
time caution or even warn them when they are found erring. Thus, 
~e Finance Commission, as originally conceived, could have 
been a powerful instrument to bring financial discipline in the 
Centre_ and the States. But, it is a pity that such an important 
~strtut1on is devalued, downgraded and rendered ineffective due 
~ the Centre's growing hunger for amassing more and. more 
r~erand authority in its own hands. This has led to the a~o1d~ble 
h: 1?n 1n the Centre-State relations. Consequen_tly reg1?nah~m 
~thincreased rapidly and poses a threat to the unity_ and _integri!y 
and 8 country. The founding fathers had perhap~ v!suah;:ed this 

hence they provided for the Finance Comm1ss1on. 

oppa1.2 Article 280 of the Constitution does not envisage the 
has ~ntment of a Finance Commission for one or two ye~rs, as it 
~8 een done so far. If the framers of the Constitution had 
~0:ed the Commission to be a transitory body they would ha~e 
~so ed for the exercise of its jurisdiction, powers and authori~ 
lllsumeotherbodyduring its non-existence. The fact that there 1s 
~be ch Pr~vision clearly shows that those powers were intended 
l.isoexerc1sed by the Finance Commission ~Ion~ and none else. 
ti/l\8 means that the Commission has to be in existence at all the 
~~ . N? interregnum between the two transitory Finance 
~,~~~sions is contemplated. By m isinterpr~ti~g Article 280, the 
Yiarsa overnment appoints Finance Comm1~s1on_fo~ o~e ?r)wo 
~\1/ers nd thereafter, unconstitutionally exerc1ses_its_1uris~1ct1on, 
111nist and authority through the Planning Comm1ss1on, _F1~an~e 
YlloiJe or some other agency, till next Finance Comr:r11ss!on 1s 
~i Prov-d· after several years. This amounts to gross ~1olat1on of 

1s1ans of Chapter I of Part XII of the Constitution. 

~•I~: lhis interpretation of Article 280 is supported by t~e fact 
"llllJrniw~ere in the Constitution it is stated that the Finance 

SSion shall submit its reportforthe next five years. Indeed, 
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it could not say so because the revenue rece~s and exp~nditures 
of the Centre and the States have considerab)e fluctuat1ons from 
year to year. his, therefore, reasonble and proper to interpret that 
the Finance Commission should do its work on the year to year 
basis and take into account the latest available data rather than 
the projections and forecasts for the next five years. The forec~sts 
are mainly conjectures. The dependence on forecasts of receipts 
and expenditures of the Centre and the States for t~e next f1v~ 
years may not only be factually incorrect and unrealistic but also it 
may actually do injustice either to the Centre or, to all or some of 
the States. Therefore, I am of the opinion that the Finance 
Commission's reports should be on the annual basis and not on 
the five-year basis. Actually, this Commi~sion ha~ been asked to 
make recommendations for as many as six years 1.0. for 1989-90 
and for 1990-95. Even if the five-year calculations on the basis of 
projections and forecasts are to be carried out with a view to assist 
the planning process, such projected calcul~io~s must be 
corrected every year in the light of the actuals, which rn turn would 
facilitate the annual Plans of the Centre and the States. 

1.4 The wrong interpretation of Article 280(1) is probably 
due to the words, "at the expiration of every fifth year or at su~h 
earlier time as the President considers necessary", used therern. 
These words are used presumably to cover a contingency where 
the Finance Commission ceases to exist before the expiry of its full 
tenure of five years due to death, disqualification or resignation of 
its Members or for any other reason. In that event the Finance 
Commission may be reconstituted earlier, i.e. before the 
expiration of the five-year period. The aforesaid words do not 
imply that the Finance Commission can be constituted at any time 
during the five-year period. The five-year tenure of the Finance 
Commission is in consonance with similar tenures for the 
President, the Lok Sabha, etc. 

1.5 Looking to the important functions of the Finance 
Commission, the ambit of its authority and jurisdiction should 
have been expanded by referring to it_ under Article 280(3)(c) 
many more matters pertaining to the public finance. Moreover, 
conventions should have been built to refer to the Finance 
Commission all matters pertaining to financial discipline and 
disputes regarding financial matters'between the Centre and the 
States and the States inter se. Instead of expanding the authority 
and functions of the Finance Commission they are systematically 
curtailed. Even the functions already assigned under the 
Constitution were gradually taken out and exercised by the Centre 
in clear violation of the Constitutional provisions. 

1.6 To discharge its functions as envisaged in the 
Constitution, the Finance Commission should consist of a whole­
time Chairman and four whole-time members. The Section 7 of 
the Finance Commission (Miscellaneous Provisions) Act, 1951 
provides that the Members of the Commission shall renderwhole­
time or part-time service. The provision allowing part-time 
Chairman and Members, in my opinion, is quite wrong and needs 
to be amended immediately. The nature and extent of the Finance 
Commission's work, as envisaged in the Constitution, is such that 
it can be discharged only if the Finance Commission consists of 
the whole-time Chairman and Members. Our own experience in 
this Commission is not quite a happy one in this regard. The 
Chairman and three Members were part-time Members. Only the 
Member Secretary was full-time. Hence, the Commission's 
meetings could not be held as and when required and the work 
continued to pile up. Moreover, the Commission could not visit all 
the twenty five States even in our two and a half years tenure. We 
could not visit Sikkim, Nagaland, Mizoram and Tripura. This is 
quite unfair to these States as we could not see for ourselves their 
s~cial problems and hold discussions with the Ministers; higher 
officials and representatives of different sections of the society. 
Only three Chief Ministers came here with a few officials. Bullo the 
non-availability of the part-time Chairman and part-time Members 
the progress was very slow. As a resuh, the Commission had to 
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se~k extension of six months beyond June, 1989 for submission 
of its second report. Even then, we have not been able to discuss 
some important points in detail. Thus the work is not completed 
satisfactorily. Given the normal working conditions it could have 
at the minimum taken another tv,-o to three months to complete the 
w_ork satisfactorily. Therefore, I am of the opinion that not only the 
Fina_nce Commission should be permanent but also that the 
Chairman and all its Members should be on the whole-time and 
not on the part-time basis. 

1.7 The work of the Finance Commission Is semi-Judicial in 
nature. Hence it needs a great deal of objectivity and impartiality. 
To ensure that the Finance Commission performs its functions as 
required by the Constitution, it is necessary to appoint on it the 
persons who are truly independent, impartial and objective. To 
achieve this objective, a convention should be built not to appoint 
any active politician or a serving civil servant to the Commission. 
A further oonvention should be built to see thatthe Chairman of the 
Finance Commission has judicial background. Out of the 
remaining four Members also, if one of them has judicial 
background, it would further strengthen independence, 
impartiality and objectivity to a oonsiderable extent. It is 
unfortunate that in the past, the Union Government has taken care 
to appoint to the Finance Commission some persons whom it 
regarded as favourable to it. Such appointments would reduce 
the credibility of the ·Finance Commission. The Finance 
Commission is a very important and useful institution for the 
Centre-State financial relations and for enforcing fiscal discipline 
on the Centre and the States. Therefore, care should be taken to 
preserve, nurture and strengthen it. It should not be interfered 
with, down graded and rendered ineffective. If the Centre has 
nothing to hide in its financial dealings with the States and if it 
wants to be fair and just to them, it should not be afraid of being 
judged by the truly impartial Finance Commission. Appointment 

.of pliable-yesmen and favour-seekers to the Finance 
Commission may imply a guilty oonscience. It is earnestly hoped 
that in future due care will be taken in the appointment of persons 
to the Finance Commission who are known to be truly 
independent, impartial, objective, fair and just. 

1.8 It is also necessary that healthy conventions should be 
built to have informal consultations between the Centre and the 
States on the composition of the Finance Commission and on the 
terms of reference under Artfcle 280(1 )(c). This is necessary 
because the recommendations of Finance Commission greatly 
affect the finances of the States. Therefore, the States should 
have full confidence in the Chairman and Members of the Finance 
Commission. The unilateral action of the Union Government in 
the selection of persons to be appointed to the Finance 
Commission and in deciding' the terms of reference without 
consulting the States may lead to misunderstanding and 
suspicion amongst at least some of the States. This would create 
avoidable friction between the Centre and the aggrieved States. 
The informal consultations in this regard can be held in the 
National Development Council or some other forum. 

1.9 To perform its duties fully and effectively as required by 
the Constitution the Finance Commission should have a 
permanent Secretariat. It should be large and commensurate 
with the enormous task it has to undertake. In the past, the 
Finance Commissions had solely depended upon the data 
supplied by the Centre and the States regarding the estimated 
receipts and expenditures and the forecasts for future. Much of 
such data supplied by the Centre and the States is quite unreliable 
because the figures are deliberately inflated or deflated with 
ulterior motives. Such data is requiretl to be cross-checked, 
enquired into and corrected to arrive at the true financial position. 
Besides this, some special studies also have to be undertaken by 
the Finance Commission. This Commission with its staff of nearly 
two hundred persons was unable to carry out certain studies, e.g., 
Taxable capacity and Tax Effort of States, Upgrading Municipal 
Services - Norms and Financial Implications, Indebtedness of 
Central and State Governments, etc. It had to entrust such 
studies to Individuals and institutions. Even after spending 
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several lakhs of rupees on such farmed out studies, the results 
were found not quite useful and most of these had to be discarded 
The Commission should be able to carry out such work through it~ 
own Secretariat, if it is perm~n~nt an? has qua!ified persons. The 
work of the Finance CommIss10n will further increase because 
henceforth it will go into plan grants and plan expenditure als~ 
which is lawfully within its jurisdiction but so far wrongly excluded 
from its jurisdiction. Moreover, it Is also necessary that the 
Commission's Secretariat should monitor the implementations of 
the Commission's recommendations by the Centre and th'! 
States. The Commission should also from time to time point out to 
the Centre and the States the financial deviation if any and may 
suggest corrective measures to the erring party when it is found 
necessary to do so. To enforce financial discipline on the Centre 
and the States is not only a difficult and delicate task but also it 
requires constant vigil. • Hence .also a permanent Finance 
Commission with a permanent Secretariat is the sine qua non for 
fiscal discipline at the Centre and in the States. I am unable to 
agree with the majority reoommendation regarding establishing 
the Finance Commission Division in the Finance Ministry to look 
after the Finance Commission's work during the interregnum 
between the two Finance Commissions, because it is wholly 
inconsistent with the Constitutional provisions. 

1.10 The future Finance Commissions should have a , 
Chairman and four full-fledged Members. There should be no 
Member Secretary. Instead there should be a non-Member, 
Secretary to the Commission to look after secretarial work. The 
secretarial work is so heavy and time-consuming that the Member 
Secretary is not able to give his full and undivided attention to the 
Commission's work. Therefore, he should be either a Member or a 
SecreJary but not, both at the same time. Moreover, the 
Commission's work is of semi-judicial nature. Hence, · all its 
Members should be able to concentrate on the Commission's 
work only. This was the position in the Eighth Finance 
Commission which had· a non-Member Secretary. Why this 
practice is departed from in this Commission is difficult to 
understand. 

1.11 Finance Commission has been treated as an adjunct of 
the Finance Ministry and subservient to it. The Finance 
Commission has no independence in the matter of even the 
appojntments of its staff or managing its own finances. The 
Finance Commission has to go to the Finance Ministry for every 
trivial thing. The Commission should have complete freedom in 
dealing with its administrative and financial matters. It should not 
be required to go to the Finance Ministry or any other Union 
Government Department to seek sanction or approval of 
anything. Such an arrangement would be conducive to bring 
indepondence, impartiality, objectivity and fair dealing in the 
discharge of the Commission's Constitutional obligations. The 
Finance Commission should be a completely independent 
institution more or less on the lines of the judiciary. The secon_d 
point I would like to emphasise is the way in which the staff IS 
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recruited in the Commission's secretariat. Most of the staff taken 
is on deputation from the Finance Ministry, Planning Commissio_n 
or other Union government offices. The Member Secretary also IS 

usually from the Finance Ministry or some other go_ver~r:ne!11 
establishment. In the interest of independence and o_b1ect1v1ty I~ 
the working of the Finance Commission's Secretariat, I feel tt 
would be appropriate that as much of the staff as possible shou~ 
be taken through the direct recruitment. If some competent annt 
qualified officers are available in the State Gove_rnr:ne, 
departments, they could also be inducted in the Comm1ss10n 5 

secretariat. This may create a sense of involvement in the St~te 

t 
Governments and win their confidence. Thirdly, I may emphasi~e 
that the maintenance of confidentiality of the deliberations oft e 
Finance Commission is of utmost importance to avoid pressu~~= 

l on it from outside. I am sorry to say that t ill a few months ago . g 
position in this regard was most unsatisfactory caus,n 
considerable embarrassment to the Commission. 

1.12 Although in the Constitution, the word ~s~n~ 
'recommendation', in reality, the Finance eommiss 



..Aatk>OS are _not mer~ recom'!'endatlons, which can be 
...,,,r,""' IIY or pa~1ally_. It 1s a dec1~lon by an independent, 
r;,d ~nd seml-Judlc:1al body which distributes divisible 

,1 iween the Centre and the St~t~s ~n<;i recommends 
n~• t,eidof reven~es to the State~. ~1s is wtth1n the exclusive 
ill'if1·8 of the Finance Comm1ss10n as laid down in th 

!::Ji;flOn II also creates a vested right in the States to receiv: 
r;11uli0~~ recommended to be transferred. Hence these 
f 1,r,ou~ations' are in the nature of 'award' of a tribunai or an 

.'"~1trator. Hence, the reco_mmendations of the Finance 
~ ,al iOn must be ~ccepted and implemented faithfully and in 
r,ji/11:spirit. Not_d~Ing so would amount to ~ntravention of the 
1~ uliOnal provIs10ns. In theory, the President (in effect the 

)IISIHGOvernment) has J?C>Wer not to a_ccept them or adopt the 
• tacticS to fo_rwa~d 11. to the J:>la~nm~ Com mission with the 

rt ,o t,ear it in mind _as II did with our First Report (for 
_i•~)- Bui the theoret~al power to reject the Finance 
~ miSSiOn's recommendations. ca_nnot be exercised without 

itlinQ the breach of the Constttut,onal provisions. Moreover 
$Ill rbOdY is empowered to_ re<:<>mmend on the devolutio_n oi 
oih',ndgranls. ~e~ce, the re1ectIon of the recommendations of 
~nance eommIs~I0~ would be_t~ntamount to violation of letter 
spiritoflhe Constilut10nal pr~vIs_Ions. lnd~ed in the scheme of 
. ierlof Part XII of the ~ns!llut1on, the Finance Commission 
vi~ually like the f1nanc1al Supreme Court and its 
mendations should be given effect to as an award and 

~be treated as final and non-justiciable. 

1.13 For the above reasons, I would recommend to the 
'dent of India that -

ro The jurisdiction, powers and authority of the finance 
Commission, as laid down in Chapter I of Part XII of the 
Constitution, should be restored, . with immediate 
effect; • 

ro· A permanent Finance Commission should be appointed 
immediately, initially for a period of five years and may 
be reconstituted at the expiration of every fifth year or 
earlier, if for whatever reason, it ceases to exist before 
the expiry of its full tenure of five years; 

~ The Finance Commission should consist of a whole-time 
Chairman and four whole-time members; 

M The Chairman should be a retired judge of the Supreme 
Court or a High Court. A sitting judge may be appointed 
as Chairman only if he is willing to resign judgeship and 
take up the Finance Commission's Chairmanship on a 
whole-time basis. It is also desirable that one of the four 
members should have juc:licial background; 

M No active politician or • a serving Civil servant be 
8PPointed to the Finance Commission; 

In) The Commission's report should be on the_annu~I _basis 
and on the realistic appraisal of the financial posItIon of 
the Centre and each State; 

~) The Finance Commission should have a perm~n~nt 
Secr~tar!at with adequate staff commen_surate ~ 1th its 
COnstrtut,onal obligations and other functions which .the 
Commission may be required to perform und~r Arti~le 
280(1)(c) and for monitoring the implementation of ,ts 
~eco_mmendations and also for enforcing financial 

~ isciphne on the Centre and the States; 

The Finance Commission should be totally indep~ndent 
~- !he Union government, especially the Finance 

1nIstry. The Finance Commission should _have 
Complete control of its own finances and to apf>?int ,ts 
~aff. It should not be under the control of the Finance 

' I~) inistry or any other ministry for anything whatsoever; 

~he Finance Commission's recommendations shoul~ 
s e made binding on the Centre and the St~)es an 
hould be . I t d in the letter and spirit. The 

taco imp emen e l'k ward and 
sh rnmendations should be treated I e an a 

OUld be made final and non-justiciable; 
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(x) To achieve the aforesaid objectives, if necessary, the 
relevant provisions of the Constitution and of the 
Finance Commission (Miscellaneous Provisions) Act, 
1951 , may be suitably amended. 

2. GRANTS-IN-AID WITH SPECIAL REFE~ ENCE TO 
ARTICLE 275 AND ARTICLE 282 

2.1 The scheme of Chapter 1 of Part XII of the Constitution is 
that all regular fiscal transfers from the Centre to the States by way 
of grants are covered under Article 275. There is no distinction 
made between the plan and non-plan receipts and expenditures, 
while making the assessment of the needs of the States. Nor does 
Article 275 make any distinction on the capital and revenue 
accounts. The Finance Commission alone has the jurisdiction, 
powers and authority lo make regular transfers from the Centre to 
the States under Articles 275. The said scheme envisages that 
the Finance Commisson appointed under Article 280 would be an 
independent, impartial, objective and semi-judicial body to 
adjudicate and arbitrate between the Centre and the States in the 
matter of fiscal transfers, on the principles of equity.justice and fair 
dealing. By misinterpreting the provisions of Articles 275 and 280, 
the Centre has, in the past, curtailed the Finance Commissions' 
jurisdiction, powers and authority, by making regular discretionary 
grants to the States for their plan and non-plan expenditures. 

2.2 The plan grants and expenditures were in the past 
expressly excluded from the purview of the Finance Commissions 
by their terms of reference. In total contravention of the 
Constituional provisions the plan grants were given to the States 
by the Union Government through the Planning Commission, 
which is an extra-Constitutional body. The Planning Commission 
not only gave plan grants but also gave even the grants-in-aid of 
the revenues of the States to fill the budgetary gaps, on the ground 
that there was no Finance Commission in existence at that time. 
This is gross violation of the Constitutional provisions and , 
amounts to the subversion of an important Constitutional body like , 
the Finance Commission. 

2.3 The Centre has not expressly stated under what 
provisions of the Constitution does it give the discretionary plan 
grants to the States. But, it can be safely assumed that it must be 
under Article 282 because there is no other provision in the 
Constitution which confers power on the Centre to make 
discretionary grants to the States. Although apparently the 
language of Article 282 appears to be wide enough to cover all 
grants so long as they are for public purpose. But the apparent 
width of power has to be understood in its context. The power 
under Article 282 cannot be construed to mean that the Centre can 
give grants to States on a regular basis. The regular grants from 
the Centre to the States can be given only under Article 275 and 
only through the Finance Commission recommendations. If the 
power under Article 282 is interpreted to mean that it is an 
alternative channel of regular transfers from the Centre to the 
States it would disrupt the delicate and judicious fiscal equillibrium 
which the Finance Commission is expected to bring about through 
the regular channel under Article 275. The Constitution makers 
could not have intended to bring about such a disruption. If Article 
282 was intended to be a second channel for regular transfers 
from the Centre to the States that Article would have been 
grouped together with Articles 268 to 281 _ under the heading, 
"Distribution of Revenues between the Union and the States·. 
The fact that Article 282 is separated from those Articles and put 
under a separate heading, "Miscellaneous Financial Provisions" 
shows that it is not intended to be used as a second channel of 
transfers from the Centre to the States. Moreover, the marginal 
note on Article 282 is: "Expenditure defrayable by the Union or a 
State out of its revenues" clearly indicates that it is an expenditure 
to be met by the Union or a State to meet a particular situation 
provided that it is for a public purpose. Article 282 permits the 
Centre and the States to incur expenditure even on subjects 
which are not within the legislative competence of the Centre or 
the States as the case may be. Under Article 73, the Union's 
executive power to give grants extends to the matters with respect 



to Which the Parliament has the power to make laws. This is an 
embargo on the Centre's power to give disretionary grants to the 
States. This embargo is lifted by the non-obstant clause in Article 
282 whereby the Centre can give discretionary grants to the 
St~tes even when it has no legislative power on the subject. The 
lifting i;>f the embargo clearly suggests that the power to give 
grants ,under Art icle 282 is an "emergency power" to be used in 
excepttonal circumstances only. This is so for another reason 
also namely, the power under Article 282 can also be exercised by 
any State to g ive grants to the Centre or to another State which 
must necessarily be in emergency or exceptional circumstances. 
Moreover, Article 282 does not lay down as to whom such grants 
can be g iven. The only condition in the Article is that it must be for a 
'public purpose'. It means that so long as the purpose is public and 
~ot pri~ate, it can be given even to voluntary organisations or 
institutions irrespective of whether they are controlled by the 
Centre or any States. It must also be remembered that any 
expansion of the scope of Article 282 would necessarily result in 
the corresponding abridgement of the scope of Article 275, which 
could not have been intended by the Constitution makers. 

2.4 Article 282 is virtually a reproduction of a similar provision 
contained in Section 150 (2) of the Government of India Act, 1935. 
In that Act also this provision was meant for granting special 
assistance by the federal government to the provincial 
governments in emergency conditions or to meet exceptional 
situations. That power was not used until 1943. In 1943-44 during 
the unprecedented Bengal famine, it was used for the first time. 
After some years, it was again used for post-war reconstruction, 
relief and rehabilitation, etc. All these were undoubtedly 
emergencies and the grants were given to meet exceptional 
circumstances. The non-user of the power for several years 
clearly shows that it was to be used in really exceptional 
circumstances. Secondly, that section was also put under the 
heading, "Miscellaneous Financial Provisions". In Article 282 the 
retention of the heading "Miscellaneous Financial Provisions" and 
the marginal note, "Expenditure defrayable by the Union or a 
State out of its revenues" and separating it from the other Articles 
dealing with the regular transfers, cumulatively suggest that the 
Article 282 was not intended by the Constitution makers to be a 
regular channel of transferfrom the Centre to the States as done in 
the past. The heading and the marginal note of Article 282 cannot 
be treated as relics of the past and ignored as suggested by the 
eminent jurist, Shri M.C. Setalvad in his report of the Study Team 
of the Administrative Reforms Commission on Centre-State 
Relationships. The framers of the Constitution had retained them 
after giving proper thought. 

2.5 While enacting Article 275 and Article 282 the f ramers of 
the Constitution must have considered the practical aspect also. 
They must have realised that in the matter of giving regular grants 
from the Centre to the States it is desirable that these should be 
given on the basis of justice, equity and fair-dealing and not on the 
ground of political compulsions or demands of expediency. They 
must have also felt that if the power to make discretionary grants is 
to be exercisable by the Union Government there is a possibility of 
such power being exercised arbitrarily and on extraneous 
considerations o r on questionable grounds. Apart from such a 
possibility.some States may feel that they have been 
discriminated against and that some other States have benefitted 
at their cost. Hence it is reasonable to assume that the founding 
fathers had on the practical grounds also intended that all the 
regular grants should be covered under Article 275 and given by 
the Finance Commission rather than those be covered under 
Article 282 and given to the States by the Union Government. 

2.6 In the majority recommendation on this point, there is a 
quotation from the eminent Jurist, Shri N.A. Palkhivala to the effect 
that the power under Article 282 is a 'residuary' power. Taken out 
of context the quota~ion may create a wronQ,_impression that the 
power la 'residuary' in the sense that over and above the grants 
under Article 275 there is 'residuary' power under Article 282 also 
to give such grants. This is not true. Shri Paikhivala has 
categorically opined that regular grants from the Centre to the 
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States do not come under Article 282. H h 
written opinion that the regular grants f as alsa st t 
expenditures on capital as well as revenuor Plan and a 8d in his 
only under Article 275 and it is within the juri ed~~ 0 unts c non.Plan 
Commission only. s 1ct1on afth8~Co1119 

. . ' inanC>! 
2.7 In the Comm1ss1on s meeting a su . 

a Member that the discretionary plan grants99_est10n Was m 
the States through the Planning Commiss~ivenby the cead9 1>, .: 
under Article 275 or under Article 282. It was ;~n hdo f!Ot fall ~:e10 
Union Government has power under Arr r1 erstated th lhe, 
appropriate funds for its own expenditure ~c es 11 2 ta 1 ~lhe 
use for giving discretionary grants to the Staiart of Which it IQ 
this view is not correct. The sums approp/r In my opin:" 
Government for its own expenditure cannot ~.8d by the Union, , 
States as discretionary grants because it would ransferr!ld lo lh" 
j~risdiction, p<>w_ers and aut~ority of the Financ~~untertoth: 
give grants-in-aid under Article 275 and would mm1ssion1o [ 
balance brought about by the Finance Com ups~t the fiseai , 
principles of justice, equity and fair play. The disc mission on the 1: 

could be arbitrary, unfair and unjust, favouring so ret~narygrarna f 
cost of others. The discretionary grants by the Cm~ tates at t1i, t 
non-plan expenditure, either on capital aCOl)i~ re for plan or 
acc~u~t under Art icle ~82 _or Articles 112 to 114 or u:d~r revenue 
prov1s1on of the Const1tut1on would disrupt the Whal r~Yother 
Chapter I of Part XII of the Const itution. It is incu~~c emeof 
concerned that the provision of the Consitutution shaul~~ on al 
in a harmonious manner because the Constitution is a e_,ead 
document and therefore, its d ifferent parts must be un~ organc 
interpreted and acted upon so as to bring about harmony e~s~ 
disruption. • n not 

2.8 The Union Government has consistently misconstrued 
and misused the emergency power under Article 282 almost since 
the Constitution came into force. Consequently, larger and larger 
unauthorised and unconstitutional transfers have been made lo 
the States and in the process curtailed the jurisdiction, powers 
and authorifty of the Finance Commission to give to the States the 
grants under Article 275. The following table illustrates th~ 
fact: 

Grants from the Centre to the States 

Period 

(0) 
1. I .Plan (1951-56) 

2. II Plan (1956-61) 
3. Ill Plan (1961-66) 

Grant• under 
Art. 275(1) 

Arro- Percent 
unt to Total 

Grants 

(1) 
24 

153 
292 

(2) 
12.6 

21.5 
22.2 

(Rs. crors) 

Other Grant• Tofil 
Qanll 

Amo- Pet cent 
unt to Total 

(3) 
166 

558 
1023 

Grants 

(4) _ill.. 
87.4 190 

78.5 711 
77.8 1315 

4. Three Annual Plans 72_3 
(1966-69) 422 27.7 1100 

1522 
3903 

5771 
•0 g 3166 s1.1 5·_ IV Plan (1969-74) 737 , . 
35 8 3703 64•2 

6. V Plan (1974-78) 2068 • 

7. Two Annual Plans 3808 ao.4 4735 
(1978-80) 927 19.6 0 18428 

8. VI Plan (1980-85) 2020 11 .0 16408 : ·3 43747 
9. VII Plan (1985-90) 6182 14.1 37565 

85"2 6609 
5634 ' 7258 

(I) 1985-86 975 14•8 
6389 

es.o 
9041 

(ii) 1986-87 869 12•
0 

7846 96.8 9939 
(iii) 1987-88 1195 13•2 

8673 
s7.3 

109
o0 

(iv) 1988-89 (RE) 1266 12• 7 
9023 

02.B 
803

i, 

(v) 1989-90 (BE) 18TT 17•2 
497 s4.o PJftll 

Total 1951-90 12a2s 1a.o 
67 a!edraxon 

· ,. of t/16 f9P8 
Not•: Compensatory grants tn '.IBIJ 

Passenger Fares ars not included. 



ve table clearly shows that since 1951 -52 to 1989-90 
fl18 ars25 crore (16.0%) were transferred under Article 275 
Rs-1 is of the Finance Commissions' recommendations 

1ne l>~,nuch larger_ amount of Rs.67,497 crores {84.0%) were 
res5ed as discretionary want_s by the Centre outside the 
ferT

8
ndations of successive Finance Commissions. 

m t • d' While using the power ogive 1scretionary grants to the 
z.9 der Article 282, the Centre has used the Planning 
es_onon as the medium. The Planning Commission is an 
m1551

5tnutional body and has no basis either in the .con I • I 1· ' notion or in any eg1s a 1ve enact~ent. It 1s purely a creation 
1 Union government_ br a resolution. Its functions are not 

1118 nor is there a~y limit to the _numb~r_of its_ members. Its 
Ion also is not fixed. 1:he Pr!~e Minister 1s its ex-officio 

.1 n and there are Cabinet Ministers among its Members. 
": ters are picked an~ chosen t~ ~uit_the requirements of the 

~ government. From !ts composition 1~ can be described as a 
il'·-polifical body. It enJoys vast authority and prestige. It has 

ubiedly a very crucial role to play in the planned and orderly 
1opment of the country. But, even such a high-powered body 

1 take over and exercise, the jurisdiction, powers and 
rity of the purely ~onstituti~na_l bodty like the Finance 

mission. The Planning Comm1ss1on cannot be expected to 
arge quasi-judicial functions envisaged in Chapter I of Part 

of the Constitution. In our discussions in the Commission a 
• t of view was expressed that if the Finance Commission 

• es ~s powers of going into plan expenditure and giving 
grants, it would disrupt the planning process. I do not agree 
that view point. It is not correct to say that the Planning 
mission can work only if it has power to give discretionary 
stothe States. Even without such a power it can and should 
• n effectively. In my opinion, the Finance Commission and 

Planning Commission have independent and distinct roles to 
. Nenh·er need impinge on the other's authority or functions. I 
of the view that under the scheme of Chapter I of Part XII of the 
tltution, the Finance Commission has to decide the 
eters of resources available through its judicious 

li>ution between the Centre and the States for plartand non­
expenditures, on the capital account as well as revenue 
nt. The Finance Commission has to do this on the 

• 'pies of justice, equity and fair-play, so as to maintain fiscal 
l;llillibrium between the Centre and the States as well as 
, een one State and another. In other words, the Finance 
~ mission has to maintain the fiscal balance, vertically and 
::ontally. After the resource position of the Centre and the 
~8~ is determ!ne_d by the Finance Co_~mission, ~h~ ~ole of the 
~ ing Comm1ss1on begins in determining the priorities for the 

ed development. Where to spend and how to spend the 
~ le re-resources is within the respective spheres of the 
'4!itre and the States, who may with the help and guidance of the 
. ~~ Commission set out priorities and make the best us~ of 
It.. . led funds This is the spehere where the Planning 
~111111s • • F" ~ . sion has an important role to play. The inance 

mission is not concerned with it at all. 

2.1o _The grants which the States get through the Finance 
sion under Article 275 are given as a matter . of 

8 
10nal right; whereas the discretionary plan gr~nt~ which 

, r1 bo from the Centre through the Planning Comm1ss10n are 
"litre unty depending on the munificence of the Cen)re. The 
~~i alone decides whom to give and how muc~ to_ give. Th!3 
~un~Slatedoes not get it as a matter of right. It 1s highly unfair 
llii-p~~SI for the Centre to appear to give to the Sta_tes pl_an and 

~er01 grant~-~ a charity under Article 282, w~at 1s t~e!rs as a 
~~e Constrtut10nal right under Article 275. It 1s surp~ising th~! 
~ :as, four decades the States have not a_ppre~iated )his 
~ ha~

8
1h8 matter. They have r.ot claimed what 1~ theirs ~y right 

"11 th Chosen to come as supplicants, seeking assistance 
~ O;t~9ntre through the Planning Commissi?n._ P~rhaps 
~ enie e State governments might have been finding it_ m<;>re 

assis~t and beneficial, because in the Planning Co~m15:i10n 
anc;_e is determined not so much on the basis of inter 
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State equity, justice and fair-play, as on the basis of s~pplica_t~n. 
bargaining, haggling and even brow-beating or using political 
clout. In any case the States are interested in getting from the 
Centre as large sums as possible through wh~teve~ ~h~nnel, 
Finance Commission, Planning Commission, Un10n Ministries or 
any other. Hence, they do not seem to bother n:iuch a1><;>ut 
enforcing the Constitutional rights rather than seeking charity. 
The size of the plans of the Centre and the States should not solely 
depend on the allocations by the Finance Commission. If the 
States want bigger and better plans they are free to mobilise 
additional resources over and above the transfers by the Finance 
Commission. 

2.11 The question regarding giving regular plan grants under 
Article 282 is a very important matter which goes to the very root of 
the jurisdiction of the Finance Commision. It was, therefore, 
necessary and proper for this Commission to go into that question 
in its report. I, therefore, do not agree with the majority view that 
we should not go into that question or express an opinion o~ it. 
The Commission has discussed this point in considerable details. 
We had sought and obtained written opinion from a number of 
eminent Constitutional experts. We had also invited a number of 
experts from the legal profession and academic institutions, who 
expressed their learned opinions, from which we have benefitted 
quite a lot. After putting in so much effort, it would, in my opinion, 
be improper to brush aside the question and skirt the issue. 
Speaking for myself after having gone into the question in some 
depth I am fully convinced that the above interpretation of Article 
282 vis-a-vis Article 275 is correct. 

2.12 I would therefore recommend to the President that-

(i) The scope of the recommendations of the Finance 
Commission should not be restricted to the non-Plan 
revenue and expenditure accounts only as done in the 
past. The Commission should be left free to cover plan 
and non-plan, revenue as well as capital expenditures 
and general as well as capital grants under Article 
275; 

(ii) No -restriction direct or indirect should be put on the 
jurisdiction, powers and authority of the Finance 
Commissions, which are confe·rred by Chapter I of Part 
XII of the Constitution; 

(iii) That the Union Government should not give any plan or 
non-plan grants to the States on a regular basis which 
can be given only by the Finance Commission under 
Article 275; 

(iv) The special public purpose grants under Article 282 may 
be given by the Centre on ad hoc basis only, to meet 
exceptional or emergency situations and not as a regular 
alternative channel of Central transfers to the States; 

(v) The Union Government should not exercise the 
jurisdiction, powers and authority of the Finance 
Commission through the Planning Commission, 
Finance Ministry or any of its other organs under the 
pretext that the Finance Commission is not in existence 
at that time. 

3. DISTRIBUTION OF TAXES 
3.1 In the matter ofdistribution of the proceeds from the taxes, 

the Centre has not always been fair to the States. There are 
instances, where the States have been wrongfully deprived of 
their legitimate shares by dubious means. A striking example is 
that of income tax revenue. Before the year 1959, the entire 
collections of income tax paid by individuals as well as companies 
was divisible and shared between the Centre and the States. In 
1959, the income tax paid by the companies was abolished and 
the rates of corporation tax raised. The latter being non-shareable 
with the States, -,hey suffered loss in their share of income tax 
earlier paid by the companies. 



3.2 The Finance Minister was conscious of the fact that the 
State~ will strongly resent and will not Hslly r900nclle to thl5 
recumng heavy financial loss. Hence, he announced In his 
budget Spo&ch In February, 1959 that the StatM will be 
com1;>9nsated for this loss by some other means. This ASsurance 
was implemented by paying to the Slates compensatory !Id-hoc 
grants-in-aid of revenue for the y9ars 1959-60, 1960-6, and 
1961-62 to make good thPlr loss In the Income tAx shar9. 

3.3 When the Third Flnence Commission WAS constituted in 
1960, this question was referred to It. But, that Finance 
Commission regrettPd Its inability to fully compensat9 the states 
on th~ g~und that the Commission was bound by the relevant 
Constitut10nal provision and the terms of refer9nce in the 
Presidential Order of appointment of th9 Commission. However, 
the Commission recommended the incr9ase in the States share 
of individual inoome tax from 60 P9r cent to 66 2/3 per cent. Thus, 
the fact that the States were deprived of their legltimat9 shar9 in 
the entire income tax collections was acknowledged by both, the 
Finance Commission and the Union Government. 

3.4 Since then successive Finance Commissions have 
increased the States' share in the individual inoome tax which now 
stands at 85 P9r cent, leaving the remaining 15 per cent for the 
Centre. Consequently, the Centre's interest in collbction of 
ind!vidual income tax, appears to have considerably reduced, 
which can be seen from a number of tax deductions it has allowed 
in respect of the individual income tax and the frequent 
exemptions granted. 

3.5 By making the company income tax (i.e. the corporation 
tax) non-shareable, the Centre has deprived the States of sharing 
in an expanding source of revenue. On the scrutiny of the income 
tax collection figures for individuals and companies and the 
respective shares of the Centre and the States, it becomes 
evident that the Centre gets too big a share and the States get a 
small share. The following table shows the comparative figures of 
income tax collections and the shares of the Centre and the States 
from 1950-51 to 1989-90 (BE): 

TAX COLLECTION ON INCOMES: 
INDIVIDUALS AND COMPANIES 

(Rs. crores) 

Income Tax paid b-J Total Amount Percentage 
Individuals Companies Income of States' of States' 

Year Tax Share Share 
1 2 3 ~ 5 2 

1950-51 134 39 173 47 27.4 
1951-52 147 41 187 53 28.0 
1952-53 143 43 186 57 30.6 
1953-54 124 40 164 57 34.9 
1954-55 123 36 159 56 35.0 
1955-56 132 37 169 58 34.6 
1956-57 151 50 202 58 28.7 
1957-58 165 56 220 73 33.3 
1958-59 172 54 226 76 33.5 
1959-60 149 107 256 79 30.9 
1960-61 169 111 279 88 31.5 
1961-62 160 161 321 94 29.4 
1962-63 187 220 408 95. 23.4 
1963-64 246 287 533 118 22.1 
1964-65 267 314 581 124 21.3 
1965-66 272 305 577 123 21.4 
1966-67 307 331 637 137 21.5 
1967-68 326 311 636 174 27.4 
1968-69 379 300 678 195 28.7 
1969-70 448 353 802 293 36.6 
1970-71 473 371 844 359 42.6 
1971-72 537 472 1009 460 45.6 
1972-73 630 558 1188 488 41.1 
1973-74 745 583 1328 532 40.0 
1974-75 874 710 1584 516 32.6 
1975-76 1214 862 2076 734 35.4 
1976-77 1194 984 2179 652 29.9 
1977-78 1002 1221 2223 675 30.4 
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1 2 3 4 5 6 
1978-79 11n 1252 2429 707 34]"--
l979-80 1340 1392 2732 865 31 .6 
1980-81 1500 1311 2817 1002 28.1 
1981 ·82 1478 1970 3448 1017 34.o 
1982-83 1570 '-185 3754 1132 33.2 
1983-84 1899 2493 4192 1172 35.8 
1984-85 1928 2558 4484 1231 36.4 
1985-80 2509 2805 5374 1846 34.3 
1986-87 2878 3160 6038 2159 35.7 
1987-88 3187 3433 6620 2589 39.1 
1988-89 4188 4314 8502 N.A. 
1989-90 (BE) 4245 4755 9000 3128 34.8 

Sourc•: Central Budget Documents-various Issues 

3.6 The States have con~tantly raised this question before 
successive Finance Commlss10ns. They have made a forceful 
representation before this Commission also, In their Memoranda 
as well as at the personal h_earings. The States ~Is~ made strong 
representations on this point before the Comm1ss10n on Centre. 
State Relations, headed by Mr. Justice R.S. Sarkaria. The 
Sarkarla Commission also very strongly recommended to the 
Union of India to remove this major irritant. • 

3.7 My esteemed,eolleagues feel that 85 per cent of income 
tax given to the States, compensates them adequately for the loss 
they suffer on account of the exclusion of the company income tax 
(corporation tax) from the divisibl~ pool._ They feel that if the States 
are given more money, it would financially weaken the ~e~tre. I 
am unable to agree with my respected colleagues. In principle, it 
is wrong to deprive the States of their legitima!e share in the 
composite income tax. To compensate a wrong 1s not the same 
thing as not to do the wrong at all. It !s not correct to say that the 
Centre will be financially weakened if the States are given their 
-legitimate share. Nobody would want to weaken the Centre. In 
fact, we all want the Centre to be strong but not at the cost of the 
States. For the harmonious relations between the Centre and the 
States, it is essential that the Centre should be fair, just and 
equitable because in any comparison between the two the Centre 
is and has always been stronger than all the States. 

3.8 In view of the adamant, inflexible and unreasonable 
attitude of the Centre in this matter and also on the principle that 
the equity looks upon that as done, which oughtto have been 
done, I would recommend to the President (in effect the Union 
Government) to take appropriate action for amendment of the 
Constitution to provide for sharing of the corporation tax with the 
States. 

3.9 The next question is what constitutes divisible pool from 
income tax proceeds. Even from the individual income tax, the 
Centre has been making quite a number of large deductions 
under different heads such as the Union emoluments, 
Miscellaneous receipts, cost of collection, etc. These deductions 
are unilaterally determined by the Centre and are not subject to 
scrutiny. In fairness to the States, it is desirable that the questions 
regarding the propriety of deductions under these heads and the 
justifiable quantum of deductions should be decided by an . 
impartial body like the Finance Commission. Hence, in my 
opinion these questions should be referred to the .Finance 
Commission under Article 280(3)(c), as it pertains to the sound 
finance of the Centre and the States. 

3.10 The most crucial question is what should be the ratio of 
apportionment of total income tax receipts (including those fro_m 
corporation tax) between the Centre and the States. While 
determining this question, we have to bear in mind that the C!ntr~ 
shoulders heavy responsibility in several ·matters of nat10n~ _ 
importance. Hence, in my opinion, the share of the Centre s~ou 

11 be larger than the share of all the States put together. Taking_ 8 . 
the relevant circumstances into consideration and -_adopJ!"~ 
impartial and objective standards, I feel that the Centre 1nclu '"ut 
the Union territories should get 55 per cent and all the States P 



r should g~t ~percent of the total receipts of the income 
!lllelh~ t,y the indrv~uals as well as the companies. In fact, this 
,i-t pa achieved rn 1971-72 when all the States' share in the 
1'1;,_11':me tax was 45.6 per ~nt. This ratio is the same as that 
pal rn fixed for the excrse duty. There also we have 
,i ~~:nded 55 per cent f?r the Centre and 45 per cent for the 
red) However, the ratro of apportionment of income tax 
51ates- between the Centre and the States can be modified by 

enue • • f 1· 
1,v Fi ance Commrssron rom rme to time as the situation 
ti'B ,n 
181'13r,dS- . 

11 In view of my aforementioned recommendations, the 45 
3• 1 share of the States should be divided between them 

per ~~ng to the same formula as is adopted in the majority report. 
';ff! aid formula appears to be reasonably fair. The only "'B s h • • 
,,, erenCS be_tween t e . maJO'."Y reco~mendation and my 
dlf n,mendatrOT1: rn thr_s O1Ssentrng Note, rs that instead of 85 per 
~ of the rndrvidual rncome tax alone, the States will get 45 
Ci~nl of the total ~ll~ions of income tax, paid by the 
pe panies as well as rndrviduals. 
(1)111 

3, 12 Under my recommendation, the Centre will get slightly 
»ss amount and the States will g_et _slightly more than what they 
,now and wrll get un_der the maiority recommendation. But the 

~ major advantages rn my r~mmer:i<lation are: (i) that a strong 
jritant in the G_entre:State relatt0ns wrll ~ removed and (ii) that 
iJie unity and rntegrity ~f. the . co~ntry _wrll be safeguarded at a 
negl~ible co~t. In my oprnion, it wrll not rn an_y manner weaken the 
[l'lancial posrtron of the Centr~. ~ather, this would enhance the 
Centre's interest and stake rn rncome tax, leading to larger 
o,l1ections. 

3.13 In my recommendation, the corporation tax which is in 
lad company income tax is treated as shareable between the 
Centre and the States. The question of proportionate cost of 
oollection for the individual income tax and the corporation tax 
does noi arise. However, if such a question does arise then, in my 
opinion, the ratio between the individual income tax and the 
oompany income tax would be 1 :1. It is highly unfair and unjust to 
r« n at 7:1 on the ground that there is more work-load and bigger 
work force engaged in the individual income tax work. This is 
fa:tually incorrect. The company income tax work is much more 
oomplicated. Moreover now, individual assessments upto rupees 
one lakh.do not require scnutiny, which takes out bulk of the work. 
I is indeed a travesty of tnuth to say that the work on individual 
iicome tax collection is seven times heavier than that on the 
o.impany income tax collections. Apart from the work-load, the 
amount of collections also must be looked at. The company 
ilcome tax collections are higher than the individual income tax 
o.illections and, therefore, company income tax component can 
11\d should bear at least equal burden, if n_ot more. An important 
~pect in this matter is to consider that if there was no individual 
r:me tax and only the company income tax was to be collected, 
w many persons would have been employed and how many 

1stablishments put up to collect it. On this basis, much more t~an 
half of the cost of collections would get allocated to the corporatI~n 
~ - Hence, fairness and justice would demand that the ratro 

tween the two components of income tax should be 1 :1. 

3.1~ The next important question is regarding the surcharge 
~ _the rncome tax levied under Article 271 . Its proceeds go 
ntrrely to the Centre and are not shareable with the States. The 
~;charge is intended to mobilise additional _resourc~s . for 
~ oreseen calamities. Hence, necessarily it must be for .a limited 
Pee, It should not be levied for long period to become almost a 
.,:anent tax. Toe Centre had been collecting surcharge on 
~name tax for many years. The States complained before_ all 
su nee Commissions 1hat 1he Centre was wrongly usrng 
/Charge as additional income t~ . an~ . appropriating the 
as 0Ce8ds. The Eight Finance CommIssron rn rts report observed 

Und91:. 

' ••••. We would strongly suggest to the Union Governmentthat 
for the sake of amicable Centre-State relations it should 
reconsider the indefinite continuance of surcharge... We 
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would suggest that with the commencement of the fin'.1llcial year 
1985-86 the surcharge be withdrawn, and the baste rates of 
income tax be suitably adjusted". (Para 5.10). 

The Government withdrew the surcharge after 1985-86 but 
subsequently, reintroduced it selectively on the ground of severe 
drought in 1986-87. Though the last two monsoons have been 
exceptionally good and foodgrains production ~as reached reco'.d 
levels, the surcharge still continues. The polrcy of the Centre rn 
this regard is unfair, unjust and arbitrary. In the nam~ of surcharge 
on income tax it is collecting large amounts whrch should be 
shareable. If th

0

e surcharge is levied for a specific purpose and its 
duration is relatable to the purpose, it ~an be reg_a'.ded as 
'surcharge' and will be exclusively for the Centre. But, if rt rs not for 
the specific purpose, or if it continues_ beyo~d the durat10n of that 
purpose, it should be treated as ordinary rncome tax and made 
shareable. In my opinion, in future, the levy of any surcharge on 
income tax should be referred to the Finance Commission to be 
decided on equitable grounds. 

3.15 The States also have the grievance that as the Centre 
gets only 15 per cent of the individual income tax: it does not show 
keen interest in the recoveries of the arrears of income tax. The 
amount of income tax arrears for the past five years, 1983-84 to 
1987-88 for which data is available is as under: 

1983-84 
1984-85 
1985-86 
1986-87 
1987-88 

INCOME TAX IN ARREARS 
(Rs. in crore) 

903.95 
1168.40 
1215.83 
1439.20 
1631.68 

If the total income tax (company and individual) is made 
shareable the Centre would have more interest in recovery of 
arrears as its own share in the enlarged pool will increase. In 
fairness to the States the Centre should make vigorous efforts to 
recover promptly the arrears of income tax. 

4. DEBT RELIEF 

4.1 For purposes of debt relief, the majority has dassified the 
States into three categories, based on the performance in respect 
of returns from investments in power and road transport, and 
recommended that the State Plan loans obtained by them during 
1984-89 should be so rescheduled as to give relief in the 
repayments ranging from 5 per cent to 1 O per cent over the five 
years 1990-95. This is estimated to reduce the repayment liability 
of the States by Rs.488 crore in the five year period 1990-95. 
Though I agree with their classification, I feel that the relief 
recommended by them is not adequate, in view of the States' 
weak financial base. I am convinced that the staggering debt 
burden they are carrying on their shoulders is partly due to the fact 
that in the matter of devolution of taxes and grants the Centre has 
never given a fair deal to the States. 

4.2 The total outstanding of Central loans against the States • 
as on 31 .3.1990 is over Rs.56,000 crore out of which about 
Rs.16,000 crore are due for recovery during the five years, 1990-
95. The relifef of As.494 crore recommended by the majority, in 
my opinion, is too meagre, amounting to only about 3 per cent of 
the repayments due. Even this meagre relief is by way of 
rescheduling, i.e. postponement, which in my view is not a relief in 
the real sense. I would, therefore, recommend that the 
repayments due during 1990-95 in respect of State Plan loans 
received over the five years 1984-89 and outstanding as on 
31 .3.1990 should be straightaway written'off to the extent of 60 per 
cent in the case of States in the first category and special category 
States and Goa, 50 per cent in the case of those in the second 
category and 40 per cent In the case of those in the third category. 
This would give a relief of Rs.3150 crore to the States over the five 
years 1990-95. Considering the debt relief of Rs.2285 crore given 
to the States by the Eighth Finance Commission at 1983-34 
prices, the order of relief recommended by me cannot. by any 
standard, be considered excessive. 



4 .3 I am of the firm view that the order of relief recommended 
by me should cause no undue strain on the finances of the Centre. 
The Centre could certainly find this money through economy In 
expenditure over the levels allowed by us In our assessment. 
According to me, there Is a lot of wasteful expenditure being 
Incurred by the Union Government and a little check thereon could 
easily give the resources of the order required to give the desired 
debt relief recommended by me. 

4 .4 Earlier in our deliberations we were of the view that In 
general there should be no write off or rescheduling of the debts as 
it.encourages profligacy In the States. But now taking an overall 
view of the fiscal scenario In the Centre and the States I feel that 
the least we can do for the States to relieve them of their crushing 
debt burden Is to write off a small part of It which becomes 
repayable during the next five years. This relief will help the States 
in financing partly their next five year plans. I must also add that 
the States should realise the sanctity of loans and that the 
borrowed funds should be used for productive Investments only 
and not for consumption. 

5. GRANTS TO STATES IN LIEU OF THE 
REPEALED RAILWAY PASSENGER FARES TAX 

5.1 Though the Commission has not been asked by its terms 
of reference to make recommendation on the quantum of the 
compensatory grants to be paid to States in lieu of the repealed tax 
on railway passenger fares, the majority report has 
recommended this at Rs.150 crore per annum on an ad-hoc 
basis. I do not agree with this. This is a compensatory grant and 
therefore, its quantum has to be based on what the yield of the tax 
would have been if the tax was in force. When the tax was in force, 
the tax element in the fare structure was, on an average, 10.7 per 
cent. It will, therefore, only be fair that quantum of the grant is 
determined on the basis of 1 O. 7 per cent of the non-suburban 
passenger fare earnings in each year of our recommendations. 
The Eighth Finance commission had accepted this principle in 
fixing the grant at Rs.95 crore per year for the period 1984-89. 
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5.2 The argument advanced on behalf of the Railways and 
accepted by the majority that the Railways will not be able to bear 
the burden of paying to the States 10. 7 per cent of non-suburban 
passenger fares and that it will seriously affect their finances and 
jeopardise their modernisation programme is, in my opinion, not 
tenable. The Railway finances and their modernisation plan 
should not depend on the contributions by the States. The 
passenger fares being collected by the Railways include an 
amount in lieu of the repealed tax. This amount is collected on 
behalf of the States and is thus held in trust by the Railways. The 
Railways therefore, cannot be allowed to nibble away this amount 
due to extraneous considerations. I would, therefore, recommend 
to the President that the States should be paid grants in lieu of the 
repealed tax on Railway passenger fares equivalent to 1 o. 7 per 
cent of the non-suburban Railway passenger fares collecltions in 
each year from 1990-91 to 1994-95. 

6. NORMATIVE APPROACH 

6.1 At the outset I must make it clear that the Presidential 
Order requiring this Commission to adopt the normative approach 
in assessing the receipts and expenditures on the revenue 
account of the States and the Centre is a step in the right direction. 
It is indeed the need of the hour. The Centre as well as the States 
have been indulging in uncontrolled profligacy and are living 
beyond their respective means for quite sometime. Their 
performance on the revenue and the expenditure fronts is dismal. 
Neither the Centre nor the States practise any kind of financial 
discipline. In these circumstances, it is necessary that their 
performance should be judged on the basis of what it reasonably 
ought to be and not on the basis of what it actually is. In the 
prevailing conditions pertaining to _public finances it is an 
imperative need to adopt the normative approach for both the 

Centre and the States. Anyone who haa 00 
normative approach hu done a great .. rvlce~ed 1h11 
prevailing fl~ncial chaos. In the beginning 10 the Coti111~ 01 
In arms against, inter alla, normative .IJlPf me St.._Yrt Iii. 
Centre the Finance Ministry was In Jitters <>ach. e....., ~• Ufl 
approach being applied to its far from •atlaf on the lloflll 111. 
Neither the Centre nor the States wanted the :ory ~Ill::: 
to be applied by tM Finance commission all 01 rm•rv•~ • 
wanted this Commission to apply the norm 8 ~•n. Thlcli 
gradually giving them chance to adapt th atrv, ~ 
normative standards. In the circumstances •mae1y .. to tti. 
grounds this Commission felt that the request 8nd on Pr~ 
We, therefore, decided to apply the normative~ r•11onable 
to enable the Centre and the States to trim th ~Qrldua1~ 
according to the needs of normative standards 1 •rr fllcaJ tail, 
we had applied normative standards to th•· s~;~:llrstRepon, 
rigorously. Consequently, some States •special! &omewtiat 
category States suffered heavily. We have raver~ th• 'Peciai 
this point and now have watered down normativourpoticyon 
considerably in our second Report. Although th 

8 
Slanctards 

approach is in itself a v~ry beneficial thing, there : norm~rve 
difficulty in its application. Normative standards can baa pr~ICal 
States easily and effectively, but .they cannot be appi:f"ldto 
Centre with the same rigour. It is difficult to set normativa st 

10 Ih8 
•• h df • •andard to certain items, sue as, e ence expenditure, debts etc. it would 

therefore, always be the grouse of the States that tha normal' • 
appro_ac~ is ~p~li9?_onlr to the Stat~_s a~ not to the Centre. s~~ 
an obJect1on 1s 1ust1f1ed in the prevailing situation. However wa 
and means have to be devised to lay down normative sta~ar~: 
for the Centre also. 

6.2 In our first Report, we t:iad given the upgradation grants for 
improvement of certain beneficial services. We had also given 
grants for the special problems of the States. Those grants were 
separate and identifiable. The advantage of such grants is that 
they could be tied grants for specific purposes. It was possible to 
insist upon the performance relatable to the grants from the 
concerned States. In the present Report, we have departed from 
that practice and instead of giving upgradation grants or special 
problem grants they have been built in the requirements oflhe 
States in this regard which is assessed on normative basis~_the 
use of econometric models and algebricformulae. In myop1mon, 

1

th is is not correct. We should have followed the same method as 
we followed in our first Report and should have recommended 

• soasto grants for special problems and upgradation of servlC8S, nd 
make abundantly clear how much is given, for what purpose a 
to ascertain the compliance of the objectives of the grants. 

6.3 I have an objection to the results arri~ed at by adopt~:::: 
normative approach in assessing the receipts and ex~_n on the 
on the revenue account of the States and the Centre. ~:Sis ol 
ground that they have been worked out ~n the.ables,etc. 
econometric models relying on proxies, dummies, van r certain 
in the absence of accurate or reliable data. Mor~;;esults.1 
considerations have been built in to arrive at the desrr echanie31 
am re~y doubtful about the efficacy of sue~ ~:eipts and 
approach towards normative assessment ~h widely varyin!I 
expenditures of States, in such a vast ~u~try ~ ckground, After 
social and economic conditions an_d historical \ble 10 algebflC 
all life is not all law or logic. It 1s not susc~~retical forrnula­
equations, econometric models o~ any 0ther t ulsions. HeflCBh 
Life is full of contradictions, conflicts and comPeticallY• 'fhOUi 
things have to be seen realistically and not .th~~ the econorTl~h 
eforts have been made to impart so~e. reahs considerablV. ioflal 
normative estimates by 'moderating them 

I 
native tra?~ 

reference to the figures arrived at by the a tet~te of affairs, 
method, this in my view is not a very happy 5 



(lelYing on t~e normative approach as 55 
6,4 ,nt of receipts and expenditures a means of 
,srn ;on did not call upon the States tofu , of States, the 
111:n" in the past, until nearly the end ; ;: their forecasts, 

two estimat• 'mod 
derived from 1,;. •ratfon' Wu carried out In the estimates 
alternatrv' • ... econometr',c modelt to bring them cioser to the 

ri•5 forecasts when received were nor . Commission's e,..rmates. 
Tll~hereon with some of the State rep;~f'oPe'. form. The 
ue 

9 
was a mere formalfly. This was u:ntat,ves at that 

,isg A properforecast and the detailed d'q 8 ~rong In my 
n. ,esentarives rould have provided a'9~~ss10ns With the 
'to' P, the formulatlon of reallstlc estlmat f of Information 

8.8 Let me i th 
app,~ . n e end repeat that I am all for the normative 
the Cent 11'1 •ttsalng the revenue r~ ip!s and opendifur !I of 
reliability': and !ti. State . What I am rtally doubtful Is about the 
normat· the data used and the maclianical mannsr in which the 
ours Wit~• :essm111! has been done. In sucli vast country as 
hlstorica1 b tly va,y,ng 10ef1I and economic conditions and 
th' ad(ground, no theoretical model would worl<. Hence 
n/,';Js ~ave to _be seen realisticall'y. The 'moderation' done in lhe 
saf~at,ve estimates lo impart 90me realism is no! a very 
sub~ acto,y 101ution. I wish !hat more thorough study ot the 

I . , es or the k 
rlsion with the normative assessment. sa e of 

5 T'he normative estimates derived from th . 
\ remain more or tess a mystery. How the:e~nometnc 
ulated, what facto.rs have gone into them, What we. ave been 
s~signed to vanous fadors and what are the d1s~~-h~ve 
l·nto account and provided for in the case of diff ii/ties 

en • erent Stare 
f!Olknown. o_n my enquiry, I was told that there were too s, 

ails involved ,n the process and it was difficult to ex I ~any 

d 19Cf had been done and more broad-based and accurate 
atlll!nformation ex>l/tded before this approach was put lo 

radrcal application. It would have bean immensely useful if the 
t~te Go~ernm1nt1 and !ht subject specialists had been mo, 

a~rvely !nvolved in evolving normative approach towards 
different items cA receipts and e,cpenditures. I have 9'sewher 
'~mended that a permanent Finance Commission should be 
constituted forthwith with a Secretariat commensurate with the 
!a~k. I hope with continuity cA operations and with their more 
intimate contact with the State Governments and other agencies 

them, I was also told that only some kind of ra d P ain or 
As • n om sample can be done. if was now too late to check th 

I/IQ estimates through an alternative method I h dem, orh~rk 
h • . , a no c orce 

10 accept t e estimates as amved at through th 
. od I Ho e so-called metnc m es. wever, I am doing so wrr· h co id ab · E ns er le 

al reservat10ns. ven my other esteemed colleag d 
h .. ~ 'sf'-.., . ues o not 

ar to ave .,.,en sat, ,.,.., With these estimates • ed . arr,v at 
h the econometnc models. !hat is why the estimates were 

they would be able to do justice lo the subjed of normative 
approach. In the meantime I would recommend that the President 

worked_out th~ugh an alternatrve method and compared with 
normative estimates. As there was divergence between the 

may accept this Commission's assessment of the revenue 
account of the Centre and the States for one year i.e. 1990-91 
only. 

GENERAL OBSERVATIONS 

7. CENTRALLY SPONSORED SCHEMES 
7.1 The Centre has sponsored a number of schemes, known 

Centrally sponsored schemes for developmental adivities 
. as poverty alleviation, employment generation family 

t11ng, removal of illiteracy etc. All these schemes are 
ntial for national progress. After the independece it was the 
ci the national Government to transform the under­

8. WIDENING THE DIVISIBLE POOL OF TAXES AND 
DUTIES 

8._1 lji_e Co~sititution provides fort he sharing of the proceeds 
of the 1nd1v1dual income tax alone. The sharing of the proceeds 
from the Union excise duties is merely optional. The corporation 
tax (company paid income tax), customs duty etc. are not divisible 
and remain whQle/y with the Centre. In aJI, the Centre has a 
disproportionately large resource base from which it derives 

·collossal amounts as revenue. The Stale have relatively a much 
smaller resource base. Apart from the sales tax, there are no 
other major sources of revenue for the States. Receipls from the 
entertainment tax, stamp duty etc. are meagre. Hence, most of 
the States have to perpetually look to the Centre for financial 
assistance. Consequently, many States are languishing in 
poverty, illiteracy, widespread malnutrition, insufficient 
lnfrastructuralfacillties, etc. This Is not a desirable state of affairs. 
After neatly four decades of the Constitution having been into 
force, llQW the time Is ripe for giving the second look at the relative 
resource baN of the Centre and the States, With a view to bring 
about certain amount of equity and fair deal in the l'860urce 
distribution and to move towards a Just society, It is desirable that 

ebped co~ntry into a modem progressive country. The 
ses behind the Centrally sponsored schemes are very 

able. However, in actual practice, those schemes have not 
_uced the desired results, None-the-less, the effort has to 
inue to achieve the objectives. The question is what is the 
way of achieving them. • 
7 2 Many States had represented to us that these schemes 
8 ~ number of problems for them. Their main complaints 

18 in respect of the norms for staffing, providing 
modation, vehicles, equipment etc. According to them, 

! was considerable wastage which became a permanent 
ily for them attar the expiry of the period of the schemes. the 
a_g& left heavy financial burden on the States after the Centre 
lilithdrawn from these schemes. They could not do away with 

. 1,UIJ)lus staff and had to maintain the costly establlshments. 
18 quite a legitimate complalnt by the States and deserves to 

remedied. • 

~ .3 I f1tl that much better results from these schemes could 
lined at a much lesser oost if the schemes are Integrated 

lht State plans The States a;e in a better position to assess 
n. 0ted• and to e~aluate the resources to accomplish the ta~. 
"rn States should have discretion to work out the details 
lbu Stives, keeping in view the local conditions. The Cen_tre 
~ Id have mainly the role of a co-ordinator. .11. may give 
'-to ssa,y guidance and maintain general superv1s1on on the 
~ '01ance of the States in this regard. Such a procedure would 
~ Ooly remove the legitimate grievance of the ,~!ates but also 

9 the additional advantage that the Centre will not need to 
~se Article 282 for giving the discretionary wants; ~or such 

ll'lea and thereby oommit the constitutional impropriety. 

the enflre question at equitable distribution of resources between 
the Centre and th• States should be gone into by a high powered 
Independent body. Its conclusions may be debated and 
discussed In the Par/lament and outside and the final outcome 
may be embeded In the Constitution by suitably amending it. 

8.2 With the advent of the planning an<i with the process of 
the democraticdecentrallsation In operation the responsibilities of 
the States have Increased manyfold. In a democratic set up the 
States have to give positive response to the needs, aspirations 
and reasonable expectations of the people. They have also.lo 
bear in mind the needs of the immediate future. In these 
circumstances, it is very essential that the States should have 
fairly strong resource base. In my opinion, the equitable 
distribution of resources between the Centre and the States would 
in no way weaken the Centre. On the contrary, financially strong 

.. 



States would bring about a stronger Centre. It is hbped that there 
will be some useful debate and discussion on the subject In the 
country and correct decisions taken soon. 

8.3 The Union of India under our Constitution, Is not A 
federation In the strict sense.' At bast It can be described as a 
-quasi-federal" Union. This means that the Centre does not have 
all the residuary powers in fiscal and other matters. There is a 
carefully devised scheme of distribution of powers between the 
Centre and the States. Neither the Centre nor the States can 
legitimately claim to exercise powers beyond their respective 
spheres. ff either of the two tries to transgress its limit, it would 
necessarily impinge upon the sphere of the other. Hence for the 
unity and harmony It is necessary that there is mutual co­
operation, understanding and a common desire to accommodate 
one another. The fiscal imbalance can be a major cause for 
friction and possible confrontation between the Centre and the 
States. Therefore the founding fathers thought it necessary to 
provide for the Finance Commission. To avoid such 
confrontation there should be equitable distribution of re~ources 
between the Centre and the States. 

9. CASUAL ATTITUDE OF THE UNION 
GOVERNMENT ABOUT FINANCE COMMISSION 

9.1 This Commission was con.stituted in June, 1987 only two 
or three days before the Constitutional deadline of the 'expiration 
of the five years'. This was done in peculiar circumstances, after 
considerable dilly dallying. Originally, it was to be constituted in 
January, 1987 to give it sufficient time to submit its report in time 
for the formulation of the plan and the Budget. With this end in 
view, the preparatory work started sometime in 
AugusVSeptember, 1986. An Officer on Special Duty was 
appointed. As per the usual practice he was to take over as the 
Member Secretary when the Commission was constituted. But 
for some unknown reasons, the Com mission was not constituted 
for more than eight months. Only when it was realised that a 
Constitutional impropriety may be committed if it was not 
constituted immediately, the Commission was hurriedly 
constituted in June, 1987. But surprisingly the Officer on Special 
Duty who had better background and experience was 
sidetracked and another person who was completely new to the 
job was brought in as Member Secretary at the last minut~. 
Surprisingly the said person was transferred after two years in 
the Commission and the person who was earlier sidetracked was 
brought in as Member Secretary at such a late stage. It shows the 
extreme casualness on the part of the Union Government. 

New Deihl 

December, 1989 
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9.2 Right from the Inception there wa_s hostile criticism In the 
press about the Commission's composition. Its Chairman and 
Members were labelled as the henchmen of the Government of 
India. theta was an apprehension In the minds of several State 
Governments that this Commission may not be Impartial and that 
It may make the recommondatlons which will be favourable to the 
Centre at the cost of the States, especla!ly those ruled by the 
political parties ditfer_ent from the one In power at the Centre. The 
Commission did try to dispel the apprehensions and to re-assure 
the State Governments and others of its lnde?Qndence 
impartiality and fair approach. This sit,uation w~uld have bee~ 
avoided if the States were taken mto confidence on the 
composition and the terms of reference of the Commission. 

9.3 Another Instance of the Union Government's cas4aI 
attitude towards tho Commission can be soon from tho way in 
which tho vacancy caused by the r?signat!on of Shri Lal 
Thanhawla as Member was filled. On his appointment as Chief 
Minister, Mi~oram, in January, 1989, Shri Lal Thanhawla resigned 
as Member of this Commission. Till may, 1989, no Member was 
appointed in his place. Shri S.Venkitaramanan :"ho had recently 
retired as Union Finance Secretary was appointed as Member 
sometime in May, 1989. Within a day or two of his taking over 
charge ho was appointed Advisor to the Governor of Karnataka. 
Again the post remained vacarit till mid-Novermber, 1989 when 
Shri Rishang Keishing, tho present Member was appointed. Ha 
took charge on 25th Novormber, 1989, i.e. loss than a· month 
before submitting the Commission's report. Thus, tho post of a 
Member had remained vacant for as many as 10 months at the 
end of the Commission's term which is quite an important and 
crucial time. Moreover, Shri Rishang Keishing (Member) had only 
a month's time to acquaint himsettwith the Commission's work of 
over two and a half years. It is humanly impossible for a person to 
understand the problems of the Centre and twenty-five States and 
take a decision thereon within such a short time. Thus, it is quite 
obvious that Shri Keishing's appointment to this Commission was 
only to meet the Constitutional requirements of the report being 
signed by all the five members. Looking to the crucial importance 
of the Finance Commission, this kind of casuai attitude of the 
Union government amounts to the violation of the letter and spirit 

-of the Constitution. • 

'I 

(Justice Adbus Sattar Qureshi) 

Member 

Finance Commission 

-i 
• I 
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On• of our colleagues, Mr Just' 
NOTE BY THE MAJORITY 

,pPBnded a not, of Dissent. By ~d lartee A:S. Qureshi, has O 1y ak 
,natters which according to our view fall ge, ~1s note deals with d n I m_ he reco_mmendations to the President who deal would 
f111ance Commission enumerated in ;rto.utls1de the duties of the thea ~ th_e~ in accordance with the procedure prescribed in 
unrelated to the Terms of Reference of ice 280_ and_ are also ~ . n~trt~10n._ Therefore, in our view, the Finance 
n,erefore, we are not offering any com the Pres1dent1al Order. mm1ss1on is neither a Quasi-judicial Body oor a Tribunal. 

ot,servations contained in his note. his n~t"!~?n the views and f ~s _regards the comments in the dissent oote about the 
suggest any changes in the F wit in our mandate to unction1ng of the Ninth Finance Commission we would be 
p.4iscellaneous) Provisions Act, 1951. inanes Commission content to be judged by the work we have done'and its results 

We wou~ ~lso like to state that we have not been hampered i~ 
The_ rol~ assigned to the Finance Co . . . accomphsh1ngourt_asksbythefactthatwewereconstitutedasa 

constitut10n is extremely important h • mm1ss1?n in the te~porary_bodywhtehhadtocompleteitsworkwithinas---ified 
specific powers which are crucial. Ho~ev~~ tvhesCoted wi~h _certain period of time. ,---

' e mmIssIon can 

(N.K.P.Salve) 
Chairman 

(Raja J. Chelllah) 
Member 

We would like to reiterate that the work of th S . 
Co • • h • e ecretanat of 

the mm1ss1on as given us full satisfaction Both th M b . 
S t • h d ed • . • e em er-ecre anes ave ren er meritorious serv·ice Th d h • ey an t e staff 

(R. Kelshlng) 
Member 

(K.V.R.Nalr) 
Member Secretary 

under them maintained the high standards of conduct expected 
of the civil service. 

(N.K.P. Salve) 
Chairman 

(Raja J.Chelllah) 
Member 

(R. Kelshlng) 
Member 

NOTE BY SHRI N.K.P. SALVE, CHAIRMAN, DR. RAJA J. CHELLIAH, MEMBER AND 
SHRI R. KEISHING, MEMBER . 

. 1. Under the heading Grants-in-Aid with special reference to 
Article 275 and Article 282, Shri Justice A.S. Qureshi has 
expressed his views on the scope of Article 275 and Article 
282. 

be covered by Article 275. We looked at the entire problem from 
the view point of Commission's powers and its obligations. We 
came to the conclusion that so far as the Finance Commission is 
concerned, it is obliged to make grants-in-aid for revenue to the 

2 
States under Article 275 without making distinction between non-

. In paragraph 7.9ofthis report we have sta~edthat•co~ing d I nt nd d 1 10 the determination of each State's need for aid under Article eve opme a eve opment (Plan) accounts. 
275, we must make it clear that under this Article, the Finance 4. Thus, having found ourselves placed in a situation where 
Commission is obliged to recommend the grants-in-aid of no impediment was created in our way to operate over the entire 

St
revenue to States and, therefore, the grants for f(nancing the area essential for Finance Commission to determine grants-in-

ate _Plans are very much within the p_urvI~w of the aid under Article 275, we considered it unnecessary to adjudicate 
~mm1ssion". The Commission, therefore, exercised itspowerto on the issue as to whether the Central Government is prohibited 
91Ve grants-in-aid of revenue to the States both for Plan as well as from giving grants and if so to what extent under Article 282 in 
non-Plan purposes. view of the provisions of Article 275. 

Co 
3: There has been a serious controve~sy amongst expert_s in 5. That being the situation, the majority view was that the 

2 
nstrtutional Law as to the precise ambit and scope of Article Finance Commission on such a serious controversy was not a 

82. The controversy is still greater as to . whether the forum to interpret the Constitution. The Commission, therefore, 
Government can give grants under Article 282 which could also exercised restraint and refrained from taking a view. 

(N.l(_p_ Salve) (Raja J.Chelllah) (R. Kelshlng) 
Chairman Member Member 

~WDeJhi 
&cember, 1989. 
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Ministry of Finance 

Department of Economic Affairs 

NOTIFICATION 

New Delhi, 

ANNEXURE I.I 

(Para 1.4) 

the 13th June, 1989 

S.O.457(E).-The following Order made by the President is published for general information:-

ORDER 

In pursuance of the provisions of article 280 of the Constitution of India arid of the Finance Commission 

(Miscellaneous Provisions) Act, 1951 (33011951), the President hereby directs that in the Order dated the 17th June 1987 

published with the notttication of the Government of India in the Ministry of Finance (Department of Economic Affairs) 
S.O. No.581(E) dated the 17th June, 1987 -

(a) in paragraph 2, forthewords, figures and letters "the 30th day of June, 1989"thewords, figures and letters 'lht, 
date of making the second report by the Commission or the 31st day of December, 1989, whichever is earlief' 
shall be substituted; 

(b) in paragraph 10, for the words, figures and letters 'lhe 30th June, 1989", the words, figures and letters "the 
31st December, 1989" shall be substttuted. 

June 13, 1989 
R. VENKATARAMAN 

President of India 

No.10(6)-B(S)/89 
K.V.R. NAIR, Addl.Secy.(Budget) 
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List 01 Experts Invited For Discussion On February 24, 1988. 

ANNEXUREl.2 
(Para 1.5) 
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110007. 

3. Dr. A. Dasgupta, National Institute of Public Finance and Policy, 
Special Institutional Area. New Delhi-110067. 

4. Prof. K.L. Krishna, Delhi School of Economics, University of Delhi, 
Delti. 
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8. Dr. J.V.M. Sarma, National Institute of Public Finance and Policy, 
Special Institutional Area, New Delhi-1_10067. 

9. Prof. D.K. Srivastava, Prof.and Head, Deptt. of Economics, Banaras 
Hindu University, Varanasi. 

10. Dr. G. Thimmaiah, Economic Adviser, Government of Kamataka, 
VidhanaSaudha,Bangalore. 

ANNEXUREl.3 
(Para 1.5) 

List 01 Economists WhoM Views Were Sought OnThe Devolution Formula And The Composite Index 01 Backwardnesa 

1. Prof. C.H. Hanumantha Rao, Institute of Economic Growth, 
University Enclave, Delhi - 110 007. 

2. Prof. V.M. Dandekar, Gokhale lnstibJte of Politics and Eoonomics, 
Pune. 

3. Shri O.R. Pendse, Eoonomic Adviser, Tata Industries, Bombay 
House. Homi Mody Street, Bombay - 400 001. 

4. Prof. O.K. Srivastava, Department of Economics, Banaras Hindu 
University, Varanasi. 

5. Prof. D.T. Lakdawala, Centre for Monitoring Indian Economy, 
Bombay. 

6. Prof. S. Guhan, Madras Institute oi Development Studies, 
Madras. 

7. Dr. Pravin Via.aria, Director, Gujarat Institute of Area Planning, 
Ahmedabad. 

8. Prof. S.R. Hashim, Consultant (Perspective Planning), Planning 
Commission, New Delhi. 

9. Dr. G. Thimmaiah, Economic Adviser, Government of Kamataka, 
Vidhana Soudha, Bangalore. 

10. Prof. R. Radlakrishna, Director, Centre for Economic and Social 
Studies, Nizamia Observatory Campus, Hyderabad. 

11. Mr. B. P.R. Vitthal, Centre for Economic and Social Studies, Nizamia 
ObseM1tory Campus, Hyderabad. 

12. Prof. 8.S. Minhas, Indian Statistical Institute, Sansad Marg, New 
Delhi - 1 to 001. 

13. Prof.S.D. Tendulkar, Delhi School of Economics, University of Delhi, 
Delhi -110 007. 

14. Dr. S.P. Gupta, Department of Economics, Sambalpur University, 
Jyoti Vihar, Burla, Orissa. 

15. Prof. N.S. Iyengar, Indian Statistical Institute, Bangalore. 

16. Prof. P.R. Brahmananda, Visiting Professor, Indian Statistical 
Institute, Bangalore. 

17. Dr. T.S. Papola, Consultant, Planning Commission, Yojana Bhavan. 
New Delhi - 110 001. 

18. Prof. I.S. Gulati, Vice-Chairman, Kerala State Planning Board, 
Pattom, Trivandrum - 4. 

19. Dr. Amaresh Bagchi, Director, National Institute of Public Finance 
and Policy, New Delhi -110 067. 

20. Prof. Ashok Mitra, Former Finance Minister, Government of West 
Bengal, Calcutta. 

21. Prof. Shailendra Singh, Professor of Economics, Lucknow 
University, Lucknow. 

22. Dr. Freddte Mehta, Director, Tata Sons Ltd., Bombay House, Homi 
Mody Street, Bombay - 400 001. 

List 01 Economists Who Met The Commission On 23rd June 1989 

ANNEXUREl.4 
(Para 1.5) 

1. Dr. D.T. Lakdawala, Hon. Professor, Sardar Patel Institute of 
Economic and Social Research, Ahmadabad. 

2. Dr. G. Thimmaiah, Economic Adviser, Government of Kamataka, 
Bangalore-560001. 

3. Prof. V.M. Dandekar, Indian School of Political Economy, Pune. 

4. Dr. S.R. Hashim, Adviser, Perspective Planning Division, Planning 
Commission, New Delhi. 

5. Prof. S.D. Tendulkar, Delhi School of Economics, Delhi. 

6. Dr. Amaresh Bagchi, Director, National Institute of Public Finance 

and Policy, New Delhi. 

7. Shri. D.R. Pendsa, Economic Adviser, Tata Industries, Bombay. 

List 01 Economists Who Met The Commtsalon On 16th October 1989 

ANNEXUREl.5 
(Para 1.5) 

1. Prof. K.L. Krishna. Delhi School of Economics, University of Delhi, 
Delti. 

2. Dr. A. Dasgupta, National Institute of Public Finance and Policy, New 
Delti. 

3. Dr. J.V.M. Shanna, National lnstitule of Public Finance and Policy, 
New Delhi. 

4. Prof. R. Radhakrishna, Director, Centre for Economic and Social 
Studies, Hyderabad. 

5. Dr. G. Thimmaiah, Economic Adviser to the Government of 
Karnataka, Bangalore. 

6. Prof. R.S. Rao, PG Department of Economics, Sambalpur University, 
Sambalpur. 
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ANNEXUREl.6 
(Para 1.7) 

Dates Of Discussions With The State Governments At Slate Headquartera/Fleld Visits Undertaken In The State 

Madhya Pradesh 

Gujarat 

Kerala 

Maharashtra 

Jammu and Kashmir 

Haryana 

Punjab 

Himachal Pradesh 

Goa 

Uttar Pradesh 

Orissa 

5th and 6th April, 1988 and 6th January. 1989 

11th and 12th April, 1988 

26th and 27th April, 1988 

12th and 13th May, 1988 

20th to 23rd May, 1988 

24th May, 1988 

25th May, 1988 

27th and 28th May, 1988 

10th and 11th October, 1988 

12th and 13th December, 1988 and 4th June, 
1989 

20th to 22nd December, 1988 

Andhra Pradesh 

Karnataka 

West Bengal 

Assam 

Manipur 

Meghalaya 

Tamil Nadu 

Rajasthan 

Bihar 

Arunachal Pradesh 

9th and 10th January, 1989 

11th to 13th January, 1989 

1 st to 3rd February, 1989 

4th to 6th February, 1989 

16th and 17th February, 1989 

18th and 19th February, 1989 

24th to 26th February, 1989 

9th to 11th January, 1988 and 26th June, 
1989 

22ndto23rdSepember, 1989 

2nd to 4th November, 1989 

ANNEXUREl.7 
(Para 1.8) 

List Of Secralarles To The Government Of lndla Who Met The Commission 

1. 

2. 

3. 

4. 

Shri S. Venkitaramanan, 
Ministry of Finance 

Shri V.C. Pande, 
Department of Rural Development 

Shri K.D. Vasudeva, Department of Fertilizers 

Shri T.U. Vijayasekharan, Department of Food 

Date of Meeting 

4.5.1988 & 
29.6.1988 

4.5.1988 

5.5.1988 

5.5.1988 

5. Shri Shiromani Sharma, Ministry of Textiles 6.5.1988 

6. Shri S. Varadan, 6.5.1988 
Ministry of Petroleum and Natural Gas 

7. Shri G.N, Mehra, 6.5.1988 
Department of Public Enterprises 

8. Shri H.K. Khan, 6.5.1988 
Oeptt. of ChemicaJs and Petrochemicals 

9. Shri S.K. Bhatnagar, 8.5.1988 
Ministry of Defence. Assisted by: 
(a) U. General S.8'. Rodrigues, 

Vice-Chief of the Army Staff 
(b) Vice-Admiral G.M. Hiranandani, 

Vice-Chief of the Naval Staff 
(c) Air Marshal N.C. Suri, Vice-Chief of the Air Staff 

(There was a presentation by the 
Ministry of Defence at the South Block.) 

10. 

11. 

12. 

13. 
14. 

15. 

16. 

17. 

18. 

19. 

20. 

21. 

22. 

Shri S. Varadan, Department of Coal 9.5.1988 

Shri P .S. Raghavachari, Department of Posts 9.5.1988 

Shri C.G. Somaiah, Ministry of Home Affairs 10.5.1988 

Shrl R.K. Jain, Chairman, Railway Board 17.5.1988 

Shri 0. Bandyopadhyay, Department of Revenue 28.6.1988 

Shri R.R. Gupta, Department of Expenditure 28.6.1988 

Dr. Bimal Jalan, 29.6.1988 
Chief Economic Adviser and Secretary, 
Department of Economic Affairs 

Shri P .M. Abraham, Ministry of Surface Transport 8.2.1989 

Shri Mahesh Prasad, 
Ministry of Environment and Forests 

Shri G.K. Arora, 
Ministry of Finance 

Dr. Nitin Desai, 
Chief Economic Adviser & Secretary 
Department of Economic Affairs 

Dr. N.K. Sengupta, 
Depanment of Revenue 

Shri K.P. Geethakrishnan, 
Department of Expenditure 

19.7.1989 

19.7.1989, 
14.10.1989 & 
8.11.1989 

14.10.1989 & 
8.11.1989 

14.10.1989 & 
8.11.1989 

14.10.1989 & 
8.11.1989 

ANNEXUREl.8 
(Para 1.10) 

Names With Daslgnallon Of The Officers In The Commission's Secralarlat. 

SIShri 15 . A.N. Bhattacharjae, Deputy Director 
1. Kamalakar Mishra, Joint Secretary 16. A.K. Lal, Daputy Director 
2. R.K. Chakrabarti, Joint Secretary 17. R.N. Dubay, Deputy Director 
3. Or. M: Govinda Rao, Economic Adviser 

18. S.R. Dongra, Daputy Dlractor 
4. Km. Bharti Prasad, Officar on Special Duty 

19. P.S. GiH, Daputy Director 
5. V. Srinivasan, Director 
6, R.D. Gupta, Consultant 

20. Diwan Chand, Daputy Director 

7. P.R. Nair, Joint Director 21. Sanjeev Kumar, Asstt. Dlractor 

8. P.L. Rao, Joint Director 22 Km. Vanda.na Aggarwal, Asstt. Director 

9. H.N. Gupta, Joint Director 23. G.P. Sahni, Asstt. Director 

10. D. Amarnath, Joint Diractor 24. B.K. Aggarwal, Asstt. Director 

11. Km. Ritu Anand, Consultant 25. R.N. l'ewari, Asstt. Director 

12. MMohar Lal, Consultant 26. Kailash Chandra, Asstt. Director 

13. T.S. Rangamannar, Consultant 27. Karan Vir Ahluwalia, Systems Analyst 
14. B.N. Singh, Consultant (Seconded from the National Informatics Cenb'e) 
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ANNEXURE 11.1 
(Para2.3) 

Revenue ~lpta and Revenue Expenditure of Central and State Governments 
(Rs. Crore) 

Revenue Receipts Revenue Expenditure Revenue Revenue Receipt Revenue Revenue Combined Revenue 

Of Centre Of Centre Deficit Of States Expendi- Deficit Receipts Expendi- Deficit 
Gross Net Including Excluding of Gross Oiin ture of IUl9 

Translers Trensfers Centre of States 
to States to States States 

1974-75 7702 6478 5714 4655 764 6004 3716 5602 402 11048 9882 1166 

197!;-76 9557 7958 7071 5786 887 7475 4591 6522 953 13687 11847 18AO 

1976-77 10308 8618 8320 6735 298 8652 5387 7555 1097 15258 13863 1395 

1977-78 11390 9592 9162 7254 430 9401 5688 8381 1020 16435 14986 1449 

1978-79 12960 11003 10711 8143 292 11008 6487 9872 1136 18775 17348 1427 

1979-80 14467 11061 11755 9555 -694 13060 7452 11512 1548 21211 20356 855 
1980-81 16276 12484 13261 10504 -777 15036 8491 14136 900 23835 23711 124 

1981-82 19414 15140 15433 12580 -293 17504 10407 16193 1311 28881 27864 1017 

1982-83 22146 17507 18761 15177 -1254 20243 12026 19354 889 33086 33451 -365 

1983-84 24963 19717 22115 17822 -2398 22808 13609 22680 218 36959 39139 -2180 

1984-85 29326 23549 27047 21994 -3498 26220 15313 27118 -899 42933 47329 -4396 

1985-86 35535 28044 33608 27053 -5565 31806 18091 31362 544 51011 56031 -5021 

1986-87 41426 32950 40726 33685 -7776 35981 20581 35960 21 58434 66189 -7755 

1987-88 (RE) 47906 38308 46804 38228 -8497 41383 23341 43012 -1629 67349 77474 -10125 

1988-89 (BE) 53671 43009 52851 44111 -9842 45549 26331 46622 -1073 74781 85696 -10915 

Note : States include Union Territories Source : •Jndian Economic Statistics - Public Finance, •A.fnistry of Fina11Cf!, Government of India.• 

ANNEXURE 11.2 
(Para2.3/ 

Revenue Surplus/Deficit Of Central And State· Governments 

Rs. Crore (Rs. Crore) 

Yet.· Revenue Surplus(+) Percentage of Revenue Year Revenue Surplus(+) ' Percentage of Revenue 

/Deficit(-) Surplus(+)/ Defici~ -) to GDP /Defici~-) Surplus(+¥ Deficit(-) to GDP 

Centre States Total Centre States Total Centre States Total Centre States Total 

1980-81 -777 900 123 -0.57 0.66 0.09 1985-86 -5565 544 -5021 -2.12 0.21 -1.91 

1981-82 -293 1311 1018 -0.18 0.82 0.64 1986-87 -7776 21 -7987 -2.65 -0.07 -2.72 

1982-83 -1254 889 -365 -0.71 0.50 -0.21 1987-88 -9137 -1306 -10443 -2.76 -0.40 -3.16 

1983-84 -2398 218 -2180 -1.16 0.11 -1.05 1988-89(RE) - 11030 -2324 -13354 -3.21 -0.68 -3.89 

1984-85 -3498 -899 -4397 -1.52 -0.39 -1.91 1989-90(BE) -7012 -4451 -11463 
--------·· 

ff/E) Revised Estimates. (BE) Budget Estimates. 

Source: 1. Indian Economic Statistics - Public Finance. (From 1980-81 to 1986-87). 
2. Budget Documents of Union and State Governments (From 1987-88 to 1989-90). 

ANNEXURE 11.3 
(Para 2.5) 

Indebtedness Of The Centre And States 
(Rs. Crore) 

At the and Internal External Olher llabililies Total States Centre+ 

of the Year D"" ol Debt .. of Centre Liabillti86 Central oihe< Total State, 

Centre Centre of Centre• Loano Llabilllie& Llabllllea of (4)+(6) 

{1 )+(2)+(3) ..... 
(5)+(6)+(7) 

1 2 3 4 5 6 7 8 
1970-71 T662 6485 5046 19193 6365 2384 8748 21577 
1975-76 13899 7489 8462 +300 29850 9682 4035 13717 33885 
1976-77 14441 8495 10506 +300 33442 10408 4393 14801 37835 

1977-78 18996 8985 11891 +300 39872 11529 4958 16487 44830 
1978-79 19855 9373 13954 +300 43182 13880 5297 19187 48479 
1979-80 24339 9964 15552 +300 49915 15756 5870 21626 55765 
1980-81 30864 11298 17287 +300 59449 17071 6902 23973 66351 
1981-82 35653 12328 19805 +300 67886 18080 8649 27729 76535 
1982-83 46939 13682 23951 +300 84572 23558 8965 32523 93537 

1983-84 50263 15120 29578 +300 94061 26980 10863 37853 105824 
1984-85 58537 16637 37967 +300 113141 30432 13478 43910 126619 

1985-86 71039 18153 47992 +300 137484 37842 14439 52281 151753 
1986-87 86312 20299 59635 +300 166546 43530 17110 69781 192797 

1987-88 99646 23223 73392 +300 195561 49345 .. 19979 .. 80066 .. 226282@ 
1988-89(RE) 114453 25239 88249 +300 228241 55535••· 22663" .. 91053 ... 263758 

1989-80(BE) 130758 28037 100634 +300 259729 

Note: • Total liabilities net of amount due from Pakistan on account of her share of Pre-Partition Debt (approx) valued at Rs.300 crore. 
• • Revised Estimates. ••• Budget Estimates. (@) Includes actuals of Central Government debt and BE/RE of States' debt. 

Source: RBI, Reports on Cu"ency and Finance. 
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ANNEXURE 111.1 

(Para 3.9) 

Share Capltal Investment In State Public Undertakings At the End of 1989·90 
(Rs. Lakh) 

States Promotional Financial Commerc:lal Total 
Number Investment Number Investment Number Investment Number Investment 

1' Andhra 
Pradesh 14 8141 5 10113 26 28691 45 44945 

2. Arunachal 
Pradesh 1 490 2 291 3 781 

3, Assam 8 2439 2 1526 18 8636 29 12601 
4, Bihar 13 4153 5 4219 17 13425 35 21797 
5, Goa 2 48 1 234 5 2619 8 2901 
6. Gujarat 17 12990 3 4053 16 12376 36 29419 
7, Haryana 10 7307 5 327 9 3159 24 10793 
8, Himachal 

Pradesh 8 5133 805 8 2499 17 8437 
9, Jammuand 

Kashmir 3 510 3 1143 12 9234 18 10887 
10, Kamatal<a 15 4753 13 6919 47 23322 75 34994 
11, Kerala 22 8096 3 1430 55 24137 80 33863 
12. Madhya 

Pradesh 16 13137 6 644 13 8364 35 22145 
13. Maharashtra 25 11368 2 6720 14 7058 41 25147 
14, Manipur 3 368 3 168 8 727 14 1263 
15. Meghalaya 3 268 1 45 5 2558 9 2871 
16, Mizoram 2 40 1 12 3 368 6 .420 
17, Nagaland 2 31 1 4 6 1467 9 1502 
18, Onssa 14 4828 4 10286 52 20536 70 35650 
19, Punjab 11 5220 5 4888 11 12724 27 22832 
20. Rajasthan 10 3488 16 7959 14 4253 40 15700 
21. Sikkim 1 30 2 428 10 481 13 939 
22, Tami!Nadu 14 4130 2 1677 38 26130 54 31937 
23. Tripura 3 794 1 77 4 2114 8 2985 
24, Uttar 

Pradesh 33 11055 7 18308 25 76455 65 105818 
25. West 

Bengal 24 11590 4 4286 34 8379 62 24255 
TOTAL 274 120407 98 86562 451 297713 823 504682 

Nole: This Table does not include State Electricity Boards/Undertakings and Road Transport Corpora lions/Undertakings, 

ANNEXURE 111.2 ANNEXURE 111.3 

(Para 3.9) (Para3.11) 
Dividend From State Governments' Investment In Public Investments In Co-operative Institutions At The End Of 

Enterprises : 1990-91 And 1990-95 1999-90 And Estimated Dividend In 1990-91 And 1990-95 

(Rs. Lakh) (Rs.Lakh) 
States DMdood """"'"' States Total Estimated Dividend 

@3%on @5%on Estimated Dtllldend in Investments (1990-91! (1990-95! 
Financial GonYno,daJ 1. Amf1ra Pradesh 34693 816 4080 
Ent!:!E!!;es Ente~rlaes 1990-91 1090-95 2. Arunacha\Pradesh 229 5 25 

1. Andhra Pradesh 303.39 1334.55 1638 8190 3. Assam 5454 184 920 
2. Arunac:hal Pradesh 8.73 9 45 4. Blnar 10751 276 1380 • 3, Assam 45.78 431.80 478 2390 5, Goa 1390 56 280 
4, Bi'lar 126.57 671.25 798 3990 6, Gujarat 8464 347 1735 
5, Goa 7.02 130,95 138 690 7, Haryana 8768 346 1730 
6, Guja'at 121.59 618.80 740 3700 8, Himac:hal Pradesh 2646 78 390 
7, Haryana 9.81 157.95 168 840 9, Jammu & Kashmir 734 5 25 8, Himac:hal Pradesh 24.15 124.95 149 745 10. Kamatal<a 17316 742 3710 9. Jammu & Kashmir 34.29 461.70 496 2480 
10, Karnatai<a 207.57 1186.10 1373 6865 11. Kerala 9809 369 1845 
11. Karala 42.90 1206.85 1250 6250 12, Madhya Pradesh 17401 652 3260 
12, Madhya Pradesh 19.32 418.20 438 2190 13. Maharashtra 44869 1910 9550 
13, Maharashtra 201.60 352,95 555 2775 14, Manipur 957 21 105 
14, Manipur 5.04 36,35 41 205 15, Meghalaya 1444 49 245 
15. Meghalaya 1.35 127.90 129 645 16, Mizoram 284 9 45 
16. Mizoram 0.36 18.40 19 96 17, Nagaland 475 17 85 
17, Nagaland 0.12 73.35 74 370 18, Orissa 14562 461 2305 18. Ollssa 308.58 1026.80 1335 8675 19. Puriah 13272 476 2380 19. Punjab 146.64 636,20 783 3915 
20. Rajasthan 238.77 212.65 451 2255 20, Rajasthan 12521 463 2315 
21. Sikkim 12.84 24.05 37 185 21. Sikkim 256 6 30 
22. Tami!Nadu 50.31 1306,50 1357 6785 22. TamilNadu 12059 445 2225 
23. T,.,.,... 2.31 105.70 108 540 23. Tripura 804 25 125 
24, UttarPradesh 549.24 3822.75 4372 21860 24. Uttar Pradesh 23196 787 3935 
25. West Bengal 128.58 418,95 547 2735 25. West Bengal 21969 817 4085 
TOTAL 2596.88 14885,85 17483 87415 TOTAL 264303 9362 46810 
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ANNEXURE 111.4 

(Para 3.21) 

State ElactrlcHy Boards Estimates oi State Governments' Loans outstanding As On 31.03.1990 
(Rs.Lakh) 

Total lnvesbnents Investments Net Total Investments Investments Net 
State In Works-In- In Rural Outstancing State In Works-In- In Rural Outstanding 

States Loans Progress Electrification Loans Loans Progress Electrification Loans 
(Col.1-2-3) States (Col.1-2-3) 

(1! (2) (3! (4) (1) (2) (3) (4) 
Andhra Pradesh 110922 2838 91704 16380 10. Ma<flya 
Assam 86911 28882 7302 50727 Pradesh 199262 42023 37510 119729 
Bihar 169896 41468 11802 116626 11. Maharashtra 287048 50177 94132 142739 
Gujarat 226491 20894 25589 180008 12. Meghalaya 8657 2000 1383 5274 
Haryana 139440 25352 29632 84456 13. Orissa 22973 902 10620 11451 
Himachal 14. Punjab 327157 47675 18779 260703 
Pradesh 37107 15638 2842 18627 15. Flajaslhan 105923 3717 48917 53289 
Jammuand 16. TamilNadu 231729 48467 57826 125436 
Kashmir 38624 16489 700 21435 17. Uttar Pradesh 475065 176928 59488 238669 
Karnataka 53743 5010 28879 19854 18. West Bengal 70657 26609 11592 32456 
Kerala 64957 17763 14552 32642 TOTAL 2658582 572832 553249 1530501 

ANNEXURE 111.5 
/Para 3.21) 

Net Return On Investments In Sista Elactrlclty Boards: 1990-91 To 1994-95 
(Rs.Lakh) 

To<,i Tot,J 

STATE 199().91 1991-92 1992-93 1993-94 1994-95 1900-95 STATE 1990-91 1991-92 1992-93 1993-94 1994-95 1990-95 

1. ANDHRA PRADESH 8. MAHARASHTRA 
Gross Return On Gross Return On 
Outstanding State Loan 491 839 1278 1809 2431 6848 Outstanding State Loan 4282 6312 8642 11274 14207 44717 
Set-off For Electricity Set-off For Electricity 
Duty 3900 4095 4299 4514 4740 21548 Duty 24248 25460 26733 28070 29473133984 
NetRetum Net Return 

2 BIHAR 9. ORISSA 
Gross Reb.Jrn On Gross Return On 
Outstanding State Loan 3499 4985 6632 8439 10407 33962 Outstanding State Loan 344 485 640 809 991 3269 
Set-off For Electricity Set-off For Electricity 
Duty 1919 20.15 2116 2222 2333 10605 Duty 6997 7347 7714 8100 8505 38663 
Net Return 1580 2970 4516 6217 8074 23357 Net Return 

3. GUJARAT 10. PUNJAB 
Gross Return On Gross Return On 
OUtstancing State Loan 5400 7349 9372 11470 13642 47233 Outstanding State Loan 7821 10666 13635 16721 19921 68766 
Set-off For Electricity Set-off For Electricity 
Duty 16942 17789 18678 19612 20593 93614 Duty 5534 5810 6101 6406 6726 30577 
Net Reh.Im Net Return 2287 4858 7534 10315 13195 38189 

4. HARYANA 11. RAJASTHAN 
Gross Return On Gross Retum On 
Outstanding State Loan 2534 3572 4706 5937 7265 24014 Outstanding State Loan 1599 2199 2833 3500 4201 14332 
Set-off For Electricity Set-off For Electricity 
Duty 3644 3826 4017 4218 4429 20134 Duty 3602 3782 3971 4169 4378 19902 
Net Return 689 1719 2836 5244 NetRetum 

5 KARNATAKA 12. TAMILNADU 
Gross Aeh.lrn On Gross Return On 
Outstancing State Loan 596 896 1248 1650 2104 6494 Outstanding State Loan 3763 5471 7406 9567 11956 38163 
Set-off For Electricity Set-off For Electricity 
Duty 8313 8728 9165 9623 10104 45933 Duty 347 364 382 401 421 1915 
Net Return Net Return 3416 5107 7024 9166 11535 36248 

6. KERAU. 13. UTTAR PRADESH 
Gross Return On Gross Retum On 
Outstanding State Loan 979 1533 2201 2982 3876 11571 Outstanding State Loae 7160 10.763 14973 19792 23125 75813 
Set-off For Electricity Set-off For Electricity 
Duty 6720 7056 7409 7779 8166 37132 Duty 4356 4575 4804 5044 5297 24078 
Net Return Net Return 2802 6f66 10169 14748 17828 51735 

7. MADHYA PRADESH 14. WESTBENGAL 
Gross Return On Gross Return On 
Outstancing State Loan 3592 5299 7261 9479 11951 37582 Outstanding State Loan 974 1582 2333 3225 4259 12373 
Set-off For Electricity Set-off For Electricity 
Duty 1741818289 19204 20164 21172 96247 Duty 4400 4619 4850 5093 5348 24310 
Net Return Net Return 

Note: 
1. In cases where receipts from Electricity Dui!9 larur than gross retum, net retum has been taken as NIL. Yr'hers gross return is larger than 

roceipts from Eleclricily Dui, net re tum has n ca ulated net of receipts from Electricity Duty. /For this purpose, receipts from Electricity Duty 

2. 
relate to the sale of power r the Boards). 
Net return from in..,stments ,n Departmental undertakings in Arunachal Pradesh, Goa. Manipur, Mizo,am, Nagaland, Sikkim and Tripura has been 
taken as NIL in each year. 

3. NIL rate of retum has been assumed from the operations of the E/eclricily Boards in the Special Cstego,y States of Assam, Himachal Pradesh, 
Jammu and Kashmir and Meghalaya in each of the years of Iha forecast period. 
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ANNEXURE 111.6 

(Para 3.23) 

Fln■nclal Perlormanc■ Of The State Road Transport Corporations/Undertakings (1987-88) 
(Rs. Crore) 

Transport Corporations/undertakings ()porall"" Operating Clpel'atlng M"'- """" Contribution r .... lnterfllll To Net Profit/ Operational 

Revenue Expenditure Surplus """'"' Pmlit To Depreciation CredborsOther Looo(Cot RalloOf 

("") (3+4) Aa&erveFund Than State Govt. 5-6-7-8) Fl"""8(%) 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 

NON-HILL STATES 
1. Andhra Pradesh 506.02 338.03 167.99 -3.84 164.15 66.17 55.88 11.47 30.63 66.69 
2. Assam 15.15 18.59 -3.44 --0.49 3.93 1.80 0.39 1.08 -7.20 124.26 
3. Bihar 19.62 30.24 -10.62 9.55 -1.07 3.61 0.76 0.09 -5.53 154.44 
4. Gujarat 305.25 212.28 92.97 -3.21 89.76 29.19 76.44 9.39 -25.26 90.80 
5. Goa 6.91 5.85 1.06 0.01 1.07 0.90 0.61 0.04 --0.48 92.86 
6. Haryana 115.07 89.18 25.89 0.62 26.51 5.81@ 8.29 12.41 TT.50 
7. Kamataka 345.60 211.87 133.73 -26.97 106.76 40.47 54.26 15.16 -3.13 61.40 
8. Kerala 123.00 107.50 15.50 -1.98 13.52 7.06 10.50 6.54 -10.58 87.40 
9. Madhya Pradesh 96.38 74.76 21.62 -3.62 18.00 6.85 15.05 5.89 -9.79 78.64 
10. Maharashtra 569.75 383.13 186.62 -7.00 179.62 47.98 100.57 14.68 16.39 80.66 
1 t. Orissa 18.36 16.07 2.29 0.65 2.94 1.75 2.69 1.63 -3.33 87.53 
12. Punjab 

(i) Punjab Roadways 60A4 60.04 0.40 0.09 0.49 6.28 6.32 -12.11 99.34 
(ii) PEPSU ATC 26.00 29.04 -3.04 --0.46 -3.50 2.68 2.56 2.79 -11.53 111.69 

13. Rajasthan 131.67 86.63 45.04 -3.24 41.80 6.61 29.76 2.58 2.85 82.78". 
14. TamilNadu 

~) Pallavan Transport Corpn. Ltd 81.93 70.32 11.61 3.24 14.85 10.15 2.78 0.53 1.39 85.83 
(ff) Thiruvalluvar Transport 

Corpn. Ltd 56.51 42.55 13.96 --0.03 13.93 10.10 3.79 1.59 -1.55 75.29 
(iii) Pattukottai Azhagiri 

Transport Corpn. Ltd 42.81 30.43 12.38 0.09 12.47 7.71 5,74 1.53 -2.51 71.08 
(iv) Pandiyan Roadways Corpn. Ltd 38.96 29.39 9.57 --0.19 9.38 4.79 5.25 1.TT -2.43 75.43 
(v) Maruct.u Pandiyar 

Trasport Corpn. Ltd 27.57 20.81 6.76 --0.17 6.59 4.08 3.82 0.89 -2.20 75.48 
(vi) Rani Mangammal 

Transport Corpn. Ltd 26.38 19.21 7.17 0,53 7.70 4.86 3.36 0.79 -1.33 72.82 
(vii) Charan Transport Corpn. Ltd 55.84 39.67 16.17 --0.27 15.90 7.94 7.21 2.10 -1.35 71.04 
(viii) Jeeva Transport Corpn. ltc:1 29.74 20.13 9.61 --0.94 8.67 4.87 4.32 1.06 -1.58 67.68 
(ix) Cholan Roadways Corpn. Ltd 33.14 24.27 8.87 --0.76 8.11 5.41 4.20 1.12 -2.62 73.23 
(x) Dheeran Chinnamalai 

Transport Corpn. Ltd 29.54 19.35 10.19 0.86 11.05 6.62 3.74 0.85 --0.16 65.50 
(Xi) Anna Transpon Corpn. Ltd 30.92 21.45 9.47 -1.17 8.30 4.59 4.21 1.48 -1.98 69.37 
(xii) Annai Satya Transpon 

Corporation ltd. 18.54 11.83 6.71 0.21 6.92 3.89 2.72 0.40 --0.09 63.81 
(xiii) Kattabomman Transport 

Corpn. Ltd 31.13 22.84 8.29 --0.15 8.14 4.95 3.97 121 -1.99 73.37 
(xiv) Nesamony Transport Corpn. Ltd 24.45 17.87 6.58 0.35 6.93 3.40 3.16 0.66 --0.29 73.08 
(xv) Thanthai Periyar Transport 

Corpn. Ltd 43.80 27.22 16.58 -2.24 14.34 7.59 5.50 0,78 0.47 62.14 
Total: (i to xv) 571.26 417.34 153.92 --0.64 153.28 90.97 $ 63.77 16.76 -18.22 73.06 

15. Uttar Pradesh 216.09 163.63 52.46 0.68 53.14 34.23 4.63 11.79 2.49 76.47 
16. West Bengal 

0) Calcutta State 
Transport Corpn. 18.29 38.34 -20.05 15.51 -4.54 6.32 0.32 0.06 -11.24 209.62 

(i) North Bengal State 
Transport Corpn. 10.00 13.57 -3.57 5.13 1.56 1.00 0.05 0.21 0.30 135.70 

(ii) Durgapur State 
Transpon Corpn. 2.15 3.97 -1.82 2.03 0.21 0.64 0.10 0.01 --0.54 186.38 

(iv) Calcutta Tramways Co. Ltd 6.92 25.96 -19.04 13.40 -5.64 6.30 0.04 0.85 -12.83 375.14 
• 

HILLSTATES 
1. Arunchal Pradesh 1.41 2.05 --0.64 --0.64 --0.64 143.39 
2. Himachal Pradesh 34.81 37.25 -2.44 11.14 8.70 4.70 1.40 2.51 0.09 107.00 
3. Jammu and Kashmir 21.28 19.89 1.39 --0.21 1.18 3.48 0.90 2.09 -5.29 93.47 
4. Manipur 1.45 1.94 --0.49 0.08 --0.41 0.45 0.02 0.21 -1.09 133.79 
5. Meghalaya 2.54 2.97 --0.43 --0.15 --0.58 0.82 0.01 0.26 -1.67 116.93 
6. Mizoram 1.30 3.90 -2.60 0.04 -2.56 -2.56 300.00 
7. Nagland 2.24 4.70 -2.46 --0.20 -2.86 0.04 -2.70 209.82 
8. Sikkim 7.n 7.87 0.10 --0.03 --0.13 0.04 --0.17 101.29 
9. Tripura 2.06 2.96 --0.90 --0.16 -1.06 0.59 0.04 0.23 -1.92 148.70 

TOTAL 3238.78 2409.55 829.24 6.73 835.97 376.86 435.44 106.52 -82.65 78.28 

@ Includes Rs. 0.14 crore as M. T. Reserve Fund of Haryana Roadways. 
$ Includes Rs. 4.50 Crore of Insurance and other funds of 15 Govemment owned companies of Tamil Nadu. 
0 Calculated on Rajasthan Stats Road Transport Corparation's own fleet. 
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ANNEX URE Ill. 7 
/Para 3.25) 

Physical Performance Of State Road Transport Corporations/Undertakings : 1987-88 

Transport Corpofationslundertaktngs Staff Bus/Tram Car Ratio ·-- Per Cent - Load """ OIOveraged Vahlde 

"'""""" Traffic w-- Admn.And Tot~ Per Litre Vehidee To Productivity 

(Percent) Maintenance o,,-.,. {Cols. 3+4+5) OIHSD TatalF!eet (inKrra.) 

(4) (Sj (Sj (7) (Bj :m= 
NON-HILL STATES 

1. Andhra Pradesh 96.00 73.00 5.07 1.58 1.74 8.39 4.92 7.72 293.00 
2. Assam 77.00 77.00 7.09 2.20 0.37 9.66 4.10 142.00 
3. Bihar 53.00 59.44 6.89 3.21 3.62 13.72 3.98 15.36 102.00 
4. Gujarat 84.90 66.00 4.76 1.89 0.56 7.21 4.99 14.13 312.00 
5. Goa 87.00 79.00 5.36 1.29 1.14 7.79 3.70 229.00 
6. Haryana 95.00 82.00 3.60 1.31 0.63 5.54 4.23 2.06 305.00 
7. Kamataka 86.60 65.20 3.99 1.54 1.62 7.15 4.39 14.50 256.00 
8. Kerala 82.00 81.00 7.08 2.76 1.83 11.67 3.72 48.02 240.00 
9. Madhya Pradesh 88.00 68.00 3.95 2.74 2.21 8.90 4.17 8.64 207.00 
10. Maharashtra 87.00 81.33 5.14 2.11 1.20 8.45 4.32 6.24 242.00 
11. Orissa 82.00 70.00 4.92 2.25 2.36 9.53 3.98 6.06 203.00 
12. Punjab 

(! Punjab Roadways 95.40 75.40 3.41 1.24 0.82 5.47 3.99 NIL 237.00 
(ii) PEPSU ATC 89.00 76.00 3.78 1.31 1.02 6.11 3.93 33.21 223.00 

13. Rajasthan 89.00 7.2.00 5.43 1.84 0.99 8.26 4.60 47.95 253.00 
14. TamilNadu 

Q) Pallavan Transpon Corpn. Ltd 88.30 83.80 6.26 2.52 1.32 10.10 3.53 0.67 232.00 
(ii) ThiruvalluvarTransport 

Corpn. Ltd 91.20 73.00 5.43 1.10 0.72 7.25 3.90 11.87 378.00 
(iii) Pattukottai Azhagiri 

Transport Corpn. Ltd 89.25 77.64 7.26 2.16 1.39 10.81 4.10 NA 657.00 
(iv) Pandiyan Roadways Corpn. Ltd 95.48 64.00 5.40 1.29 0.87 7.56 4.15 NA 339.00 
(v) Marudhu Pandiyar 

Trasport Corpn. Ltd 91.18 62.77 5.56 1.44 0.78 7.78 4.34 6.42 385.00 
(vi) Cheran Transport Corpn. Ltd 97.00 67.00 5.36 1.14 0.79 7.29 3.81 NR 305.00 
(vii) Rani Mangammal 

Transport Corpn. Ltd 94.95 66.04 5.30 1.26 0.62 7.18 4.11 11.58 374.00 
(viii) Jeeva Transport Corpn. ltd 95.69 60.20 5.33 1.38 0.56 7.27 4.32 34.71 370.00 
(ix) Cholan Roadways Corpn. Ltd 94.00 61.00 5.25 1.34 0.96 7.55 4.45 0.71 381.00 
(x) Dheeran Chinnamalai 

Transport Corpn. Ltd 93.00 61.00 5.48 1.42 0.74 7.64 4.08 0.83 396.00 
(xi) Anna Transport Corpn. Ltd 94.10 62.00 5.32 1.16 0.97 7.45 4.13 15.53 368.00 
(xii) Annai Satya Transpon 

Corporation ltd. 92.40 68.00 4.77 1 .14 0.79 6.70 4.21 11.96 300.00 
(xiii) Kattabomman Transport 

Corpn. Ltd 94.10 65.50 5.65 1.62 1.05 8.32 4.37 NA 369.00 
(xiv) Nesamony T ranspon Corpn. Ltd 96.30 65.19 5.27 1.63 1.07 7.97 4.10 9.55 342.00 
(xv) Thanthai Periyar Transport 

Corpn. Ltd 94.81 70.56 4.87 f 13 0.80 6.80 4.13 1.00 391.00 
15. Uttar Pradesh 88.00 63.00 5.28 2.04 0.89 8.21 4.45 6.00 209.00 
16. West Bengal 

Q) Calcutta State 
Transport Corpn. 59.00 100.00 10.30 3.54 3.20 16.94 2.98 16.88 98.00 

(iQ Ourgapur State 
Transport Corpn. 47.00 61.00 6.30 2.63 2.67 11.60 3.40 5.33 98.00 

(iii) North Bengal State 
Transport Corpn. 87.00 69.00 4.42 2.69 3.05 10.16 3.97 25.14 182.00 

(iv) Calcutta Tramways Co. Ltd 71.00 74.00 16.00 11.78 5.70 33.48 Runs on DC 61.31 69.00 
current 

HILL STATES 
1. Arunchal Pradesh Bus 90.00 54.00 2.53 0.80 1.90 5.23 3.70 14.85 113.00 
2. Himachal Pradesh Bus 94.00 63.50 3.75 1.45 0.72 5.92 3.20 16. 12 182.00 
3. Jammu and Kashmir Bus 62.00 NA 7.39 2.27 1.44 11.10 3.50 12.75 81.00 

Truck NA NA NA NA NA NA NR 34.25 NR 
4. Manipur Bus 65.00 88.00 5.40 3.90 3.41 12.71 3.46 34.06 21.49 

Truck NA NA NA NA NA NA NR 50.00 7.90 
5. Meghalaya Bus 70.00 73.00 5.71 3.03 1.53 10.27 3.48 NIL 93.00 
6. Mi20ram Bus 75.00 89.00 2.73 0.90 0.55 4.18 2.80 19.00 43.00 
7. Nagland Bus 69.00 69.00 4.16 2.06 0.65 6.87 3.75 23.23 97.00 
8. Sikkim Bus 70.00 47.00 6.21 4.31 4.42 14.94 3.00 15.00 60.00 

Truck 75.00 63.00 NA NA NA NA 3.04 18.00 59.00 
9. Tripura 59.00 83.00 5.80 2.79 1.77 10.36 3.40 11.48 68.00 

NR: Not reported. 
•• Source: Go...,,,,,.,,,, of Mzoram. 

Source: Planning Commission. 
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ANNEXURE 111.8 ANNEXURE 111.1 o 
(Para 3.28) (Para 3.41) 

Return Assessed At Graduated Rates On State Major And Medium Irrigation Schemes - Potantlal 

Governments' Investment In Road Created And Utilisation 

Transport Undertakings 
(Thousand Hectares) 

(1990-91 to 1094-95) 

(Rs. Crore) 1987-88 (A.dual&) Col.2Aa Estimated For 1989-90 Col. 5 As , __ 
o- P•Cem l"lgation o .... PerC&nt 

States 
1990-91 1991-92 1992-93 1911>-94 1994-95 1990-95 ,_., Irrigated OfCol.1 Potential Irrigated or Col. 4. 

TOI~ States .... .... 
(1) 121 (3) (4) (5) (6) 

Non-HIii States 
1. Andhra 

1. Ancllra Pradesh 3337 3105 93.0 3411 3172 93.0 
Pr-sh 1.32 2.64 3.96 5.94 8.57 22.43 

2. Assam@ 0.63 1.26 1.90 2.86 4.13 10.78 2. Arunachal 

3. Bihar 0.94 1.88 2.82 
Pradesh 

4.24 6.12 16.00 

3. Goa@ 0.08 0.17 0.26 0.39 0.56 1.46 3. Assam 132 79 59.8 174 107 61.5 

5. Gujarat@ 2.57 5.15 7.73 11.60 16.75 43.80 4. Bihar 3050 2405 78.9 3166 2575 81.3 

6. Haryana 1.16 2.33 3.49 5.24 7.58 19.80 
5. Goa 4 2 50.0 9 9 100.0 

7. Kamataka@ 1.26 2.52 3.78 5.67 8.20 21.43 

8. Kerala@ 0.50 0.99 1.49 2.23 3.22 8.43 6. Gujarat 1196 809 67.6 1296 869 .67.1 

9. Madhya 7. Haryana 1995 1787 89.6 2060 1811 87.9 
Pradesh 0.96 1.93 2.89 4.34 6.26 16.38 

10. Maharashtra 1.09 2.17 3.26 4.89 7.07 18.48 8. Himachal 
Pradesh 7 4 57.1 9 4 44.4 

11. Orissa 0.51 1.03 1.56 2.35 3.88 8.83 

12 Punjab 1.07 2.15 3.23 4.85 7.00 18.30 9. Jammuand 

13. Rajaslhan 0.45 0.90 1.35 2.02 2.92 7.64 
Kashmir 141 121 85.8 151 128 84.8 

14. TamilNaclu@ 0.81 1.62 2.43 3.64 5.26 13.76 10. Kamataka 1425 1317 92.4 1496 1372 91.7 

15. Uttar 11. Kerala 551 531 96.4 608- 577 94.9 
Pradesh 1.41 2.82 4.23 6.34 9.16 23.96 

16. West 12. Maclhya 

Bengal 
Pradesh 2003 1535 76.6 2213 1692 76.5 

2.92 5.82 8.74 13.10 18.93 49.51 

TOTAL 17.68 35.38 53.12 79.70 115.61 300.99 13. Maharashtra 1850 1123 00.7 1945 1221 62.8 

14. Manipur 57 44 77.2 61 47 77.0 
@ Proportional set..aff allowed for hill areas of non•Hi/1 States. 

15. Meghalaya 

16. t.tzoram 

ANNEXURE 111.9 
17. Nagaland 

(Pam3.28) 18. Oissa 1578 1530 97.0 1615 1548 95.8 

Return On State Governments' Investments 19. Purjab 2521 2487 98.7 2585 2532 97.9 

In Inland Water Transport 
20. Rajaslhan 1902 1578 83.0 2008 1610 80.2 

Undertakings 
(1990-91 to 1094-95) 21. Sikkim 

(Rs.Lakh) - 22. TamHNadu 1289 1267 98.3 1293 1274 98.5 

""'"'" 1911Mll2 1 ...... 1 ...... 1994-96 1000-00 
Toi~ 

23. Tripura 10 10 100.0 

1. Goa 10 21 31 47 68 177 
24. uaa, 

2 Gujarat 36 72 108 182 234 612 Pradesh 6840 5663 82.8 7166 5967 83.3 

3. Kerala 6 12 17 26 38 99 
25. West 

4. West Bengal 2 3 4 6 16 Bengal 1610 1500 93.2 1701 1560 91.7 

lOTAL 53 107 159 239 348 904 TOTAL 31488 26887 85.4 321177 28085 85.2 



70 

ANNEXURE 111.11 
/Para 3.43) 

Financial Returns From Major And Medium Irrigation Schemss (Excluding Flood Control Schemes) 

During The Flv•Year Period 1990-91 To 19114-95. 
(Rs.Lakh) 

Total TOlal 
STATE 1990-91 19Q1-Q2 1992-93 19113-94 191M-D5 19lil0-91to STATE 1990-91 1991-92 1Ql92-a:3 1003-94 1994-95 1990-tltto 

tcllM•GS 1994-95 

NON-HILL STATES 12. Punjab 
1. An<flra pradesh Total Working 

Total Working Expenses 2679 3384 4160 5010 5939 21172 
Expenses '9420 4370 5416 6569 7836 27611 Receipts 2670 3378 4154 5006 5939 21147 
Receipts 3380 4322 5372 6540 7836 27450 Net Receipt .g -6 -6 -4 -25 
Net Receipt -40 -48 -44 -29 -161 13. Rejeslhen 

2. Assam Total Working 
Total Working Expenses 1823 2379 3000 3691 4460 15353 
Expenses 135 '184 239 302 374 1234 Receipts 1752 2287 2898 3594 4383 14914 
Receipts 123 168 222 286 361 1160 Net Receipt -71 -92 -102 -97 -77 -439 
Net Receipt -12 -16 -17 -16 -13 -74 14. "FamllNadu 

3. Bihar Total Working 
Total Working Expenses 1344 1697 2086 2509 2970 10606 
Expenses 2899 3773 4746 5830 7031 24279 Receipts 1341 1693 2082 2507 2970 10593 
Receipts 2793 3634 4592 5681 6910 23610 NetReceipt -3 -4 -4 -2 -13 
Net Receipt -106 -139 -154 -149 -121 -669 15. Uttar Pradesh 

4. Goa Total Working 
Total Working Expenses 6659 862410810 13233 15914 55240 
Expenses 9 12 15 18 21 75 Receipts 6442 8339 10489 12913 15640 53623 
Receipts 9 12 15 18 21 75 Net Receipt -217 -285 -321 -320 -274 -1417 
Net Receipt 16. West Bengal 

5. Gujarat Total Working 
Total Working Expenses 1691 2166 2692 3271 3908 13728 
Expenses 1053 1410 1813 2268 2779 9323 Receipts 166i 2136 2666 3254 3908 13633 
Receipts 976 1308 • 1698 2153 2679 8814 Net Receipt -24 -28 -26 -17 -95 
Net Receipt -77 -102 -115 -115 -100 -509 

6. Haryana HILLSTATES 
Total Working 1. Arunachal Pradesh 
Expenses 1979 2537 3153 3830 4575 16074 Total Working 
Receipts 1933 2474 3078 3750 4496 15731 Expenses 
Net Receipt -46 -63 -75 -80 -79 -343 Receipts 

7. Karnetaka Net Receipt 
Total Working 2. Himachal Pradesh 
Expenses 1487 1905 2366 2876 3437 12071 Total Working 
Receipts 1466 1880 2343 2861 3437 11987 Expenses 8 10 14 20 26 78 
Net Receipt -21 -25 -23 -15 -84 Receipts 5 7 10 14 19 55 

8. Ker1a Nat Receipt -3 -3 4 -6 -7 -23 
Total Working 3. Jammu & Kashmir 
Expen181 617 787 972 1175 1397 4948 Total Working 
Receipts 612 781 966 1171 1397 4927 Expenses 185 238 296 363 435 1517 
Net Receipt -6 -6 -6 -4 -21 Receipts 138 177 222 272 329 1138 

9. Madhya Pradesh Net Receipt -47 -61 -74 -91 -106 -379 
Total Working 4. Manipur 
Expen191 1955 2573 3288 4045 4914 16755 Total Working 
Receipts 1863 2455 3141 3928 4829 16216 Expenses 70 91 118 146 176 001· 
Net Receipt -92 -118 -127 -117 -85 -539 Receipts 51 67 88 109 133 448 

10. Maharashtra Net Receipt -19 -24 -30 -37 -43 -153 
Total Working 5. TRIPURA 
Expenses 1522 2065 2680 3380 4169 13816 Total Working 
Receipts 1392 1895 2492 3197 4020 12996 Expenses 13 17 21 25 30 106 
Net Receipt -130 -170 -188 -183 -149 -620 Receipts 10 13 16 19 ZI 81 

11. Orissa Nat Receipt -3 -4 -5 -6 -7 -25 
Total Working 
Expenses 1651 2098 2587 3124 3710 13170 Does not include sn aclcftionsl prollision of Rs. 15 cron, for 
Receipts 1640 2085 2574 3116 3710 13125 manlBnana, of Loktak Lake. Net Receipt -11 -13 -13 -6 -45 
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ANNEXURE Ill. 12 ANNEXURE 111.14 
(Para3.45/ (Para3.51) 

Provision For Maintenance Of Flood Control Works: 
1990-95 Provision For Maintenance Of Roads : 1990-95 

(Rs.Laid>/ 
(Rs.Cron,) 

STATES 100IMl1 1111142 11i182-13. , ...... ,_ , ...... 
,. Ananra, 

STATES ,1990-91 1991-92 1992-93 1993-94 1994-95 1990-95 Pradesh 684 732 783 838 896 3933 
2.Anlnachal 1. Andhra 

Pradesh 3 3 4 4 4 18 Pradesh 129.06 153.58 182.76 217.48 258,80 941.68 
3.Auam 2439 261)9 2792 2987 3196 14023 
4. Bihar 4310 4612 4934 5280 5849 24765 2.Arunachal 
5.Goa 13 14 15 16 17 75 Pradesh 6.63 8.03 9.71 11.75 14.22 50.34 
6.Gujaral 505 540 576 619 662 2904 3.Assam 26.66 33.33 41.66 152.07 65.09 218.81 7. Haryana 324 347 371 397 425 1864 
8.Himachal 4. Bihar 69.21 74.05 79.24 84.79 90.72 398.01 

Pradesh 12 13 13 14 15 67 5.Goa 3.97 5.35 7.23 9.76 13.17 39.48 9.Jammu& 
Kashmir 406 434 464 497 532 2333 6. Gujarat 90.46 105.84 123.83 144.88 169.51 634.52 

10.Kamataka 22 24 26 28 29 129 7. Ha,yana 20.33 27.45 37.05 50.02 67.53 202.38 
11.Kerala 560 599 641 686 734 3220 
12.Madhya 8. Himachal 

Pradesh 9 9 10 10 11 49 Pradesh 22.13 25.45 29.26 33.65 38.70 149.19 
13.Maharashtra 21 23 25 26 28 123 
14.Manipur 208 222 238 254 272 1194 9.Jammu& 
15.Meghalaya 25 26 28 30 32 141 Kashmi' 10.53 14.21 19.18 25.90 34.96 104.78 
16.Mizaram 3 3 4 4 4 18 1 o. Kamataka 65.28 78.33 94.00 112.80 135.36 485.n 17.Nagaland 
18.0rissa 1195 1279 1368 1464 1567 6873 11. Karala 51.99 60.83 71.17 83.27 97.43 364.69 
19.Punjab, 685 733 784 839 898 3939 12. Macllya 20.Rajasthlln 73 78 83 89 95 418 
21.Sikkim 11 11 12 13 14 61 Pradesh 101.07 126.34 157.93 197.41 246.76 829.51 
22.Tamil Nadu 142 152 163 174 187 818 13. Maha-
23.Tripura 81 87 93 100 107 468 
24.Uttar rash~• 120.25 149.11 184.90 229.27 284.30 967.83 

Pradesh 2070 2215 2370 2536 2714 11905 14. Mizoram 3.90 4.25 4.63 5.05 5.50 23.33 
25.Wesl 

Bengal 3153 3374 3610 3863 4133 18133 15. Meghalaya 11.15 13.26 15.78 18.78 22.35 81.32 
TOTAL 111954 18138 19409 20768 22221 97491 16. Mizoram 3.48 4.17 5.01 6.01 7.21 25.88 

17. Nagaland 5.95 6.84 7.87 9.05 10.41 40.12 
ANNEXURE 111.13 

18. Orissa 46.64 56.90 69.42 84.70 103.33 360.99 
(Para 3.48) 

Norms For Maintenance Of Roads 19. Punjab 33.86 45.71 61.71 83.31 112.47 337.06 
(Rs. Per Km. Per Year/ 20. Rajaslhan 85.~ 97.01 109.62 123.87 139.97 556.32 

Calegories Pnce Zones Of Chips And Stone Metal 
21. Sikkim 4.03 4.43 4.88 5.36 5.90 24.60 Zone-1 Zone-2 Zone-3 Zone-4 Zo~ Zone-6 

State Hlghwayo 22. Tamil 
Less lhan 150 CVD Nadu 70.64 91.13 117.55 151.64 195.62 626.58 B.T. 22810 23410 24670 25650 26450 27230 
W.B.M. 19890 23360 25670 30280 34890 39500 23. Tripura 6.62 7.41 8.30 9.29 10.41 42.03 
150 to 450 CVD 24. Uttar 
B.T. 26040 26310 27790 28950 29870 30780 
W.B.M. 20970 24470 26800 31460 36110 40no Pradesh 193.96 226.93 265.51 310.64 363.45 1360.49 
450 ID 1500 CVO 25. West 
B.T. 31no 32770 34850 36480 3n60 39000 
W.B.M. 24140 28430 31250 36890 42530 48180 Bengal 81.97 94.27 106.41 124.67 143.37 552.69 
Over 1500CVO 
B.T. 36880 38110 40680 42680 44240 45760 

TOTAL 1265.62 1514.21 1816.61 2185.42 2636.54 9418.40 W.B.M. 29200 34770 38470 45870 53270 60680 
Unsurfaced 11270 12010 13640 14510 15260 16010 
Major Dlotrlcl Road• 
Less lhan 150 CVO 
B.T. 18060 18610 19790 20700 21400 22100 
W.B.M. 19810 20920 23110 27500 31890 36270 
150 to 450 CVD 
8.T. 20380 23250 24670 25780 26660 27530 
W.8.M. 21070 21810 24050 28520 33000 37480 
Over450 CVD 
B.T. 23910 27160 28870 30120 31390 32650 
W.B.M. 21840 26010 28790 34330 39870 45410 
Unsurfaced 9730 10470 11300 12970 13720 14470 
Other District Roads, 
Village Roads & Others 
(All Traffic Densities) 
B.T. 15370 15920 17100 18010 20190 20890 
W.B.M. 14720 18010 20200 24590 30460 34850 
Unsurfaced. 9730 10470 11300 12970 13720 14470 

B. T. : Bitumen topped W.B.M. : Watar bound macadam 
CVD : Commercial vehicles a day 



ANNEXURE 111.15A 
(Para3.52) 

Plinth Area Rates For Clvll Engineering Maintenance 
(Rs. Per Sg. M./ 

Special Repairs Above 
Service Annual Age 0-20 Age 20-40 40 

Category Charges Repairs Years Years Years 
Residential 

Bulkllnga 
1. M.P.'s Flats.Ministers' 

Bungalows, High 
Court Judges' 9.31 10.29 4.30 7.20 10.10 
Residences 

2. Hostels 6.01 6.64 3.27 5.42 7.57 
3. All other residential 

units 4.66 5.14 3.27 5.42 7.57 
Non•Realdentlal Bulldlnga 

1. Office buildings except 
South & North Blocks 5.34 5.89 5.61 9.35 13.09 

2. Sansad Saudha 9.99 11.03 18.06 18.06 
3. Temporary Office 

Buildings 5.34 5.89 4.39 7.20 
4. Court Buildings 9.99 11.03 18.06 
5. Hospitals 13.29 14.68 8.70 14.40 20.20 
6. Dispensaries 13.29 14.68 8.70 14.40 20.20 

Nole'. 1. The above plinth area rates do not cover expenditure on 
conservancy charges. 
2. These rates also do not include the extra amount admissible 
for maintenance and repairs in hill region. 

ANNEXURE 111.158 
(Para3.52) 

Plinth Area Rates For Electrical Engineering 
Maintenance 

(Rs. Per Sq. M.) 
Rate For Day To Day Service, 

R~irs, Maintenance 
Concentrated Scattered 

Category Groups Groups 

Residential Buildings 
1. M.P .'s Hats, Ministers 

Bungalows, High Court Judges 10.55 
residences 

2. Hostels 7.03 
3. Residential units ol Type-I 

to type-IV 4.37 5.32 
4. Residential Units of Type-V 

and above 5.32 6.18 
Non•Resldentlal Bulldlngo 
1. Offioe buildings exoept North 

& South Blocks 6.18 7.03 
2. Sansad Saudha 17.58 
3. Temporary Office Buildings 6.18 7.03 
4. Court Buildings 10.55 
5. Hospitals 14.06 
6. Dispensaries 10.55 

Notee : 1. Since the above rates are tor service and repair the average 
cost indices of both have been taken to arrive at present 
plinth area rates: 

(138+120)12 • 129 (258+233)12 •245.5 
2. These plinth area rates do not cover expendturfl on 

maintenance and running of air conditioning instaHations, 
llhs, pumps and sub-stations. 

3. The rates do not include IJxtra amount admissible for 
maintenancs and repairs in hill areas. 

~ : Minislly of Urban Development. 
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ANNEXURE 111.16 

Provision Assessed 
(Para3.54) 

For Maintenance Of 
Bulldlngs : 1990-95 

(Rs.Lakh) 

STATES 1990-911991-92 1992-93 1993-94 1994-95 1990-95 

1. Anct,ra 

Pradesh 1959 2253 2591 2979 3426 13208 

2. Arunachal 

Pradesh 396 455 523 602 692 2668 

3.Assam 851 945 1049 1164 1292 5301 

4. Bihar 2896 3014 3134 3260 3390 15696 

5.Goa 168 193 222 256 294 1133 

6.Gujarat 2403 2764 3178 3655 4203 16203 

7. Haryana 597 686 789 908 1044 4024 

8.Himachal 

Pradesh 543 673 834 1035 1283 4368 

9.Jammu& 

Kashmir 409 552 745 1006 1358 4070 

10. Karnataka 1211 1538 1953 2480 3150 10332 

11. Kerala 958 1102 1267 1457 1676 6460 

12.Madhya 

Pradesh 2232 2678 3214 3857 4628 16609 

13. Maha-

rashtra 4424 5087 5850 6728 m1 29826 

14. Mizoram 186 214 246 283 325 1254 

15. Megh,laya 451 478 506 537 569 2541 

16.Mizoram 161 185 212 244 281 1083 

1 _7. Nagaland 358 412 474 545 627 2416 

18. Orlssa 1797 2265 2853 3595 4530 15040 

19. Punjab 1021 1348 1779 2348 3100 9596 

20. Rajasthan 1478 1700 1955 2248 2585 9966 

21.Sikkim 111 122 135 148 163 679 

22. Tami 

Nadu 1796 2066 2376 2732 3142 12112 

23. Tripura 407 432 457 485 514 2295 

24. Uttar 

Pradesh 3434 4120 4944 5933 7120 25551 

25. West 

Bengal 3011 3252 3513 .3794 4097 17667 

TOTAL 33260 38534 44799 52279 81226 230098 
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ANNEXURE 111.17 
(Para 3.61) 

Methodology Adopted For Working Out The Provision For 
Parity Of Pay Between The Centre And The States. 

The following steps explain the methodology used for working out 
the provisions allowed to States for pay parity with the Centre. 

1. This exercise has been done in terms of i 7 representative 
categories of posts which should account for bulk of the 
employees. These categories have been grouped in the dHferent 
emolument range as shown in Table 1 enclosed. Total number of 
employees in each State is given in Table 2. 

2. The comparison between the pay of employees in each 
category under the Central Government and those under each of 
the State Governments has been done in terms of basic pay at the 
minimum of the pay scales, the provision for payment of DA at par 
with the Central Government having been allowed separately in 
our assessment. 

3. The comparison of basic pay of employees under the 
Central Government and each of the States has been done as on 
1.1.1989. For this purpose, the basic pay of specified categories 
of State employees has been notionally adjusted to CPI 11 level 
608 (1960 = 100) which was reached in December, 1985 and on 
which are based the revised pay scales (w.e.f. 1.1.86) of the 
Central Government employees on the recommendations of the 
Fourth Central Pay Commission. In the case of States which have 
not revised scales of pay after 1.1.86 and wherein pay scales are 
linked to index level of less than 608, the basic pay of selected 
categories of employees has been proportionately increased to 
work out the notional basic pay at index level 608. States of 
Assam, Bihar, Kerala, Orissa, Tamil Nadu, Uttar Pradesh and 
West Bengal fall in this category. Similarly, in case of States which 
have revised scales of pay between 1.1.86 and 1.1.89 and whose 
scales of pay are linked to index level higher than 608, the basic 
pay of selected categories of employees in these States has been 
proportionately reduced to work out the notional basic pay at 
index level of 608. States of Karnataka, Meghalaya and Sikkim fall 
in this category. (Table3). 

4. The average of the basic pay as on 1.1.89 under the 
Central Government and each State Government in respect of the 
selected categories of posts falling under each of the specWied 
range of emoluments has been worked out and difference 
between the two ascertained. Thereafter, the percentage of this 
difference to average basic pay of State employees in each 
emoluments range has been derived. 

5. As all the employees in a specHic emoluments range are 
not expected to get the full benern of the dHference, the provision 
required for giving benefit of parity has been moderated as 
under: 

(i) if the percentage difference is 1 O or below, the benern has 
been allowed to 20 per cent of the number of employees in 
that range; 

(ii) in cases where the percentage difference is more than 10, 
the benefit has been extended to such number of 
employees which is equivalent to twice the percentage 
difference in that emoluments range. This is illustrated 
below: 

If the percentage dHference is 30, 60 per cent of the 
employees in the specified emolument range have been 
covered. However, H the percentage difference is more 
than 50, the coverage have been limltedto 100 percent of 
the employees. 

6. In the case of 1 o States, viz., Arunachal Pradesh, Goa, 
Gujarat, Himachal Pradesh, Haryana, Maharashtra, Punjab, 

II CPI = Consumer Price Index for Industrial Workers. 

Meghalaya, Mizoram and Tripura, the average basic pay of State 
employees in selected categories in different emolument ranges 
was either equal to or more than the average basic pay of 
corresponding categories of Central Government employees. 
Thus, no provision for pay parity has been allowed in the case of 
these States. The provision for pay parity has been made in the 
case of remaining 15 States. 

TABLE1 

Distribution Of Categories Of Employees By 
Emoluments Ranges 

Emolument Range 

I. Upto Rs.1600/- P.M. 

II. Rs.160t/- to Rs.20001- P.M. 

III.Rs.200t/- to Rs.2500/-P.M. 

IV. Above Rs.25001- P.M. 

Categories of Employees Covered 

1. Peon 
2. .Lower Division Clerk (LDC) 
3. Forest Guard 
4. Upper Division Clerk (UDC) 
5. Constables 
6. Head Constable 
7. Primary School Teacher 
8. Pharmacist 
1. Trained Graduate Teacher 
2. Revenue Inspector 
3. Naib Tehsildar 
4. Junior Engineer 
5. Trained Nurse 

1. Tehsildar 
2. Assistant Engineer 

1. Deputy Collector 
2. Assistant Surgeon 

TABLE2 

Number Of State Government Employees Including 
Employees Of Local Bodies And Aided Institutions As 
On 1-1-1989. 

State Local Total 
Government Bodies 

1. Andhra Pradesh 383709 349712 733421 
2. Arunachal Pradesh 35740 N.A. 35740. 
3. Assam 329487 28581 358068 
4. Bihar 869065 66281 935346 
5. Goa 30365 4960 35325 
6. Gujara! 255266 N.A. 255266 
7. Haryana N.A. N.A. 266260 
8. Himachal Pradesh 108095 2349 110444 
9. Jammu & Kashmir 197752 7727 205479 
10. Kamataka 491806 113912 605718 
11. Kerala N.A. N.A. 490242 
12. Madhya Pradesh 731842 49551 7813S3 
13. Maharashtra 546141 290735 836876 
14. Manipur 62589 5013 67602 
15. Meghalaya 36945 15368 52313 
16. Mlizoram 25653 20677 46330 
17. Nagaland 54567 4353 58920 
18. Orissa 293772 172400 466172 
19. Punjab 313575 41563 355138 
20. Rajasthan N.A. N.A. 525000 
21. Sikkim N.A. N.A. 21917 
22. Tamai Nadu N.A. N.A. 874005 
23. Tripura 112126 12087 124213 
24. Uttar Pradesh 882676 718277 1600953 
25. West Bengal 744530 102300 846830 

Note: N.A.= Nor Available. 

In the case of States where information as on 1.1.89 was not 
available the number of employees as on 1.1.89 has been 
estimated by applying a growth rate of 2 per cent per annum over 
the latest available data. 
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P . u of selected categories of State Go 
Actual Batie a, "erriro 

Q~I 

---"------------~-~=-----:=::-~;=:~Cont;•t~al>ll~:-~~Mad~~Cont~ttbile~~ 
FO!ttl Olmd u.o.o • t1;:elc PrtlU8· Daile Preaua. b~~~~ ..... ~ 

LO.'t UA 'Biislc l'reeua• oa P U<tS --.::''tr 
.., __ :rn T>niwa- Baile "Presua• !Jailc Pr• • l>a pifYII pay ptlve ay ptlva Pa ,

69 
. 

Index oaa 'pay ptive Pay ptlve Y Basie Oaalo Baalo Y p~ ~a. ~ 
nurrber l>ay :::c Basic Basie p • Pay Pay ~~ 

- _______ iu~on;_ _____ J~~---;;-_jP~ay~-;;;--~Pa~y-(8)_~a~y=~~J!~=~~J~:----..!11y • 

=
=====~,~\=B9~~~P~ay=~~~~~~~~(;B);-~(9)~~(10~-)~(1~1);;-_;(_12~) ~~(13)_ (14) ~ (1) {2) (3) (4) (5) (6) (7) 1200 825 825 975 9~20o (1S) 

CENTER 

1. Andhra Pradesh 

2. Arunachal Pradesh 

3. Assam 

4. &'har 

S. Goa 

6. Gujarat 

7. H .. yana 

S. Himachal Pradesh 

950 775 775 1200 ,~. 608 750 750 950 ...., 

1100 810 810 • 1010· 1010 1010 
0 910 950 950 1100 11'w 608 740 740 91 v1Q 

1200 825 825 975 975 120() ,~ 608 750 750 950 950 775 775 1200 ...., 

420 665 470 744 
384 

392 

608 

608 

608 

608 

370 586 580 918 

350 543 580 900 

750 750 950 950 

750 750 950 950 

750 750 950 950 

750 750 950 

670 1.061 410 649 

425 659 • 425 659 480 744 

50o 

580 

n5 775 12q0 1200 825 825 ·975 975 1206 ,~ 

800 800 1200 1200 825 • 825 1320 • 1320 1200 12)) _ 

950 950 • 950 950 975 975 · 1200 ..l/ 
12)) 

950 950 1200 1200 1000 1000 1200 •• 1200 1200 12)) 

9. Jammu and Kashmir 608 630 630 

950 

800 

960 

800 800 800 900 900 800 800 • 1075 1075 9QO 9Cll 

10. Kamataka 

11. Kerala 

12. Mactiya Pradesh 

13. Maharashtra 

14. Manipur 

15. Meghalaya 

16. Mizoram 

17. Nagaland 

18. Orissa 

19. Punjab 

20. Rajasthan 

21. Sir..kim 

22. Tamil Nadu 

23. Trip11a 

.24. UttarPradesh 

25. West Bengal 

NA- Not Available. 

632 780 750 

488 550 685 

608 725 725 

608 750 750 

608 

661 

608 

N.A 

568 

750 

820 

n5 

375 

570 

750 

754 

n5 

705 

610 

608 750 750 

608 700 700 

656 800 • 741 

528 450 518 

608 n5 n5 

328 305 565 

200 220 669. 

• No such post reported by the State Govornmont. 

640 

870 

950 

950 

1300 

1200 

535 

780 

950 

880 

975 

610 

970 

354 

300 

924 960 924 1190 1145 · 960 924 . · 1040 ·1001 1040 1001 
\ 

797 600 748 740 . 922 640 797 

870 800 800 1200 1200 870 870 

950 750 750 1200 1200 825 825 

950 

1196 

1200 

898 

835 

800 800 975 975 800 

900 828 1675 1541 975 

n5 n5 1400 1400 825 

400 7 40 720 1282 400 

800 

897 

825 

740 

625 669 840 899 
I 

780 -835 

700 872 660 822 ! 

975 975 975 975 
' ; 

975 975 1200 1200 

950 

1050 

1200 

450 

840 

950 

966 

1200 

950 
" 

1200 

1200 

818 . 535 

899 840 

950 
~ 

1104 { 
' ti 

1200 ~ 

898 G 

950 950 950 1200 1200 1000 1000 1200 1200 1200 

880 720 720 1120 1120 760 760 
880 880 880 

904 840 779 1080 1001 910 843 1030 
955 1030 

702 505 582 705 812 505 582 705 812 
610 702 

970 850 850 1250 1250 850 • 850 
1020 1020 1250 1250 II 

656 330 612 430 797 364 675 
400 741 365 677 , 

912 230 69& 380 1155 260 790 
280 851 300 
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Employees as on 1.1.89 and presumptive Basic Pay at CPI level 608 

......... 
Basic Presua• 
Pay ptive 

llaslc 
Pay 

(16) (17) 

Tral,-0 
Qraduatt,T..._ Rewnuehlplc:lor NalbTehlldar JunlorEnglnear 
BUIC Ptiiui- lufu Ptiiua- lii\c Preiui- Baile Presua-
Pay pllw, Pay ptiw Pay pti110 Pay ptive 

8ulc Buie Buie Buie 
Pay Pay Pay Pay 

(18) (19) (a:l) (21) (22) (23) (24) (25) 

Traned Nuru 
SUic Preaua­
Pay ptive 

Basic 
Pay 

(26) (27) 

Toho,._ 
Bait PresUI.-
Pay ptillO 

Basic 
Pay 

(28) (29) 

Mitt.Engineer DeputyColector 
Sasic Presua- Baile Presua-
Pay ptive Pay pdve 

Basic Basic 
Pay Pay 

(30) (31) (32) (33) 

Table·3 

{RU/J89S) 

Alltl. Surgeon 
Basic Presua,. 
Pay pti\18 

Basic 
Pay 

(34) (35) 

120012001400 14001~ 1~1400140014001400 1400140018401840 20002000 2000 200022002200 

1010 1010 1280 1280 910 910 1330 1330 1330 1330 1150 1150 1550 1550 1380 1380 2150 2150 1810 1810 

1200 1200 1400 1400 • 1400 1400 1400 1400 2000 2000 2000 2000 2375 2375 2200 2200 

680 1055 850 1318 850 1318 • 785 1218 730 1132 1000 1551 1000 1551 1150 1784 

1~ 12001400 14001~ 1~1-150014001400 1400140018401840 20002000 2000 200022002200 

1200 1200 1400 1400 1400 1400 1400 1400 1400 1400 1350 1350 2000 2000 1840 1840 2200 2200 2200 2200 

1350 1350 1400 1400 • 1500 1= 1400 1400 1400 1400 2000 2000 2000 2000 3000 3000 

1410 1410 1840 1840 1350 1350 1840 1840 1840 1840 1500 1500 2000 2000 2200 2200 2200 2200 2200 2200 

900 900 960 960 1150 1150 1550. 1550 1850 1650 1550 1550 1900 1900 2000 2000 2350 2350 1900 1900 

1190 1145 1400 1347 1190 1145 1= 1539 1400 1347 1400 1347 1900 1828 1900 1828 2200 2116 2200 2116 

700 872 780 972 825 1028 950 1184 825 1028 780 972 1100 1370 1050 1308 1500 1869 1150 1433 

1200 12001280 12801200 ~~ 128016401640 1200 12001~ 1640 1= 1= 1= 1=1=~ 

1350 1350 1400 1400 1200 1200 1840 1640 1400 1400 1400 1400 2000 2000 2000 2000 2200 2200 2200 2200 

1200 12001350 1350120012001500150013501350 1200 1200 

1200 1104 1700 1564 

1350 1350 1840 1840 

510 851 n5 1345 • 

1450 1334 1375 1265 

1840 1840 1400 1400 

690 1200 510 851 

840 899 1050 1124 780 835 1350 1445 1050 1124 935 1001 

1640 1840 2000 2000 1840 1840 

1975 1817 • 2000 1840 

2000 2000 2200 2200 2000 2000 

1010 1672 1010 1672 1010 1672 

1350 1445 1350 1445 

1350 1350 1840 1840 1500 1500 1840 1840 1840 1640 1350 1350 2000 2000 2200 2200 2400 2400 2200 2200 

1140 1140 1140 1140 925 925 1200 1200 1160 1160 1140 1140 1490 1490 1720 1720 1720 1720 17a:> 17a:> 

1200 1112 15ro 1409 1410 1307 • 1410 1307 1410 1307 1= 1887 18a:l 1887 1Bro 1887 

705 812 780 898 705 812 905 1042 1045 1203 780 898 1160 1336 1160 1336 1340 1543 1340 1543 

1300 1300 1450 1450 1450 1450 970 970 1450 1450 1450 1450 2100 2100 2100 2100 2100 2100 

400 741 640 1001 515 955 515 955 47' 871 690 1279 850 1576 850 1576 850 1576 

360 1094 440 1338 380 1155 425 1292 300 912 280 851 660 2006 660 2006 550 1672 
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surplus or Deficit 0 
(Before Flnanc~ 

Haryana Hlmachal Jammu & ~~ 
008 Ot.411r1II Pradesh Kashmir taka erata 

11wim Blhffr 

(9 ( 10) ~ ( 
6 

~
1) 

4 
16387.07 7049.74 1702.53 972 

1 
11867. 17 1139.92 13030.70 ~ -81 

19049.,3 13090.64 6152.43 1028.15 
I-Revenue Recitlpt• 548.35 (13058.78) (8704 .8Q 

16469.51 12.73 2516.27 6557.24 (5973.11) 1. Tax Revenue (6513.40) (13028.81) 
277.10 298.91 2571 .40 1218~ 

(16765.45) 329.01 1688.80 
63.13 563.35 64.39 (2323.96) (1305g~ 

(i) State Excise 4475.77 6.53 (68.38) (1541.69) 
(4468.92) (599.23) 

2973.83 500.76 420.80 7469.02 5566 l) 

4675.~ 394.64 9416.06 ( 
. 12 • 

(ii) Sales Tax 9140.36 2.03 1784.78 
(9860.81) (2855.08) 7446.67) (5827 ~ f 

(4515.56) . l 
(9320.01) 3345.47 1489.80 250.29 420.21 2990.28 1556-

1318.23 89.32 .(Q 

{iii) Other& 2853.38 4.17 668.36 
(3099.62) (1576.34) (3288.15) (1570.72) (: 

(2976.52) (1398.61) 
3274.87 882.73 409.08 559.90 2665.08 1~ 4 

2549.84 167.82 1237.93 5226.85 111.41 . 2 
2. Non-Tax Revenue 
(i) Interest Receipts 

233.57 52.44 
(a) SEB 

16.00 1.46 43.80 21 .43 8.43 
(b) .RTC 22.43 10.78 

4.85 182.15 49.24 8.81 18.72 208.59 78.74 
(c)Olhers 145.13 0.86 45.67 173.01 

9.70 54.35 25.70 11 .35 25.05 105.75 &l.95 (ii) Dividends 122.70 0.70 33.10 53.70 
93.35 36.27 162.45 295.32 302.45 243.39 (iii) Forest 301 .92 98.46 95.43 338.83 4.53 

(iv) Mines And Minerals ,346.62 19.20 760.20 3245.76 16.03 951.07 39.72 15.96 4.12 95.67 5.07 • 

(v) Irrigation • 368.74 20.83 58.51 358.11 4.66 171.17 158.64 15.13 48.59 224.37 10:>.03 

(vtl Others 1242.30 27.77 234.24 807.87 70.18 .1778.98 520.72 195.38 168.10 1706.82 847.81 

3. Non-Plan Grants From 29.78 10.40 83.08 1.17 21l66 14.58 9.84 2.71 159.99 18.39 
I 

The Centre 
II- Revenue Expenditure 20967.53 1007.93 7294.49 18848.20 1166.05 • 15714.56 5509.04 3239.59 5002.97 15031 .65 12463.72 1: 
(a} Category (ii) Items 1·1092.05 618.28 4299.53 11183.27 626.71 9946.47 3042.86 1911.27 2605.73 9074.26 7528.47 

(12123.72) (11368.16) (10103.26) (3196.91) (9332.99) (8249.24) (9 

(i) Police 1291.00 81 .52 819.37 1518.15 53.90 910.44 350.43 213.03 409.38 903.70 585.16 
(1238.72) (1510.95) (1195.03) (463.59) (834.61) (589.1~ 11 

(ii) Education 4678.00 142.88 1681 .69 5066.54 287.31 3771.32 1375.83 789.53 747.99 3708.68 3490.70 , I 
\ 

(4941 .66) (4702.39) (4233.10) (1426.82) (3844.03) (3957.36 ~ 
(iii) Medical And Pubfic 1089.08 79.93 315.91 770.84 114.89 1400.99 315.73 246.50 369.81 1180.64 

Health (1174.17) (938.24) (1161 .74) (366.31) (953.21) (91, 
(iv) Others 3967.26 313.95 1105.99 3165.46 170.61 3863.72 1000.87 662.21 3273.48 1022.44 19; 

(4697.54) (3535.04) (3513.39) (940.19) (3693.02) (219 M Provision For Pay 66.71 - 376.57 662.28 
Parity (71.63) 56.11 7.76 51 

(b) Other Expena ture 
(681 .54) 

(8.12) • (590 
9875.48 ' 389.65 2994.96 7664.93 539.34 5768.09 2466.18 ' (i) Interest Payment 2977.85 197.62 1875.92 

1328.32 2397.24 5957.39, 4 

(ii) Social Security And 
4416.60 386.01 3178.43 1613.74 601 .93 1556.00 2554.24 

Welfa-e "- 3135.41 12.43 129.79 511 .56 11 .35 590.03 (iii) Irrigation • 441 .71 30.15 129.02 40.41 102: ! 5 829.22 :-.. 222.17 667.73 
(iv) Builangs Including 6.91 234.88 181.40 23.17 93.52 281.42 

Housins 132.08 26.68 53.01 156.96 M Roads And Bridges 11 .33 162.03 40.24 941 .68 50.34 218.81 43.68 40.70 103.32 
(vi) Others 

2246.75 
398.01 39.48 634.52 202.38 

111- Ad)uatment 
72.43 495.26 1514.07 149.19 104.78 485.77 

-367.85 84.26 968.20 299.40 
IV- Surplua/Deflcit On -114.35 469.94 500.09 1703.42 

-109.25 -166.70 
Revenue Account - -115.35 

(1-11+111) 
-2286.25 -827.38 -3529.89 -7095.38 -505.12 563.26 

• Major, merium and minor /rripslion 1374.00 -1792.52 -3300.44 
No&e· For • • companson, the figures based on an alts . 

the Special Category States and Gos only ;;alive ~~erclse attempted on traritional line . 
, e traditional exercise Was done. are shown m brackets. In respect of 
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Annexure 111.18 
{Para 3.81) 

Revenue Account: 1990-95 
Commission Transfers) 

(Rs. Crore) 

Madhya Mahara- Manipur Megha- Mizoram Nagaland Orissa Pu'l81> Rajasthan Sikkim Tamil Tripura Uttar West 
Pradesh shtra laya Nadu Pradesh Bengal 

(12) (13) (14) (15) (16) (17) (18) (19) (20) (21) (22) (23) (24) (25) 
13344.35 37125.83 168.59 310.67 64.70 231.20 4835.83 10095.27 8636.54 127.73 19884.44 273.79 20207.44 15774.93 
8481.97 28418.32 78.35 172.03 15.76 127.86 2910.47 8291.05 6499.86 77.68 17874.75 119.85 16081.98 11653.82 

. (8944.23) (27906.13) (2842.40) (8017.48) (6796.73) (17076.83) (15280.67) (11949.94) 
1403.76 3774.40 14.03 43.47 2.46 5.96 267.54 2591.99 980.27 49.52 1721.02 9.48 2938.95 984.27 

(1595.90) (2833.40) (238.45) (2559.89) (1199.28) (1963.74) (3003.08) (880.51) 
4973.84 18761.89 32.48 91.60 3.50 97.28 2087.38 4144.66 4117.54 16.62 12492.98 73.57 9181.96 7881.23 

(4863.44) (18758.34) (1998.74) (3850.35) (4276.98) (11274.43) (8225.67) (7893.14) 
2104.37 5882.03 31.84 36.96 9.80 24.62 555.55 1554.40 1402.05 11.54 3660.75 36.80 3961.07 2788.32 

(2484.89) (6314.39) (605.21) (1607.24) (1320.47) (3838.66) (4051.92) (3176.29) 
4735.63 8417.64 83.47 124.92 42.79 99.16 1820.64 1717.52 2052.50 50.05 1884.53 140.28 3877.42 3987.22 

381.89 362.48 517.35 
16.38 18.48 8.83 11.58 7.64 13.~ 23.96 31.56 
96.17 315.55 5.15 5.09 10.29 3.89 28.58 121.36 50.42 1.73 249.48 5.82 217.21 255.53 
54.50 123.25 3.10 8.90 1.40 4.55 89.80 62.95 45.70 2.15 90.10 6.65 257.95 68.20 

2001.66 783.96 5.21 16.58 2.32 8.12 359.90 28.31 51.88 5.63 162.51 21.53 414.95 147.95 
773.11 131.28 24.33 7.66 287.15 2.66 425.01 0.13 49.61 56.64 69.70 2057.02 
218.17 229.89 5.83 4.52 0.86 2.56 161.99 373.25 220.15 0.86 144.83 8.24 1307.57 331.08 

1575.64 6815.23 64.18 65.50 27.92 72.38 884.39 735.52 1251.70 39.55 811.76 41.40 1068.73 1095.88 
126.75 289.87 6.77 13.72 6.15 4.18 104.72 86.70 84.18 125.16 13.66 248.04 133.89 

18650.85 30118.93 1250.31 1125.06 1081.96 1471.75 9628.12 9610.84 13736.76 368.66 21368.61 1696.46 34432.58 20143.26 
9783.29 16023.21 878.30 756.92 843.30 1063.53 5738.72 4360.54 7388.16 244.22 13746.81 1244.25 21094.19 12766.55 

(9934.10) (18546.45) (5625.45) (5285.38) (6993.00) (13404.80) (20134.43)(13683.99) 
1197.65 1669.00 196.91 156.11 90.33 329.00 585.34 516.83 751.93 34.96 1161.00 217.58 2739.58 1431.10 

(1365.53) (2127.44) (519.83) (752.49) (793.09) (954.92) (2549.49) (1466.15) 
4199.91 7269.97 311.84 199.24 228.09 228.84 2430.89 1826.53 3076.11 76.11 5338.44 480.82 7607.97 5103.04 

(3404.79) (8312.03) (1991.45) (2435.73) (3066.86) (4977.33) (6981.77) (5887.42) 
925.65 1829.51 65.67 100.85 107.75 106.27 563.08 668.89 886.22 26.84 1563.39 88.05 1703.80 1646.74 

(908.40) (1489.60) (576.12) (626.40) (849.09) (1464.24) (1532.90) (1700.34) 
3383.79 5254.73 266.96 300.72 417.13 374.31 1757.23 1348.29 2427.87 101.89 4060.72 457.80 5553.48 4162.63 

(4164.56) (6617.38) (2136.36) (1470.76) (2046.19) (4318.87) (5608.68) (4132.40) 
76.29 36.92 25.11 402.18 246.03 4.42 1623.26 3489.36 423.04 

(90.82) (401.69) (237.77) (1689.44) (3461.59) (497.68) 
8867.56 14095.72 372.01 368.14 238.66 408.22 3889.40 5250.30 6348.60 124.44 7621.80 452.21 13338.39 7376.71 
3941.60 5731.24 162.74 126.00 85.83 214.08 2303. 12 3319.35 3334.27 55.61 2672.10 193.26 7781.90 4075.18 

1135.31 789.20 22.50 12.80 57.95 20.95 182.53 243.03 215.35 1.95 2030.97 52.71 520.41 441.59 
238.01 271.56 34.97 7.26 1.35 3.81 238.09 492.63 238.63 1.78 162.49 16.82 1778.30 598.03 

166.09 298.26 12.54 25.41 10.83 24.16 150.40 95.96 99.66 6.79 121.12 22.95 255.51 176.67 
829.51 967.83 23.33 81.32 25.88 40.12 360.99 337.06 556.32 24.60 626.58 42.03 1360.49 552.69 

2557.04 6037.63 115.93 115.35 56.82 105.10 654.27 762.27 1904.37 33.71 2008.54 124.44 1641.78 1532.55 
-1517.70 -599.20 -227.95 -310.65 

-5306.50 5489.20 -1081.72 -814.39 -1017.26 -1240.55 -4792.29 -114.77 -5100.22 -240.93 -1712.12 -1422.67 -14225.14 -4678.98 
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ANNEXURE 111.19 
(Para 3.82) 

Comparison Of Normative Estimates With Conventional Estimates Of Tax Revenue And Expenditure 1990-95 
( Non• Special Category States Excluding Goa) • 

(Rs. Crore) 

Tax Revenues Non - Plan Rev. Expenditure 
Net Adjustment 

Normative Conventional Improvement Normative Conventional Improvement Improvement Made 
Estimates Estimates (col. 1-2) Estimates Estimates (col 5-4) (col 3+6) 

(1) (2) (3) (4) (5) (6) (7) (8) 

1. ANDHRA PRADESH 16469.51 16765.45 -295.94 11092.06 12123.72 1031.66 735.72 367.85 

2.BIHAR 6557.24 6513.40 43.84 11183.27 11368.16 184.89 228.73 114.35 

3. GUJARAT 13090.54 13028.81 61.73 9946.47 10103.26 156.79 218.52 109.25 

4. HARYANA 6152.43 5973.11 179.32 3042.86 3196.91 154.05 333.37 166.70 

5.KARNATAKA 13030.70 13068.78 -28.08 9074.26 9332.99 258.73 230.65 115.35 

6. KERALA 8340.80 8704.23 -363.43 7528.47 8249.24 120.n 357.34 178.70 

7. MADHYA PRADESH 8481.97 8944.23 -462.26 9783.29 9934.10 150.81 -311.45 

8. MAHARASHTRA 28418.32 27906.13 512.19 16023.21 18546.45 2523.24 3035.43 1517.70 

9.ORISSA 2910.47 2842.40 68.07 5738.72 5625.45 -113.27 -45.20 

10.PUNJAB 8291.05 8017.48 273.57 4360.54 5285.38 924.84 1198.41 599.20 

11.RAJASTHAN 6499.86 6796.73 -296.87 7388.16 6993.00 -395.16 ~92.03 

12.TAMILNADU 17874.75 17076.83 797.92 13746.81 13404.80 -342.01 455.91 227.95 

13.UTTAR PRADESH 16081.98 15280.67 801.31 21094.19 20134.43 -959.76 -158.45 

14.WEST BENGAL 11653.82 11949.94 -296.12 12766.55 13683.99 917.44 621.32 310.65 

TOTAL 163853.44 162858.19 995.25 142768.86 147981.88 5213.02 6208.27 3707.70 

ANNEXURE IV.1 

(Para4.23) 
Summary Of The Central Government's Forecast By The Ministry Of Finance And As Reassessed 

Estimates 
furnished 
by Min.of 
Finance 
(At Current 
Prices). 

t. Revenue Receipt 421388 

(a) Tax Receipts/gross) 337344 

1. Income Tax 27359 

2. Corporation Tax 30191 

3. Union Excise duties 145103 

4. Customs 127221 

5, Other tax revenues 7470 

/b) Non-Tax Receipts 84044' 

1. Interest Receipts 52457 

2. Dividends And Profits 7626 

3. Other Non•Tax 
Receipts 23961 

For The Period 1990-95. 

(Rs. Crore) 

Reassessed 
Estimates 
(At Current 
Pr.,.,s) 

466502 II. Non-Plan Expenditure On 

370014 
Revenue Account. 

28508 
1. Interest Payments 

33836 
2. Major Subsidies 

161526 
3. Other Non•Plan 

Expenditure 
136674 

9470 

96488 

57214 

13257 

26017 

Estimates 
furnished 
by Min.of 
Finance 
(At Current 
Prices). 

374994 

151255 

58433 

165306 

.. 

(Rs. Crore) 

Reassessed 
Estimates 
(At Current 
Prices) 

317231 

123880 

47338 

146013 
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ANNEXURE V.1 States Per Capita Income 

(ParaS.7) 
14. TamilNadu 2142 

Statewlse Assessment Of Income Tax (Excluding 15. Himachal Pradesh 2103 

Tax On Union Emoluments) For The Years 1985-86, 16. Andhra Pradesh 2053 
17. Meghalaya 1960 

1986-87 And 1987-88 18. Assam 1863 
(Rs. Crore) 

19. Madhya Pradesh 1860 

States 1985-86 1986-87 1987-88 Total 20. Rajaslhan 1820 

1985-86 21. Tripura 1784 
To 22. Mizoram 1778 

1987-88 23. Qissa 1728 
24. Uttar Pradesh 1713 

1. Andhra Pradesh 82.13 93.65 111.97 287.75 25. Bihar 1323 

• 2. ArunachalPradesh 0.70 0.71 0.73 2.14 All States' Average 2165 

3. Assam 23.58 17.64 29.29 70.51 Union Terrltorlea 5002 
4. Bihar 34.62 47.24 72.34 154.20 All lndla Average 2199 
5. Goa 6.98 7.24 11.02 25.24 

• 6. Gujarat 193.53 245.26 275.81 714.60 
7. Haryana 16.47 23.94 22.45 62.86 
8. Himachal Pradesh 8.57 7.30 7.48 23.35 
9. Jammu and Kashmir 9.04 10.49 17.15 36.68 

10. Kamataka 81.09 114.69 127.06 322.84 
11. Kerala 63.21 69.35 75.51 208.07 
12. Madhya Pradesh 52.78 69.01 88.05 209.84 ANNEXURE V.3A 

13. Maharashtra 512.23 613.06 614.23 1739.52 (Para 5.10) 

14. Manipur 0.60 0.53 0.57 1.70 
15. Meghalaya 1.61 1.65 1.93 5.19 Composite Index Of Backwardness 
16. Mizoram 0.01 0.01 0.01 0.03 (All India) 

17. Nagaland 0.28 0.28 0.31 0.87 States SC/ST Relative Agricul- Relative Weighted 
18. Orissa 13.75 14.24 13.92 41.91 Popula- Shares tural Shares 

~
mbined) 

19. Punjab 79.21 61.17 61.77 202.15 tion 1981 LabOur- lative 

20. Rajaslhan 53.65 40.37 39.92 133.94 
ers 1981 Shares 

21. Sikkim 1. Andhra 
22. TamilNadu 179.29 215.88 207.14 602.31 Pradesh 11137731 6.9692 8325017 14.8524 10.9108 
23. Tripura 0.44 0.51 0.68 1.63 2. Arunachal 
24. Uttar Pradesh 95.47 122.58 120.44 338.49 Pradesh 444086 0.2779 7796 0.0139 0.1459 

25. West Bengal 167.79 180.45 150.97 499.21 3. Assam 3430150 2.1463 552048 0.9849 1.5656 

All Stateo 1677.03 1957.25 2050.75 5685.03 4. Bihar 15953235 9.9824 7366973 13.1432 11.5628 

Union Territories 162.51 208.65 250.45 621.61 5. Goa 21309 0.0133 30556 00545 0.0339 

Alllndla 1839.54 
6. Gujarat 7286883 4.5596 2488300 44393 4.4995 

2165.90 2301.20 6306.64 7. Haryana 2464012 1.5418 590324 1.0532 1.2975 

Source : Ministry of Finance • Department of Revenue • Central Board of Direct 8. Himachal 
Taxes. Pradesh 1251221 0.7829 40072 0.0715 0.4272 

9. Jammuand 
Kashmir 497363 0.3112 63540 0.1134 0.2123 

10. Karnataka 7420556 4.6433 3655197 6.5211 5.5822 
11. Kerala 2810857 1.7588 1917362 3.4207 2.5898 

• ANNEXURE V.2 12 . Madhya 
(Para5.8) Pradesh 19345564 12.1051 4857829 8.6667 10.3859 

13. Mahara-
States Arranged In Descending Order Of Per sh~a 10251801 6.4149 6470855 11.5444 8.9796 

• Capita State Domestic Product : New Serles 14. Manipur 405730 0.2539 28E\13 0.0510 0.1525 
(Average of three years, 1982-85, 15. Meghalaya 1081837 0.6769 57899 0.1033 0.3901 

at current prices) 16. Mizoram 462042 0.2891 5118 0.0091 0.1491 
(Rupees) 17. Nagaland 650885 0.4073 2979 0.0053 0.2063 

States 
18. Oissa 9780610 6.1200 2396974 4.2764 5.1982 

Per Capita Income 19. Punjab 4511703 2.8231 1092225 1.9486 2.3859 
1. Goa 4437 20. Rajasthan 10022003 6.2711 764625 1.3641 3.8176 
2. Punjab 4013 21. Sikkim 91904 0.0575 4887 0.0087 0.0331 
3. Maharashtra 3384 22. TamilNadu 9401521 5.8829 6037601 10.7715 8.3271 
4. Haryana 3043 23. Tripura 894304 0.5596 146089 0.2606 0.4101 
5. Gujarat 2919 24. Uttar 
6. Arunachal Pradesh 2746 Pradesh 23686044 14.8211 5177074 9.2362 12.0287 
7. Sikkim 2570 25. West 
8. Karnataka 2461 Bengal 15071440 9.4306 3891531 6.9427 8.1867 
9. Jammu and Kashmir 2380 All States 158374791 99.0998 55971484 99.8568 99.4783 

10. Nagaland 2268 
11. West Bengal 2230 Union 

12, Manipur 2205 Territories 1438620 0.9002 80259 0.1432 0.5217 

13. Kerala 2144 All India 159813411 100.0000 56051743 100.0000 100.0000 
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ANNEXURE V.38 (1) (2) (3) (4) (5) (6) 
(Para 5.10) 

2. Arunachal 
Composite Index Of Backwardness Pradesh 15852 19609 20704 56165 18722 

(All States) 3. Assam 327776 393060 465925 1186761 395587 

States SC/ST Relative Agricul- Relativw Weighted 4. Bibar 827324 969824 1142014 2939162 979721 
Popula- Shares tural Shares l\;;ombined) 5. Goa 42180 44279 56433 142892 47631 
tion 1981 Labour- lative 6. Gujarat 895750 1105388 1154468 3155606 1051869 

ers1981 Shares 
7. Haryana 387616 416563 464903 1269082 423027 

(1) (2) (3) (4) (5) (6) 8. Himachal 

Pradesh 88550 97377 98061 283988 94662 
Andhra 9. Jammu 
Pradesh 11137731 7.0325 8325017 14.8737 10.9531 and 

2. Arunachal Kashmir 128892 149375 175073 453340 151113 
Pradesh 444086 0.2804 7796 0.0139 0.1472 10. Karnataka 828745 978485 1101567 2908797 969599 

3. Assam 3430150 2.1658 552048 0.9863 1.5761 11. Kerala 495316 573124 648615 1717055 572352 
4. Bihar 15953235 10.0731 7366973 13.1620 11.6176 12. Madhya 
5. Goa 21309 0.0135 30556 0.0546 0.0340 Pradesh 901116 1062298 1121461 3084875 1028292 
6. Gujarat 7286883 4.6010 2488300 4.4457 4.5233 13. Maharashtra 1932505 2270745 2549625 6752875 2250958 
7. Haryana 2464012 1.5558 590324 1.0547 1.3052 14. Manipur 27631 33854 39199 100684 33561 
8. Himachal 15. Meghalaya 24489 28297 31871 84657 28219 

Pradesh 1251221 0.7900 40072 0.0716 0.4308 16. Mizoram 7766 9471 12199 29436 9812 
9. Jammu 17. Nagaland 17139 19215 22526 58880 19627 

and 18. Orissa 394916 519939 518687 1433542 477847 
Kashmir 497363 0.3140 63540 0.1135 0.2138 19. Punjab 636896 699319 799490 2135705 711902 

10. Karnataka 7420556 4.6854 3655197 6.5305 5.6080 20. Rrajasthan 574674 719680 717391 2011745 670582 
11. Kerala 2810857 1.7748 1917362 3.4256 2.6002 21. Sikkim 7418 8711 10920 27049 9016 
12. Madhya 22. TamilNadu 914066 1071027 1265703 3250796 1083599 

Pradesh 19345564 12.2151 4857829 8.6791 10.4471 23. Tripura 35374 38304 44066 117744 39248 
13. Mahara- 24. Uttar 

shtra 10251801 6.4731 6470855 11.5610 9.0171 Pradesh 1828520 2000192 2200054 6028766 2009588 
14. Manipur 405730 0.2562 28613 0.0511 0.1537 25. West 
15. Meghalaya 1081837 0.6831 57899 0.1034 0.3933 Bengal 1100427 1280301 1470874 3851602 1283667 
16. Mizoram 462042 0.2917 5118 0.0091 0.1504 
17. Nagaland 650885 0.4110 2979 0.0053 0.2082 
18. Orissa 9780610 6.1756 2396974 4.2825 5.2291 All Slates 13431644 15719885 17401038 46552567 15517522 

19. Punjab 4511703 2.8488 1092225 1.9514 2.4001 Union 
20. Rajasthan 10022003 6.3280 764625 1.3661 3.8471 Territories 382069 419913 482056 1284038 428013 
21. Sikkim 91904 0.0580 4887 0.0087 0.0334 
22. Tamil All India 13813713 16139798 17883094 4 7836605 15945535 

NadJ 9401521 5.9362 6037601 10.7869 8.3616 Soure• : Central Statistical Organisation (CSO). 
23. Tripura 894304 0.5647 146089 0.2610 0.4128 
24. Uttar 

Pradesh 23686044 14.9557 5177074 9.2495 12.1026 
25. West 

Bbengal 15071440 9.5163 3891531 6.9527 8.2345 

Total 158374791 100.0000 55971484 100.0000 100.0000 

ANNEXURE V.5 
(Para 5. 19) 

ANNEXURE V.4 
Population 

(Para 5.17) (lnlakh) 

Comparable Es)imates Of Net State Domestic Product Population Population 
States 1971 Census 1981 Census At Current Prices (1982-83 To 1984-85) - New Serles - --- - -------

(1) (2) (3) 
( Rs. Lakh) 

Average 1. Andhra Pradesh 435.03 535.50 

1982-83 1983-84 1984-85 Total (1982-85) 2. Arunachal Pradesh 4.68 6.32 
3. Assam 146.25 198.971/ 

1. Andhra 4. Bihar 563.53 699.15 

Pradesh 990706 1211448 1269209 3471363 1157121 5. Goa 7.95 10.Ql 
6. Gujarat 266.97 340.86 
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(1) (2) (3) (1) (2) (3) 

7. Haryana 100.37 129.23 20. Rajasthan 257.66 342.62 

8. Himachal Pradesh 34.60 42.81 21. Sikkim 2.10 3.16 

9. Jammu and Kashmir 46.17 2/ 59.87 22. Tamil Nadu 411.99 484.08 

10. Kamataka 292.99 371.36 23. Tripura 15.56 20.53 

11. Kerala 213.47 254.54 24. Uttar Pradesh 883.41 1108.62 

12. Madhaya Pradesh 416.54 521.79 25. West Bengal 443.12 545.81 

13. Maharashtra 504.12 627.84 All States 5430.80 6774.98 

14. Manipur 10.73 14.21 Union Terrltorlee 50.80 76.87 

15. Meghalaya 10.12 13.36 All India 5481.60 6851.85 

16. Mizoram 3.32 4.94 

17. Nagaland 5.16 7.75 V Projected Figure. 
21 Population figures exdude population of area under unlawful occupation of 

18. Orissa 219.45 263.70 Pakistan and China where Census could not be taken. 
19. Punjab 135.51 167.89 Source: Census of India, 1971 and 1981. 

\ ANNEXURE V.6 
(Para 5.29) 

State-wise Passenger Earnings On The Basis Of The Originating Stations 
Located In Each State For The Years 1984-85 To 1987-88 

(Rs. Lakh) 
Total Average 

Years 1984-85 1984-85 
To To 

States 1984-85 1985-86 1986-87 1987-88 1987-88 1987-88 

1. Andhara 
Pradesh 10511.22 12038.01 13051.49 14174.01 49774.73 12443.68 

2. Arunachal 
Pradesh 4.70 12.01 12.41 25.03 54.15 13.54 

3. Assam 1884.98 2384.38 2764.80 2999.40 10033.56 2508.39 

4. Bihar 10731.39 12916.14 15308.85 16016.36 54972.74 13743.19 

5. Goa 178.60 212.11 233.21 262.64 886.56 221.64 

6. Gujarat 8237.38 9130.33 9574.37 11079.56 38021.64 9505.41 

7. Haryana 2016.28 2412.48 3033.19 3424.82 10886.77 2721.69 

8. Himachal 
Pradesh 129.67 156.26 178.10 187.94 651.97 162.99 

9. Jammuand 
Kashmir 582.51 752.19 957.78 1168.16 3460.64 865.16 

10. Kamataka 4550.29 5294.15 5813.15 6094.98 21752.57 5438.14 

11. Kerala 4941.65 5792.04 6281.28 6674.54 23689.51 5922.38 

12. Madlaya 
Pradesh 7919.50 9697.18 10608.61 12084.72 40310.01 10077.50 

13. Mahara-
shtra 31049.05 36;)55.62 40303.98 43123.66 150532.31 37633.08 

14. Manipur 29.05 14.79 18.79 26.69 89.32 22.3:' 

• 15 . Meghalaya 45.36 65.05 69.12 88.68 268.21 67.05 

16. Mizoram 
17. Nagaland 179.86 240.91 317.29 355.52 1093.58 273.40 

18. Orissa 2122.66 2483.60 2893.93 3233.24 10733.43 2683.36 

19. Punjab. 3389.81 4648.65 6588.13 6057.93 20684.52 5171.13 

20. Rajaslhan 6566.23 7413.89 8205.77 8268.09 30453.98 7613.50 

21. Sikkim 11.92 11.55 5.45 28.92 9.64 

22. Tami 
Nadu 9607.62 10710.07 12132.83 13390.99 45841.51 11460.38 

23. Tripura 36.29 70.67 86.85 83.52 277.33 69.33 

24. Uttar 
Pradash 20732.84 24037.47 27598.52 30299.52 102668.35 25667.09 

25. West 
Bengal 9953.61 11372.87 13225.54 13350.32 47902.34 11975.59 

Tolal 135400.55 157922.79 179269.54 192475.77 665068.65 166269.59 



82 

Assistance Sought By the State and the Ceilings Approved By 

1979-80 1ae0-81 1981-82 1982-83 1983-64 

STATE CALAMITY 
Aaai&t. Ceiling Assisi. CelUng Assist Ceiling Assist CeiWng Assist. C11~ing 
Sought - Sought - S°""ht Aw"""" Sought - Sought ...,,,,,., 

1. Andhra Flood, etc. 14482 6122 1495 848 265 82 40534 9671 
Pradesh Drouiht 28071 2206 22788 4297 10583 2625 22024 6077 16512 2826 

TOT L 42553 8328 24195 5137 10768 2707 22024 6077 57046 12497 
2. Arunachal Flood, etc. 

Pradesh Drouiht 
TOT L 

3. Assam Flood, etc. 1828 456 3437 1272 2484 947 5257 1107 
Drouiht 869 640 
TOT L 2497 1096 3437 1272 2484 947 5257 1107 

4. Bihar Flood, etc. 8980 2647 7865 2074 6378 1748 
Drof2ht 4307 1182 9290 2482 23430 2501 7457 898 
TOT L 4307 1182 16270 5129 7865 2074 29808 4249 7457 898 

5. Goa Flood, etc. 
Drouiht 
TOT L 

6. Gujarat Flood, etc. 13929 5060 6129 1898 30002 7291 16685 4367 
Orouiht 4298 612 20197 3060 918 
TOT L 13929 5060 10427 2510 50199 10351 16685 5285 

7. Haryana Flood, etc. 2466 524 2639 175 10337 1707 
Drouiht 2532 450 3879 402 12263 825 8405 1182 
TOT L 2532 450 6345 926 12263 825 11044 1357 10337 1707 

8. Himachal Flood, etc. 353 209 806 241 2187 403 6354 829 
Pradesh Orouiht 1550 370 1880 1001 1026 265 4150 1302 

TOT L 1903 579 1880 1001 1832 506 6257 1705 6354 829 
9. Jammuand Flood, etc. 84 13 126 40 1358 100 

Kashmi' D[mht 2400 279 
TOT L 2544 292 126 40 1358 100 

10. Kamataka Flood, etc. 2557 348 1412 281 2080 443 1899 329 
Dropjht 25667 665 6804 1381 3420 881 1681 1400 
TOT L 28224 1013 8216 1662 5500 1324 3580 1729 

11. Kerala Flood, etc. 3467 909 4010 843 2403 11 
Drouiht 2357 410 22960 4246 
TOT L 3467 909 4010 843 4760 421 22960 4246 

12. 
=i Flood, etc. 6083 221 2393 669 

D[mht 9555 2280 11922 4790 13375 4099 7272 2229 
TOT L 9555 2280 11922 4790 19458 4320 9665 2898 

13. Maharashtra Flood, etc. 10584 2468 
Drouiht 3968 854 3995 1625 14095 6689 1760 1163 
TOT L 3968 854 3995 1625 14095 5689 12344 3631 

14. Manipur Flood, etc. 189 161 
Drouiht 530 272 
TOT L 530 272 189 161 

15. Meghalaya Flood, etc. 100 33 244 73 
Drouiht 300 77 
TOT L 300 77 100 33 244 73 

16. Mizoram Flood, etc. 
Drought 
TOTAL 

17. Nagalard Flood, etc. 163 77 
Drought 405 67 
TOTAL 405 67 163 77 

18. Orissa Flood, etc. 11230 4289 1112 1079 78757 17052 2290 
Drought 7214 1405 5668 1808 26484 1998 14965 2464 
TOTAL 7214 1405 18896 6097 1112 1079 105241 19050 14965 4762 

19. Punjab Flood, etc. 
Drought 
TOTAL 

20. Rajasthan Flood, etc. 11625 1648 39446 4506 32 32 6000 893 
Drouiht 8067 1875 12084 4030 25043 8783 27130 7400 10568 3985 
TOT L 19692 3523 12084 4030 64489 13289 27162 7432 17368 4878 

21. Sikkim Flood, etc. 415 222 
Drouiht 401 17 64 4 
TOT L 415 222 401 17 64 4 

22. TamilNadu Flood, etc. 8271 2250 12912 4119 
D[mht 16068 4977 1839 21945 5915 
TOT L 8271 2250 16068 4977 1839 34857 10034 

23. T~ra Flood, etc. 97 56 1943 450 
Drouihl 347 133 325 91 
TOT L 347 133 422 147 1943 450 

24. Uttar Flood, etc. 41379 7905 38055 4546 43701 6723 56376 5726 
Pradesh Drmhl 45707 3491 12223 4752 3600 157 

TOT L 45707 3491 53602 12657 36055 4546 43701 6723 59976 5883 
.25. West Flood, etc. 4222 2356 5907 1818 758 66 

Bengal Drouiht 9474 2767 28132 7727 10233 3059 
TOT L 9474 2767 4222 2356 5907 1818 281 32 8485 10233 3119 

GRANDTOTAL Flood, etc. 50352 15756 85362 22988 97608 15893 176863 35893 173839 34943 
Dfl'+'Rht 125384 18346 113606 26484 71707 18856 193925 45073 119017 29264 
TOT L 175736 34106 198968 49452 169315 34749 370788 80966 292856 64207 
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ANNEXURE VI.I 

the Government of lndla During the Year 1979-80 to 1988-89 
(Rs. Lakh) 

1984-85 1985-86 1-.S7 1987-88 1988-&Q 1971MOto 88-89 '""" 
Cont,.., 

Assist. Celling "88161. ""'""' -- ""''"' 
...... CeiHag -- CeiHag ANl&t 

""""" - $1\ftol 

Sought """°""' 
Sought - Sought - Sought - Sought - Sought - RI.C~ ... ..... 

10430 2991 1279 127590 13951 13864 746 27156 3226 235816 38908 
36928 5442 95095 6309 67680 6324 78725 8715 910 378238 46531 
47358 8433 95095 7586 195270 20275 92589 9461 27156 4136 614054 85439 86 64.50 

3218 683 9964 648 13182 1331 

3218 683 9964 648 13182 1331 2 1.50 
15493 3942 9003 2385 33865 3194 38655 6250 82421 8541 192243 28094 

8193 740 9062 1380 
15493 3942 9003 2385 42058 3934 38655 6250 82421 8541 201305 29474 30 22.50 
20494 5894 26833 3694 73596 8337 15289 2740 159435 27134 

44484 7063 
22494 5894 26033 3694 73596 8337 15289 2740 203919 34197 35 26.25 

17253 2702 83998 21318 
17736 3183 105930 15058 129904 27841 31092 12774 309157 63446 
17736 3183 105930 15058 129904 27841 48345 15476 393155 84764 86 63.75 

1306 155 3922 794 385 55 2261 83 19189 3265 42504 6758 
15562 870 6457 921 14162 1670 48937 3727 69 112197 10116 
16868 1025 10379 1715 14547 1725 51198 3810 19189 3334 154701 16874 17 12.75 

530 273 8209 1240 18566 1670 6880 1029 29077 3340 72882 9234 
6786 547 17903 3036 7056 70 27464 1816 99 67815 8506 
7316 820 26112 4276 25622 1740 34344 2645 29077 3439 140697 17740 18 13.50 

609 378 8095 2192 26853 2161 29390 3780 66495 8664 
3050 412 16906 1650 261 22436 2602 

609 378 3050 412 8095 2192 43759 3811 29390 4041 88931 11266 12 9.00 
28572 1538 36520 2939 

20950 3413 58793 6246 750 5000 25680 2561 2196 143733 23743 
20950 3413 58793 6246 750 5000 25680 2561 28572 3734 180253 26682 27 20.25 
19515 2133 74336 13479 21591 2667 9286 1055 134608 21097 

5781 30 '88610 4561 275 119708 9522 
19515 2133 80117 13509 21591 2667 88610 4561 9286 1330 254316 30619 31 23.25 
2301 591 8288 759 19065 2240 

11257 1138 27742 5111 15449 2270 44124 7405 29712 4721 170408 34043 
13558 1729 27742 5111 23737 3029 44124 7405 29712 4721 189473 36283 37 27.75 

3621 1420 2029 600 17496 2197 33730 6685 
12132 3182 49894 6556 55301 9576 41465 5899 17751 2732 200361 37276 
12132 3182 53515 7976 57330 10176 41465 5899 35247 4929 234091 43961 44 33.00 

200 28 454 160 1289 196 3464 166 5596 711 
198 76 736 348 

200 28 454 160 1487 272 3464 166 6332 1059 0.75 
765 293 478 261 725 192 1921 415 4233 1267 

86 17 386 94 
765 293 478 261 811 209 1921 415 4619 1361 2 1.50 

950 130 950 130 

950 130 950 130 0.75 
432 24 682 198 1277 291 

2220 363 27 2625 457 
432 24 2902 553 27 3902 748 0.75 

16124 2343 19615 3422 .8352 724 135190 31207 
5037 295 6537 600 17613 4780 1494 83518 14844 

21161 2638 26152 4022 8352 724 17613 4780 1494 218708 46051 47 35.25 
47411 6089 m3 1808 13669 148 85794 15030 154647 23074 

2445 635 1876 850 50505 2594 359 54826 4438 
2445 635 49287 6938 m3 1808 64174 2742 85794 15389 209473 27512 28 21.00 
2225 499 4012 875 2932 214 67072 8687 
4547 543 45517 9212 96135 14145 223911 41904 101266 23038 554268 114915 
6772 11042 45517 9212 100147 15020 223911 41904 104198 23252 621340 123582 124 93.00 
4467 830 2804 407 3291 99 2237 419 3277 851 16491 2828 

21 10 486 31 
4488 840 2804 407 3291 99 2237 419 3277 851 16977 2859 3 2.25 

10678 2799 18201 6781 50062 15949 
31002 3177 40116 6143 473 109131 22524 

10678 2799 18201 6781 31002 3177 40116 6143 473 159193 38473 39 29.25 
1244 730 991 442 304 114 641 196 5220 1988 

430 86 1110 311 
1244 730 991 442 743 200 641 196 6330 2298 3 2.25 

26417 5724 131475 13748 98805 6762 18696 2049 50778 4080 503682 57254 
18145 810 54353 5170 47482 -1088 131411 15554 1234 312921 32264 
44562 6534 185028 18910 146287 7850 150107 17603 50778 5314 816603 89519 90 67.50 
15752 4803 2817 1065 27362 3538 26463 8284 17956 3713 100479 26395 

47840 13553 
15752 4803 2817 1065 27362 3538 26463 8284 17956 3713 148319 39948 40 30.00 

148550 34406 323769 52987 399155 43091 227074 30213 452806 57827 2138115 344853 
133810 16895 398734 47644 449862 59298 967578 135512 179821 50662 2745443 44800 
282360 51291 714503 100631 849017 102389 1194651 165892 632626 108429 4883558 792965 

ROUNDED OF TO 804 603.00 



ANNEXURE Vll.1 

(Para 7. 10) 

States' Revenue f>lan Financing 
States Share Of Total Difference 50 percent 

Total Amount Between 0ICol3 
Expenditure Available Col 1 and 2 (Plan Deficit 
0140000 

!11 
1. Andhra Pradesh 3345.20 
2. Bihar 5045.60 
3. Gujarat 1779.20 
4 . Haryana 844.40 
5. Kamataka 2206.40 
6. Kerala 1312.00 
7. Madhya Pradesh 3528.80 
8. Maharashtra 3555.60 
9 . Orissa 1602.00 
10. Punjab 926.00 
11. Rajaslhan 2472.80 
12. Tamil Nadu 2454.00 
13. Uttar Pradesh 7664.00 
14. West Bengal 3264.00 
TOTAL 40000.00 

For Plan Where Col 1 Grants) 

(2) 
2662.69 
2297.06 
2018.18 
1220.02 
2344.32 
486.92 

1433.19 
5363.22 
493.00 
818.18 
552.00 

2366.42 
1891 .00 
1266.71 

25212.91 

Is Higher 
(3) (4) 
682.51 341 .25 

2748.54 1374.27 

825.08 412.54 
2095.61 1047.81 

1109.00 554.50 
107.82 53.91 

1920.80 960.40 
87.58 43.79 

5n3.oo 2886.50 
1997.29 998.65 

17347.23 8673.62 

Annexure VII. 2 

( Para 7.12) 

States' Revenue Plan Financing 
(Rs. Crore) 

Total Revenue 
Plan 
Expenditure 

Share In 
Central 
Assis­
tance 

Dnierence 
Between 
Col 1 and2 
Where Col 1 
Is Higher 

50 Per Cent 
Of Col3 
(Plan Deficit 
Grants) 

States 

1. Assam 

2. Goa 

3 . Jammu and 
. Kashmir 

(1) 
1880.75 

185.53 

1070.67 

(2) 
1252.93 

201 .47 

1044.08 

(3) (4) 
627.82 313.91 

26.59 13.30 

Annexure Vll.3 

(Para 7. 18 and 7.29) 

Revenue-Account Position Of Central Government 
Resources: 1990-95 

(Rs. Crore) 
0 

1990-91 11191-92 1992-93 1993-94 1994-95 1990-95 

(1) (2) (3) (4) (5) (6) 

I. Revenue Receipts 
(a) Tax Receipts 

1. Income Tax 4670 5136 5650 6215 6837 28508 
2. !Corporation 

Tax 5326 5965 6681 7483 8381 33836 
3. Excise 

Duties 25426 284n 31894 35721 40008 161526 

4. Customs 20473 23441 26840 30732 35188 136674 

5. Other Tax 

Revenues 1461 1651 1866 2109 2383 9470 

Total- (a) 57356 64670 72931 82260 92797 370014 

84 

i 

◄ 

(1) (2) (J ) (4) ---15) 16) 

(b) Non Tax Revenues ---1. Interest 9<Xl6 
2. Dividends 2399 

10087 11297 12653 14171 57214 
2519 2645 2n0 2916 13257 

3. Other Non 
Tax Receipts 4615 4892 5186 5497 5827 26017 

Total-(b) 16020 17498 19128 20928 22914 96488 
Total-I - (a+b) 73376 82168 92059 103188115711 466502 

II. Non Plan Revenue Expenditure 

1. Interest 

Payments 19500 21840 

2. Major 

Subsidies 8069 8714 

3. Other Non-Plan 

Revenue 
Expenditure 24754 26797 

Total-II 52323 57351 

Ill. Non-Plan Revenue 

24°461 

9412 

29013 

62886 

Surplus (I-II) 21053 24817 29173 

IV.Transfers to States under Finance 
Commission Recommendallons 

(a) Share of Taxes 

1. Income Tax 3428 3770 4147 

2. Excise Duties 

(Incl. Add. Ex. 

Duties) 10422 11672 13073 

3. Grants in lieu of 

27396 30683 12388o 

10165 10978 47338 

31419 34030 146013 

68980 75691 317231 

34208 40020 149271 

4562 5018 20925 

14641 16399 66207 

Tax on Railway 150 150 150 150 150 7f/J 

Passenger Fares 

Total-(a) 14000 15592 17370 19353 21567 87882 

(b) Grants under 

Article 275(1) 3030 3245 3595 3910 4400 18180 

Total• IV (a+b) 17030 18837 20965 23263 25967106062 

V. Plan Expenditure on Revenue Account 
1. Centre's own plan 3486 3730 3991 4270 4569 20046 

2. Union Territory Plan 303 324 347 371 397 1742 

3. Grants to States for 

State Plans 4100 4545 5020 5535 6085 25285 

4. Grants for Union 

Territory Plans 41 45 49 54 59 248 

5. Grants to States for 
Central and 

Centrally Sponsored 
6006 26350 Schemes 4582 4903 5246 5613 

6. Grants to Union 

Territories for Central 

and Centrally Sponsored 176 
Schemes 31 33 35 37 40 

73841 
Total• (VJ 12543 13850 14688 15880 11156 

VI Surplus(+)/Deflclt(•) 

_on Revenue Account • -30638 
(lll•IV•V) -8520 -7870 -6480 -49~ 
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ANNEXURE Vll.4 

OVERALL REVENUE ACCOUNT POSITION 
(Para 7.27) 

/Rs. Crore) 

·i;i .s ~ j 
C ' 

/ g' ~ 
., 5 - m 
:, - =-•ca. ., u - .., 

., ·- .! 0 !! .E ~; C E 0 ~;;i~., ~ 
uu,... 

i -~ Ji ., ·-
::, 

11.;J!o,~: 
., :, i5 L: ·- :, - C 

e- > E C 21 ., ; 5 ~ -c ., i 3: 
::, "i O ; a. ., - m ·c .g jg .2 -~ - ; ::, :E. .. :j '7"~ - J! -I ;;; 
!s S i- .,_o-,, '- 0 .!! e- ·- ~ -0 ; 0 .2l 
.,, = go- C !s lii ~ I!! a. :I =>~cgt! C : 21 ::, -~ .~ 

., ~ ·:::::; ::, ::, 

c5 - &: -~ -~"'~ a < .,-ug"' - _, C 

~t ., - ., 
c~ - "' i~,,;E~ !! ~ - .=! I!! 

~ li :I g-"~~::~ 
., a. ., 

~ §. 
C ., :;j in - - :z: 

.t,-= ail zi~!!~a 0, C >"'0>-oX. ~ ~·E -., i;~ £::.:~i; - ,.._ 
((II "- V 

Cl. ., C!J N 

~ PRADESH • 
990-

91 - 473.98 1048.45 574.47 581.65 151.52 144.34 46.07 190.41 

1 . 459.81 1167.24 707.43 622.46 170.46 255.43 54.60 310.03 
1991•92 . 446.96 1299.77 852.81 666.03 189.40 376.18 66.54 442.72 

:::: • 432.67 1447.53 1014.86 712.61 208.34 510.59 78.49 589.08 

1994-95 • 472.83 1612.48 1139.65 762.45 227.28 604.48 95.55 700.03 

1990-95 • 2286.25 6575.47 4289.22 3345.20 947.00 1891 .02 341.25 2232.27 

51ate: BIHAR 

1990-91 -1360.17 1541 .53 181.36 877.30 202.72 • 493.22 185.53 • 307.69 

1991-92 -1350.17 1716.45 366.28 938.86 2·20.os • 344.52 219.88 • 124.64 

1992-93 - 1400.45 1911 .58 511.13 1004.58 253.40 • 240.05 267.98 27.93 

1193-94 - 1453.42 2129.12 675.70 1074.84 278.74 - 120.40 316.08 195.68 

1994-95 -1531.17 2371.85 84·0.68 1150.02 304.08 - 5.26 384.80 379.54 

1990•95 • 7095.38 9670.53 2575.15 5045.60 1267.00 - 1203.45 1374.27 170.82 

Slate:GUJARAT 

1990-91 • 44.22 542.28 498.06 309.36 69.60 258.30 258.30 
1991-92 27.41 603.20 630.61 331.06 78.30 377.85 377.85 
1992-93 106.03 671 .11 777.14 354.24' 87.00 509.90 509.90 
1993-94 203.32 746.80 950.12 379.02 95.70 666.80 666.80 
1994-95 270.72 831.~9 1 f02.01 405.52 104.40 800.89 800.89 
1990-95 563.26 3394.68 3957.94 1779.20 435.00 2613.74 2613.74 

S!ate:HARYANA 

1990-91 158.57 180.24 ;338.81 146.82 34.88 226.87 226.87 
1991-92 206.81 200.71 407.52 157."12 39.24 289.64 289.64 
1992.93 256.45 223.55 480.00 168.12 43.60 355.48 355.48 
1993.94 337.42 249.04 586.46 179.88 47.96 454.54 454.54 
1994-95 
1990.95 

414.75 277.52 692.27 192.46 52.32 552.13 552.13 
1374.00 1131.06 2505.06 844.40 218.00 1878.66 1878.66 

State:KARNATAKA 

1990.91 ·19.21 631 .32 612.11 383.64 76.16 304.63 304.63 
1991.92 
1992.93 54.37 703.09 757.46 410.56 85.68 432 .. 58 432.58 

199J.94 137.29 783.14" 920.43 439.29 95.20 576.34 576.34 

1994-95 231.71 872.40 1104.11 470.02 104.72 738.81 738.81 

1990.95 304.61 972.07 1276.68 502.89 114.24 888.03 888.03 
708.77 3962.02 4670.79 2206.40 476.00 2940:39 2940.39 

Slate:KERAI-A 

1990.9, 
77.76 - 275.15 1991.92 • 590.43 465.64 - 124.79 228.12 55.69 - 219.46 

1992.93 • 605.13 518.29 - 86.84 244.13 87.48 • 243.49 66.01 - 177.48 
199J.94 • 580.62 577.03 -3.59 261 .22 97.20 - 167.61 80.45 - 87.16 
1994-95 • 574.19 642.53 68.34 279.49 106.92 - 104.23 94.88 -9.35 
199Q.95 • 566.44 715.61 149.17 299.04 116.64 - 33.23 115.51 82.28 

State• J.1A • 291 6.81 2919.1 o 2.29 1312.00 486.00 • 823.71 412.54 -411 .17 

• DHYA PRADESH 
;:0.9, 

·932.07 109.43 613.57 150.72 -353.42 141 .45 i:t:: 1041 .50 -211 .97 
·984.s9 1159.75 175.16 656.62 169.56 -311.90 167.65 -144.25 

119!·94 
·1044.31 1291 .65 247.34 702.59 188.40 -266.85 204.32 -62.53 
-1111 _95 1438.73 326.77 751.72 207.24 -217.71 241.00 1990·95 -1233_57 

23.29 
·95 1602.85 369.28 804.30 226.08 -208.94 293.39 84.45 

·53os.5o 6534.48 1227.98 3528.80 '942.00 -1358.82 1047.81 -311 .01 
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fRs. Crore) 
·E C B ~ ~ "--• -;~;o. .. 0 .. 

ff: "- 0 .., 1 !! ! ] 8 -E ~ !l c;! .£ ;- ; CE Q ., : C < ";:; 
. ::, 

~i ., g11• ' 
~~1 

I ~'ii!~. > .Ii .. -~ :::, ·s: - • • . 
l~l e- t !! Ii 

~ ..s ~ ., e- --: ~. .., 
nJ 

,§ :, 7' - -
0 "ii ::, § C C ~ C il I, ., - 0 ~ ~ 

i Q. -2 ., ... . "Q 2 ::, 

!2j ! of~ li 
C § IO :!, 

CI.; i E~ iii ..!! - • C 

~1 ell Q.u,:,_,._ ' .... .., .. "' - e-c=J=5fi ~~ GIi - ~ C ,c; ~ ,.._ 
~;! 

Year 
i~,,!o.D a: ...!.,.. -- ca 4' c,,_. a..~ a.. • -State: MAHARASHTRA 

1990-91 597.73 968.41 1566.14 618.23 120.48 1068.39 
1068.39 1991-92 831 .05 1074.88 1905,93 661.61 135.54 1379.86 
1379.86 1992-93 1084.35 1193,60 2277.95 707,92 150.60 1720.63 1720.63 1993-94 1363.55 1325.91 2689,46 757.43 165.66 2097.69 
2097.69 1994-95 1612.52 1473.56 3086.08 810.41 180.72 2456.39 
2456.39 1990-95 5489.20 6036.36 11525.56 3555.60 753.00 8722.96 
8722.96 State: ORISSA 

1990-91 -803.71 677.52 -126.19 278.55 78.88 -325.86 146.20 -179.66 1991-92 -870.46 755.46 -115.00 298.09 88.74 -324.35 173.28 -151 .07 1992-93 -945:05 842,61 -102.44 318.96 98.60 -322.80 211.18 -111 .62 1993-94 -1028.16 939.82 -88.34 341.26 108.46 -321 .14 249.09 -72.05 1994-95 -1144.91 1048.40 -96.51 365.14 118.32 -343.33 303.23 -40, 10 1990-95 -4792.29 4263.81 -528.48 1602.00 493.00 -1637.48 1082.98 -554.50 State: PUNJAB 

1990-91 -204.50 241 .79 37.29 161.01 41 .28 -82.44 7.28 -75.16 
1991-92 -109.50 269.07 159.57 172.30 46.44 33.71 8.63 42.34 
1992-93 -25.91 299'.51 273.60 184.37 51 .60 140.83 10.51 151 .34 
1993-94 64.77 333.46 398.23 197.26 56.76 257.73 12.40 270.13 
1994-95 160.37 371.39 531 .76 211.06 61.92 382.62 15.09 397.71 
1990-95 -114.77 1515.22 1400.45 926.00 258.00 732.45 53.91 786.36 State: RAJASTHAN 

1990-91 -849.67 734.25 -115.42 429.96 88.32 -457.06 195.32 -261 .74 
1991-92 -921 .23 818.11 -103.12 460:13 99.36 -463.89 231.49 -232.40 
1992-93 -1002.75 911 .85 -90.90 492.33 110.40 -472.83 282.12 -190.71 
1993-94 ·1095.00 1016.42 -78.58 526.77 121.44 -483.91 332.76 -151.15 
1994-95 -1231.57 1133.20 -98.37 563.61 132.48 -529.50 405.10 -124.40 
1990-95 -5100.22 4613.83 -486.39 2472.80 552.00 -2407.19 1446.79 -960.40 State: TAMIL NADU 

1990-91 -582.49 958.58 376.09 426.69 103.68 53.08 5.91 58.99 
1991-92 -477.13 1066.90 589.77 456.63 116.64 249.78 7.01 256.79 
1992-93 ·352.87 1187.70 834.83 488.59 129.60 475.84 8.54 484.38 
1993-94 -208.88 1322.36 1114.08 522.76 142.56 733.88 10.07 743.95 
1994-95 -91 .35 1472.62 1381.27 559.33 155.52 977.46 12.26 989.72 
1990-95 -1712.72 6008.16 4296.04 2454.00 648.00 2490.04 43.79 2533.83 State: UTTAR PRADESH 

1990-91 -2377.83 2211 .78 ·166.05 1332.57 302.56 ·1196.06 436.74 -759.32 
1991-92 -2570.42 2462.76 -107.66 1426,08 340.38 · 1193.36 517.62 -675.74 
1992-93 -2790.64 2742.89 -47.75 1525.90 378.20 ·1195.45 630.84 -564.61 
1993-94 -3840.95 3055.23 14.28 1632.63 416.82 -1202.33 744.07 -458.26 
1994-95 -3445.38 3403.88 -41 .42 1746.82 453.84 -1334.40 905.83 -428.57 
1990-95 -14225.14 13876.54 -348.60 7664.00 1891.00 ·6121 .60 3235.10 -2886.50 State: WEST BENGAL 

1990-91 -1076.42 998,51 -77.91 567.53 101.44 -544.00 134.82 -409.18 
1991-92 -1014.91 1111 .53 96.62 607.35 114.12 -396.61 159.78 -236.83 
1992-93 -988.16 1237.58 249.42 649.86 126.80 ·273.64 194.74 -78.90 
1993-94 -853.26 1378.14 524.88 695.31 139.48 ·30.95 229.69 198.74 
1994-95 -746.23 1534.99 788.76 743.95 152.16 196.97 279.62 476.59 
1990-95 -4678.98 6260.75 1581 .77 3264.00 634.00 · 1048,23 998.65 -49.58 State: ASSAM 

1990-91 - 634.73 471 .50 • 163.23 327.05 205:23 
205.61 . 79,44 

1991-92 • 655.34 525.89 • 129.45 349.94 225.75 • 285.05 
. 73,96 

1992-93 - 698.44 586.78 - 111 .66 374.43 - 253.64 179.68 _ 64,90 
1993-94 - 743.96 654,74 - 89.22 400.64 

248.32 • 237.77 172.87 _ 55,28 273.16 
1994-95 - 797.42 730.66 • 66.76 428.69 300.47 • 216.70 161 .42 _ 40,33 1990-95 • 3529.89 2969.57 • 560.32 - 194.98 154.65 . 313,91 1880.75 1252.93 • 1188.14 874.23 
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1990•111 - 87.15 53.49 - 33.66 32.26 33.00 - 32.92 33.66 0.74 

1991-92 - 93.09 59.78 - 33.31 34.52 36.30 - 31 .53 33.31 1.78 

1192-93 . 99.92 66.86 - 33.06 36.94 39.93 - 30.07 33.06 
- 107.66 74.78 

2.99 
1193-114 • 32.88 39.52 43.92 - 28.48 32.88 4.40 

1194-115 • 117.30 83.63 - 33.67 42.29 48.32 - 27.64 33.67 6.03 

1990-115 - 505.12 338.54 • 166.58 185.53 201.47 - 150.64 166.58 15.94 

5111,: JAMMU AND KASHMIR 

1990-111 • 559.38 350.19 -209.19 186.18 171 .02 - 224.35 210.99 - 13.36 

1991-112 • 602.96 391 .49 • 211.47 199.21 188.12 - 222.56 213.60 - 8.96 

1992-113 - 659.67 437.91 - 221.76 213.16 206.93 - 227.99 224.35 - 3.64 

1993-114 • 707.64 489.83 - 217.81 228.08 227.62 - 218.27 220.87 2.60 

1994-115 -770.79 547.90 • 222.89 244.04 250.39 • 216.54 226.61 10.07 

19110-115 - 3300.44 2217.32 • 1083.12 1070.67 1044.08 - 1109.71 1096.42 - 13.29 

Sllti: ARUNACHAL PRADESH 

1990-91 - 140.35 82.70 - 57.65 55.81 146.20 32.74 57.65 90.39 

19111-112 -151.97 92.52 • 59.45 59.72 168.13 48.96 59.45 108.41 

1992-113 - 164.35 103.59 -60.76 63.90 193.35 68.69 60.76 129.45 

1993-114 • 177.45 115.97 • 61 .48 68.37 222.35 92.50 61 .48 153.98 

1994-95 • 193.26 129.81 - 63.45 73.16 255.70 119.09 63.45 182.54 

1990-95 • 827.38 524.59 - 302.79 320.96 985.73 361 .98 302.79 664.n 

Slate: HIMACHAL PRADESH 

1990-91 - 314.44 200.69 - 113.75 142.30 197.65 • 58.40 113. 75 55.35 

1991-112 • 333.93 224.26 - 109.67 152.26 227.30 • 34.63 109.67 75.04 

1992-93 • 355.24 250.74 • 104.50 162.92 261.39 • 6.03 104.50 98.47 

1993-114 • 378.64 280.32 - 98.32 174.32 300.60 27.96 98.32 126.28 

1994-95 • 410.27 313.42 - 96.85 186.53 345.69 62.31 96.85 159.16 

1990-95 • 1792.52 1269.43 • 523.09 818.33 1332.63 - 8.79 523.09 514.30 

State: MANIPUR 

1990-111 ·18694 112.02 - 74.92 51 .01 139.44 13.51 74.92 88.43 

1991-112 . 200'20 125.30 - 74.90 54.58 160.35 30.87 74.90 105.77 

1992-93 • 214:63 140.23 - 74.40 58.40 184.41 51 .61 74.40 126.01 

993-94 . 230 24 156.92 - 73.32 62.49 212.07 76.26 73.32 149.58 

1994-95 • 66.86 243.88 102.91 74.1 1 177.02 
175.60 - 74.11 

1990 9 
I • 249. 71 293.34 940.15 275.16 371.65 646.81 

• 5 • 1081.72 710.07 - 371.65 

State: MEGHALA YA 

1990-91 - 58.88 64.75 134.35 10.72 58.88 69.68 

1991-112 
• 147.85 88.17 

- 50.32 69.28 154.51 34.91 50.32 85.23 

1992.93 
• 148.89 98.57 

- 51.27 74.13 177.68 52.28 51.27 103.55 

1993.94 · 161.51 110.24 
- 48.54 79.32 204.34 76.48 48.54 125.02 

1994-95 ·1 71.85 123.31 
• 47.17 84.87 234.99 102.95 47.17 150.12 

1990.95 • 185.09 137.92 
. 256.18 372.35 905.87 277.34 256.18 533.52 

• 814.39 558.21 

Stat . 8·'-'IZORAM 
1990.9, 62.08 86.80 • 50.03 74.75 24.72 

1991.92 • 175.21 100.46 - 74.75 66.43 99.82 - 42.83 76.22 33.39 

i~t:: • 188.63 112.41 - 76.22 71.08 114'.80 • 32.44 76.16 43.72 

• 202.04 125.88 • 76.16 76.05 132.01 • 20.47 76.43 55.96 

1994-9 • 217.36 140.93 . 76.43 81 .38 151 .82 - 5.79 76.23 70.44 

1990.9: • 234.02 157.79 - 76.23 
357.02 585.25 - 151.56 379.79 228.23 

• 1017.26 637.47 . 379.79 
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State: NAGALAND 

1990-91 • 215.55 123.29 -92.26 66.37 108.73 -49.90 92.26 42.36 
1991-92 -230.39 137.91 -92.48 71 .02 125.04 -38.46 92.48 54.02 
1992-93 -248.28 154.40 -93.88 75.99 143.80 -26.07 93.88 67.81 
1993-94 -263.36 172.82 -90.54 81 .31 165.37 -6.48 90.54 84.06 
1994-95 -282.97 193.46 -89.51 87.00 190.17 13.66 89.51 103.1 7 
1990-95 -1240.55 781.88 -458.67 381 .69 733.11 -1 07.25 458.67 351 .42 

State: SIKKIM 

1990-91 -42.24 24.65 -17.59 40.55 62.65 4.51 17.59 22.10 
1991-92 -44.94 27.57 -17.37 43.39 72.05 11.29 17.37 28.66 
1992-93 -47.88 30.85 -17.03 46.43 82.86 19.40 17.03 36.43 
1993-94 -51 .03 34.53 -16.50 49.68 95.29 29.11 16.50 45.61 
1994-95 -54.84 38.65 -16.19 53.16 109.58 40.23 16.19 56.42 
1990-95 -240.93 156.25 -84.68 233.21 422.43 104.54 84.68 189.22 

State: TRI PURA 

1990-91 -252.23 151 .04 -101.19 114.09 149.01 -66.27 101 .19 34.92 
1991-92 -270.13 168.86 -101.27 122.08 171.36 -51 .99 101.27 49.28 
1992-93 -285.47 188.1}5 -96.52 130.63 197.06 -30.09 96.52 66.43 
1993-94 -298.61 211 .36 -87.25 139.77 226.62 -0.40 87.25 86.85 
1994-95 -316.23 236.45 -79.78 149.55 260.61 31 .28 79.78 111.06 
1990-95 -1422.67 956.66 -466.01 656.12 1004.66 -117.47 466.01 348.54 

' ANNEXURE IX.1 
(Para 9.4) 

COMPOSITION OF STATE GOVERNMENTS DEBT AS ON 31 .03.1989 
(Rs. Crore) 

Central Market Ways and Loans from Provident Reserve Total 
Loans Loans & Means Banks & Funds Funds& 

States Bonds Advance Other Deposits 
from RBI Institutions 

Andhra Pradesh 3349.01 1092.89 -2.00 143.95 509.94 948.34 6042.13 
ArunachalPradesh 334.57 3.00 6.50 363.27 
Assam 2711.37 180.73 -0.83 26.33 99.81 123.37 3140.78 
Bihar 4055.00 849.44 0.78 98.21 1373.91 281.83 7159.17 
Goa 567.59 5.60 5.50 41.37 620.06 
Gujarat 3455.38 472.18 83.08 596.63 1150.92 5758.19 
Haryana 1209.25 278.68 103.16 418.84 154.70 2164.63 
Himachal Pradesh 500.64 66.24 24.08 182.31 28.75 802.02 

1 
Jammu & Kashnir 2015.13 101.10 38.23 267.70 2422.16 
Karnataka 2301 .01 597.84 120.51 578.12 405.62 4003.10 
Kerala 1682.07 c:; 578.62 3.44 107.27 760.01 164.11 3295.52 

• Madhya Pradesh 3091.69 . ·, 355.39 125.58 1539.27 540.58 5652.51 

~ 
Maharashtra 5859.44 ., 560.87 156.82 1029.91 1350.90 8957.94 
Manipur 145.32 56.41 16.86 37.88 38.82 295.29 
Meghalaya 89.53 25.31 9.36 18.53 10.29 153.02 
Mizoram 188.42 1.70 0.75 190.87 
Nagaland 132.99 77.16 40.49 71 .37 10.77 332.78 
Orissa 1995.30 652.11 88.88 563.04 291.86 3591.19 
Punjab 3774.25 257.36 188.95 443.31 130.38 4794.25 
Rajasthan 3282.10 779.99 91 .37 808.59 559.64 5521.69 
Sikkam 45.36 4.26 16.14 8.28 74.04 
Tamilnadu 2495.43 735.82 121 .19 319.17 746.70 4418.31 
Tripura 119.01 58.84 4·1.55 31.90 49.42 300.72 
Uttar Pradesh 7603.70 1949.55 238.36 837.74 2171 .77 12801.12 
West Bental 4548.36 671.98 37.85 138.27 590.25 619.30 6606.01 
TOTAL 56051 .92 10411.37 39.24 2032.34 11147.83 9778.07 89460.77 

SOURCE:- Forecasts of the State Governments 
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(Para9.6) 

Outstandlngs Of Central Loans As At The End Of 1988-89 
(Rs. Crore) 

Stales Loans Consolldaled By Previous Small Savings Plan Rellel And Loans lo Loans to Droogh1 Special Shon•term Loana 101' Hoo•lng N.S.S. Loana to Loan lor o,i,., T""'1 

Finance Commissions Loans Loans Rehabllila- Clear Cover Loans Loans a Loans For Modemisa· Loans for G0lcl- Hlrakud Loom•• Loom 

tion Loans Overdrahs Gap In Agrlcuftural satlonOI A.I.$ amltt. Projec:I 
15Year 20 Year 25 Year 30Year Received Received Resources tnpu11 PoUce Ofllcers 
Loans Loans Loans Loans Up to from F0<ce 

1978-79 1979-89 

1. Andhra 
Pradesh 1236.05 49.97 811 .71 1175.15 2.71 51.74 5.02 5.00 1.68 0.51 8.42 1.05 3349.01 

2. Arunachal 
Pradesh 1.69 276.68 56.20 334.57 

3. Assam 746.03 51 .51 399.33 1416.84 93.26 1.59 0.79 0.56 1.46 2711 .37 

4. Bihar 1309.57 185.73 1479.68 1489.50 0.42 34.99 17.50 11.00 1.50 2.44 1.79 20.88 4555.00 

5. Goa 25.16 468.77 73.49 0.17 567.59 

6. Gujarat 255.38 29().35 102.85 1846.52 726.67 15.45 165.31 77.81 1.58 1.00 2.46 3455.38 

7. Haryana 25.32 146.54 117.60 48.18 484.57 358.31 22.72 4.81 0.31 0.44 0.45 1209.25 

8. Hlimachal 
Pradesh 74.46 21 .78 228.82 152.23 19.05 2.80 0.52 0.84 0.14 500.64 

9. Jammu And 
Kashmir 685.28 45.74 124.06 1157.15 1.95 0.62 0.13 0.20 2015.13 00 

10. Karnataka 133.47 269.21 1.60 2301.01 
(0 

114.41 75.21 975.52 658.75 56.28 5.05 6.00 0.70 0.19 4.62 
11. Kerala 281.86 252.03 23.70 317.32 722.98 0.21 68.91 10.08 1.05 0.41 3.51 0.01 1682.07 
12. Madhya 

Pradesh 21 .18 912.09 73.01 771 .47 1205.82 10.91 83.62 6.00 1.73 0.86 4.70 0.30 3091 .69 
13. Maharashtra 500.21 305.13 • 272.28 3583.24 1176.34 0.14 6.07 4.85 1.62 1.43 7.88 0.25 5859.44 
14. Manipur 47.03 0.47 4.92 48.70 43.64 0.23 0.27 0.05 0.01 145.32 
15. Meghalaya 16.54 1.33 23.16 39.33 8.21 0.50 0.25 0.21 89.53 
16. Mizoram 143.86 43.89 0.67 188.42 
17. Nagaland 23.03 0.60 4.87 68.89 19.97 15.39 .0.23 0.01 132.99 
18 Orissa 756.27 49.10 296.93 782.42 19.13 5.00 1.05 0.46 4.14 80.80 1995.30 
19. Punjab 112.71 146.87 47.10 788.60 347.40 28.53 2300.91 1.51 0.57 0.05 3774.25 
20. Rajasthan 1010.46 50.90 680.01 1132.62 31 .30 17.67 20.87 324.35 8.00 1.50 0.95 3.26 0.21 3282.10 
21. Sikkim 14.27 2.90 27.42 0.30 0.19 0.15 0.12 0.01 45.36 
22. Tamil 

Nadu 494.34 98.57 123.03 714.96 1016.44 2.94 20.90 2.57 1.13 7.05 13.50 2495.43 
23. Tripura 14.40 7.68 1.40 26.82 52.80 15.36 0.30 0.21 0.02 0.02 119.01 
24. Uttar 

Pradesh 1951.90 310.84 2499.60 2662.24 0.37 77.6a 21.00 2.15 60.00 2.22 2.53 12.21 0.80 0.22 7603.70 
25. West 

Bengal 108.00 503.38 370.30 315.96 2402.49 647.93 1.85 66.24 13.05 1.55 0.79 5.53 0.15 111.14 4548.36 
--

TOTAL 1650.61 430.48 2883.68 8357.15 1850.69 18494.35 17955.24 39.94 696.65 248.34 519.57 2384.53 199.76 24.58 16.13 67.16 2.27 80.80 149.99 seo51.92 

. Refers to Bhopal Gas Tragedy for Madhya Pradesh .. SOURCE: Forecasts of For Bihar includes Rs. 19. 77 crore for Kosi Project; for West Bengal includes Rs . 
108.33 crore for Second Bridge over Hoogly. the State Governments 
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ANNEXURE IX.3 
(Para 9.6) 

Repayment Of Central Loans During 1990-95 On Existing Basis 
(Rs. Crore) 

St0!8' Loan, Conaolda1ad By f'rwwlous Small Savings Plan RellefAnd """" LOMt Drought - ....,. Hou1lng Loaa - T"'1 
FlnanoeComrnllllona 

"""" '""" Rahabillta• to to """" ...... Fer , .... Fo, i.... 
1sYw 20v.., 25 y..,. 30 y.., A..iv.l Received lion """' ""'"' M-• Fer Hl<alwd 
looro , .... Loaao """" ~IO - """' o,.,. ""''" - A.LS. -1978-79 1979-BQ drafta ...... ,. of Poke otnmra 

""' Foroo 
1. Andhra 

Pradesh 237.66 16.65 146.05 446.10 
2. Arunachal 1.25 2.09 0.37 0.30 850.47 

Pradesh 0.13 125.32 
3. Assam 143.48 18.10 70.95 528.84 41.13 166.58 
4. Bihar 251.85 58.05 257.75 565.44 50.98 0.35 0.45 0.52 811.67 
5. Goa 1.22 201.49 12.50 0.35 1.49 8.58 1156.01 
6. Gujarat 119.30 65.10 :W.30 311.55 289.95 53.47 0.03 256.21 
7. Haryana 2028 :W.90 29.45 15.05 95.55 139.07 63.58 0.35 0.60 884.71 
8. Himachal 1.85 0.09 0.26 336.50 

Pradesh 14.32 6.81 37.78 52.38 
9. ammu and 14.n 1.08 0.11 0.47 127.72 

Kashmir 131.10 4.05 26.42 436.24 
10, Karnataka 106.78 84.13 28.l!O 24.14 124.51 271.44 0.18 0.05 598.74 
11. Kerala 87.11 63.03 10.18 55.17 269.97 2.08 0.17 0.12 0.38 642.33 
12. Madhya 0.13 3.88 0.22 028 469.93 

Pradesh 16.94 197.40 23.85 124.05 453.67 
13, Maharashtra 248.35 78.28 88,82 637.42 448.83 83.62 0,45 0.58 O.OS 000.41 
14. Manipur 9.07 0.14 0,99 18.30 0.37 0.84 1498.71 
15. Meghalaya 3.19 0.42 4.02 14.71 34.01 0.04 0.17 62.72 
16. Mizoram 63.02 6.57 0.06 0.18 29.13 

17. Nagaland 4.44 0.15 0,88 25.66 28.29 0.19 92.50 
18. Orissa l45.44 15.34 49.71 290.47 13.78 10.42 0.07 0.01 55.42 
19. Punjab 90.17 45.IIO 1-4.11 119.59 137.2& 0.23 0.33 8.10 509.62 
20. Rajasthan 1114.33 16.22 11243 408.86 788.95 0.32 0.38 1174.66 
21. Sikkim 2.75 0.44 10.24 11.00 10.44 123.53 0.33 0.57 0.10 an.a, 
22. Tamil Nadu 275.78 24.6' 39.14 128.68 375.72 0.02 0.10 13.55 
23. Tripura 4.50 1.93 0,63 4.32 20.17 0.55 0.69 6.75 851.95 
24. Uttar 12.29 0.05 0.01 43.90 

Pradesh 484.73 99.63 400.14 1~.44 
25. West 15.00 0.63 0.49 1.58 0.11 2015.95 

Bengal 86.40 119,85 92.57 100.96 433.18 237.27 

o.:w 0.48 30.34 1101.39 
TOTAL - 13U3 •.st 1717.33 5IUI 3142.14 1861■ 12.38 132.40 172.25 118.88850.57 15.M .... &10 47.02 15528.59 

SOURCE: Forecasts Of Sratt1 Gowmments. 

ANNEXURE IX.4 

Ratio Of Repayments Of Prlnclpal To Fresh Loans From Centre 
(Para9.18 

States 1987-88 1988-89 1989-90 States 1987-88 1988-89 1989-90 
(R.E.) (B.E.) R.E.) (B.E.) 

1. Andhra Pradesh 41.78 42.88 39.88 14. Manipur 96.00 71.90 85.20 
2. Arunachal Pradesh 94.78 114.88 116.38 15. Meghalaya 29.70 45.30 53.50 
3. Assam 27.28 38.68 37.90 16. Mizoram 80.20 30.30 29.60 
4. Bihar 41.20 39.80 42.20 17. Nagaland 70.30 67.18 103.50 5. Goa 21.20 45.40 44.70 18. Orissa 35.20 31.80 32.80 
6. Gujarat 24.20 28.20 29.60 19. Punjab 18.20 15.00 18.20 
7. Haryana 53.80 45.10 42.40 20. Rajasthan 48.40 39.00 48.10 
8. Himachal Pradesh 17.70 23.90 23.40 21. Sikkim 20.80 27.70 34.20 9. Jammu and Kashmir 26.20 19.30 28.40 22. TamilNadu 48.30 41.30 41.30 

10. Karnataka 53.50 58.78 42.20 23. Tripura 45.80 19.10 21.20 11. Kerala 60.10 59.10 53.20 24. Uttar Pradesh 30.90 24.30 24.70 
12. Madhya Pradesh 35.30 33.40 38.50 25. West Bengal 65.60 e43.10 28.58 
13. Maharashtra 25.00 25.30 24.00 TOTAL 35.48 32.90 31.80 
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ANNEXURE IX.5 

General Debt Relelf Scheme for State Plan Loans 
(Para 9.26) 

Category/States Outstanding Repayments Revised Debt Relief Obtstanding Annual 
Balance as Durini Repayments Balance as Repayments 
on31.03.1990 1980- 5 During 1990--95 on31.03.95 During 1995_~2005 

Category I 
1. TamilNadu 841.89 343.10 308.79 34.31 533.10 53.31 
2. Madhya Pradesh 953.42 391.00 351.90 39.10 601.52 60.15 
3. Maharashtra 977.40 404.12 363.71 40.41 613.69 61.37 
4. Andhra Pradesh 1008.02 416.49 374.84 41.65 633.18 63.32 
5. Oissa 707.99 288.92 258.23 28.69 449.76 44.98 
6. Kamataka 579.52 242.11 217.90 24.21 361.62 36.16 
TOTAL·I 5068.24 2083.74 1875.37 208.37 3192.87 319.29 

CATEGORY II 
1. Uttar Pradesh 2367.02 947.59 876.51 71.08 1498.51 149.05 
2. Flajaslhan 668.97 272.51 252.06 20.45 416.91 41.69 
3. GuJarat 623.50 . 254.80 235.69 19.11 387.81 38.78 
TOTAL-II 3659.49 1474.90 1364.26 110.64 2295.23 229.52 

CATEGORYIII 
1. Kerala 613.86 251.16 238.61 12.55 375.25 37.52 
2. Haryana 288.58 122.20 116.09 6.11 172.49 17.25 
3. Punjab 299.54 129.04 122.59 6.45 176.95 17.70 
4. Bihar 1346.55 552.85 525.21 27.64 821.34 82.13 
5. Wesh Bengal 568.12 224.91 213.66 11.25 354.46 35.45 
TOTAL• Hf 3116.65 1280.16 1216.16 64.00 1900.49 190.05 

CATEGORY IV 
1. Arunachal Pradesh 22.33 8.24 7.41 0.83 14.92 1.49 
2. Assam 1205.17 496.89 447.20 49.69 747.97 75.80 
3. Goa· 147.45 55.19 49.67 5.52 97.78 9.78 
4. Himachal Pradesh 86.45 34.90 31.41 3.49 55.04 5.50 
5. Jammu and Kashmir 1066.86 432.52 389.27 43.25 677.59 67.76 
6. Manipur 39.73 16.11 14.50 1.61 25.23 2.52 
7. t.leghalaya 32.23 13.06 11.76 1.30 20.47 2.05 
8. Mzoram 13.39 5.22 4.70 0.52 8.69 0.87 
9. ~ 53.58 21.83 19.65 2.18 33.93 3.39 
10. 23.17 9.50 8.55 0.95 14.62 1.46 
11. Tripura 43.43 17.71 15.94 1.77 27.49 2.75 
TOTAL·IV 2733.79 1111.17 1000.86 111.11 1733.73 173.37 
Total AR SlatH (I to IV) 14578.17 5949-97 5455.85 494.12 9t22.32 912.23 

• Loans sanctioned In 1987-89 only were considsred. 

ANNEXURE IX.6 

Summary of Debt Relief During 1990-95 
(Para 9.28) 

(Rs. Crore) 

States Loan of Drought Loans Loans for Releif on Loans Total 
Eesdtwhile Bhopal Gas For State 
UTs Leak Tragedy Plan Scheme 

1. Andhra ,Pradesh 2.09 41.65 43.74 
2. Arunachal Pradesh 116.48 0.83 117.31 
3. -'!ssam 49.69 49.69 
4. Bihar 27.64 27.64 
5. Goa 23.32 5.52 28.84 

' 6. Gujarat 63.56 19.11 82.67 
7. Haryana 1.85 6.11 7.96 
8. Himachal Pradesh 1.08 3.49 4.57 
9. Jammu and Kashmir 43.25 43.25 
10. Karnataka 2.06 24.21 26.27 
11. Kerala 3.88 12.55 16.43 
12. Madhya Pradesh 91.62 39.10 130.72 
13. Maharashtra 40.41 40.41 
14. Manipur 1.61 1 .61 
15. Meghalaya 1.30 1.30 
16. Mizoram 51.20 0.52 51.72 
17. Nagaland 2.18 2.18 
18. Orissa. 28.69 28.69 
19. Punjab 6.45 6.45 
20. Rajaslhan 123.53 20.45 143.98 
21. Sikkim 0.95 0.95 
22. Tami!Nadu 34.31 34.31 
23. Tripura 1.77 1.77 
24. Uttar Pradesh 0.83 71.08 71.911 
25. West Bengal 11.25 11.25 

TOTAL 191.00 198.88 91.62 494.12 975.62 
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APPENDIX -1 

Lisi Of Organisations And lndlvlduals Who Submitted Memoranda To The Finance Commlaalon 

And hra Pradesh 
1. Shri M.S.N. SWl'ffly, PAD, S.O. Bobbili 

Manda!, Vijayanagaram District. Andhra 
Pradesh-532568. 

2. Shri V.K. Parigi, Secretary, Consumer 
Edueation Centre, No. 4, Sesha Vila, 
3-6-293, Firs1 Floor, Hyderabad-500029. 

3. Shri Vavilala Gopalakrishnayya, 
FormerM.LA., (SUbmitted 
Settenapalli-522403. 1wo 

4. Dr. Y. Sivaji, Yalamanchili, 
Guntur-522006. 

Memoranda) 

5. Shri A.O. Prasad, C/o S.G. Narayana, 
H.No, V36, Zeerangi Pe1 Street, Adoni, 
District Kumool-518301. 

6. Shri P. Janardhana Reddy, MLA, City 
Congress Committee, Tilak Road, Sultan 
Bazar, Hyde,abad. 

7. Indian Union Muslim League, A.P. General 
Secrelary, IMUL 5-8-548/D, Arastu 
Complex, Abids, Hydarabad • 500001. 

Assam 
8. Shri Harinath. 

General Secretary, 
Assam Slate Employees' 
Federation, Clo Cotton 
College, Guwahati-78I00I. 

(Submitted 
1wo 

Memoranda) 

9. Shri D.P. Barooah, Vice Chancellor, 
Gauhali University, Guwahatl. 

10. Shri G.C. Pukhan, Retired Financial 
Commissioner Government of Assam, 
Guwahati. 

11. Shri K.C. Baruah, IAS (Retired) Kharghuli, 
Guwahati. 

12. Shri J.N. Das, Ex-Vice Chancellor, 
Dibrugarh University and Presently 
Director, Law Research Institute, Guwahati 
fjigh Court, Guwahati. 

13. Dr. Jayanla Rongpi, Chief Executive 
Member, Karbi Ang long District Council, 
Diphu. 

14. Shri G.C, Langthasa, Chief Executive 
Member, North Cachar Hills Autonomous 
District Council, Haflong. 

15. Shri Charan Deka, Secretary General, 
Sadov Asom Karmachari Parishad Central 
Office, Guwahati. 

16. Shri Devakanla Kakati, IPS (Reid.) 
Advocate and Member Law Commission 
and Pay Commission, Assam, Guwahati. 

17. Chief Justice, High Court, Assam 
Guwahati. 

18. Shri S. Deb Roy, Chief Conservator of 
Fores1s(G), Assam, Guwahati. 

19. Shri Ab.II Bora, Minister of Flood Control, 
Government of Assam, Dispur. 

20. Shri Bhrigu Kumar Phukan, Minister of 
Tourism, Government of Assam, Dispur. 

21. Registrar, 
Dibrugam. 

Dibrugarh University, 

22. Agro Economics Research Centre for 
North East India, Assam Agricultural 
University. 

Blhar 
23. Shri Chaturanan Mishra, M.P. (Rajya 

Sabha) 

24. Dr. P.K. Jha, MA, BL, Ph.D.. (SUbmitted 
Professor and Head, two 
Department of Economics, Memoranda) 
L.N. Mithila Unive,sity, 
Darbhanga, Bihar. 

25. Shri Yogendra Prasad Singh, General 
Secrelary, Bihar Sla1e Non-Oazetted 
Employees' Federation, Patna. 

26. Shri Umadhar Prasad Singh, 
M.L.A., Bihar Legislative (SUbmitted 
Asse,nbly, 141, M.L.A. Flats, three 
Water Tower, Patna Memoranda) 

27. Shri Rajo Singh, M.LA, 16, Bailey Road, 
Patna. • 

28. Shri N.K. Prasad, President, Bihar 
PensionerSamaj, North Shreekrishan Puri, 
Patna-13000I3. 

29. Dr. 8. Kumar, Reader in Commerce, Shastri 
Nagar, Dhanbad-132600I. 

30. The General Secrelary, All India Relailers 
Federation Patna - 800003. 

31. Shri K.M. Sehay, Mayor, Patna Municpal 
Corporation, Budh Marg, Patna. 

32, BiharJan Vikas Morcha, Patna, 

33. Shri S.P. Tewary, Chainnan, Bihar Slate 
Gazetted Officers' Federation, Patna. 

34. Shri Atam Dev Singh, Chairman, Action 
Research Institute for Developmental 
Studies, F 98, Srikrishnapuri, Patna. 

Chandigarh 
35. Shri Gian Chand, 1147/8 C, Chandigarh-

160008. 

Deihl 
36. Shri Sukomal Sen, Pviember of Parliament 

(RS) and General Secrelary, All India Slate 
Government Employees' Federation, 2018, 
V.P. House, Rafi Marg, New Delhi­
llOOOI. 

37. Shri E.M.S. Namboodripad 14, Ashoka 
'Road, New Delhi-110001. 

38. Shri V.L. Gidwani, 15, Mayfair Apartmen1s, 
Mayfair Gardens, Hauz Khas, New Delhi-
1100I6. 

39. Dr. S.K. Singh, Department of Economics, 
A.R.S.D. College, (University of Delhi), 
Dhaula Kuan, New Delhi-ll0021. 

40. Dr. H.L. Bhatia, Department of Economics, 
Shri Ram College of Commerce, University 
of Delhi, Delhi-1I0007. 

41. Dr. K.R.G. Nair, Department of Business 
Economics, University of Delhi, South 
Campus, Benito Juarez Road, New Delhi­
ll002I. 

42. Shri S.K. Agrawala, Secretary, Association 
of Indian Universities, A IV House, 16, Kota 
Marg, New Delhi-110002. 

43. Shri S.S. Ramachandran, Hon. General 
Secretary, All India Central Committee of 
Pensionary Association, Post Box 
No.9913, New Delhi-110064. 

Goa 

44. Sangum Municipal Council, Goa. 

45. Shri J.B. Gonsalves, M.LA., Chairman, 
Goa, Daman and Diu Tourism 
Development Corpn. Ltd., lnte, Slate Bus 
Terminus, Panaji. 

Gujarat 
46. Shri Pranav S. Desai, Anjana P. Desai, A-

48, Shree Rang Villa, Vastrapur, 
Ahmeclabad-38005. 

47. ShriA.N. Jariwala, (Submitted 
Chairman, two 
The SU rat Art Silk Clo1h Memoranda) 
Manufacturers: Association, 
Resham Bhavan, 
Lal Darwaja, Surat-395003. 

48. Dr. 1.M. Trivedi, Prof. and Head, 
Department of Economics, (Submitted 
Bhavnagar University, three 
Gaurishankar Laka Road, Memoranda) 
Bhavnagar-364002. 

49. Dr. Himmat Patel, Professor, Sardar Patel 
University, Vallabh Vidyanagar, (Western 
Railway). 

50. Shri G.C. Baveja, President, Gujarat Civil 
Service Tribunal, Block No. I, 1st floor, 
Sachivalaya, Gandhinagar-3820IO. 

51. Shri Chimanbhai Patel, Leader of 
Opposition, Gujarat Vidhan Sabha, 
Gandhinagar-382OIO. 

52. Shri Sanat Mehta, Fonner Finance 
Minister, Government of Gujarat. 

53. Shri Dinesh Shah, Former Finance and 
Planning Minister of Gujarat and Founder 
Director of Vikas Bharti Institute of Policy 
Studies Research and Futurology, 
Ahmadabad. 

54. Shri Vrajlal M. Dhamonwala, Chairman, 
The South Gujarat Textile Processors' 
Association, Ring Road, Near Sahra 
Darwaja, Surat-395003, 

Haryana 
55. Shri M.L. Sehgal, President. Haryana 

Subordinate Services Federation, Canal 
Colony, Tohana-I26I20, District Hissar. 

56. Shri R.K. Jain, IPS (Reid.), No. P-I4I 
Rajnagar, Ghaziabad. (Through 
Government of Haryana) 

57. Shri B.R. Sharma, Assistant Comptroller 
(BGT), Haryana Agriculture University, 
Hisser. 

Himachal Pradesh 
58. Shri M.K. Desai, M.A., B.Ed., 

Documents Expert, (Submitted two 
Shimla. Memoranda) 

59. Shri Gian Chand Totu, M.LA., Himachal 
Pradesh Asse,nbly, Shimla-I71002. 

60. Shri Kanwar Durga Chand, M.L.A., 
Presiden1 Lok Dal, Set No. 3 and 4, Lytton 
Block, Shimla-I7I00I, 

61. Shri Harbhajan Singh, General Secratary, 
Himachal Pradesh Congress Committee, 
6, The Mall, Shimla-I7IOOI. 

62. Shri Adarsh Kumar, Mayor, Municipal 
Corporation, Shimla-I7I00!. 

63. Shri K.C. Malhotra, Vice-Chancellor, 
Himachal Pradesh University, Shimla­
l7100S. 



64. Shri M.P. Gupta, Dr. Y.S. Parmar 
University of Horticulture and Forestry, 
Solan-I73230. 

65. Representatives of Lahul and Spiti District 
of Himachal Pradesh. 

Jammu and Kashmir 
66. Shri Ghulam Mohi-ud-din 

Punoo, General Seaetary, 
All Jammu and Kashmir 
Low Paid Employees· 
Federation,C/o Khazir 
Manzil Dalgate, 
Srinagar-190001. 

(Submitted 
two 

Memoranda) 

67. Shri Sampat Prakash, President, All 
Jammu and Kashmir Low Paid Govt. 
Employees' Federation, EP 714, Jogi Gate, 
Shahidi Chowk, Jammu Tawi-18000!. 

68. President, All Kashmir Boatmen's Union, 
Ward No. 9, Srinagar (Kashmir), Haad 
Office Dalgate Kohna Khan, Srinagar-
19CXXll. 

69. Shri Vinod Avasthi, General Secretary, 
Federation of Industries and Commerce, 
Raghunath Bazar, Jammu-BOOOOI .. 

70. Kashmir Chamber of Commerce and 
Industries, Residency Road, Srinagar­
I9000I. 

71. Shri G.M. Khan, President, Jammu and 
Kashmir Civil Secretariat - Non Gazetted 
Employee:;' Union, Srinagar. 

72. Shri Abdul Majid Khan, President, All 
Jammu and Kashmir Low Paid Employees' 
Federation, Jain Bazar, Jammu Tawi. 

73. Shri Rajinder Motial, Secretary General, 
Chamber of Commerce and Industries, 
Jammu. 

Karnataka 
74. Shri K.A. Keshava Murthy, President, 

Kamataka State Government Employees' 
Association, Post Box No. 592, Cubbon 
Park, Bangalore-56CX>OI. 

75. Dr. G.R. Gaonkar, M.A., Ph.D., Reader and 
Head, Department of Economics, Dr. A. V. 
Baliga College of Arts and Science, Kumta-
581374. 

76. Dr.(Mrs) Hemlata Rao, Associate 
Professor (Economic Unit), Institute for 
Social and Economic Change, Nagara 
Bhavi P.O., Bangalore-560072. 

77. Shri A.K. Agarwala, President, Aluminium 
Association of India, Post Box No. 1250, 
Science Institute Post Office, Bangalore-
5600I2. 

78. Shri M.T. Krishnappa, President, 
Kamataka State Government, Employees 
Association, Cubbon Park, Bangalore. 

79. Shri C. Valliappa, President, Federation 
of Kamataka Chambers of Commerce 
& Industry, Kempegowda. Road, 
Bangalore - 1. 

80. Shri T.N. Narasimha Murthy, Leader of the 
Opposition, Karnataka Legislative Council 
Vidhana Soudha, Bangalore-1 

81. Communist Party of India, Kamataka State 
Committee, L-56, K.V. Temple Street, 
Sultanpet, Bangalore• 560053. 

82. Shri T.R. Satish Chandran, Director, 
Institute for Social and Economic Change, 
Bangalore. 
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83. Dr. Vinod Vyasulu, Professor and Head, 
Social Services Management Unit, 
Institute for Social and Economic Change, 
Nagara Bhavi P.O. Bangalore - 560072. 

84. Dr. M.V. Nadkami, Professor and Head, 
Ecology Economics Unit, Institute for Social 
and Economic Change, Bangalore -
56007. 

85. Shri M.C. Shanthamurthy, MA, Head of the 
Department of Economics, Sri Jagadguru 
Renuka Charye College of Science and 
Arts, Bangalore • 560009. 

Karala 
86. Shri K.V. Rajendran,General Secretary, 

Federation of State Employees and 
Teachers Organisations, Kerala, N.G.O. 
Union Buttding,Trivanclrum-695033. 

87. Shri Raju V. Johnson, Rio Checkattu, P .0. 
Kalanjoor; District Pathanamthitta, PIN~ 
689694. 

88. Shri D. Unnikrishnan, Hony. Secretary, 
Aged Government Employees' Society, 
Trivandrum. 

89. Dr. N.M. Mohammeda.li, General 
Secretary, Kera la Gazetted Officers' 
Association, Adhyapaka Bhavan Road, 
Trivandrum. 

90. Shri K. V. Devadas, President, Federation 
of State Employees and Teachers 
Organisations, Kerala, N.G.O. Union 
Building,Trivandrum-695033. 

91. Prof. V. Gopalakrishna Kurup, Chairman, 
Kerala Public Service Commission, 
Trivandrum-695004. 

92. Shri M.N.V.G. Adiyodi, Chairman, Joint 
Council of State Service Organisation, 
Centre Office Service Corner, 
Trivandrum. 

93. Shri P.J. Joseph, Chairman, Kerala 
Congress (J) Party, Trivandrum. 

94. Kerala Pradesh Congress Committee (I). 

95. Shri A. Neelalohithadasan Nadar, Minister 
for Sports and Youth Affairs, Trivandrum. 

96. Shri V.J. Thankappan, Minister of Local 
Administration. 

97. Shri K.M. Mani, Leader, Kerala Congress 
(M). 

98. Shri T.N. Bhaskara Varma Thampan, 
Controller of Examination lncharge of 
Secretary, Ker ala Public Service 
Commission, Trivandrum. 

Madhya Pradesh 

99. Shri Dal Chand Jain. M.P. (Lok Sabha), 
Chameli Chowk, Sagar. 

100. Shri Siremal Chauradia,Ti!ak Marg, 
Neemuch-458441. 

101. Shri Vimal Mital, Advocate, 26. Yeshwant 
Niwas Road, lndore-450023. 

102. Or. Rajendra Jain, Principal, Government 
College, 9316, Tulsi Nagar, Bhopal. 

103. Dr. R.S. Tiwari, Professor of Economics, 
Government Hamidia Arts and Commerce 
College, 90/28, Tantya Tope Nagar, 
Bhopal. 

104. Shri Neeraj Kumar Mishra, Clo Shri Vayas 
Narayana Sharma, Village Jarooda, Post 
Office Tara (Shankar Nagar), District 
Rayapur-492007. 

105. Dr. A.C. Minocha, Bhopal University, 
Bhopal. 

106. Shri Rajendra Prasad Shukla, Speaker, 
Madhya Pradesh Vidhan Sabha, 2, Civil 
Lines, Bhopal. 

107. Shri Kailash Joshi, M.L.A., Leader of the 
Opposition, Madhya Pradesh Vidhan 
Sabha.Bhopal. 

108. Shri Rameshwar. Nikhara, M.P. (Lok 
Sabha), E-6145, Bungalow T.T. Nagar, 
Bhopal. 

109. Shri Babu Lal Gaur, M.L.A., Chairman, 
Public Accounts Committee, Madhya 
Pradesh Vidhan Sabha, Bhopal. 

110. Shri Balakrishna Gupta, M.L.A., Bhartiya 
Communist Party, 5, Patel Nagar Labour 
Colony, Bhopal-462001. 

111. Shri Ramashanker Singh, M.L.A., 38, 
Racecourse Road, Gwalior-474002, 

112. Or. Nirmal Hirawat, M.L.A., Kantangi 
(Balaghat). Madhya Pradesh. 

113. Shri Satyabhanu Chauhan, M.L.A., 
Constituency S. Ryour Kalan, District 
Murena. 

114. Shri Rasual Ahmed Siddiqui, M.L.A. 
Bhopal. 

115. Shri Satyadev Katare, M.L.A., 100/45, 
Shivaji Nagar, Bhopal. 

116. Shri Kanhaiya Lal Sharma. M.L.A., 144/1, 
Professor Colony, Bhopal. 

117. Shri Surender Dubey, M.L.A., 113/9, Sivaji 
Nagar, Bhopal. 

118. Shri Abdul Zabbar Khan, Organiser, 
Bhopal Gas Tragedy Victims Women's 
Welfare Association, Bhopal. 

119. Dr. lshwar Dass, President, Associate of 
State Training Institution in India & Director 
General, Academy of Administration, Post 
Bag No. - 6, Bhopal • 462016. 

120. Abhyas Mandal, Indore, Memorandum 
presented by Dr. V.D. Nagar,Professor 
and Head, School of Economics, Devi 
Ahilya Vishwavidyalaya, Indore. 

121. The Abhyas Mandal, Indore, 
(i) Indian Medical (Submitted 

Association Madhya four 
Pradesh Branch Indore. fvlemoranda) 

(ii) Trained Nurses Association of India, 
Madhya Pradesh Branch.Indore. 

(iii) Indore School of Social Work, Indore. 
(iv) Development Study Cell, Indore. 

Maharashtra 
122. Shri Sudam Deshmukh, M.L.A., Aamdar, 

Maharashtra Legislative Assembly, 
Achalpur City, DistrictAmarawati. 

123. Dr. S.B. Sakhalkar, Executive Director, 
Maharashtra Economic Development 
Council, 106, Nagindas Master Road, Fort, 
Bombay-400023. 

124. Shri Hashu Advani, President, B.J.P., 
Kathak Bhavan, Falke Marg, Dadar (East) 
Mumbai, Mumbai-4000I4. 

125. Shri S.S. Acharekar, Chairman. 
Maharashtra State Government 
Employees' Confederation, Clo M-6, 
Mantralaya, Bombay-400032. 

126. Dr. J.F. Patil, RearEer, Department of 
Economics, Sivaji University, Vidyanagar, 
Kolhapur-4I6004. 

127. Shri B.S. Vaze, General Secretary, All 
India Posts, Telegraphs and Others 
Central Government Pensioners· 
Association, I082-Sadashiv Peth, Near 
Shanipar,Pune-411030. 
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128. Dr. H.D. Kopardekar, Director General, All 
India Institute of Local Self Government, 
Sthanikraj Bhavan, C.D. Barfiwala Marg 
Andheri (West), Bombay-400058. 

129. Deputy Registrar(Accounts), Marathwada 
University, University Campus, 
Aurangabad-43I004, 

130. Secretary General, The Bombay Mill­
Owners' Association, Elphinstone Building 
10, Veer Nariman Road, Post Box No. 95, 
Bombay-400000!. 

131. Shri S.C. Varma, C/o Post Box No. 19966, 
Bombay-400021. 

132. Shri D.A. Joshi, Secretary General, 
Federation of Indian Art Silk Weaving 
Industry, Resham Bhavan 78, Veer 
Nariman Road, Bombay-400020. 

133. Shri Sharad Pawar, Ex-Chief Minister, 
·Ramalayam·, 44/A, Pedder Road, 
Bombay-400026. 

134. Shri Madhavrao Gaikwad, Secretary, 
Maharashtra Council, M.L.A., 314, S.V.P. 
Road, Bombay-400004. 

135. Maharashtra Economic Development 
Council, 106, Nagindas Master Road, Fort, 
Bombay-400023. 

136. Shri D.R. Pendse, Economic Adviser, Tata 
Industries, Bombay House, 24, Homi Mody 
Street, Bombay-400001. 

137. Shri Chandrakant Shankar Padwal, Mayor 
of Bombay Municipal Corporation, 
Bombay. 

138. Shri Ramdas Nayak, Member, Standing 
Committee, Bombay Municipal 
Corporation, Bombay. 

139. Shri Uttam Thawrani, President, Vidarbha 
Industries Association, Bank of 
Maharashtra Building, Sitabuldi, Nagpur-
440012. 

Manipur 
140. Shri L. Joychandra Singh, President, Joint 

Administrative Council, All Manipur Trade 
Union Council and All Manipur 
Government Employees' Organisation, 
Praja Tantra Building, Praja Tantra, 
Imphal. 

141. Shri Th. Joychandra Singh, Registrar, 
University of Manipur, Canchipur, lmphal-
795003. 

142. Shri Th Nilamani Singh, General 
Secretary, All Manipur College Teachers' 
Association, tmphal-795001. 

143. Shri M. Jayanta Kumar Singh, General 
Secretary, All Manipur Government 
College Teachers'Association, Clo 
Department of Chemistry, D.M. College of 
Science, Imphal. 

144. Shri H. Sanayaima Singh.Deputy Speaker, 
President, Loktak Lake Development 
Organisation, Thanga Chingkha. 

145. Shri M. Koireng Singh, Ex-Chief Minister, 
ML.A, Chairman, I.N.A. Martyrs' Memorial' 
Complex Advisery Committee, Meirang. 

146. Shri B.S. Lamba, Commissioner, Finance 
Economics & Statistics, Government of 
Manipur, Imphal. 

Meghalaya 

147. Shri H.S. Lyngdoh, M.L.A., Chief 
Executive Member, Khasi Hills 
Autonomous District, CouncH, Shillong. 
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148. Khasi Hills Autonomous District Council, 
Shillong. 

149. The Frontier Chamber of Commerce, 
Shillong. 

150. Office of the All India Garo Union, 
Shillong. 

151. Recommendations of Chief Ministers' 
Conference, Chief Minister of Meghalaya. 

Orissa 
152. Shri U.R.R. Patnaik, Superintending 

Engineer (Civil), Orissa. 

153. Shri S.K. Padhi, 84V1, Kalaraput, P.O. 
Rasulgarh, Bhubaneswar-75IOIO. 

154. Shri Saroj Kumar Mishra, At-Janardan Pur, 
P .0. Keonjhargarh, District Keonjhar-
758002 . 

155. Dr. Sharddhakar Supakar, M.L.A. (Orissa), 
I8/l(D.S.), M.L.A. Colony, Bhubaneswar-
75I00I. 

156. Shri S.B. Panda, (BA, LLB), Sub-Divisional 
Office, Jeypore, AtiPo Jeypore, District 
Koraput. 

157. Dr. Baidyanath Misra, Deputy Chairman, 
State Planning Board, and Director, N.K.C. 
Centre for Development Studies, 
Bhubaneswar. 

158. Shri T. Kanungo, Ml.A, 
Unit -111, VIB 4/2, 
Bhubaneshwar. 

(Submitted 
two 

Memoranda) 

159. Chief Justice of Orissa, Bhubaneshwar. 

160. Shri Habi Bulla Khan, Minister of State 
Community Development and Rural 
Reconstruction, Bhubanes-war. 

161. Orissa State Government Employees 
Coordination Committee, Ashoknagar, 
Bhubaneswar-751009. 

162. Orissa State NGOS' Coordination 
Committee, Block No. 10, Unit -V, 
Bhubaneswar. 

163. The Co-ordination Committee of Service 
Associations of Gazetted Officers of 
Orissa. 

Punjab 
164. Rajbans Kaur, Professor and Head, 

Department of Economics, Punjabi 
University, Patiala-I47002. 

165. Shri M.L. Nandrajog, Secretary General, 
PHO Chamber of Commerce and 
Industries, PHO House, Opp. Asian 
Games Village, New Delhi-1100I6. 

Rajasthan 
166. Shri B.L. Panagariya, Raj Niketan, 7, Moti 

Doongri Road, Jaipur-302004. 

167. Shri Pana Chand Gupta, Chairman, District 
Council, Kota. 

168. Shri Bhanwar Lal Bijarania, Rio Kissan 
Bhavan, D-IO7, Vidhyadhar Nagar, Jaipur-
3020I2, 

169. Shri Vaidya Bhainroon Lal Bhardwaj, 
M.L.A., President of District Congress 
Committee, Jaipur~302003. 

170. Shri N.C. Pahariya, MA, Ph.D., Associate 
Professor, Department of Economics, 
University of Rajasthan, Jaipur-3020I5. 

171. Shri Hari Ram Bagariya, Pramukh, Office of 
the Disbict Council, Nagour, Rajasthan. 

172. Prof. Om Prakash, Former Vice­
Chancellor, P-2, University Campus, 
Jaipur-302003. 

173. Shri Justice Guman Mal Lodha, Chief 
Justice, Rajasthan High Court, Jodhpur. 

Tamil Nadu 
174. Shri Malcolm S. Adiseshiah, Chairman, 

Madras Institute of Development Studies, 
79, , II Main Road, Gandhi Nagar, Adyar, 
Madras - 600 017. 

175. Smt. R. Kohilam, Assistant Professor in 
Economics, Ouaid-E-Millat Government 
College for Women, Anna Salai, Madras-
600002. 

176. Dr. C.A. Perumal, Professor and Head, 
Department of Politics and Public Admn., 
University of Madras, University Building, 
Chepauk, Madras-600005, 

1n. Shri M.K. Deena Dayalan, 
IPS, Retd. Postmaster 
General, President, All 

(Submitted 
two 

Memoranda) 
India Federation of 
Pensioners' Association, 10, 
Rajan Street, 
T, Nagar, Madras-6000I7. 

178. Shri M.A. Appan, General Secretary, The 
Tamil Nadu Government Employees' 
Association (Regd.), Bethol Lodge, 12, 
Wallajah Road Madras, 600 002. 

179. Shri S. Debendran, Registrar, Institute for 
Techno-Economic Studies, 76, Harrington 
Road, Madras-6<XX)3l. 

180. Shri P,C. Mathew, ICS (Reid), 10, Third 
Avenue, Harrington Road, Madras -
600031. 

181. Dr. Vedagiri Shanmugasundaram, 
President, Anna Nagar Academy, No.43, 
1st Main Road, Senay Nagar, Madras 
600030. 

182. Shri S. Thirunavukkarasu, MLA, Deputy 
Leader of Opposition, All India Anna DMK 
Legislature Party, 275, Awai Shunmugam 
Salai, Madras 600 014. 

183. Shri W.R. Varadarajan, MLA, Communist 
Party of lndia(Marxist), Tamil Nadu State 
Committee, 26, Car Street, Triplicane, 
Madras 600 005. 

184. Shri D. Vaseekaran, President, AU India 
Minorities' Party, 31, Thirumoonhi Street, 
:nieagarayanagar, Madras 600 017. 

185. Smt. Jethalal D. Solanki, President, Tamil 
Nadu Chamber of Commerce and Industry, 
4th Floor, 178 B, Kamarajar Road, Madurai 
625009. 

186. Shri M.K. Deena Dayalan, President, All 
India Federation of Pensioners' 
Associations, 10, Rajan Street, 
Theagarayanagar, Madras 600 017. 

187. Shri Siva llango, President, Tamil Nadu 
Government Officials' Union, 4, Neeli 
Veerasamy Street, Triplicane, Madras 
600005, 

188. Shri C.D.V. Gnanaraj, President, Tamil 
Nadu Secretariat Association, Fort St. 
George, Madras 600 009. 

189. Shri A. Palaniappan1 President, T~mil 
Nadu United Secretanat Staff Federation, 
Fort St. George, Madras 600 009. 

190. The Tamil Nadu Government Employees' 
Association, 7, Wallajah Road, Madras-
600002. 

Trlpura 
191. Shri Haradhan Dutta, Chairman, Hor:io1:1r's 

and Post Graduate Teachers' Association, 
Tripura, 10, Jagannath Bari Road, 
Agartala-79900f. 



192. Shri Nripen Chakravarty Ex-Chief Minister, 
Tripura, Agartala. 

Uttar Pradesh 

193. Md. Sayed Sible Razi, Education Minister, 
Govemment of Uttar Pradesh, Vidhan 
Bhavan, Lucknow. 

194. Shri B.M. Jauhari, 
M.A, Ph.D., Department 
of Post Graduate, 
Research and Studies 
in Economics, M.M.H. 
College, IIA/F-36, 

(Submitted 
two 

Memorande) 

Nehru Nagar, Ghaziabad-20K.Xll. 

195. Shri P.C. Bhatia, Presiden~ Federation of 
Uttar Pradesh Pensioners' Association, 3-
C/9, Park Road, Lucknow-22600!. 

196. Shri P .K. Bhargava, Professor, Benaras 
Hindu University, Varanasi, Oeptt. of 
Economics, No. G/7, Arvindo Colony, 
B.H.U. Campus, Varanasi-22I005. 

197. Shri Vinod Kumar Srivastava, Secretary, 
Notified Area Commillee, Kirti Nagar, T ehri 
Garhwal. 

198. Or. Sudhakanta Mishra, Hony. Secretary, 
Indian Institute of Economic Research, 5 
E, Pandey Colony, Kautilya Kone Marg, 
P .Box-HO, Varanasi-22I002. 

199. Officer-in~harge, Municipal Corporation, 
Bangarmau, Unnao. 

200. ShriShyamDharMishra, 
Former Minister, 
Varanasi, KhasiSadan, 
GopiGanj. 

(Submilled 
two 

Memoranda) 

201. Federation of U.P. Pensioners' 
Association, PresidentShri P.C. Bhatia, 3-
C/9, Park Road, Lucknow - 226 001. 

202. Shri U.P. Shrivastava, Convener, Uttar 
Pradesh Sachivalaya Mahasangh, Vidhan 
Bhawan, Lucknow. 

203. Shri Maheshwar Pandey, M.L.C. 
Darulshafa, Lucknow. 

204. Shri Ram Ratan Singh, President, DCC(I) 
Fatehpur, District Fatehpur. 

205. State Planning Institute, Lucknow and 
Office of the Collector, Fatehpur. 
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206. Shri Hari Kant, Principal Chief Conservator 
of Forests, Uttar Pradesh. 

207. Shri Kashi Singh Ari, MLA of Didihat; 
Pilhoragarh.U.P. 

West Bengal 

208. Shri Tuhin Samanta, M.L.A., West 
Bengal. 

209. Shri Bikash Hazara, Chainnan, National 
Forum of Public Interest, 49,1, Kar1 Marx 
Sarani, Bhukailash Rajbari, Kidderpore, 
Calcutta-700023. 

210. Chairman, Beldanga Municipality, P.O. 
Beldanga, District Murshidabad. 

211. The Joint Secretary, (SUbmitted 
State Co-ordination two 
Committee of the Memoranda) 
West Bengal Govt. 
Employees' Association 
and Unions, 186, B.B. 
Ganguly Street, 
Calcutta-700Cl2. 

212. Dr. R. Chakrabarti, Director, Netaji Institute 
for Asian Studies, I, Woodburn Park, 
Calcutta-700020. 

213. Syed S.A. Masud, M.A, LLB, Barrister-at­
Law, Fol)ller Judge High Court, 15, 
Nasiruck:lin Road, Calcutta-7000I7. 

214. Shri Pankaj Dutta, Chairman, Jiaganj­
Azimaganj Municipality, P.O. Azimaganj, 
District Murshidabad-742I22. 

215. Shri C.R. Sarkar, Vice-Chairman, 
Kharagpur Municipality, Kharagpur. 

216. Shri Manoranjan Sinha Ray, Reader in 
Economics, Visva-Bharti University, VK:lya 
Bhavan, P.O. Santiniketan, District 
Birbhum-73I235. 

217. Shri SUhas Chattopadhyay, Indian 
Statistical Institute, Economics Research 
Unit, 203, Barrackpore Trunk Road, 
Calcutta. 

218. Shri Sunil Banik, (SUbmitted 
Secretary, two 
Bengal National Chamber Memoranda) 
of Commerce and Industry, 
23, R.N. Mukherjee Road, 
Calcutta-70000I. 

219. Shri SUkomal San Member of 
Parliamen~Rajya Sabha) and General 
Secretary, All India State Government 
Employees Federation Telephone No. 
387112 201 B, V.P. House.Rafi Marg, 
New Delhi-110001. 186, Bi pin Behan 
Ganguly Street, Calcutta - 700012. 

220. Chief Justice of West Bengal, Calcutta. 

221. Indian Chamber of Commerce Calcutta, 
West Bengal. 

222. Shri G.D. Shah, President, Bharat 
Chamber of Commerce, 28, Hemanta 
Basu Sarani, Calcutta - 700001. 

223. Shri P .D. Tulsyan, President, Merchants 
Chamber of Commerce, 14, Old Court 
House Street, Calcutta - 700001. 

224. Shri N. Dutta, President, Federation of 
Associations of Cottage and Small 
Industries West Bengal, 21/1/1, Creek 
Row, Calcutta - 700 014. 

225. Shri Abdus Samad Mondal, Member 
Basanti Panchayat Samity and President, 
Sonakhali Block Congress Committee 

226. Shri Jasimuck:lin Ahamed, Member, 
Basanti Panchayat Samity, President. 
Basanti Block Congress Committee 
Sundarban Zone, Distt. 24 - Parganas. 

227. Shri Ajoy Sinha,IAS, Secretary to the Chief 
Minister, West Bengal, Calcutta. 

228. The Joint Secretary, State Coordination 
Committee of the West Bengal 
Government Employees Associations & 

Unions. 

229. The All India State Government Employees 
Federation, 186, B.B. Ganguly Street, 
Calcutta. 

230. All India State Govt. Employees 
Federation, submitted by - Shri Ananda 
Mohan Patra, President, State 
Coordination Committee. Binpur Regional 
Branch. 

• 



• 

' 

• 
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APPENDIX-2 
List Of Organisations And lndlvlduals Who Submitted Memoranda To The Finance Commission 

Andhra Pradesh 
1. Mr. Vavilala Gopalakrishnayya, Former 

Ml.A, Sattenapalli, Guntur Distt. 

2. Dr.Y.Sivaji, Member, RajyaSabha. 

Arunachal Pradesh 
3. All Arunachal Pradesh Tribal Employees 

Association - represented by 
(i) Shri Bamin Hinda,Secretary General 
(ii) Shri D. Bhattacharjee, President 

4. Chambers of Industries - represented by 
Shri Tarin Malo, President 

5. Shri R.K. Patir, Ex-Chief Secretary, 
Itanagar. 

6. Shri R.K. Anand, Vice Chancellor, 
Arunachaf Pradesh University, Itanagar. 

7. Secretary, Rama Krishna Mission, 
Itanagar. 

Assam 
8. Shri K.C. Barua, IAS (Reid.) 

9. Shri G.C. Phukan, Financial Commissioner 
(Reid). 

10. Shri Dev Kanta Kakali, IPS (Reid) 

11. Shri J.N. Das, Ex-Vice Chancellor, 
0ibrugarh University. 

12. Dr. Jayanta Rangpi, Chief Executive 
Member, Karbi Anglong District Council, 
Diphu. 

13. Shri G.C. Langthasa. Chief Executive 
Member, North Cachar Hills District 
Council, Haflong. 

14. Shri Charan Deka, Secretary General, 
Sadou Asom Karmachari Parishad, 
Guwahati. 

15. Shri Hari Nath, Secretary Gen8fal, Assam 
State Employees' Federation. 

Blhar 
16. Shri K.M. Sahay, Mayor of Patna, Municipal 

Corporation, Buell Marg, Patna-800001. 

17. Shri Ranchhor Prasad, IAS Reid., ·Patna. 

18. Shri Pracllan H. Prasad, Direckl<, A.N. 
Sinha Institute, Patna. 

19. Dr. D.D. Guru, A.N. Institute of Social 
Studies, Patna. 

20. Prof. P.K. Jha, University Department of 
Economics, L.N. Mithila University, 
Darbhanga. 

2.1. Shri YogenderPrasad, General Secretary, 
Bihar State Non-Gazetted Employees 
Federation, Patna. 

22. Shri Gopal Prasad Tripathi, General 
Secretary, Bihar State Non-Gazetted 
Employees Federation, Patna. 

23. Shri Surendra Mishra, Principal, R.K. 
College, Macllubanl. 

Gujarat 
24. Shri I.M. Trivedi, Prof. and Head, Deptt. of 

Economics, Bhavnagar University, 
Bhavnagar. 

25. Shri Chimanbhai Patel, Leader of 
Opposition, Gujarat Vicllan Sabha, 
Gandhinagar. 

26. Shri Sanat Mehta, Former Finance 
Minister, GoVBfnmer,t of Gujarat. 

27. Shri 0inesh Shah, Former Finance and 
Planning Minister of Gujarat and Founder 
Director of Vikas Bharti lnstib.Jte of Policy 
Studies, Research and Futurology, 
Ahmadabad. 

28. The Surat Art Silk Cloth Manufacturers 
Association - represented by 
(i) Shri A.N. Jariwala, President 
(ii) Shri Arun Jariwala, Member 
(i•) Shri Suraj Ram Bachkaniwala, 

Member 
(iv) Shri Vasantbhai Bachkaniwala, 

Member 
M Shri Hare Saria, Secretary 

29. South Gujarat Textile Processors' 
Association - represented by 
(Q Shri Dharnanwala, President 
~i) Shri Bhagwan Dass Jariwala, 

Member 
(iii) Shri Suraj Ram Bachkaniwala, 

MBfnber 
(iv) Shri Vasantbhai Bachkaniwala, 

Member 
(v) Shri Hare Saria, Secretary 

Haryana 

30. Shri R.K. Nehru, Registrar, Punjab and 
Haryana High Court. 

31. Shri R.K. Khanna, Joint Registrar, Punjab 
and Haryana High Court. 

Hlmachal Pradesh 
32. Delegation of the Members of the 

Legislative Assembly 
(i) Shri Ram Chand Bhatia 
(ii) Shri Rattan Lal Thakur 
(iii) Shri Vidya Sagar 
(iv) Shri Singhi Ram 
(v) Shri Yogenclra Chandra 
(IA) Shri Natha Singh 
(Iii) Shri Shonkia Ram 
(IAii) Shri Milkhi Ram Gomma 
(ix) Shri Thakur Singh 
(x) Shri Man Chand Rana 

( Parliamentary Secretary) 
(xi) Shri Kanwar Durga Chand 
(xii) Shri Girdhari Lal 
(xii Shri Raghu Raj 
(xiv) Shri Satya Pari<ash Thakur 
(xv) Shri Harbhajan Singh Bhaiii 
(xvi) Shri Nehar Singh 
(xvii) Smt. Viplove Thakur 
(xvii) Shri J.S. Joshi (General Secretary, 

lokDal) 
(xix) Shri Milkhi Ram Bhaira 

33. Municipal Corporation of Simla 
represer,ted by 
(i) Shri Adarsh Kumar, Mayor 
(ii) Shri D.S. Minhas, Commisslon8f 
(iii) Dr. Ganesh Datt Bharwal 

34. Dr. K.C. Malhotra, Vice-Chancellor, 
Himachal Pradesh University, Simla. 

35. Dr. M.P. Gupta, Dean, Dr. 'l'.S. Parmar 
University of Horticulture and Forestry, 
Simla 

Jammu and Kashmir 
36. The Kashmir Chamber of Comm8fC8 and 

Industry - represented by 
(i) .Shri Ibrahim Shadad, President 
(iQ Dr. Mubeen Shah, Secretary 
(ii) Shri A.G. Khan, Joint Seaetary 

37 .• Chamber of Commerce and Industry, 
Jammu - represented by 
(i) Shri Ramesh Gupta, President 
(i) Shri Rajendra Motial, General 

Secretary 

38. Shri V. Avasthi, General Secretary, 
Federation of Industry and Commerce, 
Jammu. 

39. Shri G.M. Khan, President. Jammu and 
Kashmir Civil Secretariat Non-Gazetted 
Employees' Union, Srinagar. 

40. Shri Abdul Majid Khan, President, All 
Jammu and Kashmir Low Paid Employees' 
Federation. 

41. All Jammu and Kashmir Low Paid 
Government Employees Federation 
represented by 
(i) Shri Sampat Prakash 
(ii) Shri Mohi-Ud-Din Punoo 
(iii) Shrl Miraj-Ud-Din, Representative 
~v) Shri A. Krishan, Representative 

Karnataka 
42. Shri T.R. Satish Chandran, Director, 

Institute for Social & Economic Change, 
Bangalore. 

43. Dr.(Mrs.) Hemlata Rao, Associate 
Professor, lnstib.Jte for Social & Economic 
Change, Bangalore. 

44. Dr. Vinod Vyasulu, Professor, Institute for 
Soclal & Economic Change, Bangalore. 

45. Prof. S.R. Bijoor, Indian Institute of 
Management, Bangalore. 

46. Shri T.N. Narasimhamurthy, MLC 
Congress(!), Leader of the Opposition, in 
Legislative Council. 

47. Shri M. Mallikarjuna Kharge, Ml.A 
Congress(!), Deputy Leader of Congress 
Legislature Party (CLP). 

48. Shri R.S. Mane, Ml.A, Maharashtra Eki­
Karan Samiti. 

49. Shri A. Venkataramaiah, Ml.A, Leader of 
CPl(M). 

50, Shri $. Suryanarayana Rao, Leader of 
CPl(M). 

51. Shri N.K. Upact,yaya, Secretariat Member 
CPl(M). 

52. Shri P. Ramachandra Rao, Secretary 
Karnataka Stele Committee, CPl(M). 

53. Federation of Kamataka Chambers of 
Comm8fce.and Industry - represented by 
(i) Shri C. Valliappa, President 
(n) Shri M.K. Panduranga Setty, Vice­

President 
(iii) Shri Tallam Aacllakrishna Setty 

(Immediate Past) President 
(iv) Shri M.Raghevendra Rao, Secretary 
M Shri T. Rarnappa, Assistant 

Secretary 
54. All India State Govt. Employees 

Association - represented by 
(i) Shri K.A.Keshavamurthy, President. 

55. Karnataka Stele Government Employees 
Association - represented by 
(Q Shri T.V. Raghavan,Former Offoce 

Bearer 
(i) Shri M.N. Shashe Gowda 



(iii) Shri Lakshmaiah 
(iv) Shri Narase Gowda 
(v) Shri Gangavenkataiah, Vice-

President 
(vi) Sri Chowdaiah, Treasurer 
(vii) Sri Manu, Cultural Secretary 
(viii) Sri K Dase Gowda, State Council 

Member 

Kerala 

56. Kerala Gazetted Officers' Association 
represented by 
(i) Shri N. Bhageerathan, President 
(ii) Shri P.Y. Jacob, Vice-President 
(iii) Dr. N.M. Mohammed Ali, General 

Secretary 

57. Aged Government Employees' Society, 
Attingal - represented by 
(i) Shri 0. Unni Krishnan, Secretary 
(ii) Shri P. Appukuttam, Treasurer 

58. Federation Of State Employees' And 
Teachers' Organisation, Kerala 
represented by 
~) Shri K.V. Devadas, President 
(ii) Shri K. V. Rajendran, General 

Secretary 
(iii) Shri T.K. Balan, General Secretary, 

Kerala NGO Union 
(iv) Shri K. Chandran, General Secretary, 

Private School Teachers' Union, 
Kera\a 

(v) Shri Babu Sreekumar, General 
Secretary, Kerala Secretariat 
Employees'Association 

59. Joint Council of State Service 
Organisation, Trivandrum - represented by 

(i) Shri N. Anantha Krishnan, General 
. Secretary 

(ii) Shri E.J. Francis, former Chairman 
(iii) Shri P.R. Somanadhan, Vice­

Chainnan 
(iv) Shri K.N.K. Nambudiri, State 

Secretary 

60. Kerala Congress {M) - represented by 
0) Shri K.M. Mani, Leader 
(n) Shri T.M. Jacob, former Education 

Minister 

61. Kerala Pradesh Congress Committee (I) -
represented.by 
{i) Shri Sankara Narayanan, Member 
(ii) Shri Oommen Chandy, Member 
0•) Shri K. Karunakaran, Member 
(iv) Shri A.K. Antony, Member 
(v) Shri Pathmarajan, Member 
(,a) Dr. P .K. Gopalakrishan, Member 
(vii) Shri Karthikeyan, Member 

62. Shri A. Neelalohithada.san, Minister of 
Sports and Youth Affairs. 

63. Prof. V. Gopalakrishna Kurup, Chairman, 
Public Service Commission. 

64. Shri V .J. Thankappan, Minister of Local 
Administration. 

Madhya Pradesh 

65. Shri R.P. Shukla, Speaker of the State 
Legislative Assembly. 

66. Shri Kailash Joshi, Leader of the 
Opposition in the State Legislative 
Assembly. 

67. Shri Babu Lal Gaur, Chairman, Public 
Accounts Committee. 

68. Shri N.P. Srivastava, LeaderoftheJanata 
Party in the State Legislature. 
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69. Shri Rameshwar Nikhara, M.P. 

70. Dr. P.O. Hajela, Vice-Chancellor, Sagar 
University. 

71. Dr. R.S. Tiwari, Professor, Hamidia 
College. Bhopal. 

72. Shri S.N. Dubey, Senior Vice-President, 
Madhya Pradesh Teachers' Congress. 

73. Shri Rasul Ahmed Siddiqui, MLA. 

74. Shri Balakrishna Gupta, M.L.A. 

75. Shri Mumtaj Ali, Janata Party, Bhopal. 

76. Shri Abdul Zabbar Khan, Organiser, 
Bhopal Gas Tragedy Victims Women's 
Welfare Association. 

77. Shri Kanhaiya Lal Sharma, M.L.A. 

78. Shri Ramachandra Bajpayee, M.L.A. 

79. Shri Satyabhanu Chauhan, M.L.A.. 

BO. Shri Lalit Jain, M.L.A. 

81. Shri Sunil Mishra, M.L.A. 

82. Or. Nirmal Hirawat, M.L.A. 

83. Shri Rama Shankar Singh, M.L.A. 

84. Shri S.D. Katare, M.L.A. 

Maharashtra 

85. Shri Sharad Pawar, former Chief Minister. 

86. Shri D.R. Pendse, Economic Adviser, Tata 
Industries, Bombay. 

87. Shri N.A. Palkhiwala, Senior Advocate, 
Supreme Court of India, Bombay. 

88. Maharashtra Economic Development 
Council- represented by 
(9 Shri N.M. Desai 
@ Shri G.A. Newalkar 
(iii) Dr. S.B. Sakhalkar 

89. Shri K.A. Samuel and others, Federation of 
Indian Silk and Art Industry 

90. Leaders of Opposition Parties in the State 
Legislature 
(i) Shri B.M. Gaikwad, M.L.A., 

Communist Party of India 
(ii) Dr. . P.S. Kadam, M.L.A., 

(Independent) 
(iii) ShriSadanandWarde, M.L.C.,Janata 

Party 
(iv) Shri N.D. Patil, M.L.A., Peasants and 

Workers Party 
(v) Shri Manohar Joshi, M.L.C., Shiv 

Sena 
(vi) Shri Ram Naik, M.L.A., B.J.P. 
(vii) Shrl Sudhir Joshi, M.L.C., Shiv Sena, 

(former Mayor of Bombay) 
(viii) Shri Madhu Deolekar, M.L.C., B.J.P. 

91. Bharatiya Janata Party represented by 
(~ Shri Sunder Kumar T. Rani, Leader, 

B.J.P .Corporation Group 
(ii) Shri Nanubhai Patel, Vice-President, 

B.J.P.,President, F.A.M. 
(Iii) Shri Kirit Somaiya, General 

Secretary, B.J.P., Chartered 
Accountant 

(IV) Shri Arun Sathe, Advocate, General 
Secretary, Bombay, B.J.P. 

(v) Shri Madhu Deolekar, M.L.C., 
General Secretary, B.J.P., Bombay 

(vi) Shri Ram Naik, M.L.A., Vice­
President, B.J.P ., State Unit 

92. Maharashtra State Government 
Employees' Federation represented by 
(i) Shri S.S. Acharekar, Chairman, 

Maharashtra State Government 
Employees' Confederation 

{ii) Shri T .L. Manicar, President, 
Mantralaya Employees' Association 

(iii) Shri Uttam Kamble, Secretary Class 
IV Employees· Association 

(iv) Shri S.N. Pansare, Joint Secretary, 
Gazetted Officers' Confederation 

{v) Shri G.D. Kulthe, General Secretary, 
State Gazetted Officers' 
Confederation 

{vi) Shri N.V. Joshri, Vice-President, 
Maharashtra State Government 
Employees' Confederation 

(vii) Or. S.S. Wagle, Economic Adviser, 
Maharashtra State Government 
Employees' Confederation 

(viii) Shri R.G. Karnik, General Secretary, 
Maharashtra State Government 
Employees' Confederation 

Manipur 

93. Shri Devendra Singh Speaker of the 
Legislative Assembly. 

94. Shri Udhob Singh,Dy. Speaker and 
Chairman P.A. C. 

95. Shri A.S. Arthur,Dy. Chairman, State 
Planning Board. 

96. Shri Sehpu Haokip MLA. 

97. University Teachers and College Teachers 
Association represented by 
(i) Prof. K.J. Mahala, Vice Chancellor 

Manipur University, Canchipur. 
(ii) Shri W.C. Sachdeva, F.0. Manipur 

University. 
(iii) Shri Nilamani Singh, 

Secretary, All Manipur 
Teachers' Association, 
AMCTA. 

General 
College 

Member, 

(iv) Shri Bhogendra Singh, Member, 
AMCTA . 

(v) Shri \bopishak Singh, Member, 
A.MCTA. 

{vi) Shri Jayanta Kumar Singh, Member, 
AMCTA. 

{vii) Shri R.K. Sanajnoba Singh, 
Member. 

{viii) Shrl K. Nabachandra Sharma, 
Member, AMGOCTA. 

{ix) Shri Kishan Singh, Member, 
AMGOCTA. 

(x) Shri lbotombi Singh, Member, 
AMGOCTA. 

(xi) Shri Latiff, Member, AMGOCTA. 
(xii) Shri K. Nabachandra Singh, Member, 

AMGOCTA. 
(xiii) Shri M. Jayant Kumar Singh, General 

Secretary, AMGOCTA. 

98. Joint Administrative Council of the All 
Manipur Trade Union Council and All 
Manipur Government Employees 
Organisation 
(i) Shri Joyachandra Singh, President. 
( ii) Shri Lalhari Singh, Vice~President. 
(iii) Shri Kesha Singh, Secretary 

General. 
(iv) Shri Tombi Singh, Secretary 

(Organisation) 
(v) Shri S. lbobi Singh, Treasurer 
(vi) Shri A. Temba Singh, Secretary 

(Admn.) 
(vii) Shri S. Brajamani Singh, Editor,JAC, 

Bulletin. 

Meghalaya 

99. Khasi Hills Autonomous District Council, 
Shillong represented by 
(i) Shri H.S. Lyngdoh, Chief Executive 

Member 



• 

(ii) Shri T. W. Pakyntien, Special 
Secretary 

(iii) Shri S.S. Rynjab, Secretary 
(iv) Shri W.N. Lyngdoh, Special Officer 

100. The Frontier Chambers of Commerce, 
Shillong ~ represented by 
(i) Shri Pradip Choudhary 
(ii) Shri Vinod Kumar Agarwala 
(iii) Shri Krishna Kanta Ghosh 
(iv) Shri H.P. Tharad, President 

101. All India Garo Union, Shillong 
represented by 

(i) Shri Maljon M. Sangma, General 
Secretary 

(ii) Shri Thrumen M. Sangma, Member 
(iii) Smt. Jennifer Aiengh, Member 
(lv) Smt. Jentila Marak, Member 
(v) Shri Karnath R. Marak, Member 

Or Issa 
102. Members of Parliament 

(i) Shri S.K. Sahu 
(ii) Shri KC. Lamba 
(iii) Shri Somnath Rath 
(iv) Shri K. Pradhani 
(v) Shri B.D. Mahapatra 
(vi) Shri AP. Sethi 
(vi~ Shri Chintamani Jena 
(viii Shri Jagnath Patnaik 
(ix) Shri Brij Mohan Mohanty 
(x) Shri Lakshaman Mallick 
(xi) Shri Ballau Panigrahi 
(xii) Shrimati Jayanti Patnaik 
(xiii) Shri K.P. Singh Deo 
(xiv) Shri Nityananda Mishra. 

103. Members of Legislative Assembly 
(i) Shri Trilochan Kanungo, Ml.A 
(ii) Dr. Sradha Kar Supakar, MLA 
(iii) Shri Habibulla Khan, Minister of State 

Community Development and Rural 
Reconstruction, Orissa. 

104. The Coordination Committee of Service 
Associations Gazetted Officers of Orissa 
represented by 
(i) Shri L.M. Patra 
(ii) Shri G.C. Das 
(iii) Shri Manmath Das 
(iv) Shri Govind Chand Panda 
(v) Shri Satyabadi Mishra 
(vi) Shri Radha Nath Nanda 
(vii) Shri Gajendra Nath Baral 

105. Action Committee of Orissa State Non-
Gazetted Officers Committee 
Bhubaneshwar represented by 
(i) Shri Sarda Prasad Mohanty 
(ii) Shri P.P. Panda 
(iii) Shri G Mohan Sale 
(iv) Shri Sadasib Mishra 

'Punjab 

106. Capt. Rattan Singh, former Minister, 
Punjab 

107. Shri JagjitSingh Ghungarana, Progressive 
Fanner 

108. Delegation of PHO Chambers of 
Commerce and Industry (led by Shri 
Manmohan Singh) 

Rajasthan 

109. Rajasthan Chamber of Commerce and 
Industry - represented by 

0) Shri K.L. Jain, Honorary General 
Secretary. 

(ii) Shri M.A. Verma, Member, Executive 
Committee. 

(iii) 
(iv) 
(v) 
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Shri S.C. Handa, Economist. 
Shri R.B. Sexena, Secretary, RCCI. 
Shri M.D. Agrawal, Vice President, 
RCCI. 

110. Member Parliament/Member Legislative 
Assembly 
(i) Shri Shankar Lal, MP, (Lok Sabha) 
(ii) Shri Banwari Lal Berwa, MP, (Lok 

Sabha) 
(iii) Shri Bhuvnesh Chaturvedi,MP ,(Rajya 

Sabha) 
(iv) Shri Bhudhar Mal Verma, MLA 
(v) Shri Pankaj Pancholi, MLA 

111. All Rajasthan State Government 
Employees Federation represented by Shri 
Udai Singh Rather, Chairman. 

112. National Federation of State Government 
represented by Shri Mohan Lal Jain, 
President. 

113. Shri M.V. Mathur, Professor, Ex-Vice 
Chancellor, University of Rajasthan . 

114. Shri Bhairon Singh Shekhawat, Leader of 
the Opposition in the State Assembly. 

115. Shri B.L. Panagaria 

TamllNadu 
116. Shri S. Thirunavukkarasu, Dy. Leader of 

the Opposition Parties in the State 
Legislature. 

117. Shri W.R. Varadarajan, Leader of the State 
Communist Party 

118. Shri D.Vasikara11, President, All India 
Minority Party. 

119. Shri Siva llango, President. Tamil Nadu 
Government Officials Union. 

120. Dr. Malcolm S. Adiseshiah Chairman, 
Madras Institute of Development Studies. 

121. Shri P. C. Mathew, Former Member­
Secretary, Fourth Finance Commission, 
10, 3rd Avenue, Harrington Road, Madras 
600 031. 

122. Dr. Vedagiri Shanmugasundaram, 
President, Anna Nagar Academy. 

123. Dr. A.M. Nalla Gounden, Professor and 
Head of Economic Department, University 
of Madras, Chepauk, Madras 600 005. 

124. Dr. A. Vaidyanathan, Director, Madras 
Institute of Development Studies, 79, 11 
Main Road, Gandhi Nagar, Adayar, 
Madras 600 020. 

125. Shri V. Karthikeyan, IAS Reid., Ex-Chief 
Secretary, Tamil Nadu Government, 
No.419, Kilpauk Garden.Madras 600 010. 

126. Shri M,K. Deenadayalan;' IPS, President, 
All India Federation of Pensioners' 
Association. 

127. Shri C.D.V. Gnanaraj, President, Tamil 
Nadu Secretariat Association. 

Uttar Pradesh 
128. Shri Sy. Sibte Aaji, MP 

129. Shri Maheshwar Pandey, MLC 

130. Shri Shailendra Singh, Professor, 
Department of Economics, Lucknow 
University. 

131. Professor P.K. Bhargava, Department of 
Economics, Benaras University. 

132. Professor B.K. Singh, Department of 
Economics, Gorakhpur University. 

133. Shri Salish Chandra Srivastava, President, 
U.P. Secretariat Gazetted Officers 
Association, Lucknow. 

134. Shri Umesh Prasad Srivastava, Convenor 
U.P. Sachivalaya, Maha Sangh, 
Lucknow. 

135. Shri P.C. Bhatia, President, Government 
Pensioners Welfare Organisation. 

136. Shri Ram Ratan Singh, President, DCC(I) 
Fatehpur. 

137. Shri Bal Raj, MLA. 

138. Shri Anil Singh, MLA. 

139. Shri Prem Dutta Tewari. 

140. Shri lndrajit, MLA. 

141. Shri Matni Khan. President, Municipal 
Board, Fatehpur. 

142. Shri Anup Singh, Ex-Block President. 

143. Shri Ramesh Chandra Tewari, President, 
Yuva Kalyan. 

144. Smt. Sharda Mishra, Mahila Congress. 

145. Smt. Malti Srivastava, President City 
Congress (I) Mahila. 

West Bengal 
146. Dr. Bhabatosh Dutta, Economist 

147. Shri N.C. Chatterji, Member of Parliament 
(RS) 

148. Bengal National Chambers of Commerce -
represented by 
(i) Shri A.K. Chandra, Vice-President 
(ii) Shri Sunil Banik, Secretary 

149. Bengal Chambers of Commerce 
represented by 
(i) Shri S. Ghosh 
(ii) Shri P. Das Gupta 

150. Merchants Chamber of Commerce -
represented by 
(i) Shri P.O. Tulsyan 
(ii) Shri A. Kothari 
(iii) Shri B.K. Swaika 
(iv) Shri Birendra Agarwal 
(v) Shri H. R. Bose 

151. Federation of Association of Small 
Industries - represented by 
(i) Shri N. Dutta 
(ii) Shri S. Gupta 
(iii) Shri S. Roy Chowdhari 

152. Bharat Chamber of Commerce 
represented by 
(i) Shri S.D. Shah 
(ii) Shri D.D. Kothari 
(iii) Shri A.K. Rungta 

153. Indian Chamber of Commerce 
represented by 
(i) Shri J.N. Sapru 

154. All India State Govt. Employees Federation 
- represented by 
(i) Shri K.A. Kesheva Murty, Chairman 
(ii) Shri Sukomal Sen, M.P., General 

Secretary 
(iii) Dr. S.S. Wagle, Economic Adviser 
(iv) Shri R.G. Karnik, Secretary 
(v) Shri M. R. Appan, Secretary 
(vi) Shri J.B. Sahu, Secretary 
(vii) Shri S.B. Chakravarti, Treasurer 

155. West Bengal State Government, 
Employees Federation - represented by 

(i) Shri Ajay Mukhopadhyaya, General 
Secretary 

(ii) Shri Hiren Sanyal, Joint Secretary 
(iii) Shri Subhashis Gupta 
(iv) Shri Bhabatosh Roy 
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APPENDIX-3 

TRENDS IN CENTRAL AND STATE FINANCES 

B3.1 Government revenues and expenditures in India have 
grown rapidly since Independence. The combined revenue 
receipts of the Centre and the States which formed 6-7 per cent of 
Gross Domestic Product {GDP) in the early fifties have now 
reached the level of 20 per cent; there has been a somewhat faster 
growth of revenue expenditures. We are here concerned with 
more recent trends. We note that between 197 4-75 and 1986-
87, total revenue receipts of the Centre and the States have grown 
in real terms at 8.4 per cent per annum as against the average 
growth rate of 4.6 per cent per annum of real GDP. Real 
government expenditures within the revenue account grew at 
10.3 percent per annum. In other words, during this period. in real 
terms, total government revenues increased 2.51imes and total 
revenue expenditures 3.2 times. 

B3.2 In nominal terms, revenue receipts grew at an annual 
rate of 14.5 per cent between 1974-75 and 1986-87, while the 
growth rate of revenue expenditure was higher by almost 2.5 
percentage points at 17 per cent. This outpacing of revenue 
growth by expenditure growth has led to an era of revenue deficits 
beginning from 1982-83. However, It appears that recent trends 
rather than the long term trends have caused the imbalance. 

B3.3 As a proportion of GDP, both revenue receipts and 
revenue expenditure registered substantial increases during the 
period 1974-75 to 1986-87. [Ref. Table B.3.1]. However, while 
the revenue receipts registered an increase of 4.8 percentage 
points from 15.1 percent in 1974-75 to 19.9 per cent in 1986-87, 
the increase In revenue expenditure was by over 9 percentage 
points from 13.5 per cent to 22.6 per cent. The excess of 
expenditure growth over the growth of revenue is particularly 
noticeable in the 1980's. Revenue expenditure as a percentage of 
GDP continued to accelerate, but the growth of receipts slowed 
down. The former increased from 17.5 percent in 1980-81 to 22.6 
per cent in 1986-87 whereas, incfease in the latter was from 17.6 
per cent to only 19.9 per cent during the period. As a 
consequence, the combined revenue deliclt which emerged in 
1982-83 for the first time at 0.21 per cent of GDP increased to 2.6 
percent of GDP in 1986-87 and the projected revenue deficit In 
1988-89 is placed at 3.9 per cent of GDP according to Revised 
Estimates. 

B3.4 tt the Central Government's finances alone are 
considered, It is seen that the gross revenue receipts increased 
from 10.5 per cent to 14.1 percent of GDP during the period 1974-
75 to 1986-87, the rate of growth being 14.4 per cent. Its net 
revenues (i.e., gross revenues minus tax devolution to the States) 
increased from 8.9 per cent to 11.2 per cent of GDP. Thus, the 
ratio of the devolution to GDP increased from 1.6 percent of GDP 
in 1974-7510 2.9 percent of GDP in 1986-87. As against this, the 
revenue expenditure of the Central Government (including 
grants) increased from 7 .8 per cent of GDP to 13.9 per cent during 
the period. Of this, grants to the States increased from 1.4percent 
of GDP to 2.4 per cent of GDP and other revenue expenditures of 
the Central Government increased from 6.4 per cent to 11.5 per 
cent of GDP. Thus Centre's own expenditure increased by 5.1 
percentage points while grants increased by one percentage 
point. 

B3.5 The own revenues of the States increased from 5.1 per 
cent of GDP in 1974-75toonly7percentin 1986-87,buttheirtotal 
revenue receipts including dewlution of taxes and grants from the 
Centre increased from 8.2 percentto 12.3 percent (total revenues 

increased by 4.1 percentage points, while own revenues 
increased by only 1.9 percentage points). Revenue expenditures 
of the States increased from 7.7 percent of GDP to 12.3 percent, 
i.e., by 4.6 percentage points during the period. This may be 
compared with the increase of 5.1 percentage points in the own 
expenditures of the Centre. The following conclusions may be 
drawn about fiscal trends since 1974-75: 

{a) There has been a substantial growth in the revenue 
receipts of the Central Government. 

(b) The growth in revenue expenditures of the Centre has 
been much faster mainly because of the rise in Its own 
expenditure and partly also because of the rise in the 
proportion of grants. 

{c) The growth of own revenues of the States is marginally 
higher than that of the Central revenues. However, the 
period since 1980-81 shows that the growth of own 
revenues of the States has not been as fast as that of 
Central revenues. Nevertheless, when supplemented 
by Central transfers, States' revenue receipts grewfairly 
fast. 

{d) States' revenue expenditure increased faster than 
revenues, although not as fast as Centre's own 
expenditure. 

B3.6 Since non-Plan revenue expenditure accounts for 
around 20 per cent of GDP, the entire Plan revenue expenditure 
(at the aggregate level) has to be met out of borrowing. The non­
Plan revenue expenditure of the Centre and the States increased 
almost steadily from 13.3 per cent of GDP in 1974-751019.5per 
cent in 1986-87. At the Central level, until 1985-86, the greater 
part of the rise in the non-Plan revenue expenditure was 
accounted for by increases in interest payments and subsidies. 
However, since 1986-87, there has also been a substantial 
increase in defence expenditure which has caused the ratio of 
non-Plan revenue expenditure to GDP to grow further. Atthe level 
of the States, the non-Plan revenue expenditure ratio grew from 
7.3percent in 1974-75to 10.1 percent in 1986-87; more than hatt 
of the increase in the ratio was accounted for by increases in 
development expenditure. The growth in non-Plan development 
expenditure within the revenue account at the States' level and a 
good part of the increase in interest payments at the Centri,1 level 
may be attributed to the successive development Plans (which 
leave .behind increased commitments), borrowing for meeting 
revenue expenditure and also capital expenditure not generating 
adequate returns. 

B3. 7 The combined revenue deficit of the Centri,I and State 
Governmentsisestimated at Rs.13,354 crore in 1988-89which 
may form about 3.9 per cent of GDP. Of this, the share of the 
Centre is Rs. 11,030 crore or 3.2 per cent of GDP. Although the 
total net revenue deficit of the States in that year is only Rs. 2,324 
crore, the combined revenue deficit of the deficit States is around 
Rs. 2,990 crore. Indications are that revenue expenditures would 
continue to increasefasterthan revenue receipts and the revenue 
deficits would rise both absolutely and in relation to GDP. Drastic 
changes in fiscal policies are required if this trend is to be 
reversed. 

B3.8 Another cause for serious concern is the rapid increase 
in public debt, especially in recent years. The combined public 



debt of the Centre and the States increased from only Rs. 29,933 
crore at the end of 1974-75 toRs.1,92,797croreattheendof 
1986-87 amounting to 65. 7 percent of GDP. It is estimated to have 
reached Rs. 2,63,758 crore by March 31, 1989. Until the revenue 
deficft emerged, public borrowing (including borrowing from the 
Reserve Bank of India) was resorted to for financing public 
investment in physical assets or for granting loans to enterprises 
in the public and the private sectors. Wfth a large public sector in 
core enterprises and the State playing an active interventionist 
role in promoting growth, it is inevitable that there is a large public 
borrowing programme. But such a borrowing programme and the 
consequential growth of public debt need not have resulted in a 
corresponding growth of interest burden on the budget itseW n the 
investment in public enterprises es well as in financial assets had 
e~rned adequate returns. The total capital employed in the 
Central public enterprises (covered by The Public Enterprises 
Survey) amounted to about Rs. 52,000 crore at the end of 1986-
87. Of these, 100 units were making losses amounting to Rs. 
1,708 crore; 109 unfts were making alter-tax profit of Rs. 3,478 
crore of which Rs. 2,142 crore came from the petroleum sector. 
Hence, the profit alter-tax of enterprises in other than the 
petroleum sector amounted only to Rs. 1,336 crore. All in all, the 
rate of return on thecapftal of Rs. 51,931 crore amounted to 6 per 
cent before tax and 3.4 per cent after tax. Of course, n the 
petroleum sector is excluded, the rate of return would be negative. 
But the government has to continue to service the debt incurred for 
a large part of this huge investment. At the level of the States, the 
most important public enterprises are the State Electricfty Boards 
and the State Road Tran sport Corporations. The total capftal 
employed (net fixed assets) in State Electricfty Boards amounted 
to Rs. 13,534 crore in 1985-86 and together they incurred a 
commercial loss of Rs. 1.5~0 crore. The State Road Transport 
Corporations made an aggregate loss of Rs. 226 crore on a block 
capital of Rs. 1,882 crore. One of the major causes of the rise in 
the net interest burden on the general budget is the poor returns 
on the major investments of Central and the State Governments. 
Another cause is the creation of public debt for financing revenue 
expendfture which by its very nature cannot yield any direct 
return. 

B3.9 The total public debt of the Centre and the States now 
constitutes about 77 per cent of GDP and the gross interest 
burden amounts to 4. 7 per cent of GDP and the net interest burden 
3.1 per cent. The total fiscal deficft (the total borrowing 
requirements) of the Central Government has become large 
amounting to nearly 9.4 per cent of GDP. This in ftseW is not 

... 
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conducive to the maintenance of monetary stability. Besides, the 
consequent rise in interest burden tends to enhance the revenue 
deficft further. 

B3.10 The low level of Income and the fairly moderate rate of 
economic growth that we have beeri able to achieve together, 
constrain the extent of resources that can be raised by the 
governments. But the resources which the governments need for 
providing essential public services and for performing other 
functions expected of them are large and rising. The problem of 
scarcfty of resources, however, cannot be solved through 
increasing revenue deficits, which Is tantamount to living beyond 
one's means. The fiscal scenario in the country has worsened to 
an alarming extent and corrective steps are required now to 
reverse the trend and to create condftions for the restoration of 
health to the financial systel)l. Therefore, in our considered view, 
one of the major objectives of financial policy in the medium term 
should be the elimination of the revenue deficit. 

B3.11 Table B.3.2 indicates the trends in the share of the 
States in the total combined tax revenues of the Centre and the 
States. It is seen that over the years the share of total taxes 
accruing to the States has increased wfth some fluctuations. 
Since 1974-75 the rise has been fairly steady; the share of the 
States has increased from 44.8 per cent in 1974-75 to 50.6 per 
cent in 1986-87. In a similar manner, Table B.3.3 indicates the 
changing share of the States in total revenue accruals. (In this 
table besides devolution of taxes, Plan and non-Plan grants from 
the Centre are also included in the States' share). We note that the 
share of revenues accruing to the States has increased from 54.3 
percent in 1974-7510 61.6 percent in 1986-87. In other words, as 
of now, as much es 62 percent of the total revenues raised by the 
Centre and the States are placed at the disposal of the States 
although they themselves raise only 35.2 per cent of total 
revenues. 

B3.12 The dependence of the States on devolution and 
grants has gradually increased. While their own revenues have 
declined from 61.9 per cent of theirtotal revenues in 1974-75to 
57.2 per cent in 1986-87, their dependence on current transfers 
f ram the Centre has correspondingly increased from 38.1 per cent 
to 42.8 per cent (Table B.3.4). In this connection, ft is worth noting 
that the proportion of shared taxes in States' revenues is lower 
now than the high point reached in 1979-80 as a result of the 
application of the Seventh Finance Commission's 
recommendations. This decline, however, has been made up by 
an increase in the share of grants. 

TABLE B.3.1 

Reven1,1e Receipts And Revenue Expenditures 01 Central And State Governments As A Percentage 01 GDP 
(Percent/ 

Revenue Receipts Revenue Expenditure Revenue Revenue Receipts Revenue Revenue Combined Revenue 
Of Centre: Of Centre: Deficit Of States: Expend- Deficit Receipts Expend- Deficit Gross Net Including Excluding Of Gross ONn 1Ure Of iture Year Transfe!s Traisters Centre Of States 

To States To States States 
1974-75 10.52 8.85 7.80 6.36 1.04 8.20 5.07 7.65 0.55 15.09 13.49 1.59 
1975-76 12.13 10.10 8.98 7.35 1.13 9.49 5.83 8.28 1.21 17.38 15.04 2.34 
1976-77 12.14 10.15 9.80 7.93 0.35 10.19 6.35 8.90 1.29 17.97 16.33 1.64 
1977-78 11.86 9.98 9.54 7.55 0.45 9.79 5.92 8.72 1.06 17.11 15.60 1.51 
1978-79 12.44 10.56 10.28 7.82 0.28 10.57 6.23 9.47 1.09 18.02 16.65 1.37 
1979-80 12.65 9.67 10.28 8.36 -0.61 11.42 6.52 10.07 1.35 18.55 17.80 0.75 
1980-81 11.98 9.19 9.76 7.73 -0.57 11.07 6.25 10.41 0.66 17.55 17.46 0.09 
1981-82 12.18 9.50 9.68 7.90 -0.18 10.98 6.53 10.16 0.82 18.12 17.48 0.64 
1982-83 12,47. 9.86 10.56 8.55 -0.71 11.40 6.77 10.90 0.50 18.63 18.84 -0.21 
1983-84 12.08 9.54 10.70 8.62 -1.16 11.08 6.58 10.98 0.11 17.88 18.94 -1.05 
1984-85 12.72 10.22 11.73 9.54 -1.52 11.37 6.64 11.76 -0.39 18.63 20.53 -1.91 
1985-86 13.54 10.68 12.80 10.31 -2.12 12.15 6.89 11.95 0.21 19.43 21.34 -1.91 
1986-87 14.12 11.23 13.88 11.48 -2.65 12.26 7.01 12.26 0.01 19.92 22.56 -2.64 

Note : 1. States Include Union Territories. 2. New series of GDP estimates used. 
Source: Indian Eoonomic Statistics • Public Finance, Mnistry of Finance, Government of India. 
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TABLE 8.3.2 

The Share Of States In The Total Tax Revenues Of The Centre And States 
(Rs. Crores) 

Taxes Devo- Taxes Total Taxes (1) (2) (3) (4) (5) (6) 
Levied lution Accruing Taxes Accruing To 

Veer By The Of To States ~C~ntre States As 1973-74 220837 117476 338313 726038 46.60 
States Taxes Per Cent Of 1974-75 290131 122850 412981 922306 44.78 

Slates) Tota/Taxes 
1975-76 357294 159912 517206 1118173 46.25 

(1) (2) (3) (4) (5) (6) 1976-77 406079 167983 574062 1233196 46.55 

1961-62 48944 17892 66836 154318 43.31 1977-78 437780 180563 618443 1323718 46.72 

1962-63 58003 22404 80407 186507 43.11 1978-79 500269 195272 695541 1552756 44.79 

1963-64 69070 25824 94894 232446 40.82 1979-80 570943 340779 911772 1768308 51.56 

1964-65 77811 25874 103595 259880 39.86 1980-81 666417 378903 1045320 1984375 52.68 

1965-66 86092 27600 113692 292159 38.91 1981-82 829491 425820 1255311 2414241 52.00 

1966-67 95468 37273 132741 326119 40.70 1982-83 954590 463262 1417852 2724157 52.05 

1967-68 110284 41159 151443 345524 43.83 1983-84 1080342 500718 1581060 3152545 50.15 

1968-69 121141 48398 169539 370119 45.81 1984-85 1234283 585343 1819626 3581342 50.81 

1969-70 137694 62535 200229 420001 47.67 1985-86 1459652 725974 27851526 4326671 50.52 

1970-71 154562 75562 230124 475241 47.42 1986-87 1670075 835974 2506049 4953922 50.58 

1971-72 107275 94210 264485 557518 47.44 1987-88 (RE) 1896126 946603 2842729 5694962 49.92 

1972-73 193086 106140 299226 644055 46.46 1988-89 (BE) 2154834 1047815 3202646 6414681 49.93 

Source: Indian Economic Statistics - Public Finance, Mnistry of Finance, GoYemment of India. 

TABLE B.3.3 TABLE 8.3.4 

Revenue Accruals Of The Union Government And Composition Of State Revenues 
The State Governments 

(Rs. Crores) (Percent) 

Revenue Revenue Revenue Per Cent Per Cent States' Devolution States' Grants- Total States' 

Year RecGipts Accruals Accruals Revenue Revenue Year O.Vn Tax Of Taxes Non- In-Aid Revenue 0.Vn 
Of Centre Of Slates Of Centre Accruals Accruals Revenue Revenue Tax Revenue 
And States To Slate To Centre 

1974-75 11048 6004 5044 54.34 45.66 1974-75 48.32 20.47 13.57 17.64 100.00 61.89 

1975-76 13687 7475 6212 54.61 45.39 1975-76 47.80 21.39 13.62 17.19 100.00 61.42 

1976-77 15258 8652 6606 56.70 43.30 1976-77 46.94 19.42 15.33 18.32 100.00 62.26 

1977-78 16435 9401 7034 57.20 42.80 1977-78 46.57 19.21 13.92 20.29 99.99 60.49 

1978-79 18775 11008 7767 58.63 41.37 1978-79 45.45 17.74 13.48 23.33 100.00 58.93 

1979-80 21211 13060 8151 61.57 38.43 1979-80 43.71 26.09 13.35 16.85 100.00 57.05 

1980-81 23835 15036 8799 63.08 36.92 1980-81 44.32 25.20 12.15 18.33 100.00 56.47 

1981-82 28881 17504 11377 60.61 39.39 1981-82 47.39 24.32 12.06 16.22 99.99 59.45 

1982-83 33086 20243 12843 61.18 38.82 1982-83 47.16 22.89 12.25 17.70 100.00 59.41 

1983-84 36959 22908 14051 61.98 38.02 1983-84 47.16 21.86 12.25 18.74 100.00 59.41 

1984-85 42933 26220 16713 61.07 38.93 1984-85 47.07 22.32 11.33 19.27 99.99 58.40 

1985-86 51011 31906 19105 62.55 37.45 1985-86 45.75 22.75 10.95 20.54 99.99 56.70 

1986-87 58434 35981 22453 61.58 38.42 1986-87 46.42 23.23 10.78 19.57 100.00 57.20 

1987-88 (RE) 67349 41383 25966 61.45 38.55 1987-88 (RE) 45.82 22.87 10.58 20.72 99.99 56.40 

1988-89 (BE) 74781 45549 29232 60.91 39.09 1988-89 (BE) 47.31 23.00 10.50 19.19 100.00 57.80 

Note : States include Union Territories. Source: Indian Economic Statistics - Public Finance, Ministry of Finance, 
Government of India. 

Souree: Indian Economic Statistics - Public Rnance, Ministry of Finance, 
Government of India.. 
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APPENDIX-4 

ESTIMATION OF RELATIVE TAXABLE CAPACITY - A METHODOLOGICAL NOTE 

B4.1 A major purpose of general revenue sharing in a 
federation is to enable every State to provide 'reasonable' 
standards of public services. This requires that those States with 
lower taxable capacrties and those with addrtional cost disabilrties 
should be assisted to overcome these shortcomings. The First 
Finance Commission, while laying down the principles governing 
grants-in-aid, stated that the criterion of budgetary needs should 
be supplemented with, inter alia, tax effort, to ensure self-help by 
each of the States in financing its expenditure. 

84.2 Measurement of relative taxable capacfy and effort 
has thus acquired a pivotal significance, but presents a difficult 
task. The Fifth Finance Commission was the first to take account 
of the tax effort of the States. However, it measured "effort" merely 
as the ratio of tax revenue to State Domestic Product (SDP) of the 
States. The Seventh Finance Commission, which computed a 
'revenue equalisation formula', measured it by regressing tax 
revenue on SDP in a linear model. Similarly, the Planning 
Commission, which assigns a 10 per cent weight for tax effort in 
the modified Gadgil formula for distributing Plan assistance to the 
States, takes the tax-SDP ratio as a measure of tax effort. 

84.3 Weaknesses of the tax-SDP ratio as a measure of tax 
effort are well-known. To recapitulate, first, this measure assumes 
that the taxable capacrty of a State depends on only one factor, 
SDP. The tax bases of the States are diverse and although all 
taxes are ultimately paid out of incomes or wealth, SOP cannot be 
construed as the sole determinant. The economic structure of the 
States determined by such factors as degree of urbanisation, 
industrialisation and monetisation affects their taxable capacity. 
These factors can also affect administrative efficiency and, thus, 
tax compliance. Further, commodity taxes predominate in the 
States and in a tax regime marked by exemptions and high 
differentiation in tax rates, the distribution of -consumption 
(income) may also determine the States' relative taxable 
capacity. 

84.4· Second, the assumption of proportionality between 
incomes and tax revenues is unlikely to hold in the Indian context 
because of the system of exemptions and rate differentiation 
introduced to impart progressivity in the States' ~m~dity tax 
structure. As the proportion of tax-exempt and I8\i_lently taxed 
rtems is likely to be larger in the total consumption "income) of 
poorer States, the tax-SDP ratio as a measure of tax effort could 
impart a bias against them. Thus, this measure of tax Jffort does 
not adequately take into account the differences in per capita 
income among the States. Therefore, attempts have been made 
to develop more satisfactory approaches to measure relative 
taxable capacrty. 

Estimating Taxable Capacity -
Alternative Approaches 

84.5 Broadly, there are two approaches to measuring 
relative tax capacrty and effort 1: (i) the Aggregate Regression 
(AR) approach and (ii) the Representative Tax System (RTS) 
approach. 

84.6 In the AR approach, tax revenue, eijherpercapitaoras 
a ratio of SOP, is regressed on capacity indicators such as per 
capita income/consumption, the structure of the economy, the 
level of urbanisation and monetisation and the inter-personal 

distribution of incomes, in a linear or a \oglinear model. The 
regression coefficients indicate the ·average' effective rates of 
tax. By substituting the actual values of the independent variables 
in the estimated equation, taxable capacity is estimated2

• 

84. 7 In the RTS approach, first, the bases for each tax levied 
by the States are quantified and then, by applying the all-States 
average effective tax rates (the total yield from the tax divided by 
the total value of the tax base) on the tax bases of individual 
States, an estimate of their taxable capacijy is derived. By adding 
up the taxable capacity of individual taxes, the aggregate taxable 
capacity of a State is estimated3

. 

84.8 There are merits and flaws in both the approaches. The 
AR approach does not call for highly disaggregated data and also 
takes account of the inter-dependence of the tax bases. 
Sometimes, the effective rate itself can vary with the size of the tax 
base (the effective tax rate may be higher in a more developed 
State than in a less developed State), which is captured in the 
regression approach. However, in the regression approach the 
estimates are not derived by relating tax revenue to the actual or 
proxy tax bases, but only to macro capacity indicators. Although 
tax-wise analysis is possible under this method, aggregating the 
results from such a micro analysis takes away the advantage of 
taking into account the inter-dependence of the tax bases. The 
major weakness of the method, however, is that the residual error 
is taken to represent tax effort. The omission of variables 
representing effort in the equation may impart a bias in the 
regression estimates. 

84.9 On the other hand, Iha RTS approach has the merit of 
relating tax revenue to the individual tax bases or their proxies 
and, therefore, the logic of the method is more transparent. 
However, this method faces certain other problems, primarily the 
non-availabilrty of data on tax bases at the required level of 
disaggregation. This becomes crucial given the complex tax 
systems in the States. In the case of Sales Tax alone, there are 
differences in the points of levy (first-point, last-point), the number 
of taxable points (single-point, double-point and multi-point) and 
the nominal rates of tax. In fact, the number of nominal tax rates 
levied ranges from six in the case of Orissa to as many as nineteen 
in the cases of Bihar and Gujarat. In such a situation, obtaining 
dataonthe·.taxbasesas alsothetaxyieldfrom each of the tax rate 
categories becomes virtually impo_ssible. Consequently, the tax 
bases are aggregated into some manageable groups and tax 
base proxies are employed wherever the actual tax base data are 
not available. Because of this type of aggregation, the use of 
simple average effective tax rates may impart a bias against the 
poorer States. For example,~ all th a food articles are taken as one 
category of Sales Tax base then, given that the nominaJ·rates on 
foodgrains are lower than the rates on more expensive food 
articles (such as packed food and dry fruits), and further that the 
proportion of consumption of the former in a poorer State would be 
higher, using a uniform average tax rate for all the food articles 
might work against these States. 

84r 10 Considering the problems associated with the two 
approaches, in our first report, we adopted the Aggregate 
Regression approach for the major States, with one modification. 
This involved the pooling of cross-section observations over the 
period from 1980-61 to 1984-85 in a covariance model. The object 
was to improve the efficiency of the estimates by endogenising tax 
effort rather than taking rt as a part of the random error term. In 
order to impart homogeneity in the assessment and to reduce 



inequity, the States were grouped into high income, middle 
income and low income categories. Per capita tax revenues were 
regressed on per capita SOP, proportion of non-primary sectoral 
SOP and the Lorenz ratio of consumption expenditure 
distribution. By substituting the actual values of the independent 
variables and the average value of the State dummies 
(standardised to add to unity) in the equations we obtained the 
estimates of taxable capacity in the base year (1984-85). 

B4.11 For the period 1990-95, however, we stated in our first 
report that: "Taxable capacity will be estimated on the basis of an 
appropriate method such as the representative tax system 
approach or the regression approach". We decided in favour of 
the Representative Tax System approach because it gives us tax 
by tax estimates and as these estimates are derived by the use of 
relevant tax bases (actual and proxy), they are more easily 
understood and, therefore, find easier acceptance. 

B4.12 We entrusted the National lnstltue of Public Finance 
and Policy with the task of collecting the requisite data from the 
States for applying the RTS approach and deriving estimates of 
taxable capacity. The NIPFP was also requested to carry out 
preliminary exercises in order to enable us to identify the more 
suitable methodology given data availabillty and other 
considerations. In their exploratory exercise, the NIPFP found 
thatthey could not apply the simple RTS methodology mainly due 
to data !imitations. Their exercise showed us that we had to marry 
the RTS approach with the regression methodology. Using the 
NIPFP study as the base, we estimated tax-wise capacities by 
employing cross-section regression average tax rates. These 
estimates were presented at a meeting of experts convened by 
us. They expressed the view that, considering the complexlties in 
the States' tax systems and the non-availability of reliable 
disaggregated data on tax basesortheirproxies, the RTS method 
of determining taxable capacity might not be appropriate. Nor did 
they approve of the computation of taxable capacity on the basis 
of cross-section regressions for the majortaxes. They suggested 
that the covariance method used in the first report could be used 
with certain improvements. While a few of the experts indicated 
their preference for the aggregate model that was used forthefirst 
report, but based on a longer time series with both slope and 
intercept dummies specified, others were of the view that a tax by 
tax analysis would have more information content and would be 
useful in Identifying the problem areas for raising tax revenues in 
different States. They further suggested that norms should be 
evolved separately for the States grouped on the basis of their 
level of development as the variables representing per capita 
SOP in the equation may not adequately capture the 
heterogeneity among the States. 

B4.13 We have sought to improve upon the model used for 
estimating taxable capacity in the .first report by incorporating 
some additional variables such as road and railway length per 
thousand population and variance of lognormal distribution in 
consumer expenditures instead of the Lorenz ratio. However, 
there were no significant differences in the results of taxable 
capacity derived by this model from the results obtained in the first 
report. A possible improvement could have been a longer time 
series and introduction of slope dummies in addition to the 
intercept dummies for the States. However, the data on the New 
Series ( 1981) of SOP are available only for the period 1980--81 to 
1984-85 and putting slope dummies in addition to intercept 
dummies for the States would have seriously restricted the 
degrees of freedom and affected the efficiency of the estimates. 
Also, although we are interested in only the aggregate taxable 
capacity estimates, the tax by tax analysis would enable us to 
incorporate a larger number of determinants in the analysis and 
choose appropriate functions for each of the taxes. 

Methodology 
B4.14 On a balance of considerations, we preferred to re­

estimate relative taxable capacities of the States from each of the 
major taxes and summed them up to arrive at an estimate of 
aggregate taxable capacity. For the purpose, we have taken 
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separately six major taxes, namely, (i) Sales Tax (including 
Central Sales Tax and Purchase Tax on Sugarcane), (ii) State 
Excise Duties, (iii) Stamp Duty and Registration Fees, (iv) Motor 
Vehicles Tax and Passengers and Goods Tax, (v) Entertainment 
Tax, (vi) taxes on agricultural land and incomes, and a residual 
category, other taxes. As the revenues from the taxes on 
agricultural land and incomes and other taxes were not amenable 
to proper statistical analysis, we preferred to make projections on 
the basis of the actuals. It is necessary to mention in this 
connection that the revenue from cess on mines and minerals has 
been excluded from agricultural taxes wherever It is shown under 
the head and included alongwlth royalty on mines for the sake of 
unttormity. As the revenue from agricultural taxes is projected on 
the basis of actuals, transferring the cess to the non-tax revenue 
side does not affect the estimates of revenue capacity in the 
States. 

84.15 Taxable capacity of the States for the remaining five 
major taxes has been estimated by employing the model using 
pooled time-series and cross-section observations. Although the 
model is similar to the one employed in the first report, two 
important differences may be noted. First, as already mentioned, 
unlike the aggregate model used in the first report, the estimates 
have been made separately for the five major taxes. As the 
behaviour of different taxes could differ, this disaggregated 
analysis allows us to choose the best fitting functional form of the 
equations for each tax. Further, in a disaggregated analysis we 
can relate individual taxes to relevant bases or proxies. Thus, 
essentially, the method is a modttied Representative Tax System 
approach wherein instead of the arithmetic mean effective tax 
rate, the regression average rate is taken as the norm. Secondly, 
while the first report used the quasi-restricted "fixed effects" 
model with a common slope but varying intercepts across the 
States, the present model is a completely restricted one-with both 
intercepts and slope parameters assumed to be common across 
the States. However, we have allowed the model to capture the 
inter-temporal shttts through intercept time dummies. In other 
words, in the model, we estimate the behaviourial relationships 
between each of the major taxes and the relevant tax base 
proxies, separating out the 'shifts' over time through time 
dummies, but without separating the State-specttic effects. 
Therefore, unlike in the earlier model where the average value of 
State dummies had to be substituted alongwith the actual values 
of capacity variables and time dummies to estimate taxable 
capacity, in the present model, as the State dummies have not 
been estimated, substitution is done only for the capacrty 
variables and time dummies. In orderto reduce heterogeneity in 
the sample and to evolve equltable norms the States have been 
grouped into high income, middle income and low income 
categories for the three major taxes, namely, the Sales Tax, 
Stamp Duty and Registration Fees and Motor Vehicles and 
Passengers and Goods Taxes. In the case of State Excise Duties, 
data on the tax base proxies were available only for three years 
and, therefore, to permit adequatedegreesoffreedom, the States 
have been classttied into only two categories. In the case of 
Entertainment Tax, no grouping of the States has been resorted 
to. The results of the regressions of the major taxes are analysed 
in what follows. 

Analysts 01 The Results 
(/) Sales Tax: 

84.16 The closest tax base proxy for the Sales Tax is the 
State Domestic Product and Its sectoral composition. Other 
variables such as proportion of urban population, electricrty 
consumption, road and railway length per thousand persons or 
thousand sq. km. area and inter-State price differences could also 
be important in determining the Sales Tax revenues in different 

-states. Howevac...the NeYL&.eJie_s J.1J81] data on SOP are 
available only for the period 1980-81 to 1984-85 and, theretmr,­
we have confined our analysis to this period. 

B4.17 Foi the reasons mentioned earlier, we have grouped 
the States into three categories. The results of regression 



analysis are presented in Table B.4.1. In the case of high income 
States, it may be seen that total SOP and proportion of non­
primary sectoral SOP together explain about 98 per cent of 
variations in the Sales Tax revenues among Iha States, wtth the 
latter variable being signnicant at one per cent level in a log-linear 
equation. In the case of middle income States, per captta Sales 
Tax revenue is found to be signnicantly related to the road and 
railway length per thousand sq. km. area and percaptta electricity 
consumption in a log-linear model. Both the variables are found to 
be signnicant atone per cent level and the A-Bar-Squared ofthe 
equation is 0.96. In Iha case of low income States, variation in 
total Sales Tax revenue is explained by SOP, road and railway 
length per thousand sq. km. area and per captta electricity 
consumption. All the three variables are signKicant at one percent 
level and explain about 90 per cent of variations in the tax 
revenue. 

(II) Stamp Duti.s And Registration Fees: 

B4.18 Although the value of property transactions, 
particularly immovable property transactions, should be taken as 
the tax base, reliable information on the variable is not ~vailable. 
We have, therefore, been constrained to use proxies such as 
SDP, tts sectoral composttion, and road and railway length per 
thousand sq. km. area. The larger the SDP, the higher should be 
the volume and value of property transactions. In the States 
where the proportion of non-primary sectoral SDP is higher, the 
volume and value of immovable property transactions is expected 
to be higher. Road and railway length per thousand sq. km. area, 
which denotes connectivity, also can be taken to determine both 
the volume of property transactions and the price of property 
transacted. 

B4.19 As in the case of Sales Tax, since the SDP is an 
important variable, the analysis is confined to the period from 
1980-81 to 1984-85. Here too, we have analysed the behaviour of 
the tax separately in high income, middle income and low income 
States. 

B4.20 It may be seen from Table B.4.1 that in the cases of 
both high income and middle income States, SDP and road and 
railway length per thousand sq. km. area are found lo be 
signtticant. For the high income States about 90 per cent of 
variations in tax revenues is explained by the two variables 
whereas for the middle income States, the A-Bar-Squared is 
0.65. In the case of low income States, SDP is found to be the 
signtticant factor but we have also retained the proportion of non­
primary sectoral SDP and road and railway length per thousand 
population in the equation. The A-Bar-Squared of the equation is 
0.97. 

(Ill) Tax On Motor Vehicles And Goods And Passengers: 

B4.21 The revenue from the tax essentially depends upon 
the number and the types of motor vehicles registered in different 
States. Information on motor vehicles by types of vehicles 
registered i_n the States is available only upto 1985-86. We have, 
therefore, confined our analysis to the period from 1980-81 to 
1985-86. 
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B4.22 Taking types of motor vehicles rather than their total 
number as explanatory variables in the equations does not lead to 
any specific advantage in revenue forecasting and may even 
result in multicollineartty. After various trials, the total number of 
vehicles and the proportion of heavy vehicles lo total vehicJes· 
were found to explain the variations in tax revenue significantly at 
one per cent level and the equations for the two categories have 
very high explanatory power. In the case of low income States, 
however, only the total number of vehicles was found to be 
signKicant, perhaps, because the composition of types of vehicles 
in different States wtthin the 11roup is not very different. In the case 
of these States, the equat10n has an R-Bar Squared of over 
0.86. 

(Iv) State Excise Duties: 
B4.23 Consumption of different types of liquor has been 

taken as the base of State Excise Duties. The NIPFP study has 

collected information on consumption of country spirit, Indian 
made foreign liquor (IMFL) and beer in the major ~tales for the 
years 1982-83 to 1984-85. We have, therefore, confined our 
analysis to these three years. 

B4.24 In this connection, tt is necessary to mentionthatoflhe 
14 major States, Gujarat has been following prohibition policy and 
revenue accrues under this head only on account of duty on 
medicinal and toilet preparations. Therefore, we have confined 
our statistical analysis to 13 States. Considering this and given 
that the data are available only for three years, we have classttied 
the States into only two categories, that is, States having above 
and below average per captta SDP. Andhra Pradesh, Haryana, 
Karnataka, Kerala, Maharashtra, Punjab and West Bengal fall 
into the first category. The second category consists of six States • 
Bihar, Madhya Pradesh, Orissa, Rajasthan, Tamil Nadu and Uttar 
Pradesh. 

B4.25 The regression results presented in Table B.4.1 show 
that tax revenue variations among more developed States are 
explained by the consumption of country spirtt and road and 
railway length per thousand population. Both the variables are 
signtticant al one per cent level and the A-Bar-Squared of the 
equation is 0.78. In the case of less developed States, however, 
the two signtticant variables are consumption of country spirit and 
SDP of the State, with the equation having an A-Bar-Squared of 
0.89. 

(v) Entertainment Tax: 

B4.26 Entertainment Tax mainly accrues from Cinema 
although there are some receipts from betting, horse racing and 
such other recreational activtties. Among the 14 major States, 
Kerala has transferred the taxing power under this head lo the 
local bodies and, therefore, significant revenues are collected 
only in the other 13 States. The NIPFP study has collected 
information on seating capacity in cinema halls in various States 
for the three years, 1982-83 to 1984-85. This being the tax base 
proxy, we have confined our analysis to these three years. 

B4.27 In the case of Entertainment Tax, after considerable 
experiment, we have preferred to make the analysis for all the 13 
Slates w~hout resorting to any grouping to avoid spurious results. 
Our analysis shows that the tax revenue is significantly related lo 
seating capacity, SDP and the proportion of urban population to 
total population in the States. While the seating capacity is the 
overall capacity indicator, the other two variables proxy both the 
occupancy ratio and the proportion of higher denomination seats 
occupled. The equation is significant at one per cent level with an 
R-Bar Squared of 0.91. 

Estimate Of Taxable capacity And Projections 

B4.28 As mentioned earlier, taxable capacity is estimated by 
subst~uting the values of the independent variables for the last 
year of observation and the coefficient of time dummy variable for 
the same year4. For all the taxes except Motor Vehicles and 
Passengers and Goods Taxes, the estimates have been made for 
1984-85 and for the latter, for 1985-86. 

B4.29 The taxable capacity estimates made for the initial 
year is projected to the base year 1989-90. Agricultural taxes and 
other taxes for which no normative estimates are made are 
projected to 1989-90 on the basis of the trend rates of growth. As 
for the other items of tax revenue, we generated two alternative 
projections by applying two sets of growth rates, the first, on lh$ 
basis of buoyancies of various taxes in high, middle and low 
income groups of States multiplied by the trend rate of growth of 
SDP in each State, and the second, by applying the trend rates of 
growth in tax revenue observed in the respective States. 
Generally, as in the States where the performance in the initial 
year was below average, the trend rates of growth too were lower. 
Therefore, the application of normative growth computed w~h the 
first method would have required these States to raise revenues 
even by a higher percentage than was indicated in the estimates 
of the in~ial year. To be more realistic, therefore, we applied the 



secpnd method. According to this, the performance of the States 
irH 989-90 shows an improvement overthe initial year ff the rate of 
growth of tax revenue during the period is fasterthan tts own trend 
rate of growth of the tax. 

B4.30 It may be recalled that, for ensuring comparabiltty, the 
cess on mines and minerals levied in the States under the Major 
Head "Land Revenue' has been treated as non-tax revenue. 
However, it is possible to argue that for the purpose of assessing 
the tax performance, the cess should be considered as tax 
revenue. In th"e case of agricultural taxes, as we have not made 
any normative estimates, but merel~ projected the revenue on the 
basis of actuals, from the point of view of estimates of taxable 
capacH:y, transferring cess on mines and minerals to the non-tax 
revenue side does not matter. However, in assessing tax 
pertormance, tt may be preferable to transfer the cess to the tax 
revenue side. As the cess on mines and minerals has been 
projected for the period of our recommendation on the basis of 
budget estimates of 1989-90 (B.E), we have added the yield to tax 
revenue both in the potential and actual figures for the year 1989-
90. The resulting relative perlormanceof different States is shown 
in Table B.4.2. 

B4.31 It maybe noted thatthetaxablecapacity estimates for 
Gujarat do not include any revenue from State Excise Duties other 
than on medicinal and toilet preparations, due to the State's 
prohibttion policy. Altha same time, the estimates for Tamil Nadu 
include revenue from country liquor because prohibition was 
introduced there only in 1987-88. The Commission, after 
considering the issues involved, decided to take into account 30 

Notes: 

1. Forareviewofthe two approaches, see Bahl/1971, 1972JandAkin 
{1973], 

2. 

3. 

4. 

For studies using regression approach in the Indian context. see 
Nambiar and Rao {1972], Reddy {1975], Prasad {1988] and 
Oommen {1987]. 

The two important studies measuring taKable capacity usi_n.s_ the 
Representative Tax System approach are: Thimmaiah {1979} and 
ChBl/iah and Sinha {1982]. 

We have adjusted the constant term so that the total estimated 
revenue equals the total observed revenue in respect of each of the 
taxes as is suggested in lntriligator [1980]. 

Referencea: 
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Adv;sory Commission on Intergovernmental Relations {1971]. 
Measuring Fiscal Capacity and Effort of State and Local Areas, 
Washington 0. C. 

Akin, John S. {1973), "Fiscal Capacity and the £stima~on Method of 
Adlnsory Commission on lnter•govemmental Relations~ National 
Tax Journal, Vol 26, No.2. 
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per cent of revenue that would have accrued to these States had 
there been no prohibition in them. Accordingly, in the base year 
( 1989-90) estimates of taxable capacity from State Excise Duties, 
we have added Rs.72 crore in the case of Gujarat (as the 
estimates do not include revenue from State Excise Duties), and 
deducted Rs.272 crore in the case of Tamil Nadu (as the 
estimates already include revenue from State Excise Duties). 

B4.32 From the taxable capacity estimates for the base year 
1989-90, we made projections for the period of our 
recommendation, 1990-91 to 1994-95. This has been done by 
assuming a real SDP growth of 6 per cent per annum and an 
inctease in the price level of 5 per cent per annum. Keeping these 
in the background, we have assumed the tax revenues to grow 
normatively at 11.5 per cent per annum. Individual taxes are 
projected on the basis of their past behaviour and adjusted pro 
rata to conform to the aggregate. 

B4.33 It has been pointed out that the observed 
undertaxation in the States where tt prevails is the result of the 
operation of the tax systems for a number of years and cannot be 
remedied overnight. In order to provide adequate time for 
adjustment, we have reckoned normative tax revenues in a 
phased manner starting from the trend levels in 1989-90 and 
reaching the normative levels in 1994-95. Under this plan, no 
Slate is suddenly put to any undue hardship and can adopt 
appropriate policies to reach normative levels of tax revenue by 
the terminal year of our recommendation. The projected 
normative levels of tax revenues are presented in Table B.4.3. 

3. 

4. 

5. 

6. 

7. 

8. 

Bahl, Roy W Jr. {1971/, "A Regression Approach to Tax Effon and 
Tax Ratio Analysis", IMF Staff Papers. Vol.18, No.3. 
Bahl, Roy W Jr. /1973}, "A Representative Tax System Approach to 
Measunf1g Tax Effort in Developing Countries". IMF Staff Papers, 
Vol. 79, No. 1. 
Chelliah, R.J. and Sinha, Narain {1982/, Measurement of Tax Effort 
of State Governments, 1973-76 NIP~P. New Delhi. 
Government of India 11988], First Report of the Ninth Finance 
Commission, New Delfii. 
Thimmaiah, G.[1979]. "Revenue Potential and Revenue Efforts of 
Southern States", Oxford and 1.8.H. Publishing Co., New Delhi. 
lntriligator {1980], Econometric Models, Techniques and 
Applications, Prentice Hall, New Delhi. 

9. Nambiar, K. V and Rao M.G. {1972], "Tax Performance of States", 
Economic and Political Weekly, May,20. 

10. Oommen, M.A. {1987], ·Relative Tax Effon of States", Economic 
and Political Weekly, March, 14. 



• 

• 

109 

TABLE B.4.1 
Regression Results 

Dependent Variable Total Tax Revenue from from Sales 
Tax 

Income Cat~ory 
Number Of servations 

High Income States 
20 Degrees Of Freedom 13 

Regressor Coefficient Standard T-Ratio 
Error 

State Domestic Product at 
Factor Cost 0.3769 0.2169 1.7378 

2 Proportion of income originating 
from non-primary sector to total 
income originating 2.8775 0.7326 3.9279 

Time period (1980-81) 6.7832 3.3084 2.0503 

Time period (1981-82) 6.9494 3.3456 2.on2 

Time period (1982-83) 6.9281 3.3367 2.0763 

Time period (1983-84) 6.9650 3.3601 2.0729 

Time period (1984-85) 6.9340 3.3666 2.0596 

A -Squared 0.9852 Residual Sum of Squares 0.1755 

A • Bar • Squared 0.9784 S.E. of Regression 0.1162 

Dependent Variable Per car,ita Tax Revenue from Sales Tax 
Income Ca~ory Middle ncome States 
Number Of servations 25 Degrees Of Freedom 18 

Regressor Coefficient Standard T-Ratio 
Error 

Road/railway length per 1000 
square kilometre area 0.4472 0.0327 13.6831 

2 Per capita energy sales to 
ultimate consumers 0.4304 0.0572 7.5212 

Time period (1980-81) -0.5235 0.2992 -1.7496 

Time period ( 1981-82) -0.3564 0.3030 ·1.1761 

Time period (1982-83) -0.2836 0.3038 -0.9335 

Time period (1983-84) -0.1669 0.3030 -0.5508 

Time period (1984-85) -0.0772 0.3105 -0.2485 

A-Squared 0.9698 Residual Sum of Squares 0.0634 
A • Bar • Squared 0.9597 S.E. of Regression 0.0594 

Dependent Variable Total Tax Revenue from Sales Tax 
Income Cat~ory Low Income States 
Number Of servations 25 Degrees Of Freedom 18 

Regressor Coefficient Standard T-Ratio 
Error 

State Domestic Product at 
FactorCost 0.7414 0.0684 10.8323 

2 Proportion of income originating 
from non-primary sector to total 
income originating 2.6072 0.5096 5.1163 

Time period (1980-81) 1.9193 1.2380 1.5503 

Time period (1981-82) 1.9356 1.2270 1.5774 

Time period (1982-83) 1.8962 1.2214 1.5525 

Time period (1983-84) 1.9421 1.2429 1.5626 

Time period (1984-85) 1.8708 1.2256 1.5265 

A -Squared 0.9678 Residual Sum of Squares 0.2383 
A • Bar • Squared 0.9571 S.E. of Regression 0.1151 

Note: Income catef}O(ies : 
a) High fncx,me States : Gujarat, Haryana, Maharashtra, Punjab. 
b) Middle Income States : Andhra Pradesh, Karnataka, Kera/a, Tamil 

Nadll, West Bengal. 
c) low lncoms States : Bihar, Madhya Pradesh, 0-issa. Rajasthan, Uttar 

Pradesh. 

Dependent Variable Total Tax Revenue from Stamps and 
Registration 

Income Ca~ory High Income States 
Number Of servations 20 Degrees Of Freedom 13 

Regressor Coefficient Standard T-Aatio 
EITOf 

State Domestic Product at 
Factor Cost 0.5633 0.0542 10.4006 

2 Road/railway length per 1000 
square kilometre area 0.3408 0.0756 4.5050 

Time period (1980-81) -1.5170 1.0605 -1.4305 

Time period (1981-82) -1.3938 1.0733 -1.2986 

Time period ( 1982-83) -1.4140 1.0806 -1.3085 

Time period (1983-84) -1.4668 1.0907 -1.3448 

Time period ( 1984-85) -1.4720 1.0980 ·1.3406 

A-Squared 0.9156 Residual Sum of Squares 0.1728 

A • Bar • Squared 0.8767 S.E. of Regression 0.1153 

Dependent Variable Total Tax Revenue from Stamps and 
Registration 

Income Ca~ry Middle Income States 
Number Of O servations 25 Degrees Of Freedom 18 

Regressor Coefficient Standard T-Ratio 
Emir 

State Domestic Product at 
Factor Cost 0.7701 0.1496 5.1487 

2 Road/railway length per 1000 
square kilometre area 0.4676 0.1129 4.1429 

Time period (1980-81) ·5.0338 2.4890 -2.0225 

Time period (1981-82) -5.0122 2.5099 -1.9970 

Time period ( 1982-83) -4.9883 2.5270 -1.9740 

Time period (1983-84) -5.0250 2.5535 ·1.9679 

Time period (1984-85) -4.9691 2.5722 -1.9319 

A-Squared 0.7575 Residual Sum of Squares 0.4750 
A • Bar • Squared 0.6766 S.E. of Regression 0.1625 

Dependent Variable Total Tax Revenue from Stamps and 
Registration 

Income Category Low Income States 
Number Of Observations 25 Degrees Of Freedom 17 

Regressor Coefficient Standard T-Ratio 
Error 

State Domestic Product at 
Factor Cost 1.4339 0.0871 16.4542 

2 Proportion of income originating 
from non-priinary sector to total 
income originating 0.7756 0.6511 1.1913 

3 Road/railway length per 1000 
population 0.0702 0.0823 0.8529 

Time period (1980-81) -10.9559 1.5894 -6.8928 

Time period ( 1981-82) -10.9979 1.5750 -6.9828 

Time period (1982-83) ·10.9343 1.5678 -6.9741 

Time period (1983-84) -11.0640 1.5960 -6.9323 

Time period (1984-85) -11.1049 1.5728 -7.0605 

A-Squared 0.9805 Residual Sum of Squares 0.2914 
A • Bar • Squared 0.9725 S.E. of Regression 0.1309 

Note: Income categories : 
a) High Jncome States : Gujarat, Haryana, Maharashtra, Punjab. 
b) MkJd/9 Income States : Andhra Pradesh, Karnataka, Kera/a, Tamil 

Nadu, West Bengal. 
c) low Income State$ : Bihar, Madhya Pradesh, Orissa, Rajasthan, Uttar 

Pradesh.-



Dependent Variable Revenue.lrom Motor Vehicles and 
P&ssenger Goods Taxes 

Income Cate_gory High Income States 
Number Of Observations 24 Degrees Of Freedom 16 

Regressor Coefficient Standard T-Ratio 
Enor 

Total registered motorvehiaes 0.3877 0.0517 7.4921 

2, Proportion of heavy vehicles 

1 

2 

to total vehicles 0.9000 0.1495 6.0220 

Time period (1980-81) 5.6257 0.7305 7.7016 

Time period (1981-82) 5.5621 0.7315 7.6032 

Time period (1982-83) 5.9292 0.7397 8.0157 

Time period (1983-84) 5.9925 0.7524 7.9643 

Time period (1984-85) 5.9945 0.7623 7.8634 

Time period ( 1985-86) 6.0493 o.n11 7.8450 

R-Squared 0.8968 Residual Sum of Squares 0.5007 

R • Bar • Squared 0.8516 S.E. of Regression 0.1769 

Dependent Variable Revenue from Motor Vehicles and 
Passenger Goods Taxes 

Income Cate\rry Middle lnoome States 
Number Of O servations 30 Degrees Of Freedom 

Regressor Coefficient Standard 
Enor 

Total registered motor vehicles 1.5207 0.1705 

Proportion of heavy vehicles 
to total vehiaes 0.5556 0.1830 

Time period (1980-81) -9.6157 1.9735 

Time period (1981-82) -9.7024 1.9920 

Time period (1982-83) -9,7840 2.0110 

Time period (1983-84) -9.nsB 2.0262 

Time period (1984-85) -9.8064 2.0473 

Time period (1985-86) -9.8303 2.0671 

R • Squared 0.8458 Residual Sum of Squares 

R- Bar-Squared 0,7967 S.E. of Regression 

22 

T-Ratio 

8.9216 

3.0359 

-4.8723 

-4.8706 

-4.~ 

-4.8252 

-4.7898 

-4.7555 

1.0313 

0.2165 

Dependent Variable Revenue from Motor Vehicles and 
Passenftr Goods Taxes 

Income Cate~ ry Low Income tates 
Number Of servations 30 Degrees Of Freedom 

Regressor Coefficient Slandard 
Enor 

Total registered motor vehicles 0.9202 0.0725 

Time period (1980-81) -3.1471 0.8918 

Time period (1981-82) -3.1286 0.9004 

Time period (1982-83) -3.0506 0.9091 

Time period (1983-84) -3.0728 0.9194 

Time period (1984-85) -3.0075 0.9262 

Time period (1985-86) -3.0592 0.9425 

R-Squared 0.8917 ResidualSumofSquares 

R •Bar• Squared 0.8635 S.E. of Regression 

23 

T-Ratio 

12.7014 

-3.5288 

-3.4748 

-3.3557 

-3.3424 

-3.2471 

-3.2459 

1.5534 

0.2599 

Nat■: Income categories : 
a) High Income States : Gujarat, Haryana. Maharashtra. Punjab. 
b) Mdd/11 Income Stattls ; Andhra Pradesh, Kamatalca, K9tala, Tamil 

Nadu, W11st Bengal. 
c) Low lncomtl States : 8'1sr, Madhya Pradesh, OiSN. Rajasthan, LJrrar 

Pradefll. 
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Dependent Variable Tota.I Revenue from State Excise Duties 
Income Category High Income States 
Number Of Observations 21 Degrees Of Freedom 16 

Regressor Coefficient Slandard T-Ratio 
Error 

1 Consumption of Country Spirit (PL) 0.7172 0.1004 7.1403 

2 Road/railway length per 1000 
population 0.3819 0.1173 3.2554 

Time period (1982-83) -2.7314 1.6699 ·1.6357 

Time period (1983-84) -2.6895 1.6806 -1,6003 

Time period (1984-85) -2.5265 1.6831 -1.5011 

R-Squared 0.8235 Residual Sum of Squares 0.9363 

R • Bar • Squared 0.7794 S. E. of Regression 0.2419 

Dependent Variable Tota.I Revenue from State Excise 
Duties 

Income Cat~ry Low Income States 
Number Of O servations 18 Degrees Of Freedom 13 

Regressor Coefficient Slandard T-Ratio 
Enor 

Consumption of Country Spirit (PL) 0.8276 0.1169 7.0TT7 

2 State Domestic Product at 
Factor Cost 0.8712 0.1759 4.9529 

Time period (1982-83) -16.7964 2.2481 -7.4713 

Time period (1983-84) -16.9020 2.2749 -7.4299 

Time period (1984-85) -16.8711 2.2871 -7,3765 

R-Squared 0.9170 Residual Sum of Squares 1.1138 

R- Bar- Squared 0.8914 S.E. ofRegression 0.2927 

Nole: Income cattl{IOrieS : 

2 

3 

a) High Income States : Andhra Pradesh, Haryana, Karnataka, Kera/a, 
Maharashtra. Punjab, West Bengal. 

b) Low lnoome States: Bihar, Madhya Pradesh, Orissa. Rajasthan, Tamil 
Nadu, Uttar Pradesh. 

Dependent Variable Total Tax Revenue from Entertainment 
Taxes 

Income Cat~ory 
Number Of servations 

MajorSlates exaudin~ Kerala 
39 Degrees Of reedom 33 

Regressor Coefficient Slandard T-Ratio 
Enor 

State Domestic Product at 
Factor Cost 0.9348 0.1497 6.2443 

Seating capacity in cinema halls 0.2837 0.0857 3.3115 

Proportion of urban population to 
total population 0.8174 0.1550 5.2728 

Time period (1982-83) • 11.4031 1.4053 -8.1141 

Time period (1983-84) -11.5149 1.4265 -8.0719 

Time period (1984-85) -11,5453 1.4378 -8.0298 

R-Squared 0.9194 Residual Sum of Squares 2.3070 

R • Bar - Squared 0.9071 S, E. of Regresslon 0.2644 
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TABLE B.4.2 
Taxable Capacities Of The 14 Major States From Different Taxes For 1989-90 

STATE 

1 Anctira Pradesh 

2 Bihar 
3 Guja'at 

4 Haryana 

5 Kamataka 
6 Kerala 

7 Madhya Pradesh 

8 Maharashtra 

9 Orissa 
10 Purjab 

11 Rajasthan 

12 TamilNadu 

13 UttarPradesh 

14 West Bengal 

14 Major Stales 

Sales 
Tax 

126611 

65108 

126835 

42430 

105658 

76958 

70806 

Stale 
Excise 
Duty 

60887 

8406 

8045 

25262 

38906 

15991 

17606 

261532 . 58961 

30076 3943 

59173 36959 

Moler 
Vehicle 
Tax 

16643 

11120 

19264 

13809 

21650 

10891 

18241 

26131 

4054 

11869 

Stamps Enter-
And Regi- tain­
stration ment 

9343 

7079 

Tax 

6158 

1570 

8374 5858 

6096 894 

10197 5622 

9264 1 

8572 3562 

14250 16997 

2469 888 

9468 2006 

55530 12159 11693 4883 1510 

7358 

6937 

7096 

66457 

181611 23289 21877 14672 

127731 30010 24272 23799 

112357 16300 17939 10511 

1442417 356723 229452 138977 

Agriculture Other 
And Land Taxes 
Revenue 

1744 7113 

1988 1572 

2814 14908 

233 434 

2143 3388 

3865 313 

1553 1481 

3600 23333 

943 0 

351 926 

Normative 
Taxable 
Capacity 

228499 

96843 

Tax 
Revenue 
{Trend) 

246537 

87653 

186097 187653 

89157 85178 

187564 182640 

117283 • 121929 

121821 119361 

404805 405917 

42373 39952 

120752 113735 

2453 

3815 

2948 

1829 

30277 

398 88625 100293 

8963 261584 243039 

13 215710 255225 

6957 172989 154309 

69800 2334103 2343421 

(Rs. Lakh) 

Percent Tax 
Tax Revenue 
Effort (B.E.) 

107.89 236193 

90.51 93474 

100.84 164674 

95.54 86967 

9J.37 181045 

103.96 112936 

97.98 127520 

100.27 377484 

94.29 43666 

94.19 117436 

111.17 96317 

92.91 233802 

118.32 216629 

89.20 198112 

100.40 2286255 

Per Cent 
Tax 
Effort 

103.37 

96.52 

88.49 

97.54 

96.52 

96.29 

104.68 

93.25 

103.05 

97.25 

108.68 

89.38 

100.43 

114.52 

97.95 

Nole : 1. Thirty per cent of the presumed Joss on account of the prohibition policy has been added to the taxable capacity estimates of Gujarat and 
Tami/Nadu. 

2. Revenue from ·Agriculture and Land Revenue• and •Other Taxes" have been projected on the basis of actuals for the year 1986-87. 

TABLE B.4.3 
Projections Of Nonnative Tax Revenue Of The 14 Major States 

1990-91 
1989-90 1990-91 1991-92 1992-93 1~-94 1994-95 to 

1994-95 

(1) (2) (3) (4) (5) (6) (7) 

Revenue Category : Sales Tax 
1 Andhra 

Pradesh 135084 
2 Bihar 
3 Gujarat 
4 Haryana 
5 Ka-nataka 
6 Ke<ala 

66323 
138709 

42155 
106551 
81997 

149191 
74418 

154054 
47112 

118920 
90629 

164598 181378 199592 219278 914036 
83324 93055 103472 113297 467~ 

11on1 188754 201312 220115 941606 
52633 58780 65622 73235 297383 

132612 14nss 164530 183074 746902 
100075 110393 121641 133876 556612 

7 Madhya 
Pradesh 

a Mahara-
67064 76635 87246 98979 111688 122835 497384 

9 Oissa 
10 Punjab 
11 Rajaslhan 
12 Tamil 

272655 302976 
27489 31842 
57739 64945 
61731 68049 

336072 372120 
36320 41329 
73041 82123 
74835 82127 

411288 453734 1876189 
46890 52358 208738 
92183 102175 414466 
89848 96895 411754 

Nadu 163799 188219 215980 247471 282601 315028 1249298 
13 Uttar t11 

Pradesh 124848 144205 163548 183837 204987 221618 918196 
14 West 

Bengal 105555 120696 1ansa 156949 111935 194774 788123 

14 MaJor 
Stat• 1451699 1631890 1828822 2045059 2279589 2502892 10288252 

Revenue Category : State Excise Duty 
1 Andhra 

ProdNh 
2 Blhar 
3 Gujarat 
4 Ha.-yona 
5 Kanataka 
6 Kerala 
7 Madhya 

Pradesh 

68273 
7030 
1108 

21005 
32368 
19641 

23568 

74656 
8205 
11162 

25184 
37543 
21100 

25123 

81551 
9557 
3124 

28903 
43508 
22646 

26692 

68976 
11103 
5227 

33160 
50381 
24280 

28259 

96943 
12842 
8688 

38031 
58297 
26004 

29759 

105450 447577 
14628 56335 
13999 32901 
43602 168880 
67412 257140 
27817 121848 

30543 140376 

(1) 

8 Maharashtra 44268 
9 Orissa 3378 
10 Punjab 36193 
11 Rajasthan 16911 
12 Tamil Nadu 25678 
13 Uttar 

(2) 

52529 
3963 

40680 
17825 
28344 

(3) 

62221 
4580 

45719 
18743 
31244 

(4) 

73569 
5279 

51366 
19668 
34390 

(Rs. Lakh) 

(5) (6) 

86830 102291 
6068 6864 

57617 63817 
20574 21216 
3n2s 40398 

(7) 

377440 
25754 

259199 
98027 

172102 

Pradesh 65006 64037 61940 59380 56470 52068 293895 
14 WestBengal 9791 12243 15283 19040 23605 28257 98427 

14 Major 
Stain 375137 414572 458154 506317 ~9543 618364 2550903 

Nott : Thhy psr OBnl ol the pn;l6Umed lo66 on account d the prohbh/on polk:y has b96n&l&1 

aixount of in the taxable capacity 66fknatee of Gujarat and Tamil Nadu. 

Revenue category: Motor Vehicles And Passenger Goods 
Taxes 

1 Andhra 
Pradesh 

2 Bihar 
3 Gu}Rl"at 
4 Haryana 
5 Karnataka 
6 Kerala 
7 Madhya 

18535 20296 
4505 

24294 
12544 
19459 
6999 

6078 
26223 
14272 
22224 
8559 

Pradesh 12976 15702 
8 Maharashtra 33689 35879 
9 Orissa 4578 5083 
10 Punjab 10242 11807 
11 Rajasthan 11471 12965 
12 Tamil Nadu 17702 20788 
13 Uttar 

22201 
8184 

28252 
16233 
25360 
10457 

18930 
38143 
5558 

13609 
14618 
24377 

24255 
10990 
30349 
18457 
28915 
12162 

22741 
40477 
6062 

15682 
16449 
28544 

26463 
14696 
32397 
20978 
32946 
15559 

27173 
42877 
65!13 

18041 
18451 
33311 

28825 122040 
19350 59298 
33522 150743 
23835 93775 
37513 146958 
18946 66283 

31646 116191 
45334 202710 
7057 30353 

20494 79632 
20402 82886 
37948 144968 

Pradesh 
14 West 

Bengal 

20653 24526 28598 33049 37887 42112 166172 

16745 19172 21912 24994 28373 31098 125548 

14 Major 

Stain 214393 243573 276430 313728 355744 398082 158755 
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(1) (2) (3) (4) (5) (8) (7) (1) (2) (3) (4) (S) (6) {7) 

Revenue Category : Stamp• and Reglatratlon 3 Gl.f818t 12332 14397 ,ans 19492 22503 25184 ~ 
1 Andhre 4 Haryana 731 731 731 730 729 727 3648 

Pradesh 15040 152119 1SS<C6 15778 15991 5 Kwnatal<a 3917 4229 4561 4916 5295 5699 2470() 16181 78794 
2 Bihat S738 7882 86911 9MI 11098 8 Kerala 392 417 443 470 400 528 2358 12319 49621 
3 G<4nrat 8938 9973 11110 12340 13621 14573 61617 7 Madhya 
4 Heryano 6789 73911 8083 8829 9840 Pradesh SDe9 4454 3898 3400 2949 2494 171!15 10521 «.171 
5 Kll'n818ka 12451 13375 14355 15395 16498 17669 n291 8 Maharashtra 21940 24741 27651 31295 35102 39299 15a2aa 
6 Kerala 109:lQ 11842 12811 13845 14945 16115 69557 9 Orlssa 693 78 6 0 0 as 
7 Madhya 10 Punjab 839 952 1081 1226 1389 1553 6200 

Pradesh 8817 9911 11098 12385 13748 14871 62011 11 Rajaslhan 2257 1786 1410 1110 872 675 S8S3 
6 Maharashtra 19911 20067 21830 22798 23762 24723 113976 12 Tamil Nadu 6353 9479 10743 12156 13710 15093 61181 
9 Oissa 2825 3128 3412 3712 4028 4299 16576 13 Unar 
10 Puijab 8411 9640 11047 12658 14475 16348 84165 Pradesh 6751 2206 708 225 71 22 3231 
11 Rajaslhan 5386 5947 6550 7199 7888 8520 36105 14 West 
12 Tamil Nadu 23522 24091 24640 25165 25614 25450 124960 Bengal 11923 12017 12092 12142 12134 11709 60094 
13 Unar 

Pradesh 34528 36852 38621 40115 41333 41293 198214 14 M1tor 
14 West BenQal 8835 10330 12056 14044 16280 16221 70930 Stat• 711150 80533 86809 95632 106352 1175!ia 486924 

14 M1Jor 
SlatN 173102 186314 199854 214103 228917 2A1101 1070290 

Revenue Category : All Taxes (Exclusive of Cass on Mines 
and Mlnerals) 

Andhra 

Revenue Category : Entertainment Tax Pradesh 246537 270743 297326 326519 358578 393785 16(6952 
1 Andhra 2 Bihar 87653 99702 113406 128995 146726 166295 655725 

Pradesh 5871 6592 7395 8285 9269 10353 41894 3 G"'3rat 187653 208885 232519 258827 288112 320711 1309055 
2 Bihar 0 0 4 35 306 2652 2998 4 Haryana 65178 95845 107847 121353 136549 153649 615243 
3 G<4arat 0 1 7 78 890 9896 10871 5 Karnataka 182640 204730 229492 257248 2S8362 323238 1300009 
4 Haryana 999 1084 1176 1275 1382 1497 6413 6 Kerala 121929 134899 149248 165124 182688 202121 ~ 
5 Karna!aka 4736 5447 6260 7188 8247 9456 36598 7 Madhya 
6 Kerala 0 0 0 1 2 4 Pradesh 119361 133632 149608 167495 187521 209941 848197 
7 Madhya 8 Mahata-

Pradesh 0 1 5 57 594 5!'99 6656 shtra 405917 452349 504093 561755 626013 697622 2841832 
8 Maharashtra 7916 10274 13310 17212 22219 28628 91643 9 Orissa 39952 45074 50852 sm1 64726 73024 291047 
9 Orissa 0 0 3 25 195 1501 1724 10 Punjab 113735 128342 144825 163425 184414 208099 829105 
10 Punjab 0 0 4 40 366 3363 3776 11 Rajaslhan 100293 109094 118668 129082 140410 152732 6<99S6 
11 Rajaslhan 0 0 4 34 297 2557 2892 12 Tamil 
12 Tamil Nadu 0 7 88 1057 12390 13543 Nadu 243039 275003 311171 352096 398404 ~1 171!7,!T, 
13 Uaar Pradesh 0 7 tI1 1023 11685 12803 13 Ut!ar 
14 WestBengal 0 7 tI1 1036 11942 13072 Pradesh 

14 West 
255225 275161 296655 319828 344810 371744 1608198 

14 Major Bengal 154309 176032 200813 229083 261332 298122 1165383 
Stat• 19523 23402 28189 34490 46882 111923 244886 

14 Major 
·stataa 23434212609491 2906524 3238202 3608647 4022484 163&5347 

Revenue Category : Agrlculture and Land Revenue 
1 Andhra 

Pradesh 1390 1454 1521 1591 1663 1740 7969 
2 Bihar 1451 1546 1648 1755 1870 1993 8812 Revenue Category : All Taxes (Inclusive of Cess on Mines 
3 Gujarat 2274 2374 2479 2588 2702 2821 12963 and Mlnerals) 
4 Haryana 46 64 8P 122 168 232 673 1 Andhra 
5 Karna!aka 3157 2993 ~-oa 2548 2415 13481 Pradesh 251547 276304 303499 333371 366184 I.OZOl 1681585 
6 Kerala 1964 2352 281, :.,73 4039 4836 17417 2 Bihar 137371 154889 174664 196991 222202 250673 99S,119 
7 Madhya 3 G"'3rat 187653 208885 232519 258827 288112 320711 1309055 

Pradesh 1876 1807 1739 1675 1612 1552 8385 . 4 Haryana 85178 95845 107847 121353 136549 153&:9 615243 
8 Maharashtra 5537 5084 4668 42.86 3935 3613 21584 5 Ka-na!aka 182846 204959 229745 257530 288674 323566 1:;o,..19' 
9 Orissa 989 961 972 963 955 946 4816 6 Kerala 121929 134899 149248 165124 182688 202121 83!079 
10 Punjab 311 318 326 333 341 349 1667 7 Madhya 
11 Rajaslhan 2537 2522 2508 2494 2480 2465 12469 Pradesh 130569 146072 163418 182824 204535 228827 S25675 
12 Tamil Nadu 3985 4082 4181 4282 4386 4493 21423 8 Mahala-
13 Uaar shlla 405917 452349 504093 561755 626013 697622 2S,!11132 

Pradash 3439 3334 3233 3135 3039 2947 15688 9 Orissa 41333 46606 52553 59259 66822 75350 X05ll0 
14 West Bengal 1460 1573 1695 1827 1969 2122 9187 10 Punjab 113750 128359 144844 163446 164437 208125 829212 

11 Rajaslhan 100293 109094 118668 129082 140410 152732 5,19986 

14 Major 12 Tamil 

S1a1N 30418 30484 30710 31111 31707 32523 156534 Nadu 243039 275003 311171 352096 398404 45()801 1787475 
13 Unar 

Pradesh 255246 275185 296681 319856 344842 371780 16083'5 
14 West 

Revenue Category : Other Taxes Bengal 173813 197682 224845 255758 290942 33()988 1:;00214 

1 Andhra 
Pradesh 2344 3255 4515 6256 8657 11959 34642 14 Major 

2 Bihar 1609 1793 1994 2211 2442 2656 11095 States 2430484 2706131 3013795 33572n 3740815 ◄169191 1698720' 

rd 



J 

I 

• 

• 

113 

APPENDIX 5 
ESTIMATION OF NON-PLAN REVENUE EXPENDITURE 

NEEDS OF THE STATE 
B5.1 An important step in the operationalisation of the 

normative approach is the estimation of non-Plan revenue 
expendeure needs of the States. It basically involves the 
quant~icatkln of unes of public services provided and the cost per 
une of provision. The characteristics of non-excludabilfy and 
non-marketabiley of public goods, however, make " difficult to 
assess the demand for and the supply of those goods and pose 
serious problems of quantnication. The attempts to 'estimate 
public services, therefore, have employed measures of inputs 
utilised for their provision as proxies for the output of public 
services. This note outHnes the approach and the methodology 
adopted by the Commission to estimate the expenditure needs of 
the States for the years 1990-91 to 1994-95. 

B5.2 Estimatiqn of non-Plan revenue expenditure needs 
calls for the computation for the base year 1989-90, followed by 
projections for the period of our recommendation, 1990-91 to 
1994-95. 

Definition And Scope 
B5.3 , Jhe principles of estimating non-Plan and Plan 

expenditures have to be different and, therefore, it is necessary to 
treat them separately in tlie exercise of normative assessment. 
This note deals only with the estimation of the non-Plan revenue 
expenditure needs of the States. 

B5.4 While setting out the broad approach of the 
Commission for the normative assessment of non-Plan revenue 
expendrture of the States, the need for distinguishing between 
developmental and non-developmental heads was indicated in 
the first report. Expenditure needs under administrative and 
general services are to be assessed on the basis of the justifiable 
costs of providing the average standards of these services. 
Expendit-Jre on social and economic services are to be 
determined on the basis of the justifiable costs of provision of the 
physical standards of services already attained in the States. 

B5.5 For the purpose of assessment, non-Plan revenue 
expenditures are further classrried into three categories : 

(i) Those regular and recurring items revenue expenditures 
on which form a substantial proportion of total 
expenditure. In their case, interdependence between 
capital and revenue expenditure is weak. The standards 
of services provided can be approximated by analysing 
their past revenue expenditure and the cost functions 
generated. 

(ii) Those items of expenditure revenue expenditures on 
which depend primarily upon the existing stocks, 
physical or financial. In the case of some physical 
assets, like roads, buildings and irrigation works, for 
example, it is appropriate to use suitable maintenance 
(engineering) norms. Similarly, interest payments 
depend upon the outstanding borrowings of the States 
and the effective rate of interest applicable thereon. 

(iii) Those items of expenditure which cannot be assessed 
on the basis of statistical analysis or engineering norms, 
but have to be reckoned on actual basis oron the basis of 
broad judgement. Expenditures on elections, on 
pensions and retirement benefits, on scheduled castes 
and tribes on relief and rehabilitation of displaced 
persons and on relief on account of natural calamities fall 
into this category. 

B5.6 Normative expenditures can be determined on the 
basis of cost functions only for the first category. As regards the 
other two, the earlier Finance Commissions have developed a 
satisfactory methodology which we have adopted. The details of 
estimation of expenditure needs under these items are given in 
Chapter Ill of the report. Estimation procedures of the cost 
functions for the first category are detailed below. 

Conceptual Issues 
B5.7 The basic identity involved is: 

Ei. Qi x Ci (i) 

where, Ei represents the expenditure incurred, Or the units of 
services provided and C; the cost per une of providing the 
services in the ith State. 

The unit cost of providing the services is determined by factors 
within the control of the State Government, c1 i· and those beyond 
their control, c2i. The identity can, therefore, be restated as: 

E; =Oi x (C1i + C2i) (ii) 

The normative expenditure, Ei , for a State i on general services 
has been defined as : 

Ei = Q x (Ci+ c2i) (iii) 

and for social and economic services, as : 

(iv) 

where, Q equ_?ls vectors of all-States average standard of the 
service, and CJ, equals the vector of all-States average cost 
variable within t e control of the States. 

However, as mentioned earlier, the measurement of quantity of 
public services has to be through·the re~ning of inputs required 
for their provision. Similarly, the several COSt factors have to be 
represented by various proxies. Consequently, the identity (iv) is 
transformed into a stochastic relation : 

(v) 

where, Q., c1 i and c2., represent respectively, vectors of proxies 
of quanti/y, cost variables within and beyond the control of State 
Governments and those outside their control. 

B5.8 The State Governments provide a wide range Qj,public 
services, with differing economies of scale. Thereff5·re , 
specification of the quantity and cost elements which go to 
determine expenditure and the choice of the appropriate form of 
expenditure function for the major items of expenditure, over the 
chosen time period, become important. Once the appropriate 
functions are specified, by substituting t_h_e average values of the 
cost factors within the States' control (C1 ), and the actual values 
of other variables, "the expenditure need" or normative 
expenditure for providing the existing standards of services at 
justifiable costs can be reckoned. If the average values of the 
quantity variables (0) are substituted, instead of the actual 
values, the cost of providing the average standards of services at 
justifiable costs is reckoned. 

Studies Measuring Expenditure Needs 
B5.9 There have been a number of attempts to develop a 

satisfactory methodology to estimate expenditure needs. Studies 
such as Hoffman (1969), Auten (1973) and in more recent years 
Ladd, et al. (1986) have used similar expenditure determinants 
models to estimate normative expenditures of State and Local 



Governments for certain important expenditure categories in the 
Unrted States of America. 

B5.10 Hoffman (1969) estimates the cost of providing the 
average level of educational services per pupil for the counties in 
the State of Maryland by regressing current expenditure on 
education per pupil on various 'quality' and cost factors. The cost 
of providing the average level of the service has been arrived at by 
substituting quality variables at the 'average' levels and cost 
factors at their actual values in the estimated regression equation. 
Auten (1973), on the other hand, estimates expenditure needs by 
regressing per capita local expenditures on 'ability' and 'need' 
factors. By substrtuting the average values of ability variables and 
the actual values of 'need' variables, normative expenditures are 
estimated for the local governments in New York State. Bradbury 
et al. (1984) and Ladd et al. (1986) devise a cost index by 
segregating the effect of various environmental costs, resource 
and other factors on local expenditures in the State of 
Massachusetts. The cost index is then used to estimate 
expenditure needs. 

85.11 In India, however, serious attempts to measure 
expenditure needs have not been made so far. The Sixth Finance 
Commission, which gave substantial grants for equalising the 
standards of administrative and social services, measured the 
shortfall in the standards of services from the average levels on 
the basis of per capita expenditures. The weakness of this method 
is that it ignores non-linearities in the production function for public 
services and State-specific cost disabilities. 

B5.12 At the operational level, the method of measuring 
aggregate local government expenditure needs based on a cross­
section regression analysis of past local government expenditure 
was employed to allocate grants in England and Wales as far back 
as~ 97 4. A similar approach was followed in Denmark subsequent 
to the 1979 legislation introducing the social criterion of 
measuring expenditure needs instead of allocating funds on the 
basis of the population criterion (For details, see OECD, 1981). 
Such an 'umbrella' model cannot obviously take into account all 
the true 'need' factors, in an adequate manner. Further, as 
mentioned earlier, some types of expenditure are determined by 
the stock of physical assets or financial liabilities while others 
exhibit random behaviour. To stipulate their determinants in a 
regression equation would not be appropriate. Therefore, the 
possibility of explaining the need to spend on a service-by-service 
basis was considered and such an approach was adopted so that 
each major component of aggregate expenditure was estimated 
by a methodology appropriate for rt. 

B5.13 For estimating the ccst functions, the States are 
divided into two categories : the 14 major States and the Special 
Category States. In view of the heterogenerty of conditions in the 
latter, the equations estimated for them have not been used to 
compute their expendrture needs. The measurement of 
expendrtura needs on the basis of estimated cost funciions is thus 
confined to the 14 major States. 

Methodology And Data Adjustments 

B5.14 To estimate the effects of different quantity and cost 
variables on non-Plan revenue expenditures, several alternative 
models were tried. In the first model, cross-section equations 
were fitted for every year over the period 1981-82 to 1986-87. 
Ahhough the parameters estimated appeared to be stable over 
time for almost all rtems of expenditure, the degrees of freedom 
associated with each function were found inadequate. Therefore, 
the cross-section observations from 1981-82 to 1986-87 were 
pooled in a covariance model and the parameters were 8$timated 
by specifying the time effect as well as the State-specific effect 
through dummy variables. As the data on population and/or its 
composition used in this model, as proxies representing quantity 
of public services, were available only for the Census years, they 
were projected for the other years on the basis of the past trends. 
However, the use of extrapolated values in the pooled regression 
equations does not adequately bring out the scale effect of 
variables such as the density of population or the cost disabilities 
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arising from factors such as the proportions of population in rural 
and hill areas. In the final analysis, the average of the 
expenditures and the relevant explanatory variables for the years 
1981-82 to 1983-84 and 1984-85 to 1986-87 were taken 
separately and the two sets of observations were pooled for 
estimating the parameters. This approach, besides eliminating 
year-to-year random fluctuations, has the advantage of 
increasing the number of observations and thereby the degrees of 
freedom. The regression coefficients thus derived represent the 
average behavioural responses of expenditures to different 
quantity and cost variables and indicate the quantitative 
relationships at average productivity levels. 

B5.15 One of the important requirements of estimating 
expenditure needs of the States on the basis of determinants 
analysis is the availability of data on various "quantity" and cost 
factors. On this front, the Commission's experience has been 
extremely disappointing.In spite of repeated reminders, even data 
on items such as the number of employees in major departments 
and expenditure on wages and salaries under major heads of 
expendrture were not made available by some of the States. 
Therefore, we our selvels had to build up a comparable data base 
on both the dependent and the independent variables used from 
the Finance Accounts, Budget documents and various 
publications of Central Ministries and Departments and the 
information received from the State Governments. 

JlS.16 Data on expenditures have been compiled under 
various major and minor heads from the Finance Accounts after 
making adjustments for transfers to and from various funds. 
Expenditures met out of transfers from various funds are taken 
into account whereas transfers made to various funds are not 
included. Estimates of total population, its rural-urban 
composition and the number of people in the relevant age groups 
have been obtained from the office of the Registrar General, 
Census Operations. The definition of hill areas and the population 
residing in them in various States have been taken from the 
Planning Commission. The differences in the salaries of 
important categories of employees in the States have been 
computed on the basis of information furnished by the State 
Governments. Using the information on the prices of various 
commodities collected by the Labour Bureau, Shimla, for 
computing the Consumer Price Index of Industrial Workers, the 
index of consumer price differences across the States has been 
estimated. Data on most of the other quantity variables such as 
judicial and police, personnel, enrolment in educational 
institutions, number of teachers, hospital beds, medical 
personnel, pattern of land utilisation, veterinary centres and cattle 
population have been collected from various Central Ministries. 
For use as an explanatory variable, the number of employees has 
been standardised by dividing the total salary bill under the 
relevant expenditure head by the all-States average salary of an 
employee. Appendix 6 details the various adjustments made in 
the data used to estimate the cost functions. 

BS. 17 The specification of the relationship for each category 
of expenditure has been tested using both per capita (in the case 
of education expendnures per child also) and total expenditures of 
the States as the dependent variables. The role of many of the 
elements of quantrty and cost which might affect expenditures 
was evaluated in the linear and log-linear functional forms. The 
equations have been selected on the basis of conformity to a 
pr.Ori reasoning and statistical properties such as the explanatory 
power of the regressors. Variables with low T-ratios, but 
conforming to a priori reasoning, have been retained to avoid the 
more serious bias that could arise as a result of the exclusion of a 
variable whose slgn~icance has not been picked up adequately 
due to data limitations. 

B5.18 The general linear model employed by us is a widely 
used statistical tool. As in all statistical applications, however, the 
power of the method depends on the underlying assumptions 
being fulfilled for the particular application in question. Some 
assumptions turn out to be more crucial than others. One of the 
basic assumptions, although not very crucial for prediction, is that 
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no linear dependence exists between the explanatory variables. 
For estimating the cost functions offsetting the presence of 
multicolinearity required the judicious use by us of various 
correlation coefficients, both zero order and partial. 

B5.19 One of the main purposes of estimating a relation such 
as the cost function is to enable us to make predictions of the 
expected value of the dependent variable associated wtth some 
set of values of the independent variables not observed in the 
sample. In some studies, especially those based on cross-section 
data, the assumption of constant variance of the error term is 
unrealistic. The possibility of testing the assumption of 
homoscedasticny, however, depends on the nature of the sample 
data available. Further, there is scant empirical evidence on the 
likely type of heteroscedasticny in the cost functions estimated 
here. Therefore, we have done a study of residual variance based 
on the regression of squared residuals on squared fitted values. 
The upper 1 per cent points in F-distributions indicated that the 
assumption of homoscedasticity in the cost functions is not 
unrealistic. 

Analysis Of The Results 

I. General Services 
85.20 The general services for which expenditures have 

been normatively determined on the basis of the regression 
analysis consist of (i) Organs of State, {ii) Administrative Services, 
(iii) Administration of Justice, (iv) Fiscal Services, (v) Police, (vi) 
Jails, (vii) Fire Protection and Control, and (viii) Other 
Administrative Services. The results for these categories of 
expenditures are presented in Table B.5.1 

(i) Organs Of State 
B5.21 Under Organs of State, the major heads of 

expenditure included are : 

211. State Legislature 
212. Governor 
213. Council of Ministers 

(Numbers above refer to the budgetary classification existing prior 
to the change made in 1987-88) 

B5.22 After experimenting with different variables, the 
number of standard employees per thousand population, the 
proportion of urban population and price differences among the 
States have been included as explanatory variables in the 
equation. The regressor"numberof standard employees" is taken 
to represent the quantny factor and the proportion of urban 
population and price differences are taken to represent cost 
factors beyond the States' control. The cost of providing services 
in rural areas as against urban areas is expected to be higher and, 
therefore, the expected sign of the coefficient of the variable is 
negative. The expected sign of the cQefficient of prices is positive. 
The log-linear function is found to have the best fit, explaining 
about 60 per cent of the variation (adjusted for degrees of 
freedom) in the per capna expenditure differences among the 
States. As the quantity variable is specified in terms of the n11mber 
of standard employees, salary differences among the States are 
automatically taken into account in the equation. 

(ii) Administrative Services 
85.23 Administrative Services consist of expenditure on : 

251. Public Service Commission 
252. Secretariat • General Services 
253. District Administration 
254. Treasury and Accounts and Administration 

Of the various quantity and cost variables experimented with, only 
the number of standard employees per thousand population and 
the price dffferences among the States have been found to be 
significant. The two variables explain over 85 per cent of 
variations in per capita expenditures in a log-linear model. A~ in 
the earlier case, the number of standard employees is taken as the 
quantny variable. 

(iii) Administration of Justice 
B5.24 In the case of Administration of Justice (major head 
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214), the per capita expenditures in the log-linear form are found 
to have the best statistical fit. In the equation, the regressors, the 
number of standard employees and the cases disposed of per 
judge are taken to represent the quantity of the services provided. 
Price differences among the States, the proportion of urban 
population and the proportion of hill/desert population, on the 
other hand, are taken to represent cost disabilities. The equation 
has an explanatory power of 87 per cent, and four of the five 
variables are significant at the one per cent level. 

(iv) Fiscal Services 
B5.25 Fiscal Services (major heads 220,229,230,239, 240, 

241, 245 and 247) mainly represent the expenditure on tax 
collection. The expenditure function using total expenditure on 
fiscal services in a log-linear form is found to have the best fit. 
Here, the quantity variable is the tax revenue collected. The 
higher the population density the greater is the ease and hence 
the lower the cost of tax collections. Similarly, with a higher degree 
of urbanisation, the cost of collection is likely to be lower. 
Therefore, population density and the degree of urbanisation in a 
State have been taken to represent cost disabilities. The 
coefficients have the expected signs and the equation has an 
explanatory power of over 64 per cent. 

(v) Police Expenditures 
B5.26 Per capita expenditure on Police (major head 255) is 

related in a log-linear function to (a) the number of police 
constables (below SI rank) per thousand population, (b) the 
number of cognisable offences per thousand population, (c) the 
differences in the average salaries of constables across the 
States, and (d) the proportion of urban population. The coefficient 
of the variable (d) has a positive sign, indicating some correlation 
between the proportion of urban population and the crime rate. 
The equation explains about 82 per cent of the variations in the 
dependent variable. 

(vi) Jails 
B5.27 In the case of expenditures on Jails (major head 256), 

the equation regresses total expenditure on jails on jail capacity, 
the ratio of the number of prisoners to jail capacity (occupancy 
ratio), and the density of urban population in a log-linear model. 
The three variables explain nearly 88 per cent of the variations. 
The density of urban population, though not significant, has a 
negative coefficient indicating the operation of economies of scale 
in more densely populated States. 

(vii) Fire Protection and Control 
B5.28 Per capita expenditure on Fire Protection and Control 

(major head 260) is related in a linear equation to the number of 
standard employees for fire protection per thousand population, 
the density of urban population and the price differences among 
the States. The regression analysis is confined to the eleven 
States among the fourteen major States which reported 
expenditure under the head. While the variable "number of 
standard employees" is taken to represent the quantity of the 
public services, density of urban population and price differences 
are taken to denote the cost disability factors. 

(viii) Other Administrative Services 
B5.29 Other Administrative Services consist of the following 

major heads of expenditure : 
257. Supply and Disposal 
258. Stationery and Printing 
265. Other Administrative Services 
267. Aid, Materials, etc. 
268. Miscellaneous General Services. Other Expenditure 

The per capita expenditure on Other Administrative Services is 
regressed on the number of standard employees per thousand 
population, the price differences and the proportion of hill/desert 
population, in a log-linear equation. All the three variables are 
found to be significant at five per cent level and the equation has 
an explanatory power of 79 per cent. While the variable the 
"number of standard employees" represents the quantity of the 
public service, price differences and the proportion of hill/desert 



population denote cost disabilities. It may also be noted that 
factors such as density of population and proportion of urban 
population are not found to be significant and, therefore, are not 
included in th"e equation. 

II. Social Service• 
B5.30 Expenditure on social services has been assessed on 

the basis of cost functions fitted for expenditures on education, 
medical care, family we~are and public health and sanitation 
(excluding water supply). Education (major head 277) has been 
disaggregated into primary education, secondary education and 
higher education and dealt with separately in the statistical 
exercises. Other incidental expenditures relating to education like 
art and cutture and scientific services and research are taken as a 
constant proportion of the normative expenditures on 
education. 

/i) Primary Education 
B5.31 In the case of Primary Education, expenditure per 

child in the age-group 6 to 1 O has been taken as the dependent 
variable. This has been regressed in a log-linear model on the 
proportion of enrolment in primary stages to the population in the 
age-group 6 to 10, the student-teacher ratio in primary stages, the 
price differences across the States and differences in the average 
salaries of primary school teachers across the States. Atthough 
variables such as the proportion of enrolment in rural areas, the 
density of child population in the age-group 6 to 1 0 and the 
proportion of hill/desert population in the States have been tried, 
they were not included as their inclusion adversely affected the 
efficiency of parameters. The selected equation has an 
explanatory power of about 76 per cent and all the regression 
coefficients have the expected signs. 

(ii} Secondary Education 
B5.32 Expenditure on Secondary Education per person in 

the age-group 11 to 18 has been taken asthedepondentvariable. 
The enrolment in secondary stages as a proportion of children in 
the age-group 11 to 113 is taken as the quanrny variable. The 
proportion of private unaided secondary schools to total number 
of schools has also been taken, as an additional quantity variable 
in the equation, but the coefficient has not been found to be 
significant. The variable ·salary differences of Trained Graduate 
Teachers' in the equation represents the cost factor within the 
control of the State Governments as also the student-teacher 
ratio. The log-linear form of equation has been found to have the 
best fit. The coefficients of all the five variables included in the 
equation have the expected signs with the enrolment ratio, the 
proportion of children in the age group 11-18 years in rural areas 
and the 'salary differences of Trained Graduate Teachers' 
significant at five per cent level. 

/iii) Higher Education 
B5.33 Under this head, expenditures on university, 
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technical and special education have been included. Per capita 
expenditure on higher education has been regressed on the 
proportion of enrolment in higher stages of education to total 
population, student-teacher ratio, differences in price levels 
among the States, population density and the proportion of 
enrolment in private colleges to total enrolment. All the variables 
except the last one are found to be significant at one per cent level. 
The equation has an explanatory power of 0.69. 

(iv) Medical, Family Welfare And Public Health 
B5.34 Under this head, the major heads of expenditure 

included are : 
280. Medical 
281. Family We~are 
282. Public Health and Sanitation excluding expenditure 

on water supply 

Total expenditure on these heads are regressed on the number of 
hospital beds, the number of indoor patients per hundred hospital 
beds, the proportion of population provided with sanitation 
faciltties in urban areas, the differences in the average salaries of 
staff nurses, population density and the proportion of population in 
hill/desert areas of the States. The coefficients of all the variables 

are found to be significant (except the hill/desert population 
proportion) and have the expected signs. Then number of hospital 
beds, the number of indoor patients per hundred hospital beds 
and the proportion of population provided with sanitation facilities 
in urban areas have been taken to be the factors affecting the 
quantity of these public services. Salary of staff nurses are taken 
to be the cost factor within the control of the State Governments. 
Population density and the proportion of hill/desert population are 
taken to be the cost disabiltty factors. The equation has an 
explanatory power of 0.86. 

Ill. Economic Services 
B5.35 The expenditure on economic services considered for 

statistical analysis includes expenditure on (i) Agriculture and 
Allied Activities, (ii) Animal Husbandry, and (iii) Industries and 
Minerals. As mentioned earlier, expenditures under major heads 
like minor irrigation, water and power development, multipurpose 
river projects, irrigation, drainage and flood control projects, 
power projects, civil aviation and roads and bridges are to be 
considered on a different footing and needs in respect of these 
items have to be reckoned on the basis of engineering norms. 
Expenditures on secretariat-economic services, on special and 
backward areas and on other general economic services are 
taken as a constant proportion of the normative expenditures on 
economic services as a whole in all the States taken together. 

/i) Agriculture and Allied Activities 
B5.36 Under this head, the major heads of expendtture 

included are: 
298. Cooperation. 
305. Agriculture. 
307. Soil and Water Conservation. 
308. Area Development. 
309. Food. 
312. Fisheries 
314. Community Development. 

Per capita expenditures on Agriculture and Allied Activities are 
regressed on the gross cropped area per thousand population, 
the number of standard employees in the departments dealing 
with these major heads per thousand hectares of gross cropped 
area, the proportion of area covered under high yielding varieties 
of cereals to total gross cropped area, the proportion of area 
covered under commercial crops and price differences among the 
States. The log-linear equation has given the best fit explaining 
nearly 75 per cent of variations. All the variables included in the 
equation are significant at one per cent level. 

(ii) Animal Husbandry 
B5.37 In the case of expenditure on Animal Husbandry 

(major head 310), total expenditure rather than per capita 
expenditure is found to have the best fit in the log-linear form 
chosen. Expenditure under the head is regressed on total cattle 
population, salaries of assistant veterirlary surgeons in differing 
States, the proportion of urban population and the number of 
veterinary centres per thousand cattle. While !he first two 
variables are significant at the one per cent level, the number of 
veterinary centres per thousand cattle is significant only at ten per 
cent level. The coefficient of the proportion of urban population, 
though not significant, has the expected sign. These factors 
explain over 69 per cent of the variation in the expenditure. 

(iii) Industries And Minerals 
85.38 Expenditures on Industries and Minerals (major 

heads 320- general, 321, 328) are related to the total income 
arising from manufacture and mining and quarrying, the number 
of standard employees per rupees lakh of income arising from 
manufacture and mining and quarrying, the proportion of hill/ 
desert population, and the density of urban population. All the 
variables are significant at the one per cent level and the equation 
has an explanatory power of about 61 per cent. 

Normative Estimates In The Base Year 
B5.39 For projecting expenditure needs of the States, in the 

first instance, the normative estimates of expenditure for the year 
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1986-87 were worked out on the basis of the expendrture 
determinants equations discussed above. As mentioned earlier, 
the normative expenditures have been estimated by substituting 
the actual.or the average values of the explanatory variables in 
1986-87 in the equations. 

B5.40 To reckon the jus@able cost of providing the average 
standards of service in the case of general services, it is 
necessary that the variables representing the quanrnies of public 
service,,and the cost of providing them which are within the 
control of the State Governments are substituted at their average 
values. Only the cost factors beyond the control of the State 
Governments shouid be substrtuted at their actual values. In the 
case of "Organs of State" and "Administrative Services", for 
example, the quantity variable is represented by the number of 
standard employees per thousand population. Similarly, the 
number of police constables per thousand population in the case 
of "Police Services", the number of judges in the High Courts and 
subordinate courts and the cases disposed of per judge in the 
case of "Administration of Justice", the capacity in the case of 
"Jails", the total tax collected in the case of "Fiscal Services", and 
the number of standard employees per thousand population in the 
cases of "Fire Protection" and "Other Admninistrative Services", 
have been taken as quantity variables and are substituted at their 
average values in the respective equations. Factors such as 
salaries of police constables have been taken as the cost factors 
wrthin the control of the State Governments. In all cases where the 
number of standard employees is taken in the equations, the 
salary differences get automatically subsumed. Only the cost 
factors beyond the control of the State Governments should be 
substituted at their actual values. Variables such as inter-State 
differences in consumer prices, proportion of hill/desert 
population to total population, density of population, the degree of 
urbanisation (which in many cases is expected to have a negative 
sign due to the cost disabilities of providing the services in rural 
areas) are the cost factors which are beyond the control of the 
State Governments and are substituted at their actual values. 

85.41 As mentioned earlier, normative expenditures on 
social and economic services have to be estimated at the 
justifiable cost of provtding the existing standards of services. For 
these services, only the unit cost of provision is to be computed 
normatively. Therefore, we have substrtuted the actual values of 
the variables in respect of quantity variables and cost variables 
beyond the control of the State Governments and the average 
values of the cost factors wrthin the control of the State 
Governments. In the case of educational services, for example, 
the enrolment ratio, as well as various co·stfactors such as density 
of population, the proportion of hill population and price level 
differences among the States are substituted at their actual 
values, whereas, the student-teacher ratio and differences in the 
salary levels of teachers among the States are substituted at their 
average values. Similarly, in the case of expenditures on medical 
and public health, the number of hospital beds per thousand 
population and other cost factors are substituted at their actual 
values and salaries of nurses in government hospitals and health 
centres are substituted at their average levels. The same 
procedure has been adopted to estimate expenditures on the 
economic services included in the statistical exercise. In the case 
of expenditures on agriculture and allied activities, gross cropped 
area per thousand population, proportion of area covered under 
high yielding varieties of cereals to gross cropped area, proportion 
of area covered under commercial crops and the cost disability 
factors, tt any, are substituted at their actual values and the 
number of standard employees per thousand hectares of gross 
cropped area is substituted at its average value. In the case of 
animal husbandry, only the salaries of assistant veterinary 
surgeons is taken at the average value. In the case of 
expenditures on industries and minerals, the number of standard 
employees per rupees lakh of income arising from manufacture 
and mining and quarrying is taken at its average value for 
substitution. 

B5.42 The sum total of the normative estimates of 
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expenditures of the States as a whole obtained, by using the 
average as the norm, as mentioned above, should broadly 
correspond to the sum of actual expenditures. The drtference 
between the norm and actual is within 10 per cent under most 
expenditure categories. We have adjusted the total normative 
expenditure of all the States in each expenditure function to equal 
the total actual expenditure. This amounts to adjusting the value 
of the constant term in the equations, as suggested in lntriligator 
[1980]. 

B5.43 Although we have tried to capture the effects of cost 
disabilrty factors that are applicable to States in general in our 
econometric analysis, it was found that special cost disabilities in 
the form of environmental cost disadvantages in the Himalayan 
hill regions have not been taken into account. The variable 
employed in the equation, 'proportion of hill/desert population' 
cannot be considered to fully reflect the cost disabilities in the 
provision of services in these far-flung hill areas; and most 
probably fort his reason, in the case of many functions, the above 
variable is not significant and has had to be excluded from the 
equation. The cost disabilities experienced in these areas have to 
be separately taken into account. The issue pertains to the hill 
regions of Uttar Pradesh and the Darjeeling district of West 
Bengal. Additional cost disabilities in these regions have, 
therefore, been worked out using the cost functions for various 
services in the ten Special Category States. This has been done in 
the following manner. From the per capita normative 
expenditures worked out for various services in Himachal 
Pradesh, a State in the Himalayan belt adjacent to Uttar Pradesh, 
the normative per capita expenditure estimated for Uttar Pradesh 
(and of West Bengal) is deducted. The differences so obtained, 
however, include not only the cost disabilities of providing various 
services in the Himalayan hill region but also the differences in the 
quantity of services provided. Besides, there are certain 
indivisible expenditures incurred by a State such as on the 
Governor and on the Council of Ministers and the hill regions 
within that State can reap scale economies in respect of these 
expenditures. Therefore, we have taken 50 per cent of the 
differences as the additional cost disability per capita and added 
these to the normative estimates of expenditures for Uttar 
Pradesh and West Bengal. 

B5.44 Table B.5.2 shows the n.ormative expenditure under 
each category analysed by us and compares it with the actual. It is 
seen that by and large the normative expenditures of low income 
States are higher than their actual levels and, conversely, for the 
high income States. This is largely because the low income States 
provide standards of services below the average levels. This is 
clearly indicated by the standard deviation and the coefficient of 
variation computed for the per capita expenditures on different 
services. In the case of general services, for example, the 
coefficient of variation in expenditures falls substantially from 
0.2148 forthe actuals to 0.0868 for normative expenditures. In the 
case of social services, the decline is from 0.2907 to 0.2398 while 
for economic services, rt is from 0.3471 to 0.3315. (Table B.5.3). It 
can thus be seen that the application of the Commission's 
methodology serves to bring about a degree of equalisation in the 
costs of providing public services among the States. In the case of 
general services there is a move towards equalisation of 
standards of services too. 

85.45 It may be mentioned here that the expenditure 
estimates derived on the basis of equations subsume the salary 
revisions by the States only upto 1986-87. Following the pay 
revision by the Union Government on the basis of the 
recommendations of the Fourth Pay Commission, many of the 
State Governments had to follow suit. Therefore, provision has 
been made for bringing about parity between the scales of pay of 
the States and the Centre by taking into account the respective 
differences in the pay scales of representative categories of 
employees. , 

B5.46 The estimated expenditure required to bring pay 
parity for the year 1989-90 was then adjusted to conform to our 
normative expenditure estimates. The non-Plan and Plan 



components have been derived by proportionately apportioning 
the total provision on the basis of the ratio of salary expendhures 
under non-Plan and Plan heads. The non-Plan portion was then 
adjusted '2ll2 lillil to conform to our normative estimates on the 
basis of the dffference between actual expenditure and normative 
expendhure in each of the major States in 1986-87. 

Projection 
B5.47 The expenditure needs estimated for 1986-87 have to 

be projected to the end of the period of our report. This has been 
done in two stages. In the first, the normative expendhures have 
been projected to the base year 1989-90 by applying the all­
States average historical growth rates adjusted partially for 
periodic revision in the salaries by the States. Therefore, although 
the historical growth rate of expendhure is 14.5 per cent, we have 
applied a growth rate of 13 per cent per annum to the normative 
expendhures estimated for 1986-87 to arrive at the normative 
expendhures in 1989-90. To this, the provision for salary revision 
computed separately as indicated above has been added. 

B5.48 It is necessary to mention in this connection that the 
assessment of non-Plan revenue expenditures of the States 
taken together is similar to that of the Centre, although in respect 
of individual States, norms have been applied to take into account 
the levels of underspending and overspending. As already 
mentioned, for the States in the aggregate, our approach amounts 
to taking actual expendhures of 1986-8711

, applying the historical 
growth rates (partially adjusted for frequent revision of pay scales) 
and superimposing the expenditure on account of pay parfy with 
the Centre. In effect, in 1989-90, the total expenditure thus 
reckoned could even be'higherthan actual, as in some cases, the 
States are yet to revise their pay scales on par with the Centre's. 
For the Centre, on the other hand, by and large, we have taken 
1989-90(BE) as the base. This has been done mainly to take 
account of the lower base year estimates arising from the 
significant deceleration in the growth of expenditures between the 
budget estimates of 1988-89 and 1989-90. 

85.49 In the second stage, the normative estimate of 
expenditure arrived at for the base year has been projected for the 
period of recommendation, 1990-91 to 1994-95. While making 
projections, we have been guided by the principle of phasing out 
revenue deficits by the end of th11 period. A serious pursuit of this 
objective requires the containment of the rate of growth of non­
Plan revenue expenditure, as well as accelerating revenue 
growth. However, given the limhs to revenue growth, it is 
inescapable that the State governments strictly contain the 
growth of expenditure in real terms. 

B5.50 Considering these factors, only moderate increases 
in real expenditures have been provided for. Given the 
assumption of 5 per cent increase in prices, making provision for 
increases in prices alone would result in the growth of 
expenditures by 4 per cent, as the major component of 
expenditures -wages and salaries - has been found to increase in 
the past by 0. 75 per cent for every one per cent increase in prices. 
In addhion, we have postulated that the expenditures should 
increase at a rate only marginally higher than the increase in 
population, considering that the public services, by and large, are 
meant to serve the entire population, that is, provision has been 
made for expenditures in real terms to increase at 3 per cent per 
annum. Thus, the non-Plan revenue expenditure has been 
projected to increase at 7 per cent per annum in nominal terms 
during the period 1990-91 to 1994-95. 

B5.51 Achieving the normative levels of expenditure from 
the very first year of recommendations may not be feasible. In the 
cases of those States for which normative levels have been 
estimated to be lower than their actual expenditures, severe 
hardship would result ff the normative levels are assumed from 
the first year itsett. In the cases of the Stales whose actual 
expenditures fall short of normative levels, it may not be realistic to 
------
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1\ Except tor expenditures where engineering norms have been 
applied, these norms are generally higher than the actuals. 

assume that whhin a year normative levels can be achieved. 
Therefore, we have phased out the movement towards the 
normative levels of expenditures such that each State reaches 
the normative levels by 1994-95. This has been done by reducing 
the estimated difference between the actuals and the normative 
estimates for 1989-90 by 50 percent. With the resultant figures as 
the base year estimates, the targetted full normative expendhures 
are to be attained in 1994-95. The normative estimates of 
expendhure for the major hems analysed by us are given in Table 
B.5.4. 

B5.52. It may be stated in conclusion that the objective of the 
normative assessment of revenues and revenue expenditures 
carried out by us on the lines indicated above is to ensure inter­
State equity in relation to Central transfers (devolution of taxes 
and grants-in-aid). The methodologies chosen, based on the 
concept of evolving norms linked to average behaviour, is in 
consonance with this objective. II should be pointed out further 
that our normative assessment of State Governments' revenues 
and expenditures has no role in determining the relative shares in 
expenditures or revenues of the Central Government on the one 
hand and the States on the other. 
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TABLE B.5.1 
Rtgreaalon Results 

Dependent Variable Per Cllpita Expenditure on Organs of State 

Number Of Observation• 28 Degrees Of Freedom 23 

2 

3 

A: 
B: 
C: 
D: 

Regre110< CO<lfficient Standard 
Erro< 

T - Ratio 

Number of Standard Emplo-
yees for Organs of Stalt 
per t 000 poputadon 0.8808 0.1535 5.7397 
Proponton of urban popu-
talion to total population -0.2349 0.1684 -1.3952 
Price cifferences 0.5308 0.1322 4.0142 
Time period 
( 198Hl2 10 1983-84) -0.0944 0.1586 -0.5948 
Time period 
(1984-8510 1986-87) 0.1051 0.1647 0.6439 

A-Squared 0.8689 Residual Sum of Squares 1.8753 
A - Bar - Sqt,ared 0.5996 S.E. of Regression 0.2855 

Diagnostic Tests 
TestSlatiado& LM Version F Version 
Serial C...relation CHl-80(1)=0.0366 F(1, 22) =0.0288 
Functional Form CHl-80(1)=5.2223 F(1, 22) =5.0440 
N0<maity CHI-SQ(2) =0.8047 Not Applicable 
Heterosoedasticity CHI-SQ(1) =0.0580 F(1,26)=0.0533 

Dependent Variable Per Capita Expenditure on Administrative Services 

Number Of Observations 28 Degrees Of Freedom 24 

2 

Regressor Coefficient Standard 

Number of Standard Emplo­
yees for Administrative Services 
per 1000 population 0.9194 
Price differences 0.5567 
Time period 
(1981-8210 1983-84) -0.1634 
Time period 
{1984-85 to 1986-8:1'.) 0.1568 

Error 

0.0754 
0.0172 

0.0922 

0.0925 

T - Ratio 

12.1932 
32.3092 

-1.7734 

1.6951 
A-Squared 0.8730 Residual Sum of Squares o7ooT 
A - Bar - Squared 0.8571 S.E. of Regression 0.1708 

Diagnostic Tests 
TestStatislica LM Version F Version 

A: Seria1C0<relation CHl-80(1)•0.0019 F(1, 23) =0.0015 
F(1, 23) =16.8376 
Not Applicable 
F(1, 26) =0.0587 

B: FunctfonalF0<m CHl-80(1)=11.8344 
C: Nonnai1y CHl-80(2)=0.5582 
D: Heterosoedallic:ill CHl-$0(1) .0.0631 

gresslon Results 
Dependent Variable Ptf' Capita Expenditure on Administration of Justice 

Number Of Obaervatfon1 28 Degrees Of Freedom 21 

AagrHIOt' Coefficient Standard T - Ratio 
Error 

Number of Standard Emplo-
yee, for Adminiab'ation of 
Juatioe per 1000 population 0.5482 0.0792 6.9210 

2 Number of ca1es disposed 
off per judge - --0.2056 0.0498 - -4.1465 

3 Prioe clfferences 0.8685 0.1012 8.5789 
4 Proportion of urban population 

to total population 0.5430 0.1200 4.5245 
5 Proponton of population in 

hill/desert areas 0.0024 0.0027 0.8719 
Time period 
(1981-8210 1983-&4) 0.0473 0.0575 0.7010 
Time period 
{1984-85101986-8:1'.) - --0.0367 0.0586 - --0.5343 
A-Squared 0.8096 Residual Sum of Squares 0.2259 
A - Bar - Squared 0.8709 S.E. of Regression 0.1037 
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Diagnostic Tests 
Test Statistics F Version 

A: Serial Correlation 
B: Functional Form 
C: Nonnality 

LM Version 
CHI-SQ(1) •3.1205 
CHI-SQ(1) =0.0137 
CHI-SO(2) =0.6211 
CHI-S0(1) =0.2972 

F(1, 20) =2.5085 
F(1, 20) =0.0098 
Not Applicable 
F(1, 26) =0.2789 D: Heteroscedasticity 

Dependent \/8.riable Per Capita Expenditure on Fiscal Services 
Number Of Observations 28 Degrees Of Freedom 23 

Regressor Coafflctent Standard T - Ratio 
Error 

1 T otat tax revenue 0.9239 0.1219 7.5773 
2 Proportion of urban population 

to total population -0.7911 0.1902 -4.1601 
3 Density of urban population -0.5551 0.2389 -2.3233 

Time period 
(1981-8210 1983-84) -0.3785 0.2057 -1.8398 
Time period 
(1984-8510 1986-87) 0.0705 0.2058 0.3413 

A-Squared 0.6974 Residual Sum of Squares 3.2090 
R - Bar - Squared 0.6448 S.E. of Regression 0.3735 

Diagnostic Tests 
Test Statistics LM Version F Version 

A: Serial Correlation CHl-80(1)-3.7387 F(1, 22) =3.3903 
F(1, 22) =2.6199 
Not Applicable 
F(1, 26) =1.0238 

B: Functional Form CHI-SQ(1) =2.9796 
C: Nomiality CHI-SQ(2) = 1.2530 
D: Heteroscedasticil}\ CHI-SQ(f)=1.0508 

• 'Regression Results 
"D-epe-n~de-n~t Variable Per Capita Expenditure onPolice 
Number Of Observations 28 Degrees Of Freedom 22 

Regressor Coefficient Standard T - Ratio 
Error 

Number of police con• 
stables (below SI rank) per 
1000 population 0.7383 0.1320 5.5935 

2 Number of cognisable 
offences per 1000 population -0.1231 0.0772 -1.5950 

3 Salary differenCGS of police 
constables 0.4959 0.0212 23.4180 

4 Proportion of urban population 
to total population 0.1731 0.0803 2.1565 
Time period 
(1981-82 to 1983-84) - 0.0336 0.0778 -0.4322 
Time period 
( 1984-e5 10 1986-8 TI 0.0590 0.0858 0.8046 

A-Squared 0.8589 Residual Sum of Squares 0.3377 
R - Bar - Sguared 0.8268 S.E. of Regression 0.1239 

Diagnostic Tests 
Test Statistica F Version 

A: Serial Correlation 
B: Functional Form 
C: Nom,a!ty 

LM Vorlllon 
CHI-SQ(1) •1 .9767 
CHl-80(1)•2.8278 
CHl-80(2) -li.6501 
CHl•SQ{1 )-0.0309 

F(1, 21) =1.5952 
F(l,21)=2.3591 
Not Applicable 
F(l,26)=0.0288 D: Heteroscedasticity 

Dependent Variable Total Expenditure on Jails 
Number Of Observations 28 Degrees Of Freedom 23 

Regressor Coefficient Standard T - Ratio 
Error 

1 Total jail capacity 0.7341 0.0735 9.9851 
2 Number of prisoners 

per jail capacity 0.6187 0.1721 3.5946 
3 Density of urban population -0.0566 0.1228 -0.5422 

Time period 
(1981-8210 1983-84) -0.0701 0.1273 -0.5511 
Time period 
(1984-85 to 1986-8:1'.) -0.0458 0.1274 -0.3580 

A-Squared 0.8942 Residual Sum of Squares 1.1711 
A - Sar - Squared 0.8758 S.E. of Regression 0.2256 



Diagnostic Tests 
Test Statistics LM Version F Version 

A: SerialCorrelation CHl-$0(1)=9.1061 
B: FunctionalForm CHl-S0(1)=1.0500 
C: Nomiality CHI-SQ(2) =1.1380 

F(l. 22) =10.6031 
F(l, 22) =0.8571 
Not Applicable 
F(l, 26)=0.2166 D: Heteroscedasticity CHI-SO(l)=0.2313 

Regression Results 
Dependent 'lariable Per Capita Expenditure on Fire 

Protection and Control 
Number Of Observations 22 Degrees Of Freedom 17 

Regressor Coefficient Standard T - Ratio 
Error 

Number of Standard Emplo-
yees for Fire Protection and 
Control per 1000 population 7.1069 3.4935 2.0343 

2 Density of urban population -0.0012 0.0006 -2.1514 
3 Price differences 0.0082 0.0020 4.0841 

Time period 
(1981-82 to 1983-84) 0.1721 0.1734 0.9927 

Time period 
(1984-85 to 1986-87) -0.4295 0.2014 -2.1319 
A-Squared 0.6231 Residual Sum of Squares 1.6450 
R - Bar - Squared 0.5344 S.E. of Regression 0.3111 

D1agnost1c Tests 
Test Statistics LM Version F Version 

A: Serial Correlation CHl-$0(1)=0.2544 F(1, 16) =0.1976 
F(1, 16) =1.3857 
Not Applicable 
F(1, 20) =0.0267 

B: Functional Form CHl-$0(1) =1.6846 
C: Nom,ality CHl-$0(2)=4.3973 
D Heteroscedasticity CHl-$0(1)=0.0289 

Note- : UnearSpiicd1cat1on. 
••• • • R~a~g~ra~ss=io~n~R~e~s~u"lt~s----~----

Dependent Variable Per Capita Expenditure on Other 
Administrative Services 

Number Of Observations 28 Degrees Of Freedom 23 

Regressor Coefficient Standard T - Ratio 
Error 

Number of Standard 
Employees for Other 
Administrative Services 
per 1000 population 0.5842 0.0635 9.1986 

2 Price differences 0.5220 0.0264 19.7690 
3 Proportion of population 

in hill/desert areas 0.0067 0.0033 2.0184 
Time period 
(1981-82 to 1983-84) 0.0910 0.0860 1.0585 
Time period 
{1984-85 to 19860~7) 0.1120 0.0864 1.2967 
A-Squared 0.8222 Residual Sum of Squares 0.4996 
R - Bar - Sauared 0.7913 --~-E. ~f R_egre_sJ>ion 0.1474 

Diagnostic Tests 
Test Statistics LM Version 

A: Serial Correlation CHl-$0(1) = 1.4023 
B: Functional Form CHl-$0(1) =0.6778 
C: Nomiality CHl-$0(2) = 1.4049 
D: Heteroscedasticity CHl-$0(1) =0.0001 

Regression Results 

F Version 
F(l.22)=1.1599 
F(l,22)=0.5458 
Not Applicable 
F(1, 26) =0.0001 

Dependent Variable Per Child Expenditure on Primary Education 
Number Of Observations 28 Degrees Of Freedom 22 

Regressor Coefficient Standard T - Ratio 
Error 

Proportion of enrolment 
in Primary Schools to 
children in the age group 
6-10years 0.9339 0.2306 4.0503 

2 Student-Teacher ratio in 
Primary Schools -0.6545 0.3329 -1.9661 

3 Price differences 1.3859 0.3196 4.3365 
4 Salary differences of 

Primary School teachers 0.2133 0.1944 1.0971 
Time period 
(1981-82 to 1983-84) 0.2247 0.1258 1.7885 
Time period 
'1984-85 to 1986-87) 0.0417 0.1179 0.3533 
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A-Squared 
R - Bar - Squared 

0.8035 Residual Sum of Squares 
0.7588 S.E. of Regression 

Diagnostic Tests 
Test Statistics LM Version 

0.8631 
0.1981 

A: Serial Correlation CHl-$0(1) =2.4906 
F Version 
F(l,21)=2.0503 
F(l,21)=3.1204 
Not Applicable 
F(1, 26) =0.0462 

B: Functional Fomi CHI-SO(1) =3.6223 
C: Nomiality CHl-$0(2) =0.4335 
D: Heteroscedasticity CHl-$0(1) =0.0497 

-·-- -------

Regression Results 
Dependent Variable Total Expenditure on Secondary Education 

Number Of Observations 28 Degrees Of Freedom 21 

Regressor Coefficient Standard T - Ratio 
Error 

Enrolment of children in 
the age group 11- 18 years 

in Secondary Schools 0.6407 0.1009 6.3519 
2 Student-Teacher ratio in 

Secondary Schools -0.1922 0 4281 -0.4491 
3 Salary differences of 

Trained Graduate teachers 0.5203 0.1838 2.8314 
4 Proportion of children (11-18 

years) in rural areas 0.5250 0.2449 2.1438 
5 Density of children 

(11-18 years) -0.1833 0.1123 -1.6322 
Time period 
(1981-82 to 1983-84) -0.1587 0.1481 -1.0714 
Time period 
(1984-85.to 1986-87) -0.1325 0.1497 -0.8849 

A-Squared 0.8126 Residual Sum of Squares 1.2796 
R - Bar - Squared 0.7590 S.E. of Regression 0.2468 

Dla9nostlc_:rElsts 
Test Statistics LM Version F Version 

A: Serial Correlation CHI-S0(1) =2.9743 F(1, 20)=2.3770 
F(1, 20)=7.6803 
Not Applicable 
F(1, 26) =2.2467 

B: Functional Form CHI-SO(1) =7.7690 
C: Nomiality CHI-SO(2),0.4163 
D: Heteroscedasticity CHI-SO(1) =2.2271 

Regression Results 
Dependent Variable Per Capita Expenditure on Higher Education 

Number Of Observations 28 Degrees Of Freedom 21 

Regressor Coefficient Standard 
Error 

T - Ratio 

Enrolment in Colleges and 
Universities per 1000 
population 1.0445 0.2178 4.7964 

2 Student-Teach er ratio in 
Colleges and UniversitieS -0.9144 0.1990 4.5948 

3 Price differences 1.0338 0.1413 7.3191 
4 Density of population -0.3015 0.1095 -2.7531 
5 Proportion of enrolment in 

Private Colleges and 
Universities to total enrolment 0.1636 0.1528 1.0708 
Timeperiod 
(1981-82 to 1983-84) 0.0111 0.1244 0.0892 
Time period 
(1984-85101986-8Z) 0.1242 0.1312 0.9466 

A-Squared 0.7590 Residual Sum of Squares 0.9316 
A - Bar - Squared 

Test Statistics 
A: Serial Correlation 
B: Functional Form 
C: Nomiality 
D: Heteroscedasticity 

0.6901 S.E. of Regression 0.2106 

Diagnostic Tests 
LM Version 
CHl-$0(1 )=2.2811 
CHl-$0(1 )=0.0558 
CHl-$0(2) =0.2491 
CHl-$0(1) ,0.2100 

F Version 
F(l, 20) =1.7738 
F(l,20)=0.0398 
Not Applicable 
F(l,26)=0.1964 



Regression Results 
------
Dependent Variable Total Expenditure on Medical, Family Welfare 

and Public Health (excluding Water Supply} 

Number ot Observations 28 Degrees Of Freedom 20 

Regress or Coefficient Standard 

T - Ratio Error 
1 Number of hospital beds 0.8754 0.0750 11.6745 
2 Number of indoor patients 

per 100 hospital beds 0.0996 0.0449 2.2177 
3 Proportion of population 

covered under sanitation 
in urban areas 

4 Salary differences of 
Staff Nurse 

5 Density of population 
6 Proportion of population in 

hill/desert areas 
nmeperiod 
(1981-82 to 1983-84) 
nmeperiod 

0.1210 

0.2682 
-0.2166 

0.0064 

0.0470 

0.0492 

0.1006 
0.0828 

0.0054 

0.1265 

{1984-85 to 1966-87) -0.0766 0.1279 
R - Squared 0.8926 Residual Sum of Squares 
R - Bar- Squared .0.8550 S.E. of Regression 

Diagnostic Tests 

2.4619 

2.6677 
-2.6179 

1.1725 

0.3715 

-0.5987 
0.8706 
0.2086 

Test Statistics LMVersion 
CHl-$0(1) =7.9846 
CHl-$0(1) =2.8071 
CHI-S0(2) =1.6982 
CHl-$0(1)=1.3137 

F Version 
A: Serial Correlation 
B: Functk>nal Form 
C: Normality 
D: Heteroscedasticity 

Regression Results 

F(1, 19) =7.5795 
F(1, 19)=2.1171 
Not Applicable 
F(1,26)=1.2799 

Dependent Variable Per Capita Expenditure on Agriculture, Food,etc. 

Number ot Observations 28 Degrees ot Freedom 21 

Regressor Coefficient Standard T- Ratio 
Error 

Gross cropped area per 
1000 population 

2 Number of Standard Emplo­
yees for Agriculture, etc. ,per 
1000 hectares of gross 
cropped area 

3 Proportion of area under High 
Yieldng Varieties of cereals 
to gross cropped area 

4 Proportion of area under 
Commercial crops to gross 
cropped area 

5 Price differences 
Time period 
(1981-82101983-84) 
Time period 

0.4026 

0.4135 

0.3318 

0.4344 
0.8429 

0.1878 

0.1242 

0.1132 

0.1028 

0.0908 
0.0777 

0.0957 

3.2407 

3.6527 

3.2259 

4.7824 
10.8468 

1.9624 

(1984-85 to 1986-87) -0.1570 0.0999 • 1.5710 
R • Squared 0.8027 
A-Bar-Squared 0.7463 

Residual Sum of Squares 
S.E. of Regression 

0.6514 
0.1761 

Test Statistics 
A: Serial Correlation 
B: Functional Form 
C: Nonnalty 
D: Heteroscedasticity 

Olag nostlc Tests 
LM Version 
CHl-$0(1)=1.0309 
CHl-$0(1)=1.6213 
CHl-$0(2)•1.3847 
CHl-$0(1) -0.0925 

Regresalon Rnulta 

F Version 
F( 1, 20) ,.Q, 7645 
F(1,20)=1.2292 
Not Applicable 
F(1, 26) ,.0.0861 

Dependent Va1able T otaJ Expendture on Animal Husbandry 

Number Of ObMn1alion1 28 Degr&M Of Freedom 22 
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Regressor Coefficient Standard 
Error 

1 Total cattie population 0.5739 0.0950 
2 Salary differences of 

T - Ratio 

6.0403 

3.7051 

1.5748 

1.9106 

-0.4217 

0.2784 

3 

4 

Assistant Veterinary Surgeon 0.3693 0.0997 
Proportion of urban popu-
lation to total population 0.2390 0.1518 
Number of veterinary 
centres per 1000 cattle 0.1923 0.1006 
Time period 
(1981-82 to 1983-84) -0.0599 0.1419 

Time period 
(1984-85 to 1966-87) 0.0396 0.1421 

A-Squared 0.7511 Resktual Sum of Squares 
R • Bar - Squared 0.6945 S.E. of Regression 

Diagnostic Tests 
Test Statistics LM Version F Version 

1.3798 
0.2504 

A: Serial Correlation CHI-S0(1)=6.0275 F(1, 21) =5.7607 
F(1,21)=0.5192 
Not Applicable 
F(1, 26) =4.3830 

B: Functional Form CHl-$0(1) ,.0.6756 
C: Normality CHl-$0(2)=1.3010 
D: Heteroscedasticity CHl-$0(1) =4.0392 

Regression Results 
Dependent Variable Total Expenditure on Industry and Minerals 
Number ot Observations 28 Degrees Of Freedom 22 

Regressor Coefficient Standard 
Error 

T - Ratio 

Income from Mining and 
Quarrying and 
Manufacture 1.3675 0.1642 

2 Number of Standard 
Employees for Industry 
and Minerals per income 
from Mining and Quarrying 

and Manufacture 0.8514 0.2018 
3 Density of urban population -1.0868 0.3013 
4 Proportion of population in 

hill/desert areas 0.0392 0.0116 
Time period 
(1981-8210 1983-84) 0.3679 0.3012 

Time period 
(1984-85 to 1986-&7) -0.4294 0.3382 

A-Squared 
R • Bar • Squared 

0.6851 Residual sum of Squares 
0.6135 S.E. of Regression 

Diagnostic Tests 

8.4528 

4.2195 
-3.6072 

3.3627 

1.2881 

·1.2698 

5.1961 
0.4660 

Test Statistics 
A: Serial Correlation 
B: Fur,ctional Form 
C: Norn)aity 
D: Heteroscedasticity 

LM Version 
CHl-$0(1) =4.8699 
CHl-$0(1),.0.2659 
CHl-$0(2) =1 .8951 
CHl-$0(1) ,.0,9744 

F Version 
F(1,21)=4.4214 
F(1, 21) ,.Q,2013 
Not Applicable 
F(1, 26) ,.0_9374 

Note : Diagnostic Tests: 

A: 

B: 

C: 

Lagrange multiplier test of residual serial correlation. 

Ramsey's RESET test using the square ol the fitted 
values. 

Based on a test of skewness and kurtosis of residuals. 

D: Basedontheregresstonofsquaredresidualsonsqtiared 
fitted values. 
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Comparison Of Nonnative And Actual Expenditures (non-Plan) In 1986-87 
TABLE B.s.2 

-- Mom-a- DIP4 J)el ~ ~ ~ Expo,,. tt,,eEr- llan mnl ~- ~- ~-dluro pordl- Flom OM,. Aduoi Hom-a- DMa-
hn Ad\111 llon E,p. ti.. Ion 

F..,, E,p. Fn:m 
~ Ad\.91 (Ra. (Ra. (Ra. (Ra.) (Ra.) (RI.) 

Lli<II) l..11,11) 1..11<11) 

(1) (2) (3) (4) (6) (6) (7) 

Exp«idltu,. Category : Organ• Of State 
1 Anctn 

~ h 365.00 -460.32 95.32 26.12 0.61 0.TT 0.16 2 BilW 975.00 695.98 -280.02 -28.89 124 0.88 --0.36 3 ~ 191.00 297.0S 108.0S 55.53 0.50 0.78 028 ' Hiwyana 2119.00 115.07 ·183.113 -81.52 1.99 o.n ·122 5 Klrnllllka 411.00 332.40 -78.80 ·19.12 0.98 0.80 --0.19 6 Kerala 313.00 250.17 -{;283 -20.07 1.11 0.89 --022 7 Macl,ya 
Pradesh 495.00 470.31 -24-69 -4.99 0.84 0.80 --0.04 8 Mnnshtra 606.00 530.32 -75.68 -12.49 0.86 0.75 --0.11 9 Orissa 232.00 272.09 40.09 1728 0.80 0.93 0.14 10Pt.jlb_ 417.00 140.49 -276.51 -66.31 2.23 0.75 -1.48 11 Rajasthan 301.00 392.85 91.85 30.51 0.75 0.99 0.23 12 T ami1 Nadu 33-4.00 425.06 91 .06 27.26 0.63 0.80 0.17 13 Un.-
Pradesh 703.00 1112.81 409.81 5829 0.56 0.89 0.33 14 Was! 
Bs,g;i 274.00 475.74 202.74 73.99 0.45 0.78 0.33 

14 lllajor 
Statea 5917.00 597UI SUI G.92 0.83 0.83 0.01 

Expenditure Cat~: Admlnf •traUve S.rvice• 
1 Andtn 

Pradesh 7445.00 4715.04 -2729.96 -36.67 12.52 7.93 -4.59 2 Bila, 3912.00 6182.38 2270.38 58.04 4.97 7.85 2.88 3~ 2462.00 3232.78 770.78 31.31 8.48 8.48 2.02 4 Hiwyroa 1193.00 1166.52 -26.48 -222 7.94 7.78 --0.18 5 Kana!aka 2799.00 3590.23 791.23 2827 6.69 8.59 1.89 6 Kerala 2579.00 2433.89 -145.11 -5.83 9.17 8.65 --0.52 7 t.lalt!ya 
Pradesh 3905.00 4884.97 m .97 19.97 6.83 7.95 1.32 8 t.t.nn-
shta 12425.00 5944.38 -&480.84 -52.18 17.64 8.44 -920 9 Orissa 2411.00 2427.42 16.42 0.68 827 8.32 0.06 10Pitjab 1791.00 1495.23 ·'l.95.n -16.51 9.58 8.00 ·1.58 11 Rajaslhan 'l.951.00 3386.92 435.92 14.n 7.41 8.51 1.10 12 T ami1 Nadu 7449.00 4686.41 -2762.59 -37.09 14.04 8.83 -52 1 13 Unar 
Pradesh 5368.00 1048221 50942\ 94.90 4.31 8.40 4.09 14 West 
8enga 2525.00 4917.23 2392.23 94.74 4.15 8.07 3.93 

14 lllajor 

Stal• 59215.00 59325.511 11G.51 G.11 1.28 1.21 0.0:Z 

Expenditure Cat~: Admlnl•tratlon Of Ju• tlce 
1 Andhra 

Pradesh 1963.00 1sn.ao -40520 ·20.43 3.33 2.85 --0.68 •" 2 Bhw 2033.00 1883.07 ·349.93 -1721 2.58 2.14 --0.44 '3- ~ 1435.00 1578.07 143.07 9.97 3.n 4.14 0.38 4 1-wyWla 487.00 478.85 ·10.35 -2.12 324 3.17 --0.07 5 Ksnataka 1897.00 1821.85 -75.15 -3.98 4.54 - 4.38 --0.18 6 Kerala 1384.00 1135.31 -448.811 -32.42 4.92 3.33 ·1.80 7 Mat:llya 
Pradesh 1382.00 1800.38 218.38 15.80 2.35 2.72 0.37 8 Maharulttra 2897.00 3227.12 330.12 11.40 4.11 4.58 0.47 9 Clriaa 808.00 850.79 -15721 ·111.48 2.n 2.23 -(/.54 10~ 749.00 111111.34 -79.88 ·10.84 4.01 3.58 --0.43 11 Rajlllhlr1 1198.00 831.39 -367B1 -30.88 3.01 2.09 --0.92 

(1) 

12 Tam~ Nadu 1940.00 

(2) (3) (4) 

2108.57 188.57 8.89 

(5~ 
------~ 

3.88 3.97 
032 13 unar 

Pradesh 3357.00 3739.42 
14 Wet1Bengal 1597.00 2287.13 

14 Major 
9111• 23141.00 23111.11 

382.42 
870.13 

11.11 

11.39 
41 .98 

0 .• 

2.70 
2.82 
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Expenditure category: Fiscal Services 
1 Andhra 

Pradesh 7818.00 8802.09 -815.91 -10.71 12.81 
2 Biltar 4350.00 5424.98 1074.98 24.71 5.53 
3 G14818I 2547.00 5031.94 24&4.94 97.56 8.68 
4 Hatyana 1327.00 2887.99 1340.99 101.05 8.83 
5 K.-nataka 5111 .00 4690.70 -420.30 -822 1222 
6 Kerala 4748.00 5053.47 305.47 6.43 18.88 
7 Madhya 

Pradesh 7498.00 5856.25 -1641 .75 -21.90 12.73 
8 Maharashtra 9607.00 7138.49 ·2468.51 -25.89 13.84 
9 Orissa 3758.00 3481.33 -27U 7 -7.36 12.89 
10 Punjab 1727.00 3145.51 1416.51 82.14 9.24 
11 Rajaslhan 5298.00 7797.93 2499.93 47.19 13.31 
12 Tammadu 4926.00 6627.58 1701.58 34.54 929 
13 Unar 

Pradesh 10437.00 7304.38 -3132.62 -30.01 8.38 
14 Wea1 Bengal 5462.00 3642.23 -1839.n ·33.56 9.00 

1411ajor 
Stal• 74434.00 74'14.85 230.85 0.31 10.38 

Expenditure Category : Polk» 
1 Andhra 

Pradesh 11030.00 15376.83 43-16.83 39.41 18.54 2 Bihar 13851 .00 17888.42 4015.42 28.99 17.59 3 G~1 13717.00 9500.SQ -4216.41 -30.74 36.00 4 Hatyana 4691.00 3781.28 ·909.74 ·19.39 3122 s K.-nataka 8718.00 10521.38 1805.38 20.71 20.85 6 K91111a 8565.00 8598.81 31.81 0.48 23.34 7 Madhya 
Pradesh 14109.00 13348.07 ·780.93 -5.39 23.96 8 Maharash1r1 23988.00 17657.76 ·8330.24 ·26.39 34.05 9 Oriua 8810.00 8588.n -21.23 --0.32 22B7 10 Punjab 8293.00 5289.97 -3003.03 ·3621 44.36 11 Rajaslhan 8545.00 8451.87 -93.33 ·1.09 21.47 

12 Tamil Nadu 11230.00 13509.24 2279.24 
20.30 21.17 13 Una, 

Pradesh 
27462.00 31647.72 4185.72 22.05 15.24 14 West 

BengaJ 16071.00 18129.54 58.54 0.36 26.38 

14 llajor 
Stal• 174171.00171281,13 1387.13 24.40 0.711 

Expenc/fture Category : Jal/a 
1 Andhra 

Prldelh 609.00 1051.49 442.49 72.88 1.02 2 Bihar 1564.00 1327.00 1.99 -237.00 -15.15 3 G'4hl 335.00 701.67 388.67 109.45 0.88 4 Haryana 327.00 361.23 34.23 10.47 2.18 5 K.-n&laka 325.00 564.56 2.39.56 73.71 0.78 6 Klnlla 334.oo 413.76 79.78 23.66 1.19 7 Madhya 
Pradesh 914.00 1198.55 282.SS 30.91 1.55 8 ~ 915.00 888.83 ·28.17 ·2.88 1.30 9 Oriua 485.00 813.72 148.72 31.98 1.58 10 ~ 820.00 407.34 ·212.86 ·34.30 3.32 11 Rajaalhan 555.00 888.49 113.49 20.45 1.39 12 T amll Nadu 1268.00 m .49 -493.51 -38.98 2.39 

3,00 03\ 
3.72 1.10 

3.23 o.oo 

11.44 ·137 
8.89 137 

13.21 8.52 
17.78 8.92 
11.22 -1.01 
17.97 1.09 

9.94 ·2.79 
10.13 -3.50 
11.94 -0.95 
16.83 7.59 
19.59 628 
12.49 321 

5.87 ·2.52 
5.98 -3.02 

10.42 0.03 

25.85 7.31 
22.69 5.10 
24.93 -11.07 
25.17 -6.05 
25.17 4.32 

23.45 0.11 

22.66 -1.29 
25.07 -6.99 
22.59 -0.07 
28.30 -16.06 
21 24 -0.23 

25.46 4.30 

25.41 3.36 

26.48 0.10 

24.51 0.11 

1.77 0.1• 

1.69 -o.30 

1.&4 o.911 
o.23 2.40 
0.57 1.35 

1.47 028 

o.48 2.03 
.c.04 1.29 
0.51 2.10 
-1.14 2.18 
029 1.68 
.c.93 1."6 



ii 

• 

13 Unar 
Pradesh 

14 West 

Senoa 

14 Major 
States 

(1) (2) (4) (5) {6) (7) 

1979.00 159().08 -388.92 -19.65 1.59 128 --0.31 

1034.00 100.23 -333:n --32.28 1.10 1.1s -0.ss 

11242.00 11257.47 11.47 0.14 1.57 1.57 0.00 

Expenditure Category : Fire Protection And Control 
1 Andhra 

Pradesh 
2 Bihar 
3 Gujarat 

4 Haryana 
5 Karnataka 

6 Kerala 
7 Madhya 

Pradesh 
B Maharashtra 
9 Orissa 
10 Punjab 
11 Rajasthan 
12 Tamil Nadu 
13 Uttar 

Pradesh 
14 West 

Senoa 

14 Major 
Stat• 

sn.oo 
44.00 

0.00 
6.00 

272.00 
424.00 

31.00 
12.00 

445.00 
0.00 
0.00 

756.00 

542.00 

664.00 

254.94 ·322.06 -55.82 
363.06 
270.86 

56.56 

319.08 725.19 
270.85 

50.56 643.06 
288.63 -3.37 -1 24 
209.20 -214.80 -50.66 

377.05 346,05 1116.30 
283.35 271.35 2281 .24 
239.06 -205.94 -46.28 

63.48 63.48 
327.66 327.66 
394.11 -361,89 -47.ffl 

562.82 20.82 3.84 

129.10 -534.90 -80.56 

0.97 
0.06 
0.00 
0.04 
0.65 
1.51 

0.05 
0.02 
1.53 
0.00 
0.00 
1.42 

0.43 -0.54 
0.46 0.41 
0.71 0.71 
0.38 0.34 
0.64 -0.01 
0.74 -0.76 

0.64 0.59 
0.40 0.39 
0.82 -0.71 
0.45 0.45 
0.82 0.82 
0.74 -0.68. 

0,44 0.45 0.02 

1.09 021 -0.88 

3773.00 3819.13 q_13 1.24 0.53 0.&3 0.01 

Expenditure Category : Other Administrative Ssrv/ces 
1 Andhra 

Pradesh 
2 Bihar 
3 Gujarat 
4 Haryana 
5 Karnataka 
6 Kerala 
7 Madhya 

Pradesh 

2714.00 2471.53 -242.47 -8.93 
2230.00 3242.56 1012.56 45.41 
2680.00 1900.95 -779.05 -29.07 
788.00 700.16 -87.84 -11.15 

2536.00 2127.65 -408.35 -16.10 
1048.00 1452.02 404.02 38.55 

2019.00 2455.23 436.23 21.61 

4.56 4.15 -0.41 
2.83 4.12 1.29 
7.03 4.99 -2.04 

524 4.66 -0.58 
6.07 5.09 -0.98 
3.73 5.16 1.44 

3.43 4.17 0.74 
8 Maharashtra 4107.00 3524.30 -582.70 -14.19 5.83 5.00 -0.83 
9 Orissa 1406.00 1268.53 -137.47 -9.78 4.82 4.35 -0.47 
10 Punjab 1652.00 783.33 -868.67 --52.58 8.84 4.19 -4.65 
11 Rajasthan 1979.00 2024.92 45.92 2.32 4.97 5.09 0.12 
12 TamHNadu 2510.00 2714.97 264.97 10.56 
13 Uttar 

4.73 523 0.50 

Pradesh 
14 West 

Bengal 

14 Major 
Slatoa 

4310.00 6328.n 2000.n 46.53 3.47 5.08 1.61 

3696.00 2887.97 -808.03 -21.88 8.07 4.74 -1.33 

33684.00 33N2.84 258.84 0.77 4.70 4.74 0.()4 

Expenditure Cat-r,ory : Ganeral Admlnlstratlw Service• 
1 Andhra 

Pradesh 
2 Blha,-

3 GtjMU 
4 Ha,yana 

SK..naraka 
6 Kerala 
7 Madhya 

Pradesh 
8 Mahara-

shta 

9 Oriasa 
11, l'u,jab 

11 Raju1han 
12 Tamil 

Nadu 

32341.00 32710.06 369.06 
28960.00 36785.46 7825.46 
23367.00 22513.92 ·853.06 
9118.00 9325.47 207.47 

22067.00 23917.-40 1850.-40 
17395.00 17344.44 -50.56 

30353.00 299811.81 -364.10 

1.14 54.37 54.99 0.82 
27.02 36.78 46.72 9.94 
-3.66 81.32 59.08 -224 
2.26 60.68 82.06 1.36 
8.39 52.78 57.21 4.43 
-0.29 61.85 61.67 -0.18 

-1.20 51.54 50.92 -0.62 

54557.00 39HM.54--15362.46 -28.18 n.45 55.64 -21.81 
18135.00 15541.70 .593.30 -3.66 55.33 53.30 ·2.03 
15249.00 12014.68 -3234.32 -21.21 81.57 64.27 -17.30 
20828.00 23881.84 3053.IM 14.68 52.33 60.01 7B7 

30411.00 31298.43 887.43 2.92 57.32! 58.99 1.87 
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(1) (2) (3) (4) (5) (6) fr, 

13 Unar 
Pradesh 54187.00 62748.15 8581.15 15.84 43.50 50.39 6.89 

14 West 
Bengal 31343.00 31150.18 -1Q2.82 -0.62 51.46 51.14 -0.32 

14 Major 
Stat•• 386291.00 388415.07 2124.07 0.11 53.89 54, 19 0.30 

Expenditure Category : Primary Education 
Andhra 
Pradesh 

2 Bihar 

3 Gujarat 
4 Ha,yana 
5 Kamataka 

6 Kerala 
7 Madhya 

Pradesh 
8 Mahara-

shtra 
9 Orissa 
10 Punjab 
11 Rajasthan 
12 Tamil 

23323 
33652 
23336 
5674 

22415 
23262 

25510 

40000 
9614 
8184 

16845 

23991.76 668.72 
27547.40 -6104.60 
204(15.85 -2830.84 
5272.89 -400.92 

20419,60 -1995.45 

2.87 3921 40.33 1.1.? 
-18.14 42.74 34.99 -7.75 
-12.17 6124 53.79 -7.45 

-7.07 37,76 35.09 -2.57 
-8.90 53.61 48.84 -4.77 

13561.10 -9700.65 -41.70 82.71 48.22 .34.4g 

24723.73 -786.31 -3.08 43.31 41.98 -1.34 

3n54.51 -3145.20 -7.se ss.oo 53.60 -4.46 
13010.71 3396.58 35.33 32.97 44.62 11.-65 
7008.90 -1175.10 -14.36 43.78 37.49 -6.29 

17349.53 504.61 3.00 42.33 43.59 1.'.U 

Nadu 26962 32403.28 5441.33 20.18 50.82 61.08 10.26 

13 Unar 
Pradesh 41281 49181.08 7899.98 19.14 33.15 39.49 6.84 

14 West 
Beng;j 

14 Major 

20704 2'1185.29 8371,22 40.26 34.14 47.88 13.7•1 

Stataa 321751.27 321885.65 134.38 0.04 44.89 44.91 0.02 

Expenditure Category : sacondary Education 
1 Andhra 

Pradesh 
2 Bihar 
3 Gujaral 
4 Haryana 
5 Kamataka 
6 Kerala 
7 Madhya 

Pradesh 
8 Mahara-

15218.03 16017.55 799.52 
9888.00 13796.55 3908.55 

14582.81 14623.31 40.50 
6318.79 7930.01 1611.22 
9720.02 13246.55 3526.52 

13473.86 17778.35 4304.50 

16050.03 16613.76 563.73 

525 25.58 26.93 ~ .$4 

39.53 12.56 17 .52 4.96 
028 3827 38.38 0.11 

25.50 42,05 52.78 10.?2 
3628 2325 31.68 8 . .1..1 
31.95 47.91 63.21 15.30 

351 27 25 28.21 0.96 

shtra 34740.75 28145.43 -6595.32 ·18.98 49.32 39.95 -9.36 
9 Orissa 8540.12 10127.35 1587.24 18.59 2929 34.73 5.44 
10 Punjab 11578.00 9068.20 -2509.80 -21.68 61.93 48.51 -13.42 
11 Rajasthan 11164.IM 12426.59 1261.64 11.30 28.05 31.22 3.F 
12 TamilNadu 15613.97 21323.62 5709.65 36.57 29.43 40.19 i0.75 
13 Unar 

Pradesh 28962.07 25436.13 -3525.94 -12.17 23.26 20.43 -2.83 
14 West 

Bengal. 26224.09 15893.31-10330.n -39.39 43.os 26.09 -16.9€ 

14 Major 
Stat.. 222075.47 222421.71 351.24 0.16 30.98 31.03 0.0:1; 

Expenditure category: Higher Education 
1 Andhra 

Pradesh 
2 Bitw 
3 Gujarat 
4 Haryana 
5 l<ama-
6 Ketala 
7 Madhya 
p-

8Mahata­
shtra 

9 Oriua 
10 Punjab 

12585.02 11627.49 -957.53 -7.61 21.16 19.55 -1.6'! 
9189.00 15359.18 8170.18 67,15 11.67 19.51 7.84 
5779.92 5698.43 -81.49 -1.41 15.17 14.95 -021 
2547.92 2071.05 -476.87 -18.72 16.96 13.78 -3.17 
8415.02 7280.51 -1134.51 -13.48 20.13 17.41 -2.7'! 
7501.92 5835.87 ·1666.25 -22.21 26P,7 20.75 -5.92 

8111.01 4865.87 -1245.14 -20.38 10.38 8.26 -2:1; 

12338.91 11954.00 -384.91 
3211.04 4983.93 1m.89 
3"72.00 3113.33 -858.87 

-3.12 1752 18.97 -0.SS 
55.21 11.01 17.00 3.08 
-21.62 21.25 16.65 -4.$\1 



(1) 12) (3) (4) (5) (6) 

11 Rajasthan 4253.98 4534.73 280.75 6.00 10.69 11.39 0.71 
12 TamilNadu 11037.98 6649.69 -4388.29 -39.76 20.81 12.53 -827 
13 Uttar 

Pradesh 9248.02 10439.36 1191.33 12.88 7.43 8.38 0.96 
14 WestBengal 8759.03 10543.04 1784.01 20.37 14.38 17.31 2.93 

14 Major 
Statn 1049l0.78 104956.28 5.50 0.01 14.64 14.64 0.00 

Expenditure Category : Other Expenditure On Education 
1 Andhra 

P,_.h 
2 Bita" 
3 Gujnl ·-5 K-
6 Kerala 
7 Madhya 

Pradesh 

820.00 1228.87 408.87 49.86 
929.00 1269.37 340.37 36.64 

12&0.00 1099.75 -16025 -12.72 
431.00 354.19 -76.81 -17.82 
709.00 976.24 267.24 37.69 
589.00 1060.46 471.46 80.04 

590.00 

1.38 2.07 0.69 
1.18 1.61 0.43 
3.31 2.89 --0.42 
2.87 2.36 -0.51 
1.70 2.33 0.64 
2.09 3.77 1.68 

8 Maharashtra 2336.00 
891.90 301.90 51.17 

2136.48 -199.52 -8.54 
522.01 -177.99 -25.43 
572.87 93.87 19.60 

1.00 
3.32 
2.40 
2.56 
125 
0.84 
0.73 
7.97 

1.51 0.51 
3.03 --0.28 
1.79 -0.61 
3.06 0.50 
1.95 0.70 
2.41 1.56 
1.53 0.80 
2.43 -5.54 

9 Orissa 700.00 
10 Punjab 479.00 
11 Rajasthan 496.00 774f;6 278.66 56.18 
12 Tamil Nadu 448.00 ,m.39 829.39 1ss.1s 

1906.11 1000.11 110.39 
1477.69 -3377.31 -69.!i6 

13 unar Pradeah 906.00 
14 WestBengal 4855.00 

14 Major 

States 15548.00 15548.00 0.00 0.00 2.17 2.17 0.00 

Expenditure Category: ''Medical, Family Welfare And 
Public Health (excluding Water Supply}" 
1 Andhra 

Pradesh 
2 Bihar 
3 Gujarat 
4 Haryana 
5 Kamataka 
6 Kerala 
7 Madhya 

Pradesh 
a Mahara• 

shtra 
9 Orissa 
10 Punjab 
11 Rajasthan 

12 TamllNadu 
13 Uttar 

Pradesh 
14 West 

Beng~ 

14 Major 
Statn 

12368.00 12243.10 ·124.90 
9070.00 8593.72 ·47628 

14696.00 16030.50 1334.50 

·1.01 20.79 20.58 -021 
-525 11.52 10.92 -0.60 
9.08 38.57 42.07 3.50 

3822.00 3495.77 -32623 -8.54 25.44 23.27 ·2.17 
11724.00 13665.11 1941.11 16.56 28.04 32.68 4.64 
10731.00 10894.02 163.02 1.52 38.15 38.73 0.58 

11507.00 10181.75 -1325.25 ·11.52 19.54 H.29 ·225 

20266.00 20684.05 418,05 2.06 28.77 29.36 0.59 
5668.00 6499.20 831.20 14.66 19.44 22.29 2.85 
7760.00 7482.17 •277.83 -3.58 41.51 40.02 .1.49 
9885.00 10003.78 118.78 1.20 2-4.84 25.14 0.30 

16037.00 17973.93 1936.93 12.08 30.23 33.88 3.65 

19175.00 19193.48 18,418 0.10 15.40 15.41 0.01 

21370.00 17915.45 -3464.56 ·16.17 35.08 29.41 -5.67 

174071.00 174816.04 777.04 8.45 24.29 24.40 0.11 

Expenditure Category : Other Social Services 
1 Andhra 

Pradesh 
2 Bihar 
3 G'4'1(8I 
4 Haryona 
5 Karnak& 
6 Kerala 
7 Madhya 

Pradesh 

8-• 
• OriMa 
10Ptqllb 
11 Rlju.,_, 
12 TamNMildl, 

!!02.00 
184.00 
308.00 

85.00 
696.00 
224.00 

141.00 

381.00 
300.00 
118.00 
311.00 
721.00 

11 unar Pradesh 216.oo 

556.&8 53.68 10.69 
40626 242.2:6 147.72 
384.07 ·13.93 -3.50 
105.69 20.69 24.34 
325.90 •370.10 -53.17 
322.42 98.42 43.94 

333.48 192.48 136.51 
851.85 275.65 71.97 
170.89 ·219.31 ·56.23 
185.06 47.06 34.10 
285.94 ·96.06 ·26.54 
400.43 -324.57 -44.77 
545.76 259.76 90.82 

0.84 0.93 0.09 
021 0.52 0.31 
1.04 1.01 --0.04 
0.57 0.70 0.14 
1.66 0.78 --0.89 
0.80 1.15 0.35 

024 0.57 0.33 
0.54 0.9-4 0.89 
1.3-4 0.59 -Q.75 
0.7-4 0.99 025 
0.91 0.67 --024 
1.37 0.75 -0.61 
0.23 0.-4-4 021 
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(1) (2) (3) (4) (5) (6) (~ 

14 WestBengal 658.00 491.97 -166.03 .25.23 1.08 0.81 -027 

14 Major 
StatH 5152.00 5152.00 0,00 o.oo o:n 0.12 o.oo 

Expenditure Category: Social Services 
1 Andhra 

Pradesh 
2 Bihar 
3 Gujarat 
4 Haryana 
5 Kamataka 
6 Kerala 
7 Madhya 

Pradesh 
8 Mahara· 

681 05. 09 68953.45 848.36 
65780.00 69860.48 4080.48 

1.25 114.49 115.92 
6.20 83.55 88.74 

1.43 
5.18 

66432.37 64711.86 -1720.51 ·2.59 174.34 169.83 -4.52 
20019.50 20370.58 351.08 1.75 133.24 135.57 234 
55834.10 58068.91 2234.81 4.00 133.55 138.89 5.35 
58379.51 52050.01 ·6329.50 ·10.84 207.57 185.06 -22.50 

62531.08 60232.50 ·2298.58 -3.68 106.17 102.27 -3.90 

shtra 118729.36109098.11 ·9G31.24 -8.11 168.55 154.87 ·13.67 
24.35 101.26 125.92 24.66 

-13.94 179.61 154.57 ·25.04 
9 Orissa 29528.30 36718.91 7190.61 
10 Punjab 33578.00 28897.54 •4680.46 
11 Rajasthan 44500.M 46855.22 2348.38 
12 TamilNadu 73516.90 82721.33 9204.43 
13 Uttar 

5.28 111.83 117.73 5.90 
12.52 138.57 155.92 17.35 

P~desh 102920.20109763.92 6843.73 6.65 82.65 88.14 5.50 
14 West 

Beng,J 91916.19 84742.75 •7173.44 ·7.80 150.90 139.12 ·11.78 

14 Major 

Stat•• as1m.,1 &93CM5.57 1268.16 0.14 124.42 124.59 0.18 

"Nole : lndw;v. of expendiure Ofl -Att, Scienllic SllfVic66, 11.1.C. "': "1.lrba/1-o,~­

and "'labour And E/TfHOYmenl rllCl<.oned al acwaJs. • 

Expenditure Category: "Agriculture, 
Community Development, e.t.c." 

Food, Cooperation, 

1 Andhra 
Pradesh 

2 Bihar 
3 Gujarat 
4 Haryana 
5 Kamataka 
6 Kerala 
7 Madhya 

Pradesh 
8 Mahara• 

shtra 
9 Orissa 
10 Punjab 
11 Rajasthan 
12 TamilNadu 
13 Unar 

Pradesh 
14 West 

Bengal 

14. Major 
Statn 

13252.01 12515.74 ·73627 ·5.56 2228 21.04 ·124 
12990.00 9171.95 ·3818.05 ·29.39 16.50 11.65 -4.85 
12312.93 8880.26 ·3432.67 ·27.88 32.31 23.31 -9.01 
3318.94 3101.60 ·217.35 -6.55 22.09 20.64 ·1.45 
9064.01 9445.36 
6080.97 5295.29 

381 .34 421 21.68 22.59 0.91 
-785.68 ·12.92 21.62 18.83 -2.79 

6697.01 9782.63 3085.62 46.07 11.37 16.61 5.24 

11553.94 15796.15 4242.21 36.72 16.40 22.42 6.02 
6973.05 5830.55 ·1142.50 ·16.38 23.91 19.99 -3.92 
3237.00 4007.01 770.01 23.79 17.31 21.43 4.12 
4645.99 7409.09 2763.10 59.47 11.67 18.62 6.94 

13148.99 11250.59 •1898.40 -14.44 24.78 21.21 -3.58 

18059.02 20983.01 2923.99 16.19 14.50 16.85 2.35 

10483.01 8675.66 ·1807.35 ·1724 1721 14.24 -2.97 

131816.87 132144.88 328.01 0.25 18.39 18.44 0.05 

Expend/lure Category: An/ma/ Husbandry 
1 Andhra 

Pradesh 
2 Bihar 
3 Gujarat 
4 Haryana 
5 Kamataka 
6 Kerala 
7 Madhya 

Pradesh 
8 Mahar&· -9 Oriua 
10 Punjab 
11 Rajasthan 
12 TamilNadu 

2360.00 
2516.00 
1227.98 
892.97 

1548.00 
1059.99 

2464.00 

3051.98 
1-440.02 
1118.00 
1567.91 
2332.00 

2265.30 
1959.33 
1346.05 
962.87 

1793.88 
969.38 

2985.81 

2398.-48 
1532.29 
1262.18 
1726.34 
1812.65 

·94.70 
·556.67 
118.07 
69.90 

245.88 
·90.61 

-4.01 
·22.13 

9.61 
7.83 

15.88 
-8.55 

521.80 21.18 

-653.50 ·21.41 
92.27 6.41 

144.16 12.89 
158.36 10.10 

-499.35 ·21.41 

3.97 
3.20 
3.22 
5.94 
3.70 
3.n 

4.18 

4.33 
4.94 
5.98 
3.94 
4.40 

3.81 
2.49 
3.53 
6.41 
4.29 
3.45 

5.07 

3.40 
525 
6.75 
4.34 
3.45 

-0.16 
-0.71 
0.31 
0.47 
o.se 
-0.32 

0.89 

-0.93 
0.32 
0,71 

0.40 
-0.94 



(1) (2) (3) (4) (5) (6) (7) 

2841 .84 274.83 10.71 2.06 22 8 022 
21 84.63 389.62 21.71 2.95 3.59 0.64 

25940,95 26060.99 120.04 0.46 3.62 3.64 0.02 
1' ~•i•r 

511lff 

· endfture category : Industry And Minerals 

f,P dhr8 I An h 503.00 502.11 -0.99 -0.18 0.85 
pradsS 1106.00 566.47 -539.53 -48.78 140 

0.84 0.00 
0.72 -0.69 
6.12 2.57 
2.05 0.80 
3.80 -0.51 
1.69 ·2.93 

8ih8r • 
! ·aral 1354.98 2333.36 978.37 72.21 3.56 
! :rans 188.99 308.68 119.68 63.33 1 .26 
1 ~arnstaka 1800.00 1588.18 -21 1.82 -11 .77 4.31 

5 la 1299.99 475.57 -824.42 -63.42 4 62 ,~ • 

7 MadhYB 
pradeSh 

I µaharashUa 

9 
()issB 

w f'l.l\iab 
11 Rajaslhan 

1319.00 
593.00 
664.01 
390.00 

2079.99 
1721 .00 

814.68 -504.32 -38.24 
5702.82 5109.82 861.70 

162.48 -501.52 -75.53 
236.99 -153.01 -39.23 
91922 -1160.77 -55.81 

2543.95 822.95 47.82 

224 
0.84 
228 
2.09 
523 
324 

1.38 -0.86 
8.10 7 25 
0.56 ·1.72 
127 -0.82 
2.31 -2.92 
4.80 1.55 

~ rami Nadu 

13 unar Pradesh 3404.01 1345.31 -2058.69 -60.48 2.73 

11 
wes1 Bengal 2225.01 1149. 16 -1075.85 -48.35 3.65 

1.08 ·1.65 
1.89 ·1 .77 

14 Major 
Staltl 18648.98 18648.98 0.00 0.00 2.60 2.60 0.00 

Expenditure category : Economic Services 
1 Andhra 

Pradesh 20996.03 20164.17 -331 .86 -3.96 35.30 33.90 ·1.40 

I Bihar 18275.00 13360.74 -4914.26 -26.99 23.21 16.97 -624 

3 Gliaf81 26346.78 24010.55 -2336.24 .a.87 69.14 63.01 -6.13 

I Haryana 4738.84 471 1.08 -'ll.77 -0.59 31 .54 31.35 -0.18 

S Ka'nalaka 20026.03 20441.43 415.40 2.07 47.90 48.89 0.99 

6 Ke<ala 9993.90 8293.19 -1700.70 -17.02 35.53 29.49 -6.05 

7 Madhya 
Pradesh 16154.02 19257.12 3103.10 1921 'll.43 32.70 527 

12.35 
I Mahatashua 20702.86 29401.42 8698.53 42.02 29.39 41.74 

-1 551.75 -14.91 35.70 30.37 -5.32 
I Orissa 10409.13 8857.38 

ij PilljalJ 6202.00 6963.16 761.16 1227 33.17 37.25 4.07 

II Rajaslhan 9360.96 11121.64 1760.68 18.81 23.52 'll.94 4.42 

~ TamilNadu 21999.97 20425.17 -1574.79 -7.16 41.47 38.50 -2.97 

13 lJnar 
Pradesh 27724.06 28864.1 9 1140.13 4.1 1 22.26 23.18 0.92 

~ Wesl 
Bengal 24099.05 21 605.47 -2493.58 -10.35 39.56 35.47 -4.09 

11 Major 
Stal11 237028.66 237476.71 448.05 0.1~ 33.07 33.13 0.06 

'1ioa : lnciu,;ive d expendhure on -Other fc:D(>0(1)ic $8MOIIS- , - Wa/M and"" PCNHN 
~ Setviooo- and - CooJ)Bn6arJon to Local E!odies- reckoned al aciual&. 

Expenditure category : Expenditure On Selected Services 
I Andhra 

Pradesh 
2 Bihat 
l G14ira1 
I lia,yana 
s i<a-nalaka 
I Kera1a 

121442.12 121 827.67 
113015.00 120006.68 
116146.15 111236.33 
33876.34 34407.13 
97927.13 102427.74 
85768.41 77687 .64 

385.56 
6991.68 
-4909.82 

530.79 
4500,61 

-8080.77 

0.32 204, 16 204.81 0.65 
6.19 143.55 152.43 8.88 
-423 304.81 291.92 -12.89 
1.57 225.46 228,99 3.53 
4.60 23422 244.99 10.76 
-9.42 304.95 276.22 -28.73 

l Madhya 
Pradesh 10903

8
_
10 109478

_43 440.33 0.40 185.13 185.88 0.75 

I Mahara-
lhra 

I Or~sa 
~ Ptiijab 
11 c., 
11 l, "'IISihan 

Inti 

193989.24 
56072.43 
55029.00 
74695.79 

177694,07 -16295.17 .a.40 275.38 252.25 -23.13 
61117.99 5045.56 9.00 19229 209.5Q 17.30 
47875.38 -7153.62 -13.00 294.35 256,09 -3826 
81858.70 7162.91 9.59 187.68 205,68 18.00 

125927.86 134444,93 8517.07 6.76 237.36 253.42 16.05 
ij ~ 

~ Pradesh 184811 .26 201376.26 16565.01 8.96 148,
41 1

61.
71 13

•
30 

w .. , 
147358.24 137498.40 .9859.84 -6.69 241.92 225.73 -16.19 ~ 

11 i.,1o, 
811111 1515097.07 1518937.35 3840.21 0.26 211.38 211.

91 
0.54 
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TABLE 8.5.3 

Inter-State Variations In Per capita Normative 
Expenditure : 1986-87 

Mean Standard Devia- Coett. of Variation 

ExpendiMe 
(Rs.) lion (Rs) 

Actual Norma- Actual Norma- Actual Norma-

Category b'II! IM! !Ml 

1 Organs of 
State 0.8255 0.8331 0.37•0 0.0677 0d530 0.0813 

2 Administrative 
Seriices 82614 8.2768 4.3141 0.3071 0_5222 0.0371 

3 Administration 
of.Alstice 32295 3.2321 0.7323 0 8155 0.2267 02523 

4 Fiscal 
Seriices 10.3847 10.4169 2.9866 4.0899 0 2876 03926 

5 Police 24.3981 24.5918 62507 1.6000 0 2562 0.0651 

6 Jals 1.5684 1.5706 0.5085 0.3258 0.32•2 0.2074 

7 Other Adminis-
trative Services 4.6994 4.7355 1.3994 0.4253 0.2978 0.0898 

8 Fire Protection 0.5264 0.5329 0.5<126 0.1735 1.0308 03256 

G1n1r1l 
Admnlstr1Uv1 
Services 53.8934 54.1898 11.5740 4.7043 0.2148 0.0868 

9 Primary 
Education 44.8892 44.9079 11.7824 7.4120 0.2625 0.1650 

10 Secondary 
Education 30.9829 31.0319 11.9375 10.9411 0.3853 0.3526 

11 Higher 
Education 14.6422 14.6430 5.3634 4.3684 0.3663 0.2983 

12 Other 
Education 24.2867 24.3951 8.7713 9.2653 0.3612 0.3798 

13 "Art, Scientific 
Services, 
e.t.c." 2.5817 2.581 7 3.2430 3.2430 1.2561 1.2561 

14 "Medical, Family 
Welfare,e.t.c." 2.871 1 2.8711 2.3913 2.3913 0.8329 0.8329 

15 Urban 
Development 2.1692 2.1692 1.9742 0.6196 0.9101 0.2856 

16 Labour 
Employment 12747 1.2747 0.5381 0.5381 0.4221 0.4221 

17 Other Social 
Services 0.7188 0.7188 0.4601 0.2096 0.6401 0.2916 

Social 
Servlc• 124.41 64 124.5934 36.1698 29.8799 0.2907 0.2398 

18 "AgriculMe, 
Food,e.t.c." 18.3904 18.4362 5.221 6 3.5592 0.2839 0.1931 

19 Animal 
Husbandly 3.6'192 3.6359 0.9774 1.1034 0.2701 0.3035 

al industry and 
Minerals 2.6018 2.6018 1.2905 2.3534 0.4960 0.9045 

21 Other 
economic 
Service• 1.5831 1.5831 1.0033 1.0033 0.6338 0.6338 

22 "Water, Power 
Development 
SetVices" 1.6633 1.6633 4.9599 4.9599 2.9820 2.9820 

Z! c ompensation 
to Local 
Bodies 521 13 5.21 13 4.4095 4.4095 0.8461 0.8461 

Economic 
Servlc:a 33.0691 33.1316 11.4788 10.9830 0.3471 0.3315 

AIIS.rvlcH 2 11.3790 2 11.9148 53.4307 ,U.6125 0.2528 a.2011 
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TABLE B.5.4 
Projection Of Nonnative Expenditure On Selected categorlu 

1990-91 
1989-90 1990-91 1991-92 1992-93 199a-94 1994-96 "' 1994-95 

(1) (2) (3) (4) (5) (6) (7) 

Expenditure Cat•gory : °'11•11• Of St•t• 
1 Andhra Pradesh 595.43 651.19 712.17 778.87 851.81 931.58 3825.61 
2 Bihar • 1206.25 1244.23 1263.40 1323.81 1365.49 1408.48 8625.42 
3 Gujarat 352.11 391.87 436.12 485.37 540.18 601.17 2454.71 
4 Haryana 298.73 284.21 270.40 257.26 244.76 232.87 1289.50 
5 Kamataka 536.33 581.19 567.20 614.42 642.90 872.70 3078.41 
6 Kerala 406.30 424.58 443.68 463.63 484.49 506.28 2322.86 
7 Madhya Pradesh 696.42 741.32 789.12 839.99 89'1.15 951.79 4216.37 
8 Maharashtra 819.80 865.18 913.07 963.61 1016.95 1073.24 4832.04 
9 Orissa 363.67 395.13 429.31 468.44 506.79 1560.63 2348.30 
10 Punjab 402.20 375.24 350.09 326.63 304.74 284.31 1641.01 
11 Rajaslhan 500.58 549.10 602.33 660.72 724.77 795.03 3331.95 
12 TamilNadu 547.63 599.39 656.04 718.06 785.93 880.22 3619.63 
13 Uttar Pradesh 1310.01 1459.94 1627.02 1813.23 2020.76 2252.03 9172.98 
14 West Bengal 541.62 607.91 682.32 765.84 859.58 964.79 3880.44 

14 MaJor Stat•• 8577.07 9150.48 9782.28 10477.88 11243.27 12088,11 52739.03 

Expenditure Cat•gory: Admlnlstratlv• Services 
1 Andhra Pradesh 8772.85 8921.55 9072.78 9226.57 9382.96 9542.01 46145.87 
2 Bihar 7282.57 8115.03 9042.63 10076.27 11228.06 12511.51 50973.51 
3 Gujarat 4108.49 4509.12 4948.81 5431.39 5961.01 6542.29 27392.52 
4 Haryana 1702.27 1817.33 1940.16 2071.29 2211.28 2360.74 10400.79 
5 Karnataka 4609.50 504868 5529.71 6056.57 6633.63 7265.67 30534,28 
6 Kerala 3616.54 3847.03 4092.21 4353.01 4630.44 4925.55 21848.24 
7 Madhya Pradesh 6197.22 6747.30 7346.20 7998.26 8708.20 9481.16 40281.12 
8 Maharashtra 13252.55 12998.44 12749.21 12504.76 12264.99 12029.63 62547.23 
9 Orissa 3490.67 3737.55 4001.89 4284.93 4587.98 4912.47 21524.63 
10 Punjab 2370.84 2489.40 2613.89 2744.59 2881.84 3025.95 13755.67 
11 Rajasthan 4572.49 4958.08 5376.20 5829.57 6321.16 8854.25 29339.28 
12 Tami\Nadu 8755.07 8896.25 9039.69 9185.46 9333.57 9484.07 45939.03 
13 Uttar Pradesh 11420.68 12921.38 14619.28 16540.29 18713.73 21172.76 83967.45 
14 West Bengal 5369.18 6074.38 6872.19 7774.78 8795.92 9951.18 39468.44 

14 Malor State■ 85520.93 91081.52 97244.86 104077.75 111654.82 120059.43 524118.38 

Expenditure Category: Administration Of Justice 
1 Andhra Pradesh 2568.94 2683.14 2802.43 2927.02 3057.15 319,'l.06 14862.80 
2 Bihar 2680.96 2812.44 2950.37 3095.07 3246.86 3406.10 15510.84 
3 Gujarat 2173.77 2347.62 2535.36 2738.13 2957.10 3193.59 13771.81 
4 Haryana 695.23 742.29 792.53 846.18 903.46 964.62 4249.09 
5 Kamataka 2682.96 2859.07 3046.74 3246.73 3459.85 3686.95 16299.35 
6 Kerala 1673.26 1715.04 1757.85 1801.74 1846.72 1892.82 9014.16 
7 Madhya Pradesh 2151.62 2335.00 2534.01 2749.98 2984.36 3238.71 13842.07 
8 Maharashtra 4418.24 4777.42 5165.80 5585.75 6039.84 6530.85 28099.f.6 
9 Orissa 1052.44 1100.72 1151.21 1204.02 1259.25 1317.02 6032.22 
10 Punjab 1023.26 1082.30 1144.75 1210.81 1280.67 1354.57 6073.11 
11 Rajaslhan 1464.82 1505.98 1548.30 1591.81 1636.53 1682.52 7965.14 
12 TamilNadu 2920.83 3150.89 3399.08 3666.80 3955.62 4267.19 18439.58 
13 Uttar Pradesh 5119.70 5535.89 5985.91 6472.51 6998.67 7567.60 32560.57 
14 West Bengal 2787.77 3079.87 3402.57 3759.08 4152.94 4588.08 18982.53 

14 Major States 33413.80 35727.67 38216.92 40895.62 43779.04 46883.69 205502.94 

Expenditure Category: Fiscal Services 
1 Andhra Pradesh 10403.35 11002.66 11636.50 12306.85 13015.82 13765.64 61727.48 
2 Bihar 7052.13 7704.89 8418.06 9197.26 10048.57 10978.69 46347.47 
3 Gujarat 5487.82 6191.97 7012.04 7940.71 8992.38 10183.33 40320.44 
4 Haryana 2882.18 3267.72 3704.82 4200.40 4762.28 5399.31 21334.53 
5 Kamataka 7071.42 7500.38 7955.37 8437.96 8949.82 9492.74 42336.28 
6 Kerala 7071.26 7612.63 8195.88 8823.59 9499.37 10226.91 44358.58 
7 Madhya Pradesh 9634.41 10041.87 104f.6.58 10909.24 11370.62 11851.52 54639.84 
8 Maharashtra 12081.01 12520.88 12976.76 13449.24 13938.93 14446.44 67332.25 
9 Orissa 5222.80 5545.01 5887.10 6250.30 6635.90 7045.211 31363.61 
10 Punjab 3515.26 3958.54 4457.72 5019.84 5652.85 6365.68 25454.62 
11 Rajaslhan 9448.04 10468.88 11600.02 12853.37 14242.15 15780,97 64945.39 
12 TamilNadu 8335.31 9167.26 10082.24 11088.54 12195.28 13412.48 55945.79 
13 Uttar Pradesh 12799.49 13173.52 13558.47 13954.67 14352.45 14782.15 69831.26 
14 West Bengal 6582.67 6733.27 6887.31 7044.89 7206.06 7370.93 35242.46 

14 Major States 107567.14 114889.68 122838.88 131476.86 140872.48 151102.07 661178.98 
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Expwid/tur• Category : Po/Ice 
31118.68 129099.69 1 Andhra Pradesh 19051.17 21015.59 23182.56 25572.98 28209.88 

2 Bihar 22882.48 25074.99 274TT.58 30110.38 32995.44 36156.94 151815.34 
3 Gujarat 16750.30 17218.64 17700.09 18194.99 18703.73 19226.70 91044.16 
4 Haryana 6112.30 6393.25 6687.12 6994.50 7316.00 7652.28 35043.16 
5 Kamalaka 13878.78 15119.12 16470.30 17942.24 19545.72 21292.51 90369.811 
6 Kerala 9495.42 10164.98 10881.75 11649.06 12470.47 13349.81 58516.07 
7 Madlya Pradesh 19806.86 21076.68 22425.64 23860.94 25388.10 27013.00 119764.36 
8 Maharashtra 30045.27 31105.62 32203.39 33339.90 34516.52 35734.67 166900.09 
9 Orissa 9522.23 10185.51 10694.98 11653.88 12465.64 13333.94 58533.94 
10 Punjab 9799.41 9974.28 10152.27 10333.43 10517.83 10705.51 51683.32 
11 Rajaslhan 12262.22 13106.14 14008.13 1497221 16002.63 17103.97 75193.07 
12 TamilNadu 17848.08 19437.05 21167.47 23051.95 25104.20 27339.15 116099.81 
13 Uttar Pradesh 42644._62 46258.41 50178.45 54430.67 59043.24 64046.69 273957.46 
14 West Bengal 23231.03 24866.23 26616.54 28490.04 30495.42 32641.96 143110.19 

14 Major Statea 253332.19 270996.50 290048.27 310597.17 332774.83 356715.80 1561130.57 

Expwidltur• Category : Jal/a 
1 Andhra Pradesh 1197.96 1343.83 1507.47 1691.04 1896.95 2127.94 8567.24 
2 Bihar 2085.71 2193.86 2307.61 2427.27 2553.12 2685.51 12167.36 • 3 Gujarat 747.91 850.23 966.55 1098.78 1249.11 1420.00 5584.67 
4 Haryana 496.52 536,46 579.62 626.24 676.61 731.04 3149.98 
5 Kamataka 641.77 720.24 808.30 907.13 1018.04 1142.52 4596.23 
6 Kerala 539.47 589.05 643.19 702.31 766.86 837.34 3536.75 
7 Madlya Pradesh 1522.66 1670.70 1833.14 2011.37 2206.93 2421,51 10143.66 
8 Maharashtra 1301.37 1388.41 1481.26 1580.32 1686.01 1798'.76 7934.76 
9 Orissa 778.24 854.51 938.25 1030.20 1131.16 1242.01 5196.14 
10 Punjab 741.18 757,11 773.39 790.02 807.00 824.36 3951.88 
11 Rajaslhan 882.69 961.38 1047.09 1140.44 1242.11 1352.85 5743.88 
12 TamilNadu 1470.67 1488.75 1507.05 1525.58 1544.33 1563.32 7629.03 
13 Uttar Pradesh 2574.91 2692.31 2815.06 2943.40 30TT.60 3217.91 14746.28 
14 West Bengal 1251.16 1282.71 1315.06 1348.23 1382.23 1417.09 6745.32 

14 Major State• 16232,21 173211.55 18523.04 19822.32 21238.08 22782.17 99695.16 

Expwidlture Category : Fire Protection And Control 
1 Andhra Pradesh 600.20 582.31 564.96 548.12 531,79 515.94 2743.12 
2 Bihar 293.69 352.81 423.84 509.16 611.65 734.78 2632.24 
3 Gujarat 195.41 240.18 295.20 362.84 445.97 548.14 1892.33 
4 Haryana 45.15 54.39 65.51 78.92 95.06 114.51 408.39 
5 Karnalaka 390.04 416.82 445.44 476.03 508.72 543.65 2390.66 
6 Kerala 456.82 449.92 443.13 436.44 429.85 423.36 2182.71 
7 Madhya Pradesh 294.39 356.16 430.90 521.32 630.71 763.06 2702.15 
8 Maharashtra 213.08 259.73 316.60 385.92 470.42 573.42 2006.11 
9 Orissa 493.51 491.56 489.60 487.66 485.73 483.80 2438.34 
10 Punjab 60.22 74.02 90.98 111.83 137.45 168.94 583.21 
11 Rajaslhan 236.39 290.55 357.11 438.93 539.49 663.10 2289.19 
12 TamilNadu 829.75 823.21 816.73 810.30 803.91 797.58 4051.73 
13 Uttar Pradesh 797.07 856.06 919.41 987.44 1060.52 1139.00 4962.42 
14 West Bengal 572.18 489.15 418.17 357.49 305.62 261.27 1831.70 

14 MaJor Statao 5477.91 5736.88 8077.80 8512.40 7056.88 7730.54 33114.29 

Expenditure Category: Other Administrative Services 
1 Andhra Pradesh 3741.09 3964.81 4201.91 4453.19 4719.50 5001.73 22341.14 
2 Bihar 3948.17 4370.44 4837.88 5355.30 5928.07 6562.10 27053.79 
3 Gujarat 3304.92 3406.86 3511.94 3620.26 3731.93 3847.03 18118.02 
4 Haryana 1073.63 1134.89 1199.65 1268.10 1340.46 1416.94 6360.04 
5 Karnataka 3364.58 3534.73 3713.48 3901.26 4098.55 4305.81 19553.81 .. 6 Kerala 1803.64 1988.59 2192.51 2417.33 2665.22 2938.52 12202.16 
7 Madhya Pradesh 3227,92 3518.75 3835.77 4181.35 4558.07 4968.74 21062.68 
8 Maharashtra 5505.59 5798.14 6106.23 6430.69 6772.39 7132.25 32239.70 
9 Orissa 1929.53 2042.93 2162.98 2290.09 2424.68 2567.17 11487.84 
10 Punjab 1756.96 1721.20 1686.15 1651.83 1618.20 1585.25 8262.63 
11 Rajaslhan 2888.62 3097.88 3322.30 3562.98 3821.09 4097.90 17902.15 
12 TamilNadu 3812.83 4119.84 4451.58 4810.02 5197.32 5615.81 24194.57 
13 Uttar Pradesh 7681.78 8508.70 9424.65 10439.19 11562.94 12807,66 52743.14 
14 West Bengal 4750.00 4951.13 5160.77 5379.30 5607.07 5844.50 26942.77 

14 Major State• 48789.28 52158.88 55807.79 59780.90 64045.48 68691.40 300464.45 

Expenditure Category : General Administrative Services 
1 Andhra Pradesh 46930.99 50165.10 53680.79 57504.64 61665.86 66196.57 289212.96 
2 Bihar 47431.96 51868.69 56741.38 62094.52 67977.28 74444.12 313125.98 
3 Gujarat 33100.72 35156.49 37406.12 39872.47 42581.41 45562.26 200578.75 
4 Haryana 13306.02 14230.54 15239.82 16342.89 17549.92 18872.31 82235.48 
5 Karnalaka 33175.38 35760.23 38556.55 41b8235 44857.23 48402.55 209158.91 
6 Kerala 25062.71 26792.02 28650.20 30647.11 32793.42 35100.59 153983.33 
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7 Madhya Pradesh 43533.51 46487.79 49661.35 53072.46 56741.15 60689.49 266652.24 
8 Maharashtra 67636.91 69713.81 71912.31 74240.20 76706.06 79319.46 371891.84 
9 Orissa 22853.11 24352.91 25955.34 27667.53 29497.13 31452.33 138925.23 
10 Punjab 19669.34 20432.10 21269.24 22188.97 23200,57 24314,57 111405.45 
11 Rajasthan 32255.85 34938.00 37861.49 41050.03 44529.96 48330.58 206710.05 
12 TamilNadu 44520.18 47682.63 51119.87 54856.69 58920.16 63339.81 275919.17 
13 Uttar Pradesh 84348.26 91406.20 99128.24 107581.41 116839.90 126985.79 541941.55 
14 West Bengal 45085.61 48084.65 51354.93 54919.64 58804.85 63039.79 276203.86 

14 Major States 558910.53 597071.16 638537.63 683620.90 732664.89 786050.22 3437944.80 

Expenditure Category : Primary Education 
1 Andhra Pradesh 34135.19 36627.32 39301.40 42170.70 45249.48 48553.03 211901.93 
2 Bihar 44152.22 46260.36 48469.15 50763.42 53208.18 55748.71 254469.82 
3 Gujarat 31622.20 33385.49 35247.10 37212.51 39287.52 41478.23 186610.85 
4 Haryana 7897.48 8387.48 8907.88 9460.57 10047.56 10670.96 47474.45 
5 Kamataka 30903.00 32752.22 34712.11 36789.27 38990.73 41323.92 184568.24 
6 Kerala • 26565.79 26739.17 26913.69 27089.35 27266.15 27444.10 135452.46 
7 Madhya Pradesh 36241.08 38655.79 41231.39 43978.60 46908.85 50034.34 220808.97 
8 Maharashtra 56744.97 60223.57 63915.42 67833.59 71991.95 76405.23 340369.77 
9 Orissa 16322.66 17960.72 19763.17 21746.50 23928.88 26330.26 109729.54 
10 Punjab 10960.90 11540.85 12151.48 12794.43 13471.40 14184.18 64142.34 
11 Rajasthan 24669.53 26473.85 28410.13 30488.04 32717.92 35110.90 153200.84 
12 TamilNadu 42828.95 46637.86 50785.50 55302.01 60220.18 65575.73 278521.27 
13 Uttar Pradesh 85263.81 71011.45 77265.28 84069.87 91473.72 99529.61 423349.93 
14 West Bengal 36043.11 39779.73 43903.74 48455.29 53478.70 59022.90 244640.37 

14 Major States 464350.89 496435.87 5309TT.45 568174.14 608241.20 651412.11 2855240.77 

Expenditure Category: Sscondary Education 
1 Andhra Pradesh 22534.86 24234.49 26062.32 28028.00 30141.94 32415.32 140882.07 
2 Bihar 17087.18 18850.43 20795.64 22941.57 25308.94 27920.60 115817.17 
3 Gujarat 21070.71 22551.91 24137.23 25833.99 27650.04 29593.74 129766.91 
4 Haryana 10279.78 11237.57 12284.61 13429.20 14680.44 16048.26 67680.09 
5 Karnataka 16569.20 18242.84 20085.54 22114.38 24348.14 26807.53 111598.44 
6 Kerala 22546.86 24755.86 27181.28 29844.33 32768.29 35978.72 150528.49 
7 Madhya Pradesh 23565.24 25301.25 27165.14 29166.35 31314.98 33621.90 146569.62 
8 Maharashtra 45369.14 47481.11 49691.39 52004.57 54425.42 56958.97 260561.45 
9 Orissa 13467.62 14647.47 15930.69 17326.32 18844.23 20495.11 87243.82 
10 Punjab 14895.17 15530.00 16191.88 16881.98 17601.48 18351.65 84557.00 
11 Rajasthan 17020.08 18402.23 19896.62 21512.37 23259.33 25148.16 108218.71 
12 Tamil Nadu 26648.57 29345.54 32315.46 35585.96 39187.44 43153.41 179587.81 
13 Uttar Pradesh 39245.50 41433.63 43743.75 46182.68 48757.58 51476.05 231593.69 
14 West Bengal 30385.53 30733.16 31084.76 31440.39 31800.09 32163.90 157222.30 

14 Major Statea 320685.43 342747.50 366566.33 392292.09 420088.34 450133.32 1971827.57 

Expenditure Category : Higher Education 
1 Andhra Pradesh 17468.08 18540.61 19679.00 20887.29 22169.77 23530.98 104807.66 
2 Bihar 17710.25 19819.11 22179.09 24820.08 27775.56 31082.95 125676.79 
3 Gujarat 8281.04 8848.10 9453.98 10101.36 10793.06 11532.13 50728.63 
4 Haryana 3332.35 3488.74 3652.48 3823.90 4003.37 4191.26 19159.76 
5 Kamataka 11323.51 11935.71 12581.00 13261.17 13978.12 14733.83 66489.84 
6 Kerala 9622.39 10024.79 10444.02 10880.78 11335.81 11809.87 54495.27 
7 Madhya Pradesh 7919.26 8272.00 8640.46 9025.33 9427.34 9847.25 46212.38 
8 Maharashtra 17526.09 18693.10 19937.83 21265.44 22681.46 24191.76 106769.60 
9 Orissa 5912.25 6578.81 7320.53 8145.86 9064.24 10086.17 41195.62 
10 Punjab 5111.70 5330.02 5557.65 5795.01 6042.51 6300.57 29025.76 
11 Rajaslhan 6340.60 6827.24 7351.23 7915.44 8522.96 9177.10 39793.97 
12 TamilNadu 12760.74 12897.10 13034.91 13174.19 13314.96 13457.23 65878.38 
13 Unar Pradesh 14203.43 15377.30 16648.19 18024.12 19513.76 21126.52 90689.90 
14 West Bengal 13925.45 15166.01 16517.09 17988.53 19591.05 21336.34 90599.01 

14 Major State• 151437.13 161798.64 172997.46 185108.50 198213.96 212403.97 930522.53 

Expenditure Category : Other Expenditure On Education 
1 Andhra Pradesh 1478.15 1640.24 1820.10 2019.69 2241.16 2486.91 10208.10 
2 Bihar 1586.01 1746.60 1923.45 2118.21 2332.68 2568.87 10689.81 
3 Gujarat 1702.44 1796.17 1895.06 1999.39 2109.47 2225.61 10025.70 
4 Haryana 566.47 593.77 622.39 652.39 683.83 716.78 3269.16 
5 Karnataka 1215.81 1339.79 1476.40 1626.95 1792.84 1975.65 8211.63 
6 Kerala 1190.00 1338.96 1506.56 1695.15 1907.34 2146.09 8594.09 
7 Madhya Pradesh 1069.12 1187.18 1318.27 1463.84 1625.49 1804.98 7399.75 
8 Maharashtra 3226.67 3421.16 3627.39 3846.04 4077.87 4323.68 19296.14 
9 Orissa 881.62 914.09 947.76 982.68 1018.88 1056.41 4919.82 
10 Punjab 758.87 825.99 899.05 978.57 1065.13 1159.34 4928.08 
11 Rajaslhan 916.72 1020.57 1136.18 1264.89 1408.19 1567.71 6397.54 
12 TamilNadu 1244.78 1440.69 1667.43 1929.85 2233.58 2585.10 9856.64 
13 Uttar Pradesh 2028.80 2307.02 2623.40 298-1.16 3392.27 3857.47 15163.32 
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14 West Bengal 4568.71 4197.42 3856.30 3542.91 3254.99 2990.46 17842.08 

14 Major States 22434.16 23769.65 25319.75 27103.71 29143.69 31465.07 136801.87 

Expenditure Category: ''Medical, Family Welfare And 
Public Heanh (excluding Water Supply}" 
1 Andhra Pradesh 17755.64 18979.22 20287.11 21685.13 23179.49 24776.83 108907.78 
2 Bihar 12743.47 13561.17 14431.34 15357.35 16342.78 17391.44 77084.08 
3 Gujarat 22167.59 23921.87 25814.97 27857.89 30062.48 32441.54 140098.75 
4 Haryana 5279.39 5597.66 5935.11 6292.91 6672.28 7074.52 31572.48 
5 Kamataka 18316.94 19890.05 21598.26 23453.17 25467.40 27654.61 118063.48 
6 Kerala 15601.34 16718.53 17915.72 19198.63 20573.42 22046.65 96452.94 
7 Madhya Pradesh 15647.32 16532.83 17468.46 18457.03 19501.56 20f,()5.19 92565.07 
8 Maharashtra 29543.35 31675.67 33961.89 36413.12 39041.26 41859.10 182951.04 
9 Orissa 8778.01 9517.43 10319.14 11188.38 12130.84 13152.68 56308.47 
10 Punjab 10996.44 11722.98 12497.52 13323.24 14203.51 15141.94 66889.19 
11 Rajasthan 14348.73 15371.43 16467.03 17640.72 18898.06 20245.02 88622.28 
12 TamilNadu 24537.13 26547.18 28721.90 31074.76 33620.37 36374.51 156338.72 
13 Uttar Pradesh 27680.88 29621.40 31697.95 33920.07 36297.97 38842.57 170379.95 
14 West Bengal 26342.43 29773.23 31276.27 32855.19 34513.81 36256.17 164674.67 - 14 Major States 251738.66 269430.65 288392.67 308717.60 330505.22 353862.76 1550908.89 

Expenditure Category: Other Socia/ Services 
1 Andhra Pradesh 763.06 824.60 891.10 962.96 1040.62 1124.54 4843.81 
2 Bihar 411.41 472.51 542.68 623.28 715.84 822.16 3176.47 
3 Gujarat 564.22 601.55 641.35 683.79 729.03 777.26 3432.99 
4 Haryana 137.57 150.27 164.13 179.28 195.82 213.89 903.39 
5 Kamataka 737.25 721.01 705.12 689.59 674.40 659.54 3449.66 
6 Kerala 394.22 436.02 482.25 533.39 589.95 652.50 2694.10 
7 Madhya Pradesh 342.31 392.09 449.10 514.40 589.20 674.88 2619.67 
8 t.Aaharashtra 751.50 842.76 945.11 1059.88 1188.60 1332.94 5369.29 
9 Orissa 404.51 391.94 379.76 367.96 356.52 345.44 1841.62 
10 Punjab 233.07 256.27 281.77 309.80 340.63 374.52 1562.98 
11 Rajasthan 453.03 468.91 485.34 502.35 519.96 538.19 2514.76 
12 TamilNadu 811.94 811.62 811.30 810.99 810.67 810.36 4054.94 
13 UttarPradesh 600.07 67794 765.92 865.31 977.60 1104.46 4391.23 
14 West Bengal 829.64 860.46 892.42 92557 959.96 995.61 4634.03 

14 Major States 7433.81 7907.94 8437.36 9028.55 9688.80 10426.30 45488.95 

Expenditure Category : Social Services 
1 Andhra Pradesh 98880.68 105924.37 113474.37 121567.44 130243.08 139543.70 610752.95 
2 Bihar 97857.62 105168.96 113112.25 121748.76 131146.17 141379.29 612555.44 
3 Gujarat 94613.81 100955.08 107729.19 114966.19 122698.26 130959.84 577308.55 
4 Haryana 29139.36 31217.06 33451.48 35855.06 38441.28 41224.71 180189.59 
5 Kamataka 82175.16 88208.72 94718.44 101743.73 109327.47 117516.25 511514.61 
6 Kerala 79669.21 84024.35 88735.31 93833.84 99354.62 105335.56 471283.68 
7 Madhya Pradesh 88567.60 94389.24 100604.29 107240.23 114326.52 121894.78 538455.06 
8 Maharashtra 164365.78 174325.74 184906.57 196148.10 208092.81 220785.96 984259.18 
9 Orissa 47793.95 52179.66 56982.08 62241.20 68000.93 74309.44 313713.31 
10 Punjab 45072.88 47471.00 50002.80 52676.12 55499.25 58481.03 264130.21 
11 Rajasthan 65913.02 70880.07 76224.50 81975.23 88163.43 94822.67 412065.91 
12 TamilNadu 112717.83 121837.71 131785.26 142637.92 154480.57 167406.26 718147.72 
13 Uttar Pradesh 153440.64 165156.16 177802.83 191457.64 206204.21 222133.39 962754.23 
14 West Bengal 127450.33 134800.36 142821.26 151568.89 161104.88 171497.10 761792.48 

14 Major States 1287657.86 1376538.48 1472350.62 1575660.37 1687083.49 1807289.98 7918922.93 

"Note : Inclusive of expenditure on -Art, Scientific Services, e.t.c. -, ""Urban"" Development- and -Labour And Employment"" reci<.oned at actuals." .. 
Expenditure Category: "Agriculture, Food, Cooperation, Community Development, e.t.c." 
1 AndhraPradesh 18590.10 19776.41 21038.43 22380.98 23809.20 25328.57 112333.59 
2 Bihar 15988.70 16473.04 16972.05 17486.17 18015.87 18561.62 87508.76 
3 Gujarat 15289.80 15792.01 16310.72 16846.46 17399.80 17971.32 84320.30 
4 Haryana 4632.09 4922.32 5230.73 5558.46 5906.73 6276.82 27895.06 
5 Kamataka 13353.55 14346.70 15413.71 16560.07 17791.70 19114.92 83227.10 
6 Kerala 8207.38 8657.10 9131.46 9631.82 10159.58 10716 27 48296.24 
7 Madhya Pradesh 11889.21 13165.71 14579.27 16144.59 17877.98 19797.48 81565 02 
8 Maharashtra 19731.68 21730.63 23932.09 26356.57 29026.67 31967.26 133013.21 
9 Orissa 9237.14 9700.70 10187.51 10698.76 11235.67 11799.51 53622.15 
10 Punjab 5226.18 5706.14 6230.18 6802.34 7427.05 8109.13 34274.84 
11 Rajasthan 8697.12 9698.04 10814.16 12058.73 13446.53 14994.05 61011.52 
12 TamilNadu 17603.04 18532.59 19511.22 20541.53 21626.25 22768.25 102979.83 
13 Uttar Pradesh 28166.81 30576.98 33193.37 36033.65 39116.96 42464.10 18138507 
14 West Bengal 13822.00 14499.33 15209.86 15955.21 16737.08 17557.27 79958.75 

14 Major States 190434.81 203577.70 217754.75 233055.34 249577.07 267426.57 1171391.44 
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Exp«ldlture Category : Anlml,/ Husbandry 
1 Andhra Pradesh 3336.92 3555.76 3788.95 4037.44 4302.22 4584.37 20268.75 
2 Bihar 3228.72 3364.16 3505.28 3652.32 3805.53 3965.16 18292.45 
3 Gujarat 1857.03 2004.93 2164.60 2336.99 2523.11 2724.05 11753.68 
4 Haryana 1338.89 1443.24 1555.73 1676.99 1807.69 1948.59 8432.25 
5 Kamataka 2411.00 2616.66 2839.86 3082.10 3345.01 3630.34 15513.98 
6 K8fala 1464.09 1552.33 1645.89 1745.08 1850.26 1961.78 8755.33 
7 Madhya Pradesh 3931.76 4284.62 4669.16 5088.20 5544.85 6042.49 25629.32 
8 Maharashtra 3932.22 4101.37 42TT.78 4461.79 4653.71 4853.89 22348.54 
9 Oissa 2144.37 2308.54 2485.29 2675.57 2880.42 3100.95 13450.n 
10 Punjab 1717.16 1859.10 2012.n 2179.15 2359.27 2554.29 10964.58 
11 Rajaslhan 2376.69 2567.05 2TT2.66 2994.73 3234.59 3493.66 15062.69 
12 TamilNadu 3004.57 3133.81 3268.61 3409.20 3555.84 3708.79 17076.26 
13 Uttar Pradesh 3902.20 4216.95 4557.09 4924.66 5321.88 5751.14 24TT1.73 
14 West Bengal 2871.10 3130.01 3412.26 3719.96 4055.41 4421.12 18738.76 

14 Major States 37516.73 40138.53 42955.93 45984.19 49239.81 52740.61 231059.06 

Expand I tu re Category: Industry And Minerals 
1 Andhra Pradesh 725.14 TTS.76 829.92 887.86 949.84 1016.15 4459.53 
2 Bihar 1206.60 1194.31 1182.14 1170.10 1156.18 1146.38 5851.10 
3 Gujarat 2660.95 2984.39 3347.16 3754.01 4210.32 4722.10 19017.99 
4 Haryana 359.04 401.10 448.07 500.56 559.18 624.68 2533.59 
5 Karnataka 2444.40 2581.95 2727.25 2880.72 3042.83 3214.06 14446.81 
6 Kerala 1280.97 1209.78 1142.54 1079.04 1019.07 962.43 5412.85 
7 Madhya Pradesh 1539.34 1560.62 1582.19 1604.05 1626.22 1648.70 8021.78 
8 Maharashtra 4542.11 5473.37 6595.56 7947.84 95TT.38 11541.01 41135.16 
9 Orissa 596.27 529.36 469.95 417.21 370.39 328.83 2115.74 
10 Punjab 452.34 457.67 463.06 468.51 474.02 479.61 2342.86 
11 Rajaslhan 2163.TT 2099.35 2036.84 1976.19 1917.34 1860.25 9889.97 
12 TamilNadu 3076.94 3410.58 3780.39 4190.30 4644.66 5148.29 21174.22 
13 Uttar Pradesh 3426.39 3272.39 3125.31 2984.84 2850.69 2722.56 14955.80 
14 West Bengal 2434.29 2412.15 2390.21 2368.48 2346.94 2325.59 11843.37 

14 Major State■ 26908.55 28382.76 30120.58 32229.71 34747.07 3TT40.64 163200.75 

Expenditure Category : Economic Services 
1 Andhra Pradesh 33297.96 35498.95 37845.68 40347.84 43015.74 45860.38 202568.60 
2 Bihar 22823.56 23599.01 24406.70 25248.13 26124.88 27038.64 126417.36 
3 Gujarat 36330.22 38460.35 40739.02 43178.17 45790.79 48591.05 216759.38 
4 Haryana 6817.63 7288.40 7792.80 8333.34 8912.76 9533.98 41861.28 
5 Kamataka 30038.19 32202.60 34524.11 37014.22 39685.25 42550.44 185976.63 
6 Kerala 13193.19 13816.81 14485.33 15200.96 15966.08 16783.25 76252.42 
7 Madhya Pradesh 25547.31 2m1.05 30203.91 32866.28 35780.55 38971.36 165593.14 
8 Maharashtra 36278.67 39943.12 44047.83 48655.56 53839.37 59684.49 246170.38 
9 Orissa 13899.80 14595.16 15343.27 16146.10 17005.85 17925.01 81015.39 
10 Punjab 9497.99 10272.37 11112.!l:l 12025.40 13016.03 14091.61 60518.35 
11 Rajaslhan 14m.14 16011.76 17386_.29 18915.67 20616.51 22507.28 95437.51 
12 TamilNadu 36207.55 38476.58 40897.80 43482.25 46241.65 49189.48 218287.96 
13 Uttar Pradesh 41130.51 44095.88 47327.40 50846.39 54676.00 58841.33 255787.00 
14 West Bengal 33073.46 34963.79 36979.19 39128.19 41419.89 43864.06 196355.12 

14 Mafor State• 352913.18 376995.80 403092.26 431388.50 462091.56 495432.36 2169000.49 

"NOie : Inclusive of expenditure on ""Other Economic Services-, "Water and" M Power Dewlopment Services- and -Compensation to Local 
Bodies- reckoned at actuals. 

Expenditure Category : Expenditure On Selected Services 
1 Andhra Pradesh 180193.n 192748.45 206242.07 220748.04 236345.n 253121.21 1109205.54 
2 Bihar 178876.20 192153.13 206582.96 222276.62 239356.51 257957.79 1118327.01 
3 Gujarat 164044.75 174571.91 185874.32 198016.83 211070.46 225113.15 994646.68 
4 Haryana 49283.00 52736.00 56484.09 60531.30 64903.96 69631.00 304286.35 
5 Kamataka 145514.85 156306.51 167943.50 180494.82 194035.29 208646.14 907426.26 
6 Kerala 126266.57 133558.53 141420.96 149900.55 159046.06 168918.71 752846.80 
7 Madhya Pradesh 158888.20 169974.63 181888.97 194697.74 208473.30 223294.47 978329.11 
8 Maharashtra 268281.37 283982.66 300866.71 319043.86 338638.24 359789.92 1602321.39 
9 Orissa 91082.87 98121.27 105763.78 114061.74 123071.29 132853.88 573871.96 
10 Punjab 74240.21 78175.47 82384.97 86890.49 91715.86 96887.21 436054.00 
11 Rajaslhan 116944.30 126108.01 136049.93 146839.02 158550.86 171268.36 738816.17 
12 TamilNadu 219825.92 236223.91 254005.80 273293.93 294221.85 316935.38 1374680.87 
13 unar Pradesh 335626.70 361335.05 389182.65 419354.31 452051.79 467495.42 2109419.22 
14 West Bengal 212484.36 225205.01 239028.54 254038.85 270341.29 288043.45 1276655.15 

14 Major Stale• 2321533.07 2481200.53 2653717.27 2840188.10 3041824.54 3259956.09 14276886.52 

Note : MPro'tefsion tor Salary Re~sioo made in -Expenditure on Selected Services- only. M 



131 

APPENDIX 6 

A NOTE ON SOURCES OF AND METHOD OF ADJUSTMENT IN THE DATA 

B6.1 An important pre-requisite for making normative 
assessment of expenditure and tax revenues of the State 
Governments is the availability of detailed data on various 
determinants. In the case of tax revenues, disaggregated data are 
required on the various tax base proxies in different States. 
Similarly, in the case of expenditures, information on various 
quanttty and cost factors affecting the States' expenditures are 
needed. 

B6.2 Unfortunately, for many of the determinants, detailed 
data are not available on a comparable basis for all the State 
Governments. In such cases, we had to be satisfied with proxies. 
Within the time available to us, we assembled considerable 
information on various factors affecting the tax revenues and 
expenditures of the States. In this note, we broadly indicate the 
adjustments that have been made in the data in respect of some 
important variables used in our analysis. 

Adjustment In The Data On Tax Revenues And Non­
Plan Revenue Expenditures : 

B6.3 The first step in the tax and expenditure analysis is to 
put the data on a comparable basis both overtime and across the 
States. The non-unttormlty in the presentation of the budgets 
among the States necessitates a proper reclassffication to render 
them comparable. While reclassffying, we have taken care to 
exclude expenditures on account of contributions to various 
funds, but included the expenditures met out of such funds. 
Further, "Appropriation for Reduction or Advoidance of Debt" 
which is essentially a contribution to the Sinking Fund has been 
excluded as this contribution is not made out of the surplus in the 
revenue account nor is it systematic and uniform across the 
States. On the side of tax revenues, Electricity Duty has been 
excluded as it is taken into account while estimating the normative 
returnsfrom Electricity Boards. Thecesson Mines included under 
Land Revenue in some States has been transferred to non-tax 
revenues for the sake of uniformity in presentation. 

Adjustment In The Data On Explanatory Variables: 
1. Population And Its Various Components. 
B6.4 The latest detailed population data from the Census are 

available for 1981. For the subsequent years, we have taken the 
projections made in the "Roport of the Expert Committee on 
Population Projections" published by the Office of the Registrar 
General, Ministry of Home Affairs, Government of India. These 
data pertain to 1st October of each year. The estimates of 
urban/rural population also are available in this source from 1981, 
but only quinquennially. For the intervening years, we have 
worked out the estimates on the basis of the compound growth 
rates and adjusted them appropriately to get the mid-year 
estimates. Age-wise distribution of population among the States, 
however, is not available in the above publication. We have, 
therefore, worked out the estimates for the relevant years on the 
basis of the data available from the Censuses of 1971 and 1981, 
using State-specffic compound rates of growth. 

B6.5 Another important variable used in the analysis is the 
proportion of population in hill/desert areas in different States. Hill 
area population figures are available both in the Sixth Five Year 
Plan document (page 414) and the Seventh Five Year Plan 
document (Volume II, page 339). The list of hill areas identffied by 
the Planning Commission as per 1981 Census is also given in the 
latter publication. Our analysis showed that the hill areas so 

identttied are slightly larger than the areas iden@ed according to 
the 1971 Census, particularly in the Western Ghats region. We 
have computed the compound rate of growth of population in hill 
areas commonly identffied according to 1971 and 1981 Censuses 
and applied them to the hill area population figures in 1981 to 
arrive atthe estimates of the variable forthe period 1981 to 1987. 
Similarly, population in desert areas has been identffied on the 
basis of the list of districts under the Desert Development 
Programme given in the Seventh Five Year Plan document (page 
350). By applying the rate of growth of population in the State, 
estimate of desert population has been made for the years 1981 to 
1987. 

2. Computation of Inter-State Price Index: 
B6.6 Conceptually, to estimate the dttferences in the cost of 

providing public services on account of price differences, it is 
necessary to construct a suitable index of price differences across 
the States. This would, however, require detailed information on 
the commodity composition of government purchases and the 
prices of the commodities in different States. Unfortunately, such 
data are not available and the index of price differences across the 
States relevant to deflate government spending cannot be 
estimated with the existing data base. 

B6.7 However, one can take a broad view that, although the 
weighting pattern is different. differences in the general price level 
relevant for the urban areas can be taken as a proxy for the 
differences in the government expenditure deflater. However, in 
respect of neither the wholesale prices nor the consumer prices, 
do we have an index showing the differences in the price levels 
across the States. The consumer price index for industrial 
workers computed for 70 centres only gives us the information on 
the differential growth of prices taking 1982 as the base year. But it 
does not indicate the differences in the price levels prevailing in 
these regions at any given time. In o_ther words, the price indices 
that are available for dffferent centres or those aggregated for the 
States only show the relative change in prices overtime, but do not 
indicate the absolute difference in prices across these regions. 

B6.8 In order to take account of the cost disabilities of 
providing public services arising from price differences, we have 
made an attempt at constructing an inter-State price index for a 
fixed consumption basket for a point in time. The inter-State price 
index computed by us is based on the data collected by the Labour 
Bureau for constructing the Consumer Price Index (CPI) for 
industrial workers (new series). The basic data drawn from a 
survey conducted by the Labour Bureau gives average annual 
prices for about 300 commodities in 70 centres for the year 1982. 
The Items cover the following groups : (i) food, (ii) pan, supari, 
tobacco·and intoxicants, (iii) fuel and light, (iv) clothing, bedding 
and footwear, and (v) miscellaneous, which covers medical care, 
education, recreation and amusement, transport and 
communication, personal care and effects and other items. The 
Labour Bureau also has all-India item-wise weights (provisional) 
which we have used to represent a fixed consumption basket for 
all the regions. 

B6.9 The index number of consumer prices in various 
centres according to the new time series, however, are available 
to us only for 1983 and 1985. For 1984, the indices have not been 
compiled for the new series and the 1986 and 1987 indices were 
not provided to us as they were being used to derive the link 
factors with the old (1960) series and might undergo some 



revIsIons. The percentage changes in the old series are, 
therefore, used for those years for which the new series are not 
available. 

B6.10 In attempting to compare prices across regions, some 
important qualifications should be borne in mind. First, there are 
differences in the variety and quality of commodities across 
different centres/States. In respect of some goods, this problem 
prevails even across different markets in the same centre. In such 
cases, the Labour Bureau does not work out a base year average 
price, but rather constructs price relatives for each market and 
then averages them. We cannot, however, overcome this 
problem and should be aware that the index we have constructed 
may also reflect price differences due to quality differences. 
Second, the price indices may be affected by the extent of public 
distribution system prevalent in different centres. 

B6.11 The following further adjustments in the data had to be 
resorted to before computing the index of price differences : 

(a) In respect of commodrties for which prices were not 
available in some States, substitute prices were used by 
taking the prices prevailing in States similar in terms of 
climate, terrain, socio-economic characteristics and 
preferences. 

(b) The prices were standardised for fixed unrts and 
quantities for each of the centres. State-wise averages 
and all-India prices were then calculated by assuming 
equal weight for each centre. 

(c) Some of the commodities or services appearing in the 
Labour Bureau's CPI were deleted from, or are not 
covered by, our inter-State price index. These include: 
(i) Commodities for which very few centres reported 
prices; (ii) commodities which had large variations ·in 
quality or could not be standardised for unit prices; and 
(iii) commodities which had negligible weights. 
However, care was taken to ensure that the total (all­
India) weight of the remaining commodities which were 
used in our inter-State price index added uptoat least 75 
per cent of the Labour Bureau's price index. 

3. Computation of Standard Empioyees: 
B6.12 One of the important components of government 

spending at the State level is the expenditure on wages and 
salaries. The expenditure on wages and salaries can differ across 
the States due to differences in either the number of employees or 
their salary levels. Generally, public services are quantified on the 
basis of the inputs that have gone into their provision, and given 
the employment intensive nature of government activity, 
information on the number of employees becomes essential to 
determine the normative levels of spending. Similarly, differences 
in the salary levels can be an importantfactorcausing variations in 
the cost of providing public services across the States 

B6.13 However, employees belong to different classes or 
categories and a head count measure might lead to erroneous 
conclusions since the proportions of different categories of 
employees might differ significantly across the States. Further, 
our attempt to obtain data on the number of employees under 
various major heads of expenditures in different States too did not 
meet with success, as a number of States could not supply these 
figures. 
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B6.14 In the case of some items of expendrtures, a 
representative category of employees can be taken to quantify the 
levels of services. The number of judges in subordinate courts 
and high courts, the number of police constables, and the number 
of teachers in primary schools and secondary schools are some 
examples of taking the representative categories of employees in 
the cost functions. In such cases, we had to take their salaries as 
an addttional explanatory variable. However, in the case of many 
expenditure functions, we could not find a representative category 
and at the same time, could not take the head count measure of 
total number of employees for the reasons mentioned earlier. In 
such cases, therefore, we have standardised the number of 
employees. For the purpose, we have obtained information on 
total salary expendrtures under various major heads. Dividing this 
figure for a State by the average salary per employee in the 14 
major States, we have obtained the number of standard 
employees under each major head in different States for the 
period, 1980-81 to 1986-87. The information on salary 
expenditures under different major heads has been taken from 
the Subsidiary Points submrtted by the States to the present 
Commission for the period 1984-85 to 1986-87. For the earlier 
period, i.e., 1980-81 to 1983-84, the details submitted to the 
Eighth Finance Commission have been used. In some cases, 
where we could not obtain the data for some year, the information 
available in the subsequent year or the preceding year was used 
to generate the proportion of salary expenditures under different 
major heads and the total expenditure on salaries was di~tributed 
accordingly. 

4. Computation of salary levels of employees in the States 
over the period, 1981 to 1987: 

B6.15 Wherever we have used the number of standard 
employees, the salary differences across the States are 
automatically taken account of. However, wherever a 
representative category of employees is taken as. an explanatory 
variable, we have had to use an additional variable indicating the 
salary levels of the representative category in the States. For the 
purpose, we have computed the salary levels on the minimum 
basic pay in the scale of the representative category in different 
States. Salary was taken to include basic pay and dearness 
allowances. The report of the Eighth Finance Commission gives 
the salary levels for the representative categories of employees 
as on 1.4.1982, corresponding to the Consumer Price Index, 408. 
We have worked out the time series of salary levels in the States 
from 1.1.1981 to 1.1.1987 for each of the representative 
categories taking into account the changes in the pay scales and 
dearness allowances subsequent to 1.4.1982. Information from 
different States on the changes in their pay scales was obtained 
and wherever such changes had taken place subsequent to 1982, 
we have incorporated them while computing the salary 
differences. The number of instalments of Dearness Allowance 
(DA) paid subsequent to 1.4.1982 were computed on the basis of 
the increase in the Consumer Price Index over 408, with one 
instalment accruing for every 8-point increase in the Index. To 
obtain the value of each instalment of DA, we first estimated the 
difference between the actual DA paid and the DA payable on the 
salary scale in the base year (1982). By dividing the above for 
every 8 points in the price index corresponding to the OA 
payments subsequent to the base year CPI, 408, the value of each 
DA instalment has been obtained for the representative 
category. 
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APPENDIX 7 
DETERMINATION OF MINIMUM LEVELS OF PLAN REVENUE EXPENDITURE OF THE 

STATES 
B7.1 The terms of reference require the Commission to 

make a normative assessment of revenue receipts and revenue 
expenditure of the Centre and the States without distinguishing 
between the Plan and non-Plan components of expenditure. 
However, the assessment of the States' revenue component of 
Plan expenditures necessitates the determination of their Plan 
size. Plan size and its composition would have to be determined in 
an inter-sectoral consistency framework taking into account the 
targetted rates of growth, which can only be done by the Planning 
Commission. At the same time, given that the standards of social 
and economic services in the States are generally low and vary 
rather widely, it is essential that we should determine certain 
minimum levels of Plan revenue expenditure in the States to 
enable them to augment the standards of these services and 
reduce inter-State disparities. 

87.2 It may be noted that the normative projection has been 
made only in respect of the 14 major States while in respect of the 
Special Category States, we have largely gone by their actuals 
and have made projections on that basis. The Plan size and Plan 
assistance for the latter category are determined more liberally. 
Therefore, our exercise of determining the minimum levels of Plan 
revenue expenditure is confined to the 14 major States. 

87.3 As stated in Appendix 5, for determining the normative 
expenditure on administrative services we have taken the cost of 
providing an average standard of services and, therefore, the 
provision for improvement in the standards of these services in 
the below-average States is implicit in the projection. However, in 
the case of social and economic services, the justifiable cost of 
providing only the existing standards of services is taken account 
of and no provision is made for improVing the standards in the 
below-average States. 

87.4 An analysis of the normative non-Plan expenditures on 
social and eco'nomic services brings out the existence of 
significant inter-State differences. The four poorest States of 
Bihar, Uttar Pradesh, Madhya Pradesh and Rajasthan have per 
capita normative expenditures much below the average for the 
major States. At the same time, even the per capita normative 
expenditures in the more developed States, although higher than 
the average, are inadequate to satisfactorily fulfil the 
Consti\utional obligations and require to be augmented further, In 
fact, many States have not been able to achieve the levels as 
stated in the national policy pronouncements. Therefore, we have 
to bear two important issues in mind while determining the 
minimum levels of Plan revenue expenditure of the States, 
namely, (i) improvements in the standards of services should be 
attempted in all the States so as to enable them to achieve the 
stated national objectives, and (ii) inter-State differences in the 
standards of these services should be reduced to the extent 
possible during the five-year report period. 

B7.5 The starting point for determining the minimum levels 
of revenue Plan expenditure, therefore, is the standard of social 
and economic services already achieved in the different States. 
The standards of the services can be broadly represented by per 
capita revenue expenditures on the existing services estimated at 
justifiable costs. As our normative analysis is done for 1986-87, 
standards of services attained upto the end of the Sixth Plan 
period are taken account of. The projected expenditures in 1994-
95on these services, therefore, can betaken to represent the cost 
of maintaining the services achieved upto the end of the Sixth Plan 

period, but not those generated during the Seventh Plan. 
Although, it would have been preferable to take into account the 
normative expenditure required to maintain the standards of 
services provided upto the Seventh Plan period, there is no 
objective or scientific method of normatively determining the 
committed expenditures on the Seventh Plan schemes. 
Improvement in the standards of services and the reduction in 
inter~State disparities in them envisaged by us are, therefore, 
attempted on the basis of the standards achieved upto the end of 
the Sixth Plan period as the starting point. The additional 
expenditure incurred to enhance these service levels and reduce 
disparities in them during the Seventh Plan is lumped together 
with the minimum Plan revenue expenditure determined by us 
during the Eighth Plan. 

B7.6 We have, therefore, taken per capita normative non­
Plan expenditures on social and economic services in 1994-95, 
projected on the basis of the cost functions, to represent the 
standards of services achieved in the States. Minimum per capita 
Plan expenditures are then determined so that all the States are 
enabled to improve the standards of these services at rates 
inversely related to their existing levels. Thus, the State with the 
lowest per capita normative expenditure on social and economic 
services in 1994-95 would have the highest per capita Plan 
revenue expenditure and vice versa. 

B7.7 In order to determine the shares of the different States, 
their per capita Plan revenue expenditures are estimated to range 
from a minimum of Rs. 325, for the State with the highest per 
capita expenditure (Gujarat). to a maximum of Rs. 425, for the 
State with the lowest per capita expenditure (Bihar). The 
difference in per capita non-Plan expenditures on social and 
economic services in 1994-95 between each State and the State 
wnh the highest per capita expenditures was first worked out. 
These differences were expressed as a ratio of the maximum 
difference obtained and then multiplied by hundred. The values 
obtained represent the additional amount of per capita 
expenditure required to supplement the minimum amount 
specified, i.e., Rs. 325. Thus, in the case of Gujarat, given that the 
difference is zero, the Plan revenue expenditure is taken at Rs. 
325, whereas in the case of Bihar as the difference is the 
maximum, we have taken the maximum (Rs. 425} Plan revenue 
expendfture1. 

87 .8 Per capita Plan revenue expenditure thus determined 
is multiplied by the population of the concerned State to get total 
Plan revenue expenditure. The relative share of individual States 
is computed on the basis of their shares in total Plan revenue 
expenditure. These are presented in Table 8.7.1. 

Notes 
1. This can be explained by the formula : 

Scale= 325 + x 100, where 

Xi is the per capita normative non-Plan revenue expendnure 
on social and economic services in the nh State, Xh is the highest 
per capita normative non-Plan expendnure on social and 
economic services in a State (Gujarat) and XI is the lowest per 
capita normative non-Plan revenue expenditure in a State 
(Bihar). 
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Determination Of Development Expenditure For 1994-95 

State 

1 Andhra Pradesh 

2 Bihar 

3 Gujarat 

4 Haryana 

5 Karnataka 

6 Kerala 

7 Madhya Pradesh 

8 Maharashtra 

9 Orissa 

10Punjab 

11 Rajasthan 

12Tamil Nadu 

13 Uttar Pradesh 

14 West Bengal 

Major States 

Note : -
Computed on the basis of the formula: 

Scale. 325 + 

Per Capita Graduation 
Normative Scale For 
Expenditure The Range 
For Social Rs. 325 
And Economic ID 
Services In Rs. 425 • 
1994-95 
(Rupees) (Rupees) 

274.88 387.84 

190.89 425.00 

416.93 325.00 

290.97 380.72 

333.89 361.73 

413.21 326.65 

236.44 404.85 

353.86 352.90 

296.09 378.46 

352.32 353.58 

248.78 399.39 

410.67 327.77 

222.74 410.91 

319.20 368.23 

291.62 380.43 

x 100 where 

TABLE B.7.1 

Per Cent 
Distribution .. 

('¼) 

8.363 

12.614 

4.448 

2.111 

5.516 

3.280 

8.822 

8.889 

4.005 

2.315 

6.182 

6.135 

19.160 

8.160 

100.000 

Xh represents the highest per capita normative expenditure for social and economic services in a State (Gujarat: Rs. 416. 93); 
XI represents the lowest per capita normative expenditure for social and economic seMces in a State (Bihar: Rs. 190.89); and 
Xi represents the per 'capita normative expenditure for social and economic sefWCes in ith Sta.ts. 

Computed on the basis of the formula : 

Share • 
(Ei • Pi} 

Sum (Ei"Pi} 
x 100, where 

Ei represents the per capita del/Blopmental expenditure in the ith State, and 
Pi represents the population in the ith State· in 1994-95. 
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