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CHAPTERI

INTRODUCTION
1.1 This Finance Commission, the ninth since the 5. The Commission may suggest changes, if any, to be
commencement of the Constitution, was constituted by the made in the principles governing the distribution among the
Presidentby his Order (SONo.581(E) dated the 17th June, 1987}, States of -

which is reproduced below:-

*In pursuance of the provisions of article 280 of the
Constitution of India, and of the Finance Commission
{Miscellaneous Provisions) Act, 1951 (33 of 1951), the
President is pleased to constitute a Finance Commission
consistingof ShriN.K_P. Salve, Member of Parliament, asthe
Chairman and the following four other Members, namaly:-

1. Shri Justice Abdus Sattar Qurashi,

Judge, Gujarat High Court - Mamber
2. Dr.Raja J. Chelliah,

Meamber, Planning Gommission - Member
3. Shri Lal Thanhawla

Former Chief Minister of Mizoram. - Member
4. Shr MaheshPrasad - Member Secretary

2 The Chairman and the other Members of the
Commission shall hold office from the date on which they
respeciively assume office upto the 3Cth day of June,
1989,

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

{a) the distribution between the Union andthe States of the
net proceeds of taxes which are to be, or may be, divided
between them under Chapter | of Part Xl of the
Constitution and the allocation betweanthe States of the
respective shares of such proceeds;

{b)} the principles which should govern the grants-in-aid of
the revenues of the States oul of the Consolidated Fund
of India and the sums o be paid to the States which arein
need of assistance by way of grants-in-aid of:their
revenuas 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-

- (I} adopt a normative approach in assessing the
receipts and expanditures on the revenue account
of the States and the Centre and, in doing 50, keep
in view the special problems of each State, if any,
and the special requirements of the Centre such as
defence, security, debt servicing and other
cammitted expenditure or liabilitles;

{f) have due regardtothe need for providing adequate
incentives for better resource mobilisation and
financial discipline as well as cioser linking of
expenditure and revenue-raising decisions;

- {li) takeimo account the naed for speed, efficlency and
"~ effectiveness of Gdvernment functioning and of
delivery systems for Govemment’ programmas;

and

(iv) keep in view the objactive of not only balancing the
recaipts and expenditure on revenua account of
both the States and the Centre, but also generating
surpluses for capital investmaent,

(8) the nel proceeds in any financial year of the
additiona! duties of excise leviable under the
Additional Duties of Excise (Goods of Special
importance) Act, 1957 (58 of 1957), and

(b} the granté 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 whara population is
regarded as a factor for determination of devolution of taxes
and duties and grants-in-aid.

7. The Commission may examine the feasibility of the
merger of additional duties of excise in fieu of sales tax with
basic duties of excise and evelve a suitable formula for
allocating a part of the duties of excise in respect of the goods
described in column (3) of the First Schedule tothe Additional
Duties of Excise (Goods of Special Importance) Act, 1957 (58
of 1857) 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 comective measures as deamed
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
manageniai efficiency.

9. The Commission may review the policy and
arrangements in regard to the financing of relief expenditure
by the States affected by natural calamities and suggest such
modifications as it considers appropriate, in the existing
arrangements, having regard, among other considerations,
to the need for avoldance of wasteful expenditure. The
Commission_ may examine, inter-alia, the feasibility of
establishing a national insurance fund to which the State
Governments may contribute a parcentage 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 avalilable the State-wise
estimates of receipts and expenditures.”

1.2 On his taking over as ChiefMinistarof Mizoram ShrilLal
Thanhawla resigned his membership of the Commission and his
resignation was accepted by the President with effect from the
24th day of January, 1989. Shri S. Venkitaramanan, Advisertothe
Prime Ministar, was appointed as a Member of the Commission,
In place of Shri Lal Thanhawla, vide the President's Order of the
3rd May, 1889. ShriS. Venkitaramanan resigned his membership



oftha Commission on his appointment as Adviser tothe Governor
of Kamataka. On his appointment as Secretary, Ministry of
Environment and Forests, Shri Mahesh Prasad resigned his
membership of the Commission and Shri K.V.R. Nair was

appointed the Member Secretary of the Commission from the

13th July, 1889. Shrl R. Kaeishing, former Chief Minister of
Manipur, assumed charge as parttime Member of the
Commission on Saturday the 25th Novembaer, 1989.

1.3 ShriN.K.P. Salve, Chaiman, and Dr. Raja J. Challiah,
Member, continued to render part-time service. Shri Justice A.S.
Qureshi, Member, rendered part-time service upio the 3nd
August, 1989, whereafter he became a full-time Membar,

1.4 Paragraph 10 of the Order dated 17th June, 1987,
required the Commission to make two reports, the first report
covering a period of one year commencing on the 1st day of April,
1989, and the second report covering a period of five years
- commancing on the 1st day of April, 1990. The President having
accepted our request 1o exiend the date fof its submission to 31st
July, 1988, our first report for 1988-80 wes presented to the
President on 29th July, 1988. Although the work on both the
reports was taken up concurrently, it was possible 1o attend to the
major. ssues and undertake the detailed exercises reiating to the
second report only after the presentation of the first repoft. A
raview of the progress of work made by us in AprilMay, 1988,
convinced us that it would not be possible to submit the second
report by 30th June, 1989. We sought extension of time upto 315t
December, 1988, Our request was accepied by the President in
IA: Order dated 13th June, 1989, This Order Is reproduced in

nexure L1,

13 The Commission attached great importance to its
detafled interaction with the Stata Govemments. The
Commission further fek that it would benefit from consultations
with experts in the flalds of public tinance and econometrics. A
maeting was held on 24th February, 1988, at New Delhiwith some
eminent economists and econometriciana (list in Annexurs 1.2).
This was foliowad by another meeting on 22nd April, 1888, with
the State Finance Secretaries and representatives of the Union
Finance Ministry in which certain conceptual and methodological
 issues relating to the normative assessment of receipts and
expenditures for the period . 1990-05 were discussed. The
Chairman wrote 1o all the State Chief Minisiars and some sminent
economists (list in Annexure 1.3} on 11th November, 1988,
requesting them for their views and suggestions aboul the
feashilly of formulating a sultable composike index of
backwardness. With a view 1o bringing greater clarity on some of
thesa isaues, meetings were held with economists and exparis on
23rd June, 1989, (listin Annexura |4) and 16th October, 1989, (list
in Annexure LS). We also convensd an ali-State Finance
“Ministers’ meet st New Delhi on 24th July, 1889, ¥ invoive them in
the examination of some of these important issues and to seek
their advice and guidance before finalising our views. Wethank all
those who replied to our letters and attended these meetings and
willingly gave us their valuable advice. ‘

1.8 While most of the exercises wera done in-house, some
siudies were also commissioned. The National institute of Public
Finance and Policy, New Delhi, submitted the results of the study
assigned 1o k by the Commission on “Estimation of Relative
Taxable of the States” using the "Represeniative Tax
System Approach”. Prof. B.B. Bhattacharya of the institute of
Economic Growth, Delhi, who was engaged as a Consuitant,
gave his w Jovommom bomowing with special reference
to States’ ness 10 the Centre. The Institute of Public
Enterprises, Hyderabad, undertiook a study for us on the
investments made by the State Governments in the various State
Public Enterprises and theirfinancial performances. The National
Institute of Urban Affairs prepared for us a report on Municipal
services and Municipal finances.

1.7 The commubnwahhtovblalmoﬂdlthoﬁnun
least once during ks entire term. except Mizoram, Nagaland,

Centre whichg

Sikkim and Tripura (Annexure |.8). We had programmed a visit to
Sikdm on 20th and 21st Septémbaer, 1986, The Commission,
however, could ot procsed beyond Siligurl, desplte all its effort,
because of inclemant weather in Skkim and land-slides’en route -

‘to Gangtok. The Chiet Ministers of Tripura, Mizoram and

:sahndmklnd enough to make &k convenient to visk Defhi
have detalled discussions with the Commission on the 8th,
17th and 29th November, 1989, respectively. We found visits to
the States of immense value because of the open and
free discussions with the State Chief Ministers, thelr Cabinet
colieagues and officials. During these visitls the State
Govemnmaenis also a somae field visits and we could avall
of the opportunity 1o gain first hand knowledge of the ground
conditions and other factors affecting delivery of social and
economic services and consequently expenditure nesds of the
State. These discussions and visits enabled us to have a belter
understanding and appraciation of the problems of the Siates.

[Dring these visits 1o the States, the Commission siso had some

very useful meetings with Leadars of the Opposition, Members ¢f
Pariiament, Members of State Legisistures, reprasentatives from
Chambers of Commerce and Indu%m and
Federations of Staie Employees, sconomists and other eminent
psrsonalities. We are ul 0 afl the State Govemmentis we
visited for having made meticulous arangements for our visits
and for the cooperation extended by them in full measure 1o the
Commission and e secretariat. We desply regret the
inconvenience caused to soma of the States when the
programme of our visit had 1o be called off mors than once at short
notice, invariably for reasons beyond our control.

18 The Commission had useful rounds of discussions with
the Secrataries incharge of various Ministriss and Departments of
the Government of Indla (Annexure 1.7). This us valuable
insightinfo the percaptions of the Government bf india on several
lssues having a bearing on the resources of the Cenfre.. -

19 At ourrequest, the and Auditor General of
india issued ingiructions 1o afl the State Accountants-General 1o
rendersuch assistance aswas required by usinthe courss ofour
worle The State Accountants-General cooperated in full measure
and supplied the required information and clarifications. We
record owr & n for the seivices rendered to the
Commidsion. We would aiso like to thank four eminent juriats,
namely, Shti N.A. Palkhivala, Shrl K.K. Ven Shri AG.
Noorani and Prof. B. Errabbl, whom we consulted to ascertain the
implications and scope of Articles 275 and 262 of the
Constitution. :

110 We would ke 0 the efficiemt and
work put in by the officers and members of our stafl.

. The terms of referenca of our Commission were far wider than

those of any previous Commiasion and we had 1o submit two
separate reports relating to two separate periods. Alithis called for
greater sffort and work on the partof our secretarist as voluminous
‘data and information had 1o be collected and studies conducted.
(The list of the names and the designation of officers who
constituted our secretariat is given in Annexure 1.8).

1.11 The Commission is thankful tothe National informatics

provided the computerfaciiities inthe Commission's

offics. This teclisted the handling and an indepth analysis of the
mass of date compiied by the Commission.

1.12 tis not possible 1o give the names of &l those in our

‘Secretariat who worked and contributed to the completion of the

task assignad io us. We are fully aware of the iong hours put in by
them and ssveral times, at considerable personal inconvenience
to themselves. We thank the Superinténdent,  Programme
Assistants, Economic investigators, Technical Assistants,
Personal Assistants, Stenographers, T and athers for thelr
cooperation and help extended to us in full measure. Each of us

‘would aiso like 1o add that our personal staff performed thelr duties

to our entire satisfaction.



CHAPTERII

THE APPROACH OF THE COMMISSION FOR THE PERIOD 1990-95

2.1 4 outlining the approach we proposed to adopt in the
first report for 1889-80, we had referred to the nature of the federal
finance problem*/. We had also indicated that an adequate
volume of assistance in the form of federal transters must be made
available to the States in the fight of the respective responsibilities
assigned to them and the Union Government under the
Constitution. The principles nonetheless uponwhich the tranafers
are offected must be such as to ensure that the linking of revenue
and expenditure decisions and fiscal responsibility are not unduly
weakened and that higher levels of expenditure than what is to be
provided for on the basis of national critaria would have 1o be met
out of the efforts of the government concarnad. Inthis connection,
we had quoted, with approval, the obsarvation of the First Finance
Commission : "The mathod of extending financial assistance
should be such as to avold any suggestion that the Cantral
Ggvernment have taken upon themselves the responsibility for
helping the States. io balance their budgets from year to year
{p.87). The federal transiars must, however, be adequate in the
context of legitimate budgetary needs of the States while being
just and fair t¢ minimise the vertical and horizontal imbalance
within the confines of available resources. '

2.2 Infashioning our approach in the report for the period
i990-95, we hava, in line with the above, kept in view two basic
principles : (a) atair apportionment of revanue rasources betwaen
the Centre and the States, given - their constitutional

" . responshbilities and the overall limitation of resources; and (b) the

- manner of transier of resources to be such as to praserve fiscal

Aautonomy of the States and to promote fiscal responsibility on the

- part. of both the Cantre and the States. Central transfars

invarighly invaive guestions of inter-State equity and such equity

can.be attdined in :n'sdym of federal transfers only H fiscal
prudesice, tax effort and growth impuises are not penalised,

.- 2.3 Apartfromthesa basic considerations, ourapproach has
been influsnced also by the steadily daterigrating fiscal scenaria
in the courtry. . The trends In Central and State finances on
revenue account (with which we are primarily concerned) are
déscribed in Appandix 3 and the figures of revenue recelpts and
revenue expenditures are presented in Annexure IL.1; trends in
revenue - deficlty/surpluses are given in Annexure H.2. It is
noticed that at both the Cantral and State leveis, revenue
- sxpenditures have been growing faster than ravenue ts.
-Ovat the period 1974-75 to 1986-87, while the revenue recelgts of
.the Union Governmént grew at 4.4 par cent per annum, its
revenus sxpenditures -a116.8 per cent; overthe same pariod,
the revenue expenditures of the States grew at 17,1 per cent, and
thelr revenue receipts at a lower rate of I5.7 percent. As a resutt of
the gap between thé rates of growth of receipts and expenditures,
with the latter being higher, revenue deficits have emerged. The
Central Government has been incurring arevenua deficit in alithe
yoars since 1979-80, and the States as a whole since 1964-85
{except for 1985-86).. The revenue deficit of the Eamre has been
continuously Increasing since 1981-82; the revenue surplus of the
States as a whole started declining from the same year, and since
1986-87, the States as a whole have also been incurring arevenue
deficit which is estimated to have rigen to Rs. 4,451 crore in
1989-90. In that year, the revenue deficit of the Cantre is
budgeted at Rs. 7,012 crore. The totalestimated revenue deficitof
the Centre and the States in the year 1388-89 would. thus be

siround 3.9 per cent of GDP. .

24 Thaeincurring of revenue deficits on a large scale year
_after year implies-an infraction of one of the fundamental
principles of sound public finance in any economy, particularly ina
developing economy. Alarge revenue deficitimplies dissaving on
govemmant account (akhough the amount of dissaving according

* Firat Report of tha Ninth Finance Commission (July 1968}, Chapter 1,
paras1-27 .

rising.

to national accounting may be somewhat different from the figure
of revenue daeficit) and the use of the savings of theother domestic
seclors 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 governmant account, i.e., increasing surplus in the revenue
budget in order that government also could contribute to 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. Thefinancing
of investmeant through public savings would help to ensure a
pattern of developmant in consonance with accepted social
criteria® {pp. 41-42).. The very principle was refterated in the _
document of the Second Plan. The massive increases in taxation
that have been brought about through successive Plans ware
intended to implement the above-mentioned principle of financing
a part of public investment through the creation of revenus
surpluses, However, we note that the principle has been
gradually eroded by allowing ravenue expenditures to grow faster
than revenue receipts in spite of the steadily increasing tax
ratio, '

25  Another related disquisting featura of recent public
finances in India is the rapidly growing public debt. A large part of
investment by departmental and non-deparimental entarprises
financed by the government did not yield sufficient returns but in
fact resulted in losses®/. In addition, the practice of the
government taking over loss-making privata enterprises to
pravent their closure and then financing them through public
borrowing, the growing revenua deficits andthe non-recovery of a
substantial part of loansto public enterprises and others on which

even interest is often not collected have together led fo0 an
alarmingly rapid growth of public debt, especially in recant years.
And in the process i the social objectives have been served at all,
the cost has been highly disproportionate. Annexure I.3 shows
the growth of the public debt in India. The total debt of the Central
Government (intarnal and external) has grown from Rs, 19,193
crore on 3ist March, 1971, to Rs, 2,28,24| crore on 3ist March, 1989
{R.E.); it is expacted to risa to Rs. 2,59,729 crore by tha and of
1989-90 (B.E.). Ofthis, Rs. 2,31,692 crore would constitute intarnal
debt. The indebtedness of the States has increased from only Rs.
8,749 crore as on 3ist March, i971, to Rs. 81,053 crore by 3ist
March, 1989 (R.E.). This total includes Rs. 55,536 crore of loans
from the Centre. Excluding this, the combined indebtedness of
the Centre and the States amounted to Rs. 2,63,758 crore atthe
end of 1988-89. Sinca 1984-85, the debts have been growing
rapidly, Inthe iastfew years, they have been growing atthe rate of
Rs. 35,000 to 40,000 crore per year.. The ratio of public debt ta
GDP which stood at 48.9 per cent on 31st March, 198, rose to
54.9 per canton 315t March 1985, and is estimated to have risen
to 76.9 per cent on 3ist March, 1969,

28 As aresult of the growth of debt on the one hand and
inadequate returns from the use of the borrowings on the other,
the burden of interest payments on the budget has naturally been
Between 1974-75 and 1986-87, interest paymants
increased at 6.9 per cent per annum in the case of the States and
at 20.3 per cent in the case of the Centre. (The debt of the States
has bean growing at I5.4 per cent per annum and that of tha
Centre at 18.9 per cent.) As of I988-89, net intérast payments
constituted 30.4 per cent of net borrowings for the Statea and 37.4
per cant for the Centre. in 1989-90, the proportion of net interest

* Wepointedoutin the first report of the Commiasion that the rate of retum
after tax on the capital of Rs. 51,931 crora invested in Central public
enterprizes {coi by the Public Enterprises Survey} by the end of

" 1886-87 amountad only to 3.4 per cem and if the petroleum sector were
excluded, the rate of raturm was negative. The performance of public
enterprises at the State lavel was much worse.




payments 1o net borrowings at the Centre Is estimated to amount
to 48,5 per cont. The vicious circle of excessive growth inrevenue
expenditure, meagre or negative returns from public enterprises,
growing revenus deficit and large scale public borrowing resulting
in a massive rise in interest burden and in turn, accentuating the
revenue deficit leading to higher bomowing, must be broken. The
first task must, therafore, be to restore balance in the revenue
budget. The suggestion contained in ona of the terms of reference
given to the Commission, that the Commission should “keep in
view the objective of not cnly balancing the receipts and
expenditure on revenue account of both the States and the
Centre, but also generating surpluses for capital investment™ Is in
line with this objective. As rightly pointed out in the Second Five
Year Plan document, once expenditure is classilied as revenue
and capital tems, revenue resources must be found to meet the
recurrent needs. In our system whera Finance Commissions
appoimted every five years recommend appropriate revenue
transfers to Siates, large and continuing revenue deficits are
indefansible either on principla or on practical grounds.

2.7 The tasks of the Commlssion have to 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 lowards a more
heaithy fiscal situation.

28 The problem of Central transfers to States cannot be
locked upon merely as a matter of the Centre versus the States
and/or largely as a quastion of which level gets more. Basic
principles of inter-State equity, fiscal rasponsibility and efficiency
inthe use of resourcas are also involved. As wa 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 neads of all the States should be taken 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.

29 To sum up, the basic objectives underiying the
Commission's approach and methodology are : (a) phasing out
tha 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
"capacitios” of different governments are assessed normatively
and such normative assessmaents 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 inthe first report that
in respact of the five-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 Cantre and
the States must be made in such away that the two layers of
government are anabled to fulfil their respective cbligations
satisfactorily as enjoined in the Canstitution. The norms
applied should not be discriminatory as between the Centre
and the States. Second, the distribution of revenues ameng
the States should be equitable so that every State is enabled
over time to provide a spacified 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
incentivas for greater revenue effort and eccnomy in
spending ara not curtailed. Fourth, the States shouid be free
to provide more public services and defray their costs
through additional levies on their respective citizens. Finally,
the norms adopted should be cansistent with our overall
objective of balancing the revenue accounts of the Centre
and the States” (paragraph 2.35}.

-2.11 ¥ the Commission's labours are to raesult in a rapid
movement lowards 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 deparure this
Commission thought fit to make. Our approach here is inkeeping
with the terms of reference and is in full canformity with the
constitutional position regarding the scope of work of the Finance
Commission. While thus determining the area of our work, we
have kept in view the traditional and important role played by the
Planning Commission and the arrangements that have been
established, on the basis of consensus in the National
Deveiopment Council, for financing the revenue and capital plans
ofthe States in an integrated manner. We have attempted to work_
out an approach which, while enabling us to perform our
legitimate constitutional role, would not prove detrimental to the
planning process or to the role played by the Planning
Commission in that process.

2.12 The normative approach must be applied as much to
the assessment of Central receipts and expenditures as io 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 ‘uniferm or identical. This Is
because in the distribution of transfers from the Centre amongthe
Stales, questions of inter-State equity and the apportionment of
burdens and benefits among the taxpayers of the different States
are involved, whereas inthe apportionment of revenue resources
between the Centre and the Statas, thé interests of two different
groups of taxpayers are not involved. What needs to be
considered is rather the question whather the relative levels of
revenues raised by the Centre and the States are cammensurate
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 o the people. On the expenditure
side again, the average cannot be used as a norm for the Centre
as can ba done in assessing the relative needs of the States,
because the services provided by the Cantre are in most cases
different from those provided by the States; hence, a broad
judgement has to be exercised regarding the justifiability of the
existing levels of Cantral expenditure, and the system of transfers
musi comain elements which would induce the Centre to exercise
aconomy 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 Governmants are detailed in Appendices 4:and 5
respactively.

2.14 Briefly, onthe revenue side, normative estimates have
been derived separately for tax and non-tax revenues. In respect
of taxes, amoditied representative tax system approach has been
applied, in order to determine what a panicular State would be
ableto raise by way of tax revenue, had it exploited ts taxbasesto
an average extent. Such "ax capacity” figures have been derived-
for a base year*/ and are then projected to the year I389-90. As
regards non-tax revenues, while actuals have been used in the
case of fees and user charges, in the case of dividends and
interast 10 be raceived by the government, normiative rates of
return have been used. Thus, total normative astimates ol
revenue are arrived at for the year 1989-90.

2.15 As inthe case of ravenuas, in regard to a substantial
part of non-Plan revenue expenditures, the average behaviour
has baen taken as the norm. Thus, the normative astimates,

* (Appendix 4)




which may be called "the expendilure needs®, in the case of
general services, have been dafined as the justifiable costs of
providing an average standard of service. In respect of social and
economic services, needs are taken to ba the justifiable costs of
providing the existing lavel of services. Here, justifiable costs are
also based on the norm of an average but with due allowance for
what may be called "cost disability” factors**/. In regard to
expenditure on the maintenance of assets, engineering norms
have been applied in a graded scale assuming that the full norms
will come into operation in the last year of the repon period.
Certain other items of expenditure such as on elections have been
computed on the basis of estimated costs; while expenditure on
social welfare schemes have been fixed at certain uniform levels
in order 1o ansure inter-State equity.

2.16 The implications of computing the budgetary positions
of the State Governments on the basis of normative estimates as
caiculated above may be spelt out. While the actual parformance
of the States as a whole is kept in view (through the use of the
average) the non-Plan revenue deficit or surplus of any one State
computed by us is not dependent on its actual behaviour. Thus, if
a State is raising revenues more than the norm, it would not be
penalised; conversely, if it raises less than the norm, it would
aither lose or be not rewarded. Any excess ravenue over and
above the norm which a State raises can be used by it for
purposes of its own choice thus giving the State freedom of action
without affecting its entitlements to Central transfers. Onthae side
of expendituras, since “needs” are reckoned on tha basis of
norms, differences in standards of services among the States
attributable to differences in revenue capacities would not be
frozen. On tha contrary, a process of equalisation would be
initiated. Again, if a.State obsarves economy in expenditure and
achieves lower costs in providing a given standard of services, it
would not be penalised, On the ather hand, a State which wishes
to provide a standard of salvices higher than the norm in the case
of general and administrative services would not be prevented
from doing so but would have to do it on the basis of "extra®
resources it raises.

2.17 Itisto be emphasised that the methodology applied by
the Commission implies no interference with the right of a State
Government to ralse resources and incur expendlitures at such
levels and in such manner as desired by its people and its
Legislature. The norms are relevant only in arriving at the relative

entitlements to Centra!translers and are sodesigned asto ensure

inter-State equity in working out such éntitlements. This may be

illustrated by reference to the normative rate of return applied for -

derlving estimates of dividends from State public enterprises.
Representatives of a number of State Governments argued
before us that no significant returns can be expected from Road
Transport Corporations or Electricity Undertakings given their
spacial difficuities or that it was necessaryto subsidise sarvices of
such enterprises in the public interest, as was being done in
sevaral countries of the worlkd. Apart from special difficuities for
which, of course, allowances have 1o be made, the proposition
that the actual positive or negative rates of retum earned by
different State Govemnments on their investments in State
enterprises should be inciuded in the base for judging their
entitlemants to Central transfers would not only tend tc reward
inefficiancy but also imply (since actual differing rates of returns,
positive or negative, will be used) that the citizens of one State
using the concerned services would be subsidised by the
taxpayers of all States. Thus, the question is not just whether a
State Governmaent should be heavily or partially subsidising road
transport or power services; it is more a question of who should
pay forthe subsidies : the taxpayers of the Stata concernedorthe
national taxpayers. Totake care of this problem, the Commission
has, as was done by earller Commissions, specified uniform rates
of return for all the States so that to the extent that thase rates of
return are lower than the normally commercial rates of
return, there would be scope for subsidisation by the Centre on a
unllorm basis. However, in order to give further time for

adjustment to the States, we have stipulated that evan these
lower normative rates of retum should be achieved to the full
axtent only in the last year of the reference period.

2.18 Although we had observed in our first raport that in our
approach for the pericd 1990-95, we intended to adopt a fully
normative basis, in deference to pleas made by several State
Governments that the application of norms should be spread over
a penod of yaars, wa have moderated the application of norms in
some ways as specitied In Chapter 11,

2.18 Inregard io Spaeciat Category States, the Commission
decided that keeping in viewtheir relative under-development and
the nature of their special problems, no systematic norms could
be applied at the present stage. Therefore, the basis of
projections of receipts and expenditures for these States are more
or less the actuals.

2.20. It may be pointed out that sinca the average has bean
used as the norm in respect of the revenue receipls and a
substantial part of the non-Plan revenue expenditures of the
States, i tha normative estimates are added up, we would derive a
figure which would be equal ic the totals of the actuals®/, Thus for
the States as a whole, the base chosen is not much different from
the actuals, although there would be a difference between the
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 tha necassary data. They wera worked outfor an earliér
base year and then projected to 1989-90 at appropriate rates of
growth. In doing s0, 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 recaipts
and non-Plan revenue expendilures, we have taken 1989-90
budget estimates as the base, except for sstimates of dividend
and interest income for which normative rates of returns have
been usad, as in the case of the States. Since the sum total of the
normative estimates for the States tends to equal the "actuals”,
thare has been broad similarity in cur treatment of the Centre and
the States. The differenca ls that for the Centre, instead of taking
the 1986-87 actuals and projecting them to 1989-90 attrend rates of
growth or adjusted trend rates of growth, we have adopted the
I1989-90 budget estimatas as the base. We find that the Centra's
non-Plan revenue axpenditure. (excluding interest payments) in

1989-80 woulkd be higher than the budget estimates if we

proceeded from 1986-87 actuals, This is obviously bacause ofthe
restraint shown by the Cantre 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
performanca of the Centre and the States, we have to considerthe
relative levels of revenue raised In tha light of the constitutional
division of tax powers. The major productive sources of revenue
have been assigned to the Centre and hence the Central
Governmant has the responsibility for raising the majorpart of the
tax revenues. Wae find that, in recent years, the Centre has been
raising 66-67 per cent of the combined tax revenues of the Centre
andthe States, i.e., around 2/3rds, with the totaltax revenue/GDP
ratio being near I725 per cent. While there is no way of definitively
determining whether this magnitude of the relative share of taxas
raised indicates an adequate relative use of tax powers, it is seen
that the Centre is raising much the larger part of tax revenuas.

2.23 For our present purpose, we are proceeding on the
basis of the broad approach to fiscal policy being evolved by the
Planning Commisslon in relation to the Eighth Plan. With an
average GDP growth rate of 6 per cent par annum, the Planning
Commission is envisaging & significant increase in the tax ratio to
be brought about mainly through tax retionalisation and better
enforcement. In view of this, we are assuming that revenuas will,
and can be made to, grow faster than GDP. Allowing for a5 per

** (Appendix 5)

* Except for glochastic errors.



cem increass in prices per annum {in conformity with the present
thinking in the Planning Commission), we assume GDP 1o be
growing at I per cent per annum in nominal terms. On this
assumption, we postulate an Increase in the tax revenues of the
States as a whole at IL5 per cent per annum in nominal terms and
" that of the tax revenuas of the Centre, at 12.6 per cent per annum.
A higher rate of increase has been postuiated for the Centre,
because over the period B74-75 1o 1986-87, the share of taxes
ralsed by the Centre in the combined tax revenues of the Centre
and the States has fallen slightly. These rates of growth of
fevenue subsume a centain amount of additiional tax effort. This
has been done because we are including a minimum level of
revenue Plan sxpenditure and to derive & balance on revenue
account. Non-ax revenues of the Centre and the States have
been projected using similar methods; while normative rates of
raturn have been used in respect of income from lnvestments,
reasonable rates of growth (5-8 per cent per annum) heve been
;plhdtohhnuyoulumuoffmlndothormr
arges

2.24 In view of the large ravenue deficit In the base year, the
above-mentioned orders of increase in revenues would imply
sirict control of the growth of revenus expenditure, particularly
non-Plan revenue expenditure, ¥ the revenue deficit is to be
phased out according to our scheme. Accordingly, we are
postulating an annual average increase of 7 per cant in non-Plan
revenue expenditure in nominal terms. Since full neutralisation of
price rise is not granted in the revision of dearness aliowance and
the prices of goods bought by the govemment do not generally
rise as fast as the wholesale price index which includes the prices
of capital goods and intermediates with higher deflators, a 7 per
cent inareasa .in nominad terms should allow for a 3 per cent
increase in expenditure in real terms. Increases in interest
paymenis, however, have been allowed on the basis of likely
actuals onthe mumpuonoiubmr ruteolgrowthdpubllcdobt
than in the past. .

2.25 As indicated sarfier in paragraph 2.1, the Commission
has asse33ed, on the axpanditure side, the entire requirements of
ravenua accourt, Plan and noni-Plan. The masnner in which
estimates of revenue Plan expenditures have baen derived fe
indicated in Chapter Vil. Under our approach, once the revenue
- expenditures, non-Plan and Plan, of the State Governments and
tha Centre are no dotormhodlndglnn the total
revenues that coukl justifiably be expactad 10 be raised by them
during the report period, federal transters should be such s to
snsure that each can undertake the ures
normatively determined for &, if k fulfis the norms for raising
revenues., liolbwsmuﬂnwhmmdumﬁtdﬂ\odm
of Central shareable taxes and of grants-in-ald must be such asto
subserve this basic objective. Most of the earlier Finance
Commissions  confined the scope of thekr work to non-Plan
revenue expenditures .and receipls excluding the effscts of
additiional resource mobilisation effort. They did not, therefore,
concern themselves, with what levels o revenus Plan
expanditures the diffsrent States couki have or how such
expendiures would be financed; they wete content with ensuring
that sach State Government would at lsast cover its sstimated
non-Plan revenue. sxpenditures, With this , our
predecassors deve criteria for the distribution of shareable
taxes which were quite independent of their assessmen of the
budgetary needa of the States. K is rather through the rlillmd
the volume of devolution than through a tallored

ahuodmummoydhmptodhmmpn-dwoluﬁon '

revanuegaps of the States. This and the fact that the predominant
criterion of davolution of the Eighth Finance Commission, for
example, was - population®/ and the genéral grants-in-aid of

revenus wera just sufficient to close tha revenue gaps remalning
after devolution, meant that the Finance Commiasion's
recommendations left the different State Governments with
varying levels of per capita non-Plan revenue surpluses ranging
from fairly large figures ta zero. Undar our approach, the volume
as wall as distribution of Central transfers must be aligned to the
need to enable the States to incur, at least to a significant axtent,
the expenditures normatively determined for them. Also, R would
seem propar that there should be a degree of equalisation in the
capacity of the different State Governments to undertake revenue
Plan expendiuras.

2.28 The volume of Central transfers has to be determined
on the ons hand by the estimated needs of the States and on the
other by the estimated neads of the Central Governmant; and the
total expenditures to be provided on revenue account (for the
Cenre and the States together) would depend on the total
revenues they could be expacted to raise and the pace at which
the revenue defich Is to be phased out. In arriving at the final
sstimates of feasible love!s of Central Government expendituras,
we have kept in view an important condition, namaly, that tiriotal
transfers from the Centre to the Siates undér ur
recommendations should not ba less than what they are nowasa
percentage of estimated Central revenuas. The fiscal situation at
the Centre being what It is, they cannot be substantially higher, if
the total volume of transfers is thus determined, larger transfers to
deficit States (laking non-Plan and Plan expenditures together)
through grants-in-aid would necessarily mean a reduction in the
relative weight of formula-based devolution as compared 10 the
past. While we consider that the move towards equalisation that
we are recommending is in the right direction, we are conscious
that too radical a d ure would not be feasible. We are,
therefore, recommending only a moderate step inthis direction to
begin with. In coursa of tima, a greater dagrn of oqualha!bn
could be attempted. -

2.27 We have retained the level of devolution prescrived by
the Eighth Finance Commission, that ls, 85 percentof income Tax
and 45 par cent of Union Exclse Dutles (basic plus special). The
share of income Tax is 1o be distrbuted among all the States
according to the criteria evolved by us. A portion of the shareable
Union Excise Duties ( 16.5 per cent), howevet, Is to be linked to
our normative assessment of non-Plan budgetary naeds; the rest
will be distributed according to the formula applicable to all the
States. The normative gaps on non-Plan revenue account
rornllnlng giter devolution are filled by grants-in-aid under Article
27

2.28 Qurnommative assessmentof revenue oxpmdlumon
economic and soclal services revealed that a8 number of States
were providing standards of services belowthe average. inorder
to bring about a degres of equalisation in standards of these
sefvices, we are recommending deveiopment grants to the States
whose non-plan revenue surpluses are found inadequate
according 1o a formuia evolved by us*'/. Thess development
grants are being recommended under Articie 275 and will be in
addition to those that a State wilf get for Plan purposes under the
modified Gadgll formula. The use of the development grants
recommendad by us will be determined in consultation with the
Planning Commission.

2.29 Thus, subject to the overall constraint of rasources, we

"have endeavoured to bring about a greater degree of inter-State

equity through the partlal linking oftht distribution of Union excise
dutl_u - to  nomative asssessment and through the
recommendation of development grants to help wesker Siates
afford & highor level of developmant cxpondilurt.

*/ Aihough on the faos of X, R would seent
was Used as 8 sonle fncior in relation o

had accorded 75 mwwnp«umﬁ in fact, since

Commission
. the iotel direct and indirect weight piven bpnpchﬁonm the distribuiion of shared mwes

{other
. than 10 parcent of income tax distributed according 1o mm«xmum 10 83 par cent. This figure hiss been denved on the basls of
" the dmmtnMdlethmmm.athmMMdmmm
used Eighth Finance Mhnunpumwm

*7 (Chapier VTI).



CHAPTER llI

ASSESSMENT OF STATES' REVENUE RECEIPTS AND EXPENDITURES

Tax Revenues

31 The basic
States' revenue rece and expenditure has already been
outlined in the preceding chapter. As indicated in our first report
for 1889-80, the National Institute of Pubiic Finance and Policy
‘was entrusted with a study for estimating taxable capacities by the
*Representative Tax Hem" approach. However, the
complexity in the tax systems prevaliing in tha States and the non-
avallablity of data on tax bases at the required level of
disaggregation led them 1o use a mix of regression and
representative tax system mathods. Considering the
weaknesses in the data and methodology used in the study, after
hoiding detalled discussions with some leading economists
(Annexurel.S), we preferred to estimate taxable capacities of the
States using a modified representative tax system method.
Accordingly, revenye from each of the malor taxes is regressed
on relevant tax bases or their proxies to determine tha regression
average effective fates. By applying theae average rates on the
bases ofithe taxes in the different States, taxable
capacity was derlved. To determine the average rates, howaver,
we have employed a covariance model pooling cross-section
observations over time. The analysis has been done for each of
the major Statetaxes except agriculturaltaxes and miscellaneous
laxes levied by the States for which no meaningful functional
relationship could be established. Inthe case of these two taxes,
no normative estimates have been made. In the case .of Sales
Tax, Motor Vehicles Tax and Stamp Duties and Registration
Fees, the regression average effective rates were detarmined
soparately for high income, middle income and low Income
categories of States. For State Excise Duties, as there are only 13
States In the sample due to the prohibition policy in vogue in
Gujarat, the effective rates have been determined separately for
the States grouped into two categories only. The detalled

employed for the estimation Is givan in the Appendix

4, We may addthat the ates of taxable capacity on the basis

- of this méthod have been made only for the 14 Major States. The

m used for projecting the tax revenues of the Special
Category States is outlined later In the chapter.

“ 3.2 The taxable capacity estimated for the initial year has to
be projected first to the base year and then for the period of our
recommendations. inthe case of revenues from agriculturaltaxes

and other miscellaneous levies, the actuals in 1986-87 ware

projected using the past rates of growth. Inthe case of othertaxes,
normative

estimates for the initial year wers projected 0 1888-90
using the historical growth rates. Forthe period 1990-95, Statetax -

revenues have been normatively projected to grow at 11.5 per
ocent kaeping in view the targeted SDP growth.rate of 6 per cent
and aliowing fot a price rise of 5 par cent per annum. The rate of
increass In the yield of ditferent taxes has been derived from the

. above projection of aggregats tax revenuss, using as a base thelr

zl.plnlvoqmﬂ\m“hmpntm-w«omma

33 The above exercise gives us the levels of normative tax.

_tayenues for sach of the years 1990-01 10 1994-95. In order to

provide adequate time for adjustment to amrofound
10 be under-taxing at the beginning of this , wahave taken -
Iotﬂ\oyuﬂMnﬂlﬂnmrmﬂyo a.bmmnr'iqd

ach governing the assessment of the_

=" 38 The

level astimates for allthe States and have worked outthenthe rate
of growth of tax revenuss requirsd during the period to reach the

--normative levela by 1884-85. In cther words, the: normative
approach to the assesesment of tax revenues has been
modaerated.

3.4 . The prohibition policy foliowed by certain States like
Gujarat and Tamil Nadu is an lssue which we have taken note of.
Wa:had made.a limited allowance in our normative estimate on
this account in 1989-90. The concemed State Govemmants,
howevar, have again impressed upon us that the loss of tax
revenue attributable to the prohibition policy should be totally
excluded from the revenus receipts of the State Govemments.
This was ail the more necessary as the prohbition policy
emanated from the Directive Principles of State Policy. as
enshrined in the Conatitution. The States pleaded that they should
not be penalised on this account. We belleve that this is a question
that should be settied at the national level. The Certral

.Government should formulate & policy in this regard and make it
clear to what extent and for:-how. long the ‘Centre: would
compensate thoss States which lose revenue on account of
prohibltion, taking into account the varous aspects of the matter
including the possibility that the States adopting prohibition would
in course of time be raising additional ravenues through other
taxes both bacause of higher productivity and higher income and
also because money divertsd from drinks wouki be spenton other

_ taxable commodities. We find consideralile merit In these
submissions of the State and therafore, on reconsideration of the
matter, think that States which have taken courage to clamp full or
. . partial prohibition should nat be unduly penalised. Thersfore, we

" have notincluded the full taxable capacity on account of excise on

liquor for the non-Special Category Siates which have adopted
prohiition; we have taken into account only 30 per cent of the
estimated ravenue that would have accrued to Gujarat and Tamil

Nadu, had prohibition nat beeh in force. '

- 35 - The States of Nagaland and Mizoram have introduced
prohibition from 1989-80. Considering the weak financial base of
thess two States, we have, in theit casse, allowed forthe ull loss of
revenue-on this accounl. S '

. 38 The major sources of non-tax revenues are interest
receipts and dividends, receipts from forests, mines and minerals
and irrigation works .and  receipts. from depanmentally run
commaercial schemes fke water supply schemas, mik schemes

. and industrial schemes, . .

T 37 Intersst recelpts from Institutions other than the State
Electricily Boards and Transport Coiporations have been

assumed at rates rbhz gradually from 2 per cent in 1990-91 and
. reaching' 8 pet cent i ‘1904-‘%'611 loans outstanding as on
318 1m.hﬂpm¢dmnmmmummnlyhalf
d IDI“I‘I_ Nlm. h“w ) od. . . .

equity Investment of the States in s many as 823
entorprises (cther than the State Eiectrioty Boards and State

7



Road Transport Corporations) aggragates to Rs. 5046.82 crore at
the end of 1989-90. The successive Finance Commissions have
taken the view that the large investments made in the enterprises
cannotbe allowed to languish without adequate return. We share
their anxiety and concern. We are of the view that, with growing
expenditure responsibilities and developmental commitmeants
devolving on the Stale 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 arealistic norm assuming
dividends at different rates from ditferamt categories of
enterprises. Promotional enterprises were required to meet all
their expenses and not to provide any retum on equity considering
the nature of the responsibilities assigned to them, while financial
and commercial enterprises were expected to yield a retum of 3
per cent and 5 per cent, respectively, on their equity capital. We
stipulated the same pattern of returns as laid down by the Eighth
Commission in our first report for 1969-90.

38. Woe accept the classification of State enterprizes
adopted by the Seventh and the Eighth Finance Commissions.
The classification of enterprisas 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 fke - to improve on the rates of
dividendsaid down by the previous Commission. Thuis we treat
the promotional enterprises as basic to the community and
dedicated to provide service and infrastructure facilities. - For this
reason we are nol 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 the
investments made in them. Commercial emerprises must
generate a higher retumn and we assumae in their case a minimum
return of § per cant. 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 assumedthe same absolute amounts of returnin each of
the fiveyears of the period of our report. Statewise break-up ofthe
enterprises, the amount of investments made upio the end of
1989-90 and the amounts of dividends cakculated by us in the five-
year . period 1990-95 are given in Annexures Il.1 and HI.2
respectively.

310 In regard to the estimation of dividends fram
coopefative institutions, we propose to stick to the broad
methodology of the Eighth Finance Commission. That
Commission recommended that cooperalive banks, credit
socigties, sugar mills, spinning mills and other industrial
cooperative institutions, should yield aminimum 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 societias which are engaged in procassing,
warehousing, markating and housing activities and Consumers’
Societies were required to provide a minimum return of 3 per cent
by tha Eighth Commission. Given the nature of activities of these
bodies, we consider this rate as reasonable and apply the sameto
these institutions. We do not assume any dividends from
investments in the cooperative institutions which have been set
up o promote certain socially desirable and welfare related
activities arising out of State policies. Falling in this category are
the societies engaged in activities such as dairy farming,
fishermen's cooperatives, labour cooperatives and cooperative
bodies set up as part of Tribal Areas sub-Plan programmes, The
intertion is that they should continue to subserve the promotional
and soclal welfare policies of the State Governments. The
resources which they may generate may be made use of for
improving the quality of their services,

3.11 We have accordingly classified the §ocieties into these
three broad categaries and assessed the dividends from them in
1990-81. As in the case of State public enterprises, we assume
the same absolute amounts of dividends in each of the yearsofthe

period of our report. The details are given in Annexure 1il.3.
{lll} Revenue from Forests

3.12 Most of the State Governmants pleaded before us that
due to the restrictions contained in the Forest {Conservation) Act,
1980 and the guidelines issued thereunder, they would not be
ablelo generate revenuesfromtheforests inline with past trends.

In fact, some of them waere of the view tirat the revenues from
forests, excepting those receivable from minor forest produce,
should be taken as zero over the five year period. We also had a
meeting with the Union Ministry of Environment and Forests
beforefinalising our views inthis 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 centper
annum. In otherwords, we have frozen the receipts in real terms at
the 1988-89 lovels.

(Iv) Mines and Minerals

3.13 Inthe case of recsipts 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 petrolaum, the
estimates obtained from the Ministry of Petroleum and Natural
Gas have been adopted,

(v} lirrigation Recelpts

314 The Eighth Finance Commission commented
adversely on the increasing losses incurred by the irrigation
projects. Though it did not assume any return on investments in
those projects, it expected the State Governments to make efforts
80 as to ensure that the receipts covered at least the cost of
maintenance. The position has since worsened. The losses ofthe
irigation projects which amounted to Rs. 66crorein 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 recaipts should cover at
least the cost of maintenance, except in the case of hili States

-where a somewhat liberal norm has been adopted which is

axplained |ater in this chapter.
(vl}) Minorirrigation

_ 3.15 W have assumed that the losses incurred in 1986-87,
will be brought gown gradually to one-fourth by the year 1984-85,
Provision for malntenance aexpenditure has been made
separately on the basis of norms discussed later in this
chapter.

{vil) Receipts from other Departmental Scheines

3.16. The Stales 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 the full cost of these services by charging an appropriate
price from the beneficiaries. it woukl, however, be unrealistic at
this stage to make projections on the basis of this assumption
considering the current aperating conditions. We would, however,
like these undertakings to take eamest measures to reduce the
losses gradually, We have, accordingly, assumedthat in the case
of water supply schemes the lossas should be reduced gradually
by 1994-85 to one-fourth of those in 1986-87. The mik supply
schemes, being of a semi-commercial nature, have been treated
somewhat differently, Intheir case, ithas been assumed that they
shoukl break even by 1954-95. in the case of industrial schemes
we have assumed a positive return of 5 per cent by 1894-85.

(viil) Returns from Investments in Power Projects

3.17 Thefinanciat parformance of powar utlities, particularly
the State Electricity Boards, has been a matter of deep concem.
The poor performance siems from a wide variety of factors
incdluding poor operating efficlancy, lop-sided tariff structure,
disproportionately high transmission and distribution losses, and



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

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

percentage on its net fixed assets in service afler meeting its

depreciation and interest liabilities.

3.19 As mentioned earlier, we expect the State Electricity
Boards, Central Sector Undertakings and State Departmental
Undertakings to run on commercial principles and to yield a
minimum rate of return on thelr capital investment. But the
minimum rate of return we prescribe should nat be unrealistic
given the situation at the start,

3.20 While examining the finances of the Boards asthey are
structured today, we cannot ignore the fact that a sizeable
segmant of the programmes currently being undertaken by them,
particularly in the rural areas, is virtually directed towards the

fuffilment of certain socially desirable objectives. As suchthey are

untikely 1o gencrate sufficiently remunerative retums. Taking afl
the relevantfactors into consideration, we have, firstly, for working
outthe returr, reduced the outstanding loans as on31.3.1990 by
the amount tied up with works-in-prograss {with 10 per centof the
vaiue as on 31,3.1990 added on to the net cutstanding loans in
each year presuming the overall gestation period of the project to
be 10 years) and by that attributable 1o rural electrification
schemes. Sacondly, we have prescribed a gradually rising rate of
return starting from 3 per cent in 1990-91, -increasing by 1
percantage point in each succeeding year and reaching the
maximum of 7 per cent in the terminal year of the five-year period
{1990-85). :

3.21 Besides the State Electricity Boards, there are at
present seven departmentally-run power underiakings in
Arunachal Pradesh, Goa, Manipur, Mizoram, Nagaland, Skkim
and Tripura, These undertakings are stili fairly small in terma of
the scale of their operations. In some of the North-Eastern States,
the leval of indigenous generation is aimost insignificant and they
have to import power from the neighbouring States at afairy high

cost. The problems are further. compounded by the low doad -

scattered over a vast geographical area. We have also taken note
of the inherent disabilities in the operations of electricity
undertakings in the hill States. The cost of operations in the hill
States is high in view of the insignificant load, difficult terrain and
widely dispersed population. Considering these handicaps and
lakinginto accountthe fledgling status of the operations in some of
thase States, we consider it appropriate not to prescribe any rate
of return in their cases. This applies to the departmentally-run
power. undertakings in Arunachal Pradesh, Goa, Manipur,

Mizoram, Nagaland, Sikkim and Tripura and the Boards in the
States ‘of Jammu and Kashmir, Himachal

Special Category ,
Pradesh, Meghalaya and Assam. Estimates of State Govemnment
loans to the State Electricity Boards outs ot the end of
19889-80 are shown in Annexure lil.4 The amounts of return

nflorked out on the basis indicaled above are ahown in Annexure
5.

Returns from Investments in Road Transport
Undertakings
3.22 The State Govemmens have made substantial

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

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

'3.23 Section 22 of the Aoad Transpont Corporation Act
stipulates that the Corporations should carry on thelr activities on
"business principtes®. This requirement has not been fulfilled by
most of the Coiporaticns. We have noticed that many of them are
not abla to produce sufficient surpluses to provide for depreciation
and pay interest and taxes. Some of the Underiakings are notina
position to cover even their working expenses. A certain measure
of contribution is expected of these Undenakings for reinvestment
through genaration of surpluses, but this ks not farthcoming at all.
Barring afew exceptions such as the Andhra Pradesh State Road
Transport Corporation and the Haryana Roadways which have
bean making sustained surpluses and the Corporations of
Maharashtra, Rajasthan and Uttar Pradesh which have shown
profits during 1987-88, all other Undertakings, by and large, have
bean showing dismal resuits; their.total losses in 1987-88 amount
to Rs. 82.65 crore. The details are brought out in Annexure
Hl.8.

3.24 Several reasons have been adduced for the losses of
these Undenakings. Our attention has been drawn, in particular,
1o factors like unrealistic fare structure, increased cost of inputs,
growing burden of interest on iocans and the compulsion of
"socially oriented” concassions which the Undertakings are
obliged to provide. Inthe hill States the Undertakings have to bear
the additional burden on account 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 buitt high
enough to cover cosis so that the means of transport remain

cheap for tha common man.

3.25 These constraints are too well-known. Howaver, ftis a
recognised fact that operations of Road Transport Corporations
are less complex than those of the powar system. Investments in
road transport have a much shorter gestation paeriod. Moreover,
there is greater scopa 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 incorrectto
assume that improvement in the financial performance in most of
the Undenakings is possible only through an upward revision of
the fares. As a matter of fact, we notice that there are several
avenues available for effecting structural and operational
improvements in each of the Undertakings. Annexure .7
identifies the areas of improvement and tha possible means. For
instance, most of the Underiakings in the States have in-house
maintenance facilities at the depot, divisional or central levels. it
should, therefore, be possible to controt the down-time of the
buses with proper and efficient monitoring of rolling stock with
consequent improvement in their fleet utilisation. Similarly, the
load factor/foocupancy ratio could be improved by remunerative
charting of bus routes and adequate scheduling of services. The
staff-bus ratic also can be brought down through an appropriate
deployment of staff. With suitable improvement and proper
control of the physical performance of traffic operations, i is
possible to securs higher earnings and reduce operating costs.

~.3.28 We have noled that even though mast of the
Undertakings are running at losses, there exist large variations in
the individual performances in terms of certain identifiable
paramaters such as staff-bus ratio, fleet utikisation, load factor and
revenue eaming kilometerage per vehicle per day. While
acknowladging the fact that there are constraints within which the

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

extent, inefficient management and cutmodad financial practices
are responsible for their present plight. Desplte exhortations of
the previous Commissions and the approach adopted by the
Seventh Commission .which assumed a phased increase in
returns on investments of the Siate Governments in these
Undertakings, no sericus effort appears to have been made to
improve their operations. Since most States have no revenus
surplus for capital investment, the capital contribution to the



Undertakings comes mainly out of borrowed funds which is
becoming costlier year afler year. We are aware of the difficuties
faced by the Undertakings and also the increased cost of
borrowings in recent years. Hence we recommend that the
Undertakings should achieve a retum of 6.5 per osnt in a
graduated manner. That is, we are postulating the Road
Transport Undertakings in the non-hill States should give a retum
on the investiments at the rate of at least 1 per cent in 1990-91, 2
percentin 1991-92, 3 par cant in 1992-93, 4.5 per centin 1963-94
and 8.5 parcent in 1994-95. The returns on the investments made
by the Governments of Goa , Gujarat, Kerala and West Bengal in
their Inland Water Transport Underiakings have been assessed in
the same way. ‘

3.27 As regards Hill States and hill areas of the non-Hill
States, we have fo keap in view the difficult operating conditions
leading 1o higher operating costs. We ,therefore, recommend
that the Transport Undentakings in these States and those
catering to the hill areas in other States shouid ai least provide for
depreciation in full, after meeting their working expenses.

3.28 The retums on investiments assesed on ¥ above

bagis for the period 1990-91 to 1994-85 are shown in Annc:um
(I£.8 and liL.9.

- Grants-In-aid from the Centre

3.20 The Central Govemment gives grants-in-aid 10 the
‘States for mesting sxpenditure on a number of non-Plan heads.
We have assumed that all these grants would continue to flow to
the States onthe existing basis. Accordingly, in our assessment of
the revenues of the States we hn:ot.kon credit for these grants-
in-aid by providing for expsnditures comesponding to them.
However, the grants which. are given for meeting expenditure of a

.capital nature such as on bordor and strategic roads have been

omitted by us.

Special Category States

330 The Siates of Arunachel Pradesh, Himachal Praduh
Jammu and Kashmir, Manipur, Meghalaya, Mlzoram Noqaland
Sikdm andepurund also Assam form adistinct group requiring
somewhat ani treatment from what we have accorded o the
non- States. This applies to the state of Goa as
wall. K g inview the special features of the Special Category
States and the historical background in which thess States came
10 be constituted, we have adopted a liberal approach in
assessing their receipts as well as expenditures. We havelirmed
up their estimates.of receigts and expenditures for the base year

1988-90 by taking into consideration the budget estimates or the.

latest estimates received from thess States. In some cases the
imended purposs was served better by taking the actuais of the
{atestyearfor whichthey were avaiiable and projecting to the base
yoar 1989-90 by adopting the State- specific past growth rate.
Having provided adequately._for the base year 1989-90, the
‘projection of revenus and expendijures for the forecast
. petiod has been done atthe rateof 11.5percentand 7 per| p.r
“annum, respactively. Wherever norms have been appli

are on a more liberal basis than for the non ogo
States, I-lomﬂlnnudforonr-alﬂlaldhdpllmonmm
of the Special Category States is as necesaary as in the fa

cther States. The States must take sifective corective m

to mmthowmmndofgmwlqucﬁdu Thoroﬁurgom.

nead o sugment the revenus and_cut dofn the

receipts
dl:prnporﬂmnoly high growth in expenditure. Keeping $hem in

view, on the base arrived at for 1888-90 revenues havh been

projecied to increasa at 11.5poroomlnrmmmduringthoporbd
.1880-95.

Non-Pun mem

331 We . have " estimased -
oxpondltumonﬂhhnhofummwtm assasament of "needs”.
Swhmwoﬁbwhhobwhdhormm

the . rbn-Phn revenue °

their pecple with a certain minimum standards of
Services.

332  The sstimation of normative non-Plan revenue
expenditures for the 1900-01 10 190495

involves two distinct steps, first Is the estimation of
axpenditure neads of the States in a base year and,
second, m projections for the period 1990-81 to

199408, The astimation of expenditure needs was
mmuummﬁ;m;unhmwm
uantification units of public service provided
?::'unlmﬂd them. The mn-oxc:l::ﬂ::
non-marketabilty of public goods makes

both fo assess the demand for thése goods and
measure the standards of public services supplied. Tho
output of public services ls, therefors, generaly

mmplodwbomouurodbytddnghmmxbo
which.have gone into their provision.

.33 Famomdmm“pnndbn
nesds of the States on a normative basis, we have
classified the éxpenditures into three categories:

() ~ those items of expenditure which depend upon either

_ the stock of monetary Nebillties, such as interest
payments, or the stock of assets such as
' maintenance expendiures on roads, bulldings and
' Irrigatbnwom
{ii) nuonomdtquw:ndwﬂmmmﬂmu

.lw.hofurvbounhomomndbynukingmhﬂal
analysis of the revenue oupmdnum, and

* () thoss tems of revenus diturss which cln be
' reckoned nelther onthe of statiatical analylh nor
on the basis of onglnooﬂng norms.

ww.hnwmonﬂunthd\nmmldmﬁly
handicapped In our work on acgount of pauchy of data on a wide
vuuyolnuhhaldapltowrpoulllornoﬂonltommho
same. Ws, therelore, had to rely upon the use second-best,
llhmllm hdmiqmbrouranulyah Thoumdhwaud

below:
: Cmuow 0]

338 Thomajorlmufonpmdlunmmmhhmq
are interest payments and maintenance of capital assets

lnmul pasyments

aompuhd two stages. mgo interest .
in 1990-91 wnhmp-etmhuwmmm ot 1988-90

" have been worked out with refsrence 10 the actual terms thereof.

Thereatter, in the second stage, we have inducted a normative
sloment in respect of interest payments for the period 1991-92to
1994-08:: In the past, borrowings have been resorted 1o by the

-States in a lberal manner and, attimes, onquite stringent termsito

modﬂnlrlmmndhhroqukmnhdiﬂog'd their long-term
oifacts. Against this background, we consider it appropriste to
apply rate of 12 per cent only on the estimated interest
payments in 1890-91 for.the next four years, |.e. 1991-95 . This
would cover the liability on sccount of the fresh loans during the

mmbmummummuummm
restraint in the future in the Mmatter of borrowings. - The States
themsaives should raise adequate rvenys resources o as to
finance at least their current requiréments in full measure.

: Ihlnunlmodcmluuuu
oe
- NOfMe obt-lnod from the concemed
Mfalorgmbm provisions are resiricted 1o sssets



od upto 1989-90 as the assets cre
or the present system, be maintain
il::ﬁcamd aarlier, the norms have beg

manner.
P, Major and Medium Irrigation Workg

3.8 For !he_ maintenance of irrigation works i

Finance Commission ad.opted'a norm of Rs.100 penz t?;ztfllgqg:
o Jtiised potential (including spacial repairs and regular
oslablishment) and Rs.30 par hectare for the unutilised potential
i an increase of 30 per cent thereon for hill States. '

3.39 The Ministry of Water Resources recommen

pasic norm of Rs.180 per hectare for the maimenar(:t‘:;:aj tgfut;:
utiised potential. lr_1 addition, it recommended Rs.65 per hectare
for regular establishment and Rs.36 per hectare for special
repairs (with Rs.25 per hectare extra for areas having drainage

roblems). With this, the total cost comes to Rs.281 per hectare
The Ministry suggested thatthe maintenance expenditure shouki
e updated annually for escalation in cost. As regards the
unutilised potential, the norm suggested by the Ministry is Rs.60
por hectare.

3.40 The norms suggested by the Ministry for the utilised
potential are found to be onthe very high side, being nearly three
times the norms adopted by the last Commission. Taking into
account escalation in the cost of labour and material, a norm of
Rs.180 per hectare appears reasonable to us in the case of
utiised potential. As for the unutilised potential, we have accepted
the rate of Rs.60 per hectare recommended by the Ministry. We
have also provided for a price increase at the rate of 5 per cent per
annum. Having regard to the low level of current maintenance
expenditure, the normative expenditure level has been projected
to be reached in a graduated manner by the end of the period.

3.41 On the basis of the data obtained from the Planning
Commission, we worked out for each Statethe extent of utilisation
of the imigation potential likely to be created upto 1989-90.
Annexure-ll-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,
wo have divided the States into three categories, viz.(ijthe States
Where the extent of unutilised potential is less than 10 per cent
(Andhra Pradesh, Karnataka, Kerala, Qrissa, Punjab, Tamil Nac_!u
and West Bengal); (ji) the States where the unutilised potential
Varies from 10 to 25 per cent (Bihar, Haryana, Madhya Pradesh,

dasthan, Uttar Pradesh, Jammu and Kashmir and Manipur);
and (jii) the States in which the extent of non-utilisation is over 25
Por cont  (Assam, Goa, Guijarat, Himachal Pradesh,
Mal"ﬂfashtra). We have, in our assessment assumgd that in the
€384 of States falfing in category (i), the potential estimated o be
%eated at the end of 1989-90 will be fully utilised by the end of
794-85, andthat inthe case of States falling in categories (iiyand
(i) the unutilised potential would be reduced to 5 per centand 10
Per cent, respectivaly, by the end of 1994-95.

3.43 As stated earlier, we have assumedgross receipts from
' Major and medium imigation works to be equal to the
; nance expenditure provided by us onthe basis of normshl_rl}
& Dect of the utilised potential only. However, in regard o thbee '
rat;t 95, though the norm for maintenance expenditure has be :2
fo %dby 30 per cent, the receipts in their case have been limit
Sver the normal expenditure only. No receipts have bf??
sh-"Med in the case of unutilised potential. Annexure n.
Mwsthegross recaipts, working expansesand netretums inthe
;gse of each Stato as assessed by us over the period 1990-

ated thereatter would,
ed on Plan account. Ag
" applied in a graduated

the

of major and medium
Manipur which isthe
dditionalfunds over
ded by us. We
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Mg ile providing for maintenanc
lar.g:1 on projects, we felt that Loktak fake in
ang ®natural lake in eastern India requires addt

Ve the lavel of expenditure already provi
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ha\{e,therefore, provided an additional sum of Rs.15 crore forthe
maintenance and preservation of the Loktak lake. '

(l) Flood Control Works

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,
gave 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 mark, we decided to have a parallel
exarcise conducted in order to work out the maintenance
expenditure in respect of flood control works on the lines
attemptad by the Eighth Finance Commision. For this purpose,
wederived the expenditureinthe base year 1983-90 by applyinga
growth rate of 10 per cent to the actual non-Plan expenditure on
this account for the year 1987-88. Having done that, we made a
comparison ofthe 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 [I1.12.

3.46 Therecurrence of floodsin North Bihar creates havocto
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 strangthening 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 Planning Commission. We have made adequate provision for
the maintenance of the flood control works in North Bihar.

(l) Minor Irrigation

3.47 We could not adopt a normative approach in making
provision for the maintenance of minor irrigation for want of the
requisite data. We, therefore, worked out the estimated
requirements for 1989-90 by applying a growth rate of 10 per cent
tothe 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.

(lv) 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
Committee (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 lli-13 were approved by the Transport Development

Council.

3.49 Woe obtained from the State Governments information
as to the length of State highways, major district roads and other
roads. The data received was updated to 1989-90 by following
the State-specific trend registered during 1982-86. Applying the
norms of the Study Group to the road length in different States, we
derived estimates of maintenance expenditure in respact 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
and plants has been addedto the above estimates atthe rate of 16
per cent and 4 per cent of the expenditure, respectively, in each

year. .



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

3.51 The estimates of provisions for maintenance of roads
worked out in the mannar described above came out to be much
higher than the present lavals. Such higher lavels cannot, in any
case, bereached in ashort spancftime. Hence, we rastrictedthe
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 wara at 1989-30 prices, we made an
allowance of 5 per cent per annum to account forthe affect of price
rise during the next five year period. The provision thus worked
out for 1994-95 has baan assumed 10 ba reached in graduated
steps, keeping in view the current level of expenditure. Annexure
.14 shows the provisions aliowed to each State for the
maintenance of roads ovar the period 1990-95. These include the
provision for maintanance of the roads of local bodies as well,

{v} Maintenance of Bulidings

3.52. We obtained from the State Governments data on the
plinth area of buildings at the end of March, 1989 by thrae broad

age groups viz., 0 to 20 years, 20 to 40 years and over 40 years,

Tha data ware scaled upto March, 1990 by applying the trends
witnessed in the preceding years. As the Central Public Works
Depariment 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 the same norms as are followed by the CPWD with
suitable aliowance for price increases. These norms are shown at
Annexures Ill-15A and Ii-15B.

3.53 The norms for the hill States have been adjusted
upward to the extant of 50 per cent for residantial buildings and 25
per cent for non-residantial buildings. Additional provisions of 16
per 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, raspectively.

3.54 We found that the annual provision workad out in the
abave-mentioned manner came out to be eithar vary low or very
high in some States. We therefore, decided to moderateitsoasto
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" subsequently

ensure that no State would be provided in 1994-95 less than 180 .

parcent 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 viaw of the low level of current maintenance
axpenditure, 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 lIl.16.

Monitoring of the Maintenance Expendlture'

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 bé a strong praference for the
creation of additional assets with |ittie attention being paid to the
maintenance of assets already created. In the process, the
quality of the assats and their useful life span decline stesply. 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. We would even suggest that the Planning Commission
should be given a special responsibility for ensuring that the
maintenance of the existing assets in the States is in no way
compromised. At the time of assessing the resources for the
State Plan, the Planning Commission should take speciai cara to
ensure that the maintenance expenditures are fully provided
for.

Category (ii)
3.56 Inthe case of items of expenditure falling under this

category, wa could astimate cost functions using regression
anglysis. The detailead mathodology for assassing the
expenditure neads using this analysis is given in Appendix 5.

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

3.58 Since expenditure needs have been darived on the
basis of the estimated cost funclions, expenditure variations
among the States are attributable to differences in the quantity of
public service provided and in the costs of providing them. Haere,
wa have fried to separate tha cost factors within the control of the
State Govaernments and those beyond thair control,

3.58 After estimating the effacts of various quantity and cost
variables on the axpenditures of the States, we made normative
estimates of the expenditures for the year 1986-87. As stated
above for general servicas, the estimates represent expendituras
that would be required to provide the average standards of
services aid for social and economic sarvices, thay show the
requiramants of providing the existing standards of services on
the basis of the quantified behaviourat relationship.

Provislon for parity of pay scales.

3.60 We may mention here that the expenditure estimates
derived onthe basis mentionad abovetake into account the salary
revisions done by the States only upto 1986-87. Many State
Governments undertook salary revisions for their employees
following the implementation of the
recommendations of the Fourth Cantral Pay Commission by the
Governmant of India. Almost all the State Governments and a
numbar of employeas’ associations in different States made
strong reprasentations to us emphasising the need 1o bring about
parity in the pay scales of State Government and Union
Government employees.

3.61 Parity in pay scales is a subject of considerable
discussion and debate. Pay parity, however, should not be
viewed in total isolation. Thafrequency and the periodicity of pay
revision must also be kept in view. It is necassary to mention here
that aithough 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
Cantral Government due to the frequent revision of scales in the
former. The amoluments that an employee gets is a function not
merely of scales of pay but also the frequency of pay revision, the
weightage and fixation benefits givento the employee at the time
of sach pay revision, the existence of automatic grade promotion,
ravision of other allowances consequent on the revision of pay
and proportions of promotions post to the feeder posts. We have
made provision for parity only in terms of basic pay. This has been
done by taking into account the diffarence 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 employses in different
States with that under the Union Government by notionally
adjusting them to the CPl ieve! of 608 to which the pay scales of
the Gentral Govarnment employees , as revisad by the Fourth
Central Pay Commission, are related. Whereverihese notionally
adjusted amounts were lower than the basic pay under the
Central Governmant, additional provisions have been madeinthe
manner as explained in Annexure !11.17.

3.62 The estimaled expenditure on pay parity was then
adjusted to conform to our normative expenditure estimates. For
this purpose, we first segregated the non-Plan companent by
proportionately adjusting the total provision on the basis of the



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

3.63 The expenditure needs thus estimated for 1986-87
were required to be projected to the period of our
recommendations. This has been done in two stages. Inthe 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 uniike in the case of
the Cantral Government where the salary revision subsequent to
ihe 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 parity 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, therefors, 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 estimata
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 jusiifiable costs, At
the same time in the case of general administrative services, the
cost of providing the average standards of sarvices has been
taken into account. We must state in this connection that the
overall effect of expenditure assessmant has been to rackon the
non-Plan expenditures of less developed States at a level higher
thantheir actuallevel. 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 tha 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
oliminated. 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 ili
afford to increase their expenditures substantially in real tarms.

3.67 Considering these factors, we have provided tor only
moderate increasas in real expenditures. Given the averall
assumption of 5 per cent increase in prices, provision for increase
in prices alona 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
centincreasae in pricas in the past. In addition, we hava assumed
that the expenditures should increase at a rate marginally higher
than the increase in population, considering that the public

sarvices, by and large, are meant 10 serve the entire population.

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

3.68 I 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 ware reckoned lower than the level of
their actual expenditures, severe hardship would result if the
normative levels were (o ba 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 expanditures so as to reach the
normative levels by 1994-95. For this purpose, we hava restricted
the difference between actuals and normative estimates by one-
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half in 1989-90. Taking these as the base year estimates, we have

phased the expaenditure growth 1o reach the targetied level in
1994-95,

369  While finalising the level of non-Plan revenue
expenditure, we have not made any exclusive allocation for
upgradation of such administrative servicas as Training, Jails,
Judiciary, Police and Revenue Administration. We do realise the
assentiality of these services and the need for their improvement
and upgradation. We have, howevar, not recommended any
specific grants-in-aid for such upgradation, because the need for
upgrading these services in States where they are below average
level has 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 doubt, to make econemy in non-Plan expenditure and to make
resources available for financing aliarger Plan. We feel, however,
that it would not ba advisable to do so at the cost of the efficiency of
the basic administrative services. The requirements of these
services should be met in adequate measure. We, therefore,
suggest that a Committee may be constituted in each State
underthe Chairmanship of the Chief Secretary to ensurethatthe
legitimate requiraments of these basic services are adequately
met.

Category (ili)

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

Eleclions

a.71 Provision has been made for expenditure on reguiar
alection machinery, Wa have also provided fully for the conduct of
Stale assembly elections wherever it will become dua during the
report period. This has been done on the basis of the 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
jowering of the voting age.

Penslon and Retirement Benefits

3.72 Inthecase of pansions, no data are available about the
number of pensioners in different pension ranges. Most of the
States have already revised their scales of pay and the impact of
the ravision on pension and cother 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
praesantation of the budget has also been taken care of.

Soclal Securlty and Welfare

3.73 Provision for old-age pension has been made by
allowing a pension of Rs.100/- per month fo 0.2 per cent of the
population of each State as per the 1981 Cansus. 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 1989-80 has
been adopted as the base and projected at the rate of 7 per cent
per annum. The expenditures on ather programmes have been
worked out by taking the actuals of 1986-87 and projecting the
same ai the annual rate of 10 per cent till 1989-90 and 7 per cent
over the subsequent period of our Report.

Other Expenditures

3.74 Some of the north-eastern States represented 1o us
that for want of funds they had not been able t6 build
accommodation for housing their capital. They requested us 1o
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.



3.7% To commemorate the memory of the entry of the INA
and Netaji Subash Chandra Bose on the indian soil, the cltizens 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 Nationa! 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
Govarnment of India undertake the expenditure in this regard
which may amount to Rs, 10 crore . We are confident that cur
assaessmant of non-Plan revenue expendlture of the Centra can
easily accommodate a provision of Rs.10 crore inithis regard.

3.76 hwasrepresentedious by the Govermqqm.kfduanlpur
inter afia that a tima bound comprehensive and integtatdd project
be taken up to solve the problem of jhoom cqhﬁat)‘&n. The
estimate given to us for undentaking this programrie way Rs.45
crore at the rate of Rs. 28,000 per family. This prob "kr&i‘in{act, is
not peculiar to Manipur alone as It cbtains in all the ndith-systern
States. We understand that schemes to tackle this problem are
being taken up as part of the Plan exercise. In view of the
imperative necessity 1o meet this problem, we expect that
Planning Commission and the State Govemmants together would
draw up and implement a comprehensive Plan,

3,77 The Government of Sikkim approached us with a
proposal for assistance for construction of an alrstrip, which,
according o them, was vital for the State in view of lts:sirategic
location, difficult terrain and frequent landslides digrupting
communicalion link with the rest of the country. We are colvinced
of the genuinenass of the State Government's demandcihile
proceeding to Gangiok, we ourselves got stranded becayse of a

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

Governmentof indiato take up the.construction of an airstrip inthe
" Committed Liability

3.78 In the assessment of non-Plan revenus expenditure of
States, we have wmvuodfor committed fability of the Seventh
Plan Schemaes. "departurs from the practice adopted so faris
intended to cotrect what we consider to be an unsatisfaclory way
of providing forthis Rabllity. As repeatedly stated by the previous
Finance Commissions, K is extremely difficult io assess correctly
the committed liabllity. So the previous Commissions adopted on
overall percentage of the revenua expenditure of the base yaar
State Plan as a reasonable estimate of committed liability. As
those Commissions dealt only with non-Plan revenue account,
they had to assess the committed In some manner and
thay followed a method reasonable and feasible in that situation.
Howaver, the Ninth Commission is in abetter position in the sense
that our tems of reference imply assessment of the entire
ravenue account including Plan expenditure. Tharefore, we have
examined whether there is a better way 1o tackle the issue of
commitied liability. The rasul of our analysis.in this regard is the
finding that to deal with committed liability in an isolated manner
without a linkage to new Pian revenue expendiure can be
misleading, What is worse ks that such an exercise could leed to
wastelul expenditure. A substantial part of the Plan revenue
expenditure is on staff and allied tems. The expenditure inthe last
year of a Plan is the cumulative expenditure built up aver the five
years of that Plan. N all that staf and allied expenditure are
transierrad to non-Plan side when the new Plan starts, the
expenditure for the same Kem (many of such schemes continue
from Plan to Plan with or without some alterations) should, in the
first yoar, be substantially less than that-of the final year of the
previous Plan. But in actual practice, in mostcases, thefirstyear's
Plan is higher than the Plan outiay of the previous year and each
Union Ministry o State Government Depariment insists on getting
acomesponding increase intheir shares of that outlay also. In any
case, the systom in it intality does not have 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 ravenue expenditure of thae first
year of the new Plan. This is particularly true of programmaes
under Education, Family Welfare, Extension Schemes in
Agriculture, etc.

3.76 Fromthis analysis, we have come to the viewthat 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

* also. How much of that provision shouid 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 Pian) in

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

~ methodology adopted for applying the normative

expenditura component and not on the basis of a rough overall
percentage. In a fiscal exercise like ours, that type ot detalled
analysis is not possible nor is it necessary provided we ensure
adequate provision for total revenue expenditure.

3.80 Consistant with this perception, we have not provided
saparately for committed liabllity, but we ‘are providing (as
explained in “Chapter VI!} for reasonable growth in Plan
expenditure of boththe States and Centreoverthe comresponding
outlays, from the first year of the Eighth Pian onwards.

3.81 Before we conclude this Chapter, we would lke to
mention thal the Commission's Secretariat had prepared two
alternative sets of exercises to project the tax revenues and non-
Plan revenue expandituras over the period covered inour second
report. The details of thefirst exercise are available in Appendicas
4 and 5 of the repof. A separate exercise was also done o
estimate the tax revenues and the non-Plan expenditures of each
Stata in the traditional manner, For this exercise, the data forthe
base year {1989-80) was firmed up by applying to the actuals of
1586-87, duly claaned for non-recurring and abnormal tema, the
State-specific long term rates of growth and keeping fully in view -
the budget and the latest estimates for the year 1989-30 as
received from the States. The latgst developmaents which came to
our notice foliowing cur meeting withthe State Governments were
also taken into considaration in finalising the basa for 1989-80.
The projection fortha fiva-year period of our report was worked out
by giving the tax revenues (excepting Land Revenus) in the base
year (1989-90) an annual growth rate of 11.5 per cent. The non-
Plan revenue expenditure of the base year was stepped up by
pfojecting it at an annual rate of 7 per cent, except in the case of
Compensation and Assignment to local Bodies which was
increasad by 9 per cent. The final figures of raceipts and
expenditure resulting from both the sets of exercises for each
State are set out in Annexure 111.18.

3.82 The approach as detailed in Appendices 4 and 5 has
been attempted by the Finance Commission for the firsttime, The
inherent logic of this approach is inescapable. Finance
Commissions in the future may bring about further sophistication
and refinement in this exercise. As this exerciss is unique and ls
being attempted for the first time by the Finance Commission, we
have mada certain adjustments in the final estimates resulting
from this exercise. f would be seen ‘that the estimates flowing
from this exercise sither show higher surpluses or lower deficlt
thanthosa resulting from the alternative more traditional exercise
in the case of 10 of the 14 major States, sxcluding Madhya
Pradesh, Orissa, Rajasthan and Uttar Predesh. Thase
differences arise because of deviations of the trends 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 50per:

cent the net improvemant in the budget position shown by the
normative exercise. {Annexure lil.19).

383  Shri Justice A.S. Qureshi is of the view thalt. the
not
satisfactory. He has explained his view in the Note of Dissent.



CHAPTER IV

REASSESSMENT OF THE FORECAST OF THE CENTRAL GOVERNMENT

4.1 According to ourterms of reference, we have fo adopt a
normative approach in assassing ihe receipts and expendituraon
revenue account of the Centre and in doing so, keep in view its
special requiraments such as defence, sacurity, debt servicing
and other committed expenditure or liabilities. In making our
recommendations we are required to keep in view the objective of
not only balancing the revenua receipts and expenditure but also
generating surplusas for capital investmaent.

4.2 Wae had requested the Ministry of Finance to furnish the
forecast of receipts and expenditure of the Centre under the
revenuae account for 1990-95. The forecast sent to us assumed
1989-90 rates of taxation, tariffs, prices, emoluments and an
increase of 6 percent in GDP during 1990-95. As we thought
that it would be appropriate to reassess tha ravenua raceipts 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
Financa,

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

(Rs. Crore}

|. Revenue Recelpts 1989-90(BE) 1990-95
1. Tax Revenues 50875 337344
2. Non-tax Revenues 15831 84044
3. Total Revenue Receipts 66706 421388
ll. Non-Plan Revenue Expendlture

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
teatures. After excluding Railways, Postal and Telecommuni-
cation Services, tha non-Plan revenua axpanditure in 1989-90
(BE) is about 71 per cent of the total revenue receipts. As parthe
forecast, in 1994-95, the expenditure will riseto nearly 97 per cent
of total revenue receipts, The percentage of expenditure other
than major subsidies and interest payments goes up from about
35 per cent 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 wiltbe nearly 15 par cent 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 increasa 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 cant in 1989-90, By 1994-35
interest payments wilt be about 125 per cent of the total praceeds
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 expendiiure as per the
forecast, the Central Government will have to borrow not only for
- meeting its own Plan revenue expenditure and Plan grants fo
States but also for giving stalutory grants to States under Article
275 of the Constitution. In fact, according to the forecast, total
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non-Plan revenue surplus available in 1994-95 will be less than
the States' share of the mandatorily shareable Incoma Tax
receipts at current levels,

45 Wa have also attempted a preliminary exsrcise to
assessthe likely overall revanua deficit of the Centre based onthe
forecast and assuming the Finance Commission transfers o
States, Plan grants and Central Planon revenue account broadly
at current lavels. The revenue deficit for each of the years from
1990-91 1o 1994-95 emerges as foliows:

(Rs. Crora}
1989-90(BE) 1990-91 1991-92 1992-83 1583-84 1994-95
{-)7,012  (-)14,500 (-)17.,700 (-)21,700 (-)27.600 {-)33.900

4.6 1t is cbvious that with this order of revenue deficit in the
Central Budgst, the entire systam of budgeting and financial
management of the Caentral Government would face a crisis
situation during the Eighth Pian period. Itis equally ¢learthat 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. Thair response, broadly stated, was that the projections
ware basad on existing rates of taxation, current lavels of
expenditure commitments and assuming continuation of the
current policy positions. They agreed that the non-Plan surplus
should be significantly positive and added that the Centre had
already taken certain measures in this direction. The budget of
1989-90 reflacted lower revenue deficit as well as lower growth
rales of consumption expenditure of the Central Governmaent.
They also stated that any guidelines the Commission might
outline would be halpful to them in improving the position
turther.

4.7 Lt 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
whatsoaver. While wa do not want to set oo optimistic goals in
revenue collaction or expenditure cantrol, 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. I
this ware not to be done, the Commission could well terminate its
labours without analysing the forecast at all and conclude that
Cantral Governmant finances have moved beyond the possibility
of corrective action. Such aconclusion is certainly not warranted.
It is clear that the Central Govarnment is keen to start aprocess of
stabilisation of the budget, particularly the revenue account, asis
evident from the budget estimates of 1989-90. As pointed out by
the officials of the Ministry of Finance during the discussions, the
frend 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.

48 The objective criteria constituting our approach in
assessing the Centre's revenuse receipts and non-Plan revenue
expenditure are the following:



{) The Centre should set an example to the States;

(i The Centre should improve on its own past
performance;

(lify The price rise assumad (5 per cent) should be tully
capiured in tax buoyancy;

(lv) 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 reflact some further increase resulting from
better efficiency in taxation policy and administration;

(vi} General items of non-tax revenue receipts should, at
least partly, refiect general price rise which increasas
the cost of services renderad;

{vil) Increasein non-Plan revenue expenditureconsequant

on general prica 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 expendilure should be less than the
rate of growth in GDP. This would imply an overall
nominal rate of increase {real increase plus price rise
effact) of non-Plan revenue sxpenditure of around 9 per
cent per annum; and

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

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

Tax Revenue

4.9 Therevised forecast ofthe Ministry of Finance assumas
different growth rates for the Central taxes: 10.5 per cant and 10
per cent for Income Tax and Corporation Tax, respectively, {after
adjusting for surcharges levied in 1989-90), 8.3 per cent for
Union Excise Dutias, 12 per cant for Customs Duties and 4.8 per
cant for other taxes. The overall growth rate of tax revenuss 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
revenuas comasto 14.64 per cent. However, we are not adopting
thoserates in our projections as the price rise and rate of growth of
GDP assumed by us are different from those observed during the
past. Inour reassessment, the overall growth rate of tax revenue
works out 1o 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 aggregateto Rs. 3,70,014 crore, as against the
estimate of Rs. 3,37,344 crore supplied by the Ministry of
Financa.

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 transferred 1o the States from
income Tax and Union Excise Duties depend upon realised
coliections from these taxes. If these taxes are projected at high
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rates, which might not be realised, it would adverssly affect tha
revenue deficit States. We have kept this in view in our
roassessment of these two taxes. The reassessed figure of
Customs Dutias comes to Rs. 1,36,674 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 bythe 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 commarcial nature.

412 The Ministry of Finance has estimated the interest
receipts at Rs. 52,457 crore whareas our reassessmant is Rs.
57,214 crore. This is after providingfor 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 interast 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
improvemant in interest receipts.

4.13 Dividends from public sector.undertakings have been
projectad by assuming a normative rate of return of 6 per centon
investments in those undertakings. The outstanding investments
during the farecast period have bean projected at a rate of 5 per
cent per annum. Dividends from other invastments are assumed
to increase at 5 per cant over 1989-90(BE). On this basis, wa
reassessed dividend receipts at Rs. 13,257 crore as comparadto’
Rs. 7,626 crore in the farecast. The budgel estimate of dividends
for 1989-90 shows that the government is aware of the neead for
and the possibilty of increasing its receipts under this head. We
urge that this trend may be maintained and improved upon.
Governmant 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 governmant policy of administared prices or
the near manopoly status of these public sector enterptises, lfthat
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 appliedio  1989-90
(BE) of Rs. 4,354 crore.

415 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 ravenue receipts of the Central
Government during the period 1990-95 have been reassassed by
us at Rs. 4,66,502 crora. 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 par cent for
1990-91 over 1989-90. Growth rates ranging from 13.79 per cent
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 1974-75 to 1989-90. I the revenue
account of the Central budget is ever to be balanced at ail, the real
effort should come by way of effective control of non-Plan
expenditure. 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



in the budget estimates of 1989-90. The overall growth in non-
Pian revenue expenditure in 1988-90(BE) over 1988-89(RE) is
only 10.56 per cent. Our reassessment of non-Plan revenus
expenditure for 1990-95 gives a 9.75 per cent growth rate
{assuming a price rise of 5 per cent) which implies only a
reasonable acceleration of the process of correction attempted in
the 1989-90 budget estimates. The growth rates adopted by us in
respect of major items of revenue expaenditure may be viewed in
this background.

4.18 The Central Govemment's foracast of non-Plan
revenue expanditura on defence was besed on annual growth
rates ranging from 10.17 per cent to 10.22 per cent. We have
made our projections on a uniform annual step-up of 10 per cent
over 1989-90(BE).

4,19 The Ministty of Finance has placed the estimate of
interest payments at Rs. 1,51,255 crore. This is an item of
expanditura for which we consider that stringent norms should be
applied it a dent is to be made in the Centre’s revenue deficit. i an
annual step-up of 10 per cent is allowed over the 1989-90 budget
astimates of total capital expenditure adjusted for recovery of
loans (the approximate borrowing requirements), with the rate of
interest of 10 per cent 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
astimated by us during the forecast pariod and on the outstanding
interest-bearing kabilities 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 reassessmant we have provided an amount
of Rs. 1,23,880 crore towards interest paymenis assuming an
annual growth rate of 12 per centon the base lavel 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 io the Central
Plan, besides ensuring reasonableievels of disbursement of Plan
loans to States. Wa will revert 1o this aspect later in the report.

4.20 The Ministry of Finance has placed tha total estimate of
expinditure on subsidies on food, fertilisers and exports at Rs.
58,433 crore. The Ministry's forecast does not indicate the details
of expanditure on other subsidies. The Ministry's estimates forthe
major subsidies are based on different growth rates; 4.55 per cent
to 6.39 par cent for food, 4.10 per cent to 27.44 per cent for
fertilisers and 25 par cent for exports. We are quite consciousthat
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 underthis head. White
the legitimate expenditure needs under this head must be met,
one has to be careful that the tendency to overspend is contained.
This is essential to curtail the revenue deficit. In this background
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we hava applied a uniform annual growth 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 growth rate of 8 per cent.

4.21 Asthesubsidy commitmentonfertilizers is growingfast,
we faal that the retention pricing scheme as well as its working
should be subjected to a closa scrutiny. Asthey rely substantially
on subsidies from tha general taxpayers, the fertiliser companies
have aresponsibility to manage their operations and finances with
optimum &fficiency 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
necassary that the retention price should be based more on
norms rather than the present combination of norms and actuals,
particularly when centain tems 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 justification for adding to the ferilizer subsidies and
generating increased surpluses for certain public sector units
which have the benafit of administered prices substantially above
@conomic prices.

4.22 We have provided for an annualgrowthrate of 7 percent
for other non-Plan revenue expenditure. The total non-Plan
expanditure including this item but excluding interest and major
subsidies has been reassessed by us atRs. 1,486,013 crore as
against Rs. 1,65,3086 crora in the forecast. In cur projections we
have not inciuded 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 earfier
in Chapter Il

4.23 Onthe basis ofthe 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. Thisis
against Rs. 3,74,994 crore in the forecast of the Union
Government. Thus we are allowing non-Plan revenue
expenditure atthe lavel of about 85 per cent of whatthe Ministry of
Finance has indicated in its forecast. On the side of revenue
receipls our assessmant raises the Ministry’s astimate by only
10.7 per cent. Wa have deliberately moderated our
reassessment of the Cantre's forecast. This is bacause we know
that tha initial stages of correcting atrend that has been in vogue
for a long time will be extremely ditficult and we do not want io set
too high atarget 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-devolution revenue
surpius for the Eighth Plan period. A summary of our
reassesment of the Central Government's forecast is given in
Annexure V.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 recommendations
regarding the distribution betwean the Union and the States of the
net proceeds of taxaes which are to ba, or may be, divided between
them undaer Chapter | of Part Xl of the Constitution and the
allocation between the States of thair respective shares of such
proceeds. This Chapter also includes our recommendations on
two additional issues, namaly,

{D the principles on which the shares of the net proceeds of
Additional Duties of Excise in lieu of Sales Tax should ba
distributed among the States and their inter seshares
therefrom; and

(i) the principles which should govern the distribution
among the States of grants to ba made available to them
in fieu of the repealed Railway Passenger Fares Tax
Act, 1957, and a few related issues.

Income Tax
5.2 Under paragraph 3(a) of our terms of referenca we are
required to make recommaendation as to tha distribution of the net
proceeds of Incoma Tax between the Union and the States, the
allocation of shares among the States inter se and the
determination of the net proceeds atiributable to the Union
Territories.

5.3 Since the submission of our first report, we have had
further discussions with the States and have also takan into
consideration the additional submissions which some of the
States had made to us. Consequently the recommendations we
are making now are somewhat ditferent from those we had made
in our first report.

5.4 With the enactment of the Finance Act, 1989, the
extension of the Income Tax Act, 1961, 1o 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 alsc.

5.5 We have to prascriba the shares of the Union Territories
in the divisible pool of Income Tax undar Article 270(3) of the
Constitution. As regards the allocation of shares to Union
Territories, we propose to follow the sama procedure as we did in
the first raport, All the Unlon Territories would be treated
notionally together as one unit for the purpase of our scheme of
davolution and we prescribe the share of Union Teiritorias at
1.437 per cent.

5.6 Inourfirst report wa 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 the enlargement of
the States' share beyond the presant level of 85 parcent. We have
duly consldered the suggestions made by the State Governments
but we do not consider it necessary to increase the States’ share
beyond 85 per cent.

5.7 Among the criteria to be adopted for the distribution of
Income Tax among the States, we had assigned aweight of 10 per
cent to "'contribution’in cur 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 wa,
therefore, propose to retain the weight of 10 per cent to
‘contribution’. The relevant data relating to Income Tax
asgessments 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 Woe had given pronounced weight to the "distance” of
the per capita incoma of the State from that of the State with the
highest per caplta 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 1o retain "distance” as a factor
and assign to it a weight of 46 per cent. The per captta SDP data
which we are using relate to 1982-85 as in the first report but are
based on the naw revised SDP series which we hava obtained
fromthe Central Statistical Organisation. The per capita SDP data
are given in Annexure V.2. The methodology adopted for armiving
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. Alsothe data for the State of Goa
are available only for a few years. We have, therefore, chosan
Punjab which has the naxt highest per capita income for purposes
of measuring the "distance” factor. In order, howaver, 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” of three states, namely, Goa, Punjab and Maharashtra
and also the share of the Union Territories. The "distance" so
defived for each State is multiplied by the population of 1971, and
the products give tharelative shares of the States in the devolution
portion {45%) assigned to the factor of "distance®,

5.8 Population as a factor for the distribution of taxes has
been given differant weights by successive Finance
Commissions. The previous Finance Commission assigned 22.5
per cent weight to this factor in the distribution of the share.
Population is considered to be a significant determinant of the
needs of tha people. However, since populationis used as ascale
factor in applying the “distance” and the “invarse of per capita
incoma™ 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 cent of the 90 per cant) in the
devolution of Income Tax would remain unchanged.

5.10 Inourfirst raport we had assigned a weight of 11.25 per
cant fo 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 repor, we had said that the consensus in the
Commission was "that tha 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 weli-
being or otherwise among the majority of population of the
States™. We had also taken note of the argument adduced by
somae.that if a criterion in addition to per capita income and
population shouid be used, it should be some othar appropriate
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indicator of backwardness and not the relative number of poor
peoplein a State. Asindicated inthe first report, we had adialogue
with the Stale 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
paverly line in the devolution formula, They fely that State-wise
data on the number of poor psople below the poverty line wera not
statistically reliable. The argument was also advanced that the
methodology of measurement was not conceptually sound
because it had assumed the same amount of calorie requirement
in all places ragardless of terrain and climate and had aiso ignored
price differantials. 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 critarion of pecple below the poverty
fine in the devolution formula, we have decided to drop it
Howaver, in order to supplemant the use of per capita SDP, we
have evolved a composite index of backwardness basad on more
sturdy data. The composite index of backwardness evolved by us
comprises a combination of two indices, namely, poplulation of
Scheduled Castes and Scheduied Tribes and the number of
agricultural labourers in different States, as revealed in the
cansus for 1981, We feel that these two indicators would sarva to
reflect poverty and backwardness in large measure. An additional
reason for adopting this criterion in the formuta of devolution is to
raduce the very high weight given to the factor of population,
directly and indirectly. Wae 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, therafore, the figuras have been derived by
taking the 1971 data and by applying thereto the past growth rates
of population. To this new criterion the data relating to which are
shown in Annexures V.3A and V.3B we assign a weight of 11.25
per cent.

5.11 We propose to retain the weight of 11,25 per centto the
factor of inverse of per capita income multiplied by the population
of the State for 1971.

5.12 Tosum up, we recommend that the shareabla procaeds
of Income Tax be distributed among the States in the following
manner :-

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

{il 45 per cent on the basis of "distanca” of the per capita
income of a State from that of the State with the highest
per capita income multiplied by the 1971 population of
the State concerned as indicated in paragraph 5.8,

{lil} 22.5 parcentonthe basis of the population of the State
in 1971.

(v} 11.25 per cent on the basis of a composite index of
backwardnass compiled by us.

{v) 11.25 per cant on the basis of the inverse of per capita
income multiplied by the population of the State in
1871,

5.13 To conclude, wa recommand that for the period 1990-
91 to 1994-95 :-

(a) 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
Territorias;

{b) the share of net Income Tax proceaeds assigned o the
States should be 85 per cent; and

{¢} thedistribution among the States of the share assigned
1o each of them in each financial year should be on the
basis of the parcentages shown in the table below :-
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Share of States from Income Tax:1990-91 To 1994-95

States Percentage share
1.  Andhra Pradech B.208
2.  Arunachal Pradesh 0.073
3. Assam 2631
4. Bihar 12.418
5. Goa 0.110
6. Gujarat 4.550
7. Haryana 1.244
8. Himachal Pradesh 0.595
9. Jammu and Kashmir 0,695
10. Kamataka 4828
11. Kerala 3.729
12. Madhya Pradesh 8.185
13. Maharashtra 8.191
14. Manipur 0.171
15. Meghalaya 0.208
16, Mizoram 0.073
17. Nagaland 0.096
18. Orissa 4.326
19. Punjab 1.706
20. Rajasthan 4.836
21. Sikkim 0.030
22. Tamil Nadu 7.831
23. Tripura 0.303
24. Uttar Pradesh 16.787
25. West Bengal 7.976

Total 100,000

5.14 ShriJustice A.S. Qurashi, Member, does not agree with
the sharing of the proceeds of Incoma Tax as outlined above. Ha 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 bean given separately in his note of
dissent.

Distribution of Additional Excise Dutles in lieu 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 paragraph 5(a) of ourterms of
reference. We had discussed at length in our first report the
recommendations of the previous Finance Commissions and the
points made to us by the ditferent 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 refiable data of State-wise
consumption 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 werae discrepancies
between tha description of the articles on which Additional Excise
Duties were laviable 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 specified items. The
data from the 43rd round wera not available in time for our use.
The search for the figures of consumption led us to other sourcas
as well, We enquired from the Textile Committee under the
Ministry of Textiles whether they could supply usthe 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 the
South India Textile Research Association, the Bombay Textile
Research Association and the Ahmedabad 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 nature of the product.

5.16 The Governmaent of India does not compile State-wise
consumption data in respect of sugar. Only the despatch figures
of sugarto 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 abvicus reason that while
inter-State movement of levy sugar is banned, there is no such
rastriction in respect of sugar meant for free sale. Morecver, we
cannot ignore the fact thatthe markets of one State often serve the
requirements of people in other States. The figures of despatch 1o
a State do not necessarily represent the levels of consumption in
that State. We also considered whether our purpose could be
served by the data of production of these three commadity groups
inthe 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 cannotbe taken to
indicate consumption therain, it would be unfairto the consuming
States with little or no production if we use praduction data.

5,17 This leaves us in no bettar 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 inthe net proceeds
of Additional 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 population is concerned, we are making a
departure from our first report. Earlier we had adopted the 1971
population for calkculating the shares of the States, We have re-
considered at length whether for calculating the shares of the
States in the net proceads of Additional Duties of Excise, the 1971
or the 1981 census figures of population shouid ba used.
Paragraph 8 of the terms of reference, no doubt, lays down that
this Commission should adopt the population of 1971 in all cases
where population is regarded as a factor for determination of
devolution of taxes and duties and grants-in-aid. But the question
is whether distribution of Additional Duties of Excise is raally
devolution or grant.

5.19 The fact that the proceeds of Additional Excise Duties
are distributed only in pursuance of a tax rental arrangement
between the Centre and the Statas (which has its origin in the
Nationa! Development Council meeting of 1956) would clearly
imply that this distribution cannot be treated as devolution or
grant-in-aid in the sense that these terms are normally
understood. The tarms of reference would, therefore, not bind us
te use the 1971 population for computing the States' shara of
Additional 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 alongwith SDP, we
consider it as only logical that any criterion which links the sharas
of the States nearest to the consumption of the relevant items in
the individual States should be preterred. Viewed from this angle,
ona would be justitied in calculating the shares even on the basis
of the projected papulation of each year of the period of our report.
Howaever, we feft 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 Additional Duties of Excise. We have, therefore, used
the New Series of comparable estimates of SDP averaged for
three years 1982-83 to 1984-85, alongwith 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 Forworking outtheir shars, tha Union Territeries should
be treated notionally as ons unit and the share determined on the
same basis as applicablé to the States. The share of the Union
Territories which amounts to 1.903 per cent should be retained by
the Ceantral Government. The balance would ba distributed
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amongthe States in each year in accordance with the percentage
shares given in the table below:

Share of States from Additlonal Excise Dutles 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 2743
4. Bihar 8.7
5. Goa 0.228
6.  Gujarat 5.905
7.  Haryana 2317
8.  Himacha! Pradesh 0.621
9. Jammu and Kashmir 0.929
10. Kamataka 5.865
11. Kerala 3.723
12. Madhya Pradesh 7.164
13. Maharashtra 11.886
14.  Manipur 0.213
15. Meaghalaya 0.150
16. Mizoram 0.068
17.  Nagaland 0.120
18. Orissa 3.486
18.  Punjab 3.533
20. Rajasthan 4.689
21. Sikkim 0.052
22.  Tamil Nadu 7.064
23. Trpura 0.278
24. Uttar Pradesh 14.657
25. West Bengal 8.165
Total 100.000

Grant in lieu of Tax on Railway Passenger Fares

5.21 Tax on Railway Passenger Fares is ons of the items
mentioned in Article 269 of the Constitution. In terms of paragraph
5(b) of ourterms of refarence we are requiredto suggest changes,
if any, inthe principtes governingthe distribution of the grant in lieu
of the tax under the repealed Railway Passanger Fares Tax Act,
18567.

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 baen given in out first report. Briefly, the tax
which was firstimposed in 1957 was repealed in 1961. In fact, the
1ax was merged with the basic fare and the grant was intreduced
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 sarlier Finance
Commissions distributed the grants have been summarisad and
examined in our first raport. 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. That
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 material. In our first report, we found the logic
adopted by the Seventh and the Eighth Commissions to be sound.
We sea no reason to change our view.

5.24 Qurterms of refarance do not directly enjoin upon us o
make any recommendation about the quantum of the grant. We
are of the view that it would nol be particularty 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 shouid be 10.7 par cent of
the non-suburban railway passenger earnings (bacause this was
the incidence when the tax was in force) and that this proportidn
should be maintained in sach 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 tha grant bayond its current size of Rs.
95 crore annually would put their developmental efforts in
jeopardy. They have again drawn our atféhtionto tha fact that they
are subslidising not only passenger traffic but alsa freight traffic. In
a communication sent to us for our sacond repon, they have
stated that the 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 tarft on low-rated
commeodities. Their case is that Railway receipts should not be
freated on par with Central Government’s general tax revenues,
part of which devolves on the States. The Railways have to find
adequate resourcas to provide a modern and efficient transport
infrastructure to meset 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
quastion of the size of the grant. Having said this, we have
examined it on the basis of Railways’ accounts, balance-sheet
and budget documents. We have come te the conclusion that the
Railways cannot bearthe burden of 10.7 per cent incidence of the
grant on non-suburban passenger fares without their finances
and performance being sericusly 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 crore. Considaring all
aspacts of the matter and the interest of the States as well as of the

.Railways, we feel that it would be reasonable and fair 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, Shr Justice A.S. Qureshi, Member, feels that the fair
and equitable approach to the matter was o fully compensate the
States for the loss as though there was no repeal of the Act. The
Railway Passenger Fares Tax when inforce amounted to 10.7 per
cant of Railways' non-suburban passenger fare earning and grant
equivalent to this be paid to the States in each of the years 1990-
95. Sinca the incidence of this amount would be around 3 per cent
of Railways'total revenues from goods and passenger aarnings,
he feelsthat it could be borne by the Railways instead of any
part of it being made up from the General Revanues of the Union
Government as in the past. Ha also feels that the abolition of the
tax without the consent of the States was not a correct step. Dr.
Raja J. Cheiliah, Member, is of the view that the case for
increasing the grant in Yieu of the repealed Railway Passenger
Fares Tax is implicitly based on the earlier approach to the
devolution of taxes whaeraby the principles of distribution were
dstarmined on the basis of criteria, all of which were independent
of the assessments of the State Governmenis’ revanues and
expenditures. Under the new approach that this Commission has
initiated, devolution and grants-in-aid have to be linked to the
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‘normatively assessed budgetary positions of the different States. |

This has required some reduction in the relativa weight of
devolution based on independent criteria. This being so, if more is
given by way of grant in lieu of Railway Passenger Fares Tax,
correspondingly less might have to be givan by way of other
shareable taxes. The States as a whole would not gain while the
Railways might be put to difficulty. Furthermore, if the amount of
the above grantis 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 ara aware that in recent years the Railways have
shown good performance in the field of freight tratfic, wagon
utilization, traffic density, track renewals, railway electrification,
atc. Their inventory turn-over ratio and energy consumption have
also shown favourable trends. Even then, we cannct 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 wastaful

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

5.28 in our first report, we had alsc considered the
suggestions of the States regarding the principles of distribution of
the grart. In that report, following the recommendations of the
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 eamings
from traffic originating in each State. We consider that the logic of
our recommandation in the first report was sound and hence we
do not find any reason to deviate from it in our second report.

5.20 We have obtained from the Ministry of Railways the
latest actuals of non-suburban passenger eamnings in respect of
each State for the period 1984-85 to 1987-88, excapt for Mizoram
which does not have a railway line or an out agency {(Annexure
V.6).

5.30 Summing up, we reccmmend as below -

{) The quantum of the giant in lieu of Railway Passenger
Fares Tax for 1990-95 should be Rs. 150 crore
annually.

(i) The shares of the States in the grant in lieu of the

repealed Tax on Railway Passenger Faresbe allocated
in the same proportion as the average of the non-
suburban passenger eamings in each State in the years
1984-85 to 1987-88 bears 1o 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 wouid be as follows:-

Share of States from the Gram in lieu of Tax on
Raliway Passenger Fares: 1990-91 to 1994-95

States Parcentage Share
1.  Andhra Pradesh 7.484
2.  Arunachal Pradesh 0.008
3.  Assam 1.509
4, Bihar 8.266
5 Goa 0133
6. Gujarat 517
7. Haryana 1.637
8. Himachal Pradesh 0.098
9.  Jammu and Kashmir 0.520
10. Kamataka az2Nn
11. Kerala 3562
12. Madhya Pradash 6.061
13. Maharashtra 22834
14, Manipur 0.013
15. Meghalaya 0.040
18. Mizoram -
17. Nagaland 0.165
18. Orissa 1.614
19. Punjab 3110
20. Rajasthan 4579
21,  Sikkim 0.004
22. Tamil Nadu 8.893
23. Trpura 0.042
24, Uttar Pradash 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



procesds, as required under paragraph 3(a) of our terms of
reterence.

5.32 Qver the years, Finance Commissions have
increasingly depended on Union Excise Duties in meaeting the
revenue needs of the States. This is inspite of the fact that Excise
Duties are not compulsorily shareable under the Constitution. The
modalities of sharing Union Excise Duties have, however, vaned.
The details ware given in our first repori. it alsa 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 baaring 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 devalution 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 Spacial Excise Duties but exclude
duties collected under the Additional Duties of Excise (Textiles
and Textile Articles) Act, 1978, and the aarmarked cesses.

5.34 Inourfirstreport, 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 from this in that we propose to
distribute the entire amount of 45 per cent as a consolidated
amount without dividing it into two components of 40 per cent 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 IATP at the levels of 25 per cent and 12.5 per cant,
respectively, we ara reducing the weight for "distance"from 50 per
cent to 33.5 per cent. In view of the poor quality of available data
and for the reasons stated in paragraph 5.10, we are doing away
with the poverty ratio. As inthe case of the formula for devolution
of Income Tax, 125 per cent weight is being given fo
backwardness in place of poverty ratio. Onthese criteria 83.5 per
cent of the State's share of Union Excise Duties is aliocated
among all the States. In our first report, we had adopted the
approach of the Eighth Finance Commission that the scheme of
devolution shoukd, inter alia, take account of the revenue deficits
of the States. On this basis § 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 ravenue
receipts and expenditure has much wider coverage than what
was adopied by the earlier Commissions. As pointed out in
Chapter Il, under a scheme of normative assessment it is only
equitable that the resultant deficits are also considered in the
broad scheme of devolution itself. This can be ensured, more
appropriately, while formulating the scheme of sharing of Unicn
Excisa Dutias, which is discretionary uniike.Income Tax, under
the Constitution. On this basis the remaining net proceeds of 16.5
pet cont will be distributed among the States which will have a
non-Plan revanue 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 aisothe grantsinliesuofthe
repealed Tax on Railway Passenger Fares. Distribution shouldbe
done on the basis of the proportion of deficit of each State to the
total of all States' deficits worked out by us.

5.38 Accordingly, we recommend that the distnbution
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:-
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() 25 per cent should be distributed among the States on

the basis of 1971 population,
(il 12.5percenishould bedistributed amongthe Stateson
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 Serias for the triennium
1982-83 to 1984-85 . The share of a State is 1o 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.

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

(1)

(v} 33.5 per cent should be distributed on the basis of
“distance™ of par capita income (New Serias) of a State
during the triennium 1982-83 to 1984-85from that of the
State having the highest per capitaincome, i.e., Punjab,
as indicated in paragraph 5.8, multiplied by its 1971

population,

{v) The remaining 165 per cenl 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 lisu
of Sales Tax and the grantin lieu of the repealed Taxon
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 sach State as worked 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 Exclise Dutles:
1990-91 to 1994-95

. States Percentage share

1.  Andhra Pradesh 7170
2. Anunachal Pradash 0.897
3. Assam 3810
4, Bihar 11.028
5. Goa 0.523
6. Gujarat 3.183
7. Haryana 1.009
8.  Himachal Pradesh 1.943
9. Jammu and Kashmir 3548
10. Kamataka 4.104
11. Kerala 3.087
12, Madhya Pradesh 7.224
13. Maharashira 5.185
14.  Manipur 1.174
15. Meghalaya 0.891
18.  Mizoram 1.109
17.  Nagaland 1.348
18. Orissa 5.358
19.  Punjab 1.362
20. Rajasthan 5524
21, Sikkim 0.260
22.  Tamil Nadu 6.379
23.  Tripura 1.556
24. Uttar Pradesh 15.638
25. Wast Bengal €.600

Total 100.000




CHAPTER VI

FINANCING OF RELIEF EXPENDITURE

6.1 Paragraph 9 of the President's Order requires us to
review the policy and arrangements in regard to the financing of
relief expanditure by the States affected by natural calamities. We
have been called upon to suggest appropriate modifications in
the existing arrangements, having regard, among othar
considerations, to the need for avoidance of wasteful expenditure.
The Prasident’'s Order also requires us to examine the feasibility
of establishing a national insurance fund to which the State
Governments may contribute a percentage of their revenue
receipts. The mandate is much wider thanin the past. Pending
the detailed examination of all the inter-refated matters we had
recommended inourfirst report the extension of the scheme of the
Elghth Financa 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
refief expenditure are, by and large, based on the observations
and recommendations of the successive Finance Commissions.
All the Finance Commissions from the Second Commission
onwards have accepted the concept of margin money which is
buikt into the expenditure forecast of each State. The Seventh
Finance Commission, for the first time, made a distinction
betwesen differant calamities. It distinguished droughts from
floods, cyclones and earthquakes. The distinction was made on
the grounds of differences in the nature of the calamily and the
consequent difference in the measures required for refief of
distress. That Commission recognised the fact that the necessity
for relief in the event of fipods,cyclones and earthquakes was
immediate and the needed action coukd brook neo 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 fiood destroys, drought
offers the opportunity of creating productive assets for the
community through relief works, provided a shelf of development
projects to be executed at the local level is kept prepared in
advance. There is no loss of immovable property in drought even
though there is considerable loss of production of food and fodder.
Drought leads to eroslon of employment and wages, migration of
cattie, distress sales, malnutrition and serious diminution in the
availability of drinking water. As against this, when floods,
cyciones or earthquakes occur, there is loss of both human and
cattie 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 certain cases - but quite
often, the next crop, invigorated by the deposit of fresh silt, is
healthy and luxuriamt. The Eigth Finance Commission
considereded the damage caused by fire as well to be treated on
the same footing a= *oods, cyclonas and earthquakes.

8.3, The pattem of funding of the relief expenditure has been
evoived ovarthe 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 naiure)
booked over the years under the heads accommodating the relief
expendiure. The Seventh Finance Commission, while fixing the
margin money, took inlo consideration the fact that the
axpenditure on public works damaged by a natural calamity
constituted a heavy burden on the finances of the States and,
therefore, & included an element on this account too in the margin
money. The expenditure on relief employment, however, was
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kept outside the purviaw of margin money. That Commission also
improved by 15 parcant the average cak:ulated for 9 years(1969-
70 to 1977-78) to allow for the increase in price levels. The
Seventh Commission stipulated that in the event of drought, the
axpenditure, over and above the margin money, should be met by
the State out of the contribution from its Plan outlay. Nermally,
such a contribution was not supposed to exceed 5 per cent of the
annual Plan outiay of the State. This contribution by the State was
o be covered by release of "advance Plan assistance” by the
Government of India adjustable within five years following the end
of tha drought. The assistance was released in the form of 70 per
centloan and 30 per cant grantte all non Special Category States,
Assam and Jammu and Kashmir and 10 per cent loan and 90 per
cent grant to Special Category States excluding Assam and
Jammu and Kashmir. In those cases, howevsr, where the
drought was so severe that the expenditure coukd not be restricted
to 5 percent of the annual Plan of the States, the Seventh Finance
Commission recommendéd that the expenditure should be takan
as an indication of the spacial severity of the calamity which would
justify the Central Government assisting the State tothe full extent
of the extra expenditure. This exira assistance was to be made
available by the Central Government on more liberai terms i.a.,
half as grant and half as loan. As regards expenditura in excess of
margin monay onrepairs and restoration of public works following
floods, cyclones and earthquakes, the Cantral 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 axtent of 75 per
cent of the total approved celling of axpenditure in excess of the
mamin money. The remaining 25 per cent was to be borna by the
State. The Seventh Finance Commission had also observed that
where a calamity was of “rare severity", the Central Government
could extend assistance to the States concemed evénbeyondthe
schemes suggested by the Commission.

6.4. The Eighth Finance Commission recommanded the
continuance of the scheme suggested 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 telief expenditure and
expendilure on repairs' and resteration of public assets. The
expanditure on relief employment was disallowed, except to the
extent where additional staff was specifically recruited for the
purposa of relief operations. :

6.5. Letus nowexamine the viewsof the Statesinthe matter.
Almost all the States felt that there were deficiencies in the
presant arrangements and pointed out the operational problems
that the scheme gave rise to. Uttar Pradesh, Madhya Pradesh,
Maharashtra, Manipur etc., would like the 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 bome 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 obvicusly cuts into the size of the Pian for
subsequent years and poses problems of inter-sectoral
adjustments. The States, therefcre, by and large, do not relishthe
linkage of relief expenditure to the adjustiment from Plan
assistance which eventually reduces the size of the Pian. In their
view, the entire expenditure should be met by the Central
Governmant 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 nomms for
different items of expenditure on drought and flood relief. A
number of suggestions have bean made for increasing the lavel of
expenditure. Bihar, Gujarat and Maharashtra have suggested
increase in the quantum of cash doles given to the aged and the
handicapped. her 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 afree
hand in incurring expenditure on heads atherthan those approved
by the Central teams with the stipulation that the total ceiling
should not be exceeded. They have also suggested thatthe loans
advanced by the Centre for financing the reliet expenditura in the
past and remaining outstanding should be written oft,

6.6. The States have also referrad to the current procedure
for sanction of relief assistance by the Government of India
which,according to them, is somewhat cumbersome and time
consuming. in actual practice considerable time is taken before

final indication is received about the quantum of assistance

availablefromthe Governmentof India. States ar%ua thatthey are
handicapped by the fact that they do not know at all as to why their
claims for Central assistance are disallowed and why the size of
the assistance is drastically curtailed relative to the demand put
forth by them. The Central teams constituted at short notice and
comprising officers drawn from differant disciplines are said to
have no effective means of checking tha data personally and their
recommendations which are usually endorsad by the High Level
Committee on Relief are based mostly on impressions gathered
during brief vigits to some sites.

6.7. Wefeslthatthe present system in which any assistance
in excess of the margin money is made conditional on the
assessment of the Central team carried out at short notice would
kead, by its very nature, to dissatification 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, thera could be substantial
underassessment of the damage to ba compenstated for. We
must therefore, look for an alternative systam.

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 gave careful thought to the pros and cons of the
setting up of such afund. It recognised the fact 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
having political implications. In the event of a wide-spread natural
calamity the Central Government would come under strong

ssure to go all out and provide assistance to the affected State.

n such a situation,the availability 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
sametime, the States would view the assistance from the national
fund as legitimately dua to them, at least, to the extent of their
contribution. There was thus a risk of the fund being depleted
eveninthe narmal years, while in years of adversit{‘, 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 individuat States 1o the
fund would pose conceptual and E'ractical problems. Noformula,
however carefully designed, would be acknowledged as fair by all
the States. Some of the States wouid be called upon to contribute
appreciably more 1o the pool than they were ever likely to draw
from it. The question of States' contribution to the fund - the
Commission felt - might become yet another iritant in Centre-
State relations. The Sixth Finance Commission, therefore, came
to the conclusion that the establishment of such a national fund
was neither feasible nor desirable.

6.9. The feasibility of establishing a national insurance fund

1o which States may contribute a percantage of their revenue
receipts has also been referred to us under the Prasident's Order.
In this connection we had discussions with the Life Insurance
Corporation of Ihdia({LIC) and the General Insurance Corporation
of India (GIC). These institutions operate a number of schemes
which cover, wholly or partly, some of the tems for which relief la
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provided. Bath LIC and GIC were asked to axamine the possibility
of formulating a comprshensive umbrella schema which could
cover the whole range of natural calamities for which relief is
currantly admissible. The LIC indicated that it would ba possible
for them 10 cover only one item viz., ex-gratia payment 1o a
bareaved family under the insurance scheme. It further
mentioned that due to cerain legal constraints it would not be

ssible for it to cover death attributable only to natural calamity.
Re insurance cover would include deaths ascribable to other
factors as well. The insurance cover could ba had underthegroup
insurance scheme of the LIC covering groups of parsons taken
together under one master paolicy. k further stated that since a
natural calamity might affect many categories of people in many
geographical locations of the country, the only effective way was
to cover the antire population of India within the age groupof 18-
60years for an assured sum of Rs.1000 per parson. Tha premium
on such an insurance was tentatively estimated 1o 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 expendilure of Rs.84.5 lakhs
incurred by the States for the loss of life during any one year of the
last five years. The pr al submitted by LIC was beset with
other limitations as well. The scheme, by and large, covered only
the principal bread-winner of the family and the population below
18 years and above 60 years was outside ts purview. The LIC
wouki also not ba in a position to operate even a limited scheme of
this nature entirely on its own strength. It would call for heavy
dependence on the administrative machinery of the State without
which the sattlement of the claims was likely to get inordinate
delayed. We felttharefore, that the proposal submitied by LI
was unlikely to meet the purpose which we had in mind.

6.10. The General Insurance Corporation of India (GIC? also
operates its businass of general insuranca on the principles of
insurable interest and ingemnity. Mast of the items for which
assistance is now being provided by the States do not lend
themselves to the concept of ganeral insurance as transacted by
the GIC. Only a few of the ftams fall under the categories now
being insured by the GIC. I was found that the items which the
GIC was prepared to insure did not account for even 20 per cent of
the total ceilings of expenditure approved for ralief during the five
noarporiod 1982-87. Inany case, boththe LIC and the GIC do not

ave field organisations of their own down to the block and village
levels which could take up the task of assessing dosses and
dam;gos resulting from natural calamities. The insurance cover
proviced by them is alsc of a limited nature and the bulk of the
tems on which relief is being given today fall outside thair
purview.The LIC and GIC have further averred that given the
magnitude of tha problem, they couid cperate any such scheme,
like the Crop Insurance Scheme, net as insurance bodies but as
agents of the Government. In othar words, government would
have 1o provide budgatary support 10 meet any gap between the
premium collected and claims paid. We found it difficult to evolve
an appropriate insurance scheme which coulkd ba operated
independently of tha government. The formulation of an
insurance scheme 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 within each State. There would be serious
imponderables in working out the premium rates and getting the
same accepled by all the States,

6.11. The source of calamity, by its very nature and
magnitude, would pose problems which no agency, outside
government, can tackle exclusively and in ful measure. The
process of assassing the loss by an external agency is bound to
ba a lot more complicated and tima-consuming. It would largely
defeat the purpose of providing timely succour to the people
stricken by calamity. Besides, the greatest sulferers In a natural
calamity are the poor and the have-nots at the bottom of the social
and economic pyramid who have precious little 1o insure. Apan
from this, it must be rememberad that in the case of floods and
cyciones, much of the damage is caused to public assets such as
roads, embankmaents, bridges and government buildings, The
States have to be helped to rebuild them. This liability o rebuild
cannot easily be measured as an insurable risk, particularly when
the physical conditions and the sources of risk vary vastly ag
between States. It would, therefore, seem that the concept of an
insurance fund for disaster relief is not a viable one and a scheme



based on the insurance concept will run into sericus practial
problems.

6.12. Ris not possible to run away from the basicfactthat the
primary responsibility for providing relief to the persons affected
by natural calamities is that of the government. No corporate body
or agency independent of government can ever cope with the
multitude of problems left by a natural calamity in its trall. The
execution of the relief programme, therefore, cannot be delinked
trom governmental responsibility.

6.13. We, therefore, share the misgivings expressed by the
Sixth Finance Commissgion in full measure. The majority of the
States have also opposed the setting up of such a fund. Having
heard the States and after having given serious thought to the
entire gamut of inter-related issues we also feel that the
establishment of a national insurance fund is not feasible.

6.14. Htis seen that in the last ten years (1979 to 1989) the
total of ceilings of expenditure allowed on relief on account of
natural caiamities comas to Rs. 7930 crore.  While there has
been a continuous increase in the ceilings of expenditure on
account of relief, it is seen that no asset of any significance 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 aliow for
expenditure on material components or for employmaent of skilled
stafl to guide the unskilled workers who could create durable
assets. Kt 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 for the restoraticn
of the assets. No purpose was served by such assistance. The
Commission feels that it would have been a more constructive
approach if this money had been given as seed money to enable
individuals or a group of people to get help from financial
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 recommendations on the
financing of relief expenditure and suggesting a suitable schema,
wo must keep in view certain basic considerations to ensure the
success and viability of the scheme. The first concernstha lavel of
assistance to be provided for. An analysis of the operation of the
scheme during the recommendation period of the Eighth Finance
Commission would clearly show that the ceiling for the margin
money prescribed by tha Eighth Commission proved 1o be quite
inadequate for the levels of relief expenditure sanctionad by the

Central Government in each year of the recommendation pericd.

The total ceilings of expanditure approved by the Government of
india during the five-year period 1984-89 were Rs.512.89,
Rs.1006.32, Rs.1023.89, Rs.1658.92"and Rs.1084.29 crore,
respactively, againstthe annual margin money of R8.240.75 crore
fixed by the Eighth Commission. This large difference between
the margin money fixed and the actual celings of expenditure was
due fothe fact thatthe margin money was calculated excluding the
expenditure incurred by the States on items of plan nature for
which advance Plan assistance was given, whereas the actual
ceilings of expenditure included also advance Plan assistance
consisting of both grants and leans. The expenditure level
alliewed should be calculated in such a manner as to reflect the
current realities as ciosely as possible. Second, the present
system of assessment of the damage and the mechaniam of
giving Central assistance leads to delay in extending help and
succour to the people affected by the natural calamities which
should be avoided. Quickness of response shoukd be a basic
feature of the scheme. Third, we must take note of the fact that,
quite often, the catalogue of demands presented by the States is
inflated in character presumably under the impression that the
claim, regardiess of how realistically t has been formulated,
would, in any case, be cut down heavily by the Govermnment of
India. The compuisions of public opinion inthe State may alsc lead
fo such demands so that the State Governments could avoid
being criticised for alleged underestimation of relief requirements.
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Any schema of financing the relief expenditure, therefore, should
contain a built-in mechanism to discourage such claims which are
either not necessary or not fully supported by facts, Fourth, the
scheme should be 30 designed as to ensure against profligacy
and wastefuiness. As observed by the previous Commissions,
the big increase in expenditure interms of approved ceilings from
As.49.88 crore in 1974-75 to Rs. 1084.29 crore in 1988-89 cannot
be aexplained purely in terms of the growing severity of natural
calamities. True, the environmental degradation, deforestation,
climatic changes as a consequence of the greenhouse effect,
rapid population growth forcing settlement and cultivation of
marginal lands inthe river beds and storm water channels have
all contributed to the phencmenal 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 of the economy. The schemae should aim at providing
incentives for economy in expenditure. Fifth, the States should be
able fo take care of the problems and expenses caused by the
occurrence 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
axpanditure 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 amrangement 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 wherewithalto
carry out the same. Once this is done, the States would be
expected to follow the path of self-reliance and would not have to
look up to the Cantre. This would also be in conformity with the
views of previous Commissions and the constiiutional 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 teaams, etc. by a scheme which is
qualttatively different in the sense that generous funds are placed
at the disposal of the States and they are sxpacted to look after
themsaelves in almost all situations. We have takenthe average of
actual ceiling of axpenditure approved during the last ten years
ending in 1988-80 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 the States,
taken together, works out to Rs.804 crore.  We, therefore,
recommend that atotal of Rs. 804 crore should be available sach
year to States asfunds earmarked for relief on account of natural
calamtties. 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 ten years
whichinclude margin money, advance Plan assistance (grant and
loan), special Centrai assistance (50:50 loan and grant) for relief
of natural calamities and the State’s own share of 25 par cent in
flocd relief. The Centre will be required to pay 75 per cent ( Rs.
803 crore) to a Calamity Relief Fund for all the States together for
aach year of the five year period covered by our report. The
Statewisae shares are shown in Annexure VI.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 cther features of the
scheme would be as under:

{l) A Calamity Relief Fund should be constituted for each
state with the amount allocated to the State. This fund
would have an existence separate from the general
revenues of the State and contributions 1o this fund
wouki be made by the Centre and the State concerned in
the course of the. year in equal quartery instalments.
The fund will be kept in a nationalised bank and
administered by a Committee.

Contribution to the fund wouki be made by the
Governmeant of india to the extant of 75 per cent in the
form  of non-Plan grant. The balance ol 25 per cent

an






CHAFTER VIi

GRANTS - IN~- AID

7.1 Article 280 of the Conetliution lays down that i shall ba
the duty of the Finance Commisalon to make recommendations
as to the principles which shouid govern the grants-In-aid of the
revenuas of the Stules out of the ' Fund of India. In
responding io this mandsie, the first task of the Commisslcn Is to
assess the dimenaions of the wid required by each State to
supplamant He revenues inchuding ite share In shareable Cantral
taxas. v

7.2 In Chapter Hi, we have narated in some daail the
mannef in which the Sistes’ non-Pian revenue receipts and non-
Plan ravanua sapenditures for the period betwesn 1.4,.1990 and
31.3.1895 have been assessed. In Chapler V. we have
formulated our recommendations regarding davoiution of shares
of Canirpl taxes 0 S1ses and amongst States. The non-Plan
revenua account position of States for the period 1980-85
ematging from thaso two exercises is summarised in Table 1.

TABLE 1
Net Non-Plan Revenue Surplus{+yDefici(-) : 1990-95
(Rs. Crore)

Nal Non-Plan  Net Non-Plan Nst Non-Plan

Ravenue Revanua Surplus  Ravenue
Position Ahwer Dovelution  DaficitAfier
Without Of Taxgs And Dewvolution
Devolition Duties Of Taxes And
Of Taxea : Dutiea
Staiee And Duties
1. Andhrg Pradesh {-) 2286.25 428022
2. Arunachal .
Pragesh {-) 827.39 502.79
3. Amsam { 3820.80 880,32
4. Bhwr -} TO9E .38 O57R.18
5 Goa (*; 505.12 166.58
7 Ray NiEee Rk
. +, E 1
8. Himachal
Pracesh {-} 178252 522.09
5. Jammu and
Kashmir -} 3300 44 1083.12
10. Kamataka {+) 708.77 4870.79
}; Kerala <) 2018 .81 2.2
" Pradesh -) 5308,50 122798
13. Maharashira {3} 5459.20 11525.56
e, el %
. [ ~ . .
18, Mizoram 211017.25 ann
17. Nagaland 3- 1240.55 458.67
18. Crigsa -} 4792.20 526.48
19. Punjab 3 114,77 140045
gy L
. m - )
22, Tamil N 171212 4206.04
23. Tripura -} 142267 468.01
24, Uter Praclesh [-}14225 13 348.60
25 WeatBengal () 4670.98 1581.77
Total E-;“wlél 3803225 gneas
+)8135.23
Nost- Suepis/Deficht of aach year has been netiad 1o arrive af tha frve-
yoar posion.

7.3 Hourassesamentof the ngedsof States for grams-in-aid
ol revenues is to be confined tothe non-Plan revenus account, wa
could datermina the amaunt required o fill the gross delicit of sach
year and recommand thoss gmaounts es grants. Bul thal would
leave the entire Plan revenus account outaide tha scopa of the
axercise, thareby depriving the neady States of the {ull benelt of
Articla 275 of the Constitution. That would also make itimpossible
ta work towards the objective of balancing the revenue account
and generating surpluses for investrent, as indicated in curtermsa
ofrelerence, -

-y

74 However, we have sevare limitations in assassing the
Plan expenditure on revenus agcount. The Eighth Plan is still in
tha stage of formulation and nelther the Central Government, ror
the State Governments could give us a tlear idea of the likely Plan
expenditure for the period 1280-95. We, therefore, hadlo attempt
datermination of this item of need based on available data, past
traris and our rormative . For this purpose, we have
takon all non-Special Category States other than Goa as one
group and Spacial Categoty States and Goa as another group.

7.5 For the first group we have already assessed, on a
normative basis, their non-Plan revenue expanditure till 1894-45,
In regard to social and sconomic services, we have projected
axpendiure needs o condorm to the standards of services
already achieved at justifiable costs. That exercise revealed the
wide disparity among states in of the lavals (standards) of
axpendilure of thosa saervices. While all the States have o
improve on those services from existing levels, those who are
rolatively backward in this respact should mave at a faster pace.
Based on this premiss, we have worked cut the ratiog of
expendiure in aeach non-Special Category Stats. The
mathodology is explainad in Appendix 7.

7.6 The next staga isto determine what amount can be set
apart for fresh axpanditure on social sconomic services
during the 1990-85 period for this group of Stajes. In 1988-30
these fourtean States together have a Plan outlay of around
Rs.7,200 crore in the revenua account (This includes State Plan
schemes expendilure as well as Staies' share of Centrally-
sponscred schemes). A pan of this expenditure i= tied to
axternally aided projects, hill anea daeveiopment, etc, Excluding
those items on a rough assessment, we have faken the base as
Rs.8,500 crore In 19808-90. Allowing agrowth rate of 7 percent per
annum on that base, we have assessed that the revenus Plan
expanditura that can be provided to attempl a moderate
corraction of the disparities in social and economic services willbe
Rs. 40,000 crore during 1930-85 in the fourtean States of thafirst
group {non-Spacial Category States other than Goa). That level of
expanditure should cover not only such expenditure during the
Eighth Plan period but also the committed expenditure on
comentiad babily nes besr. givers it paragraph 378 i Ohapter
committ asz baen given in paragraph 3.78 in ter
i}, This amount of As. 40.@06 crore isagrshibuwd amos the
fourtean States in the ratio {vide paragraph B7.8 of Appendix 7)
worked out by us. For the purposa of our recommendations, we
take thess amounts as the minimwm revenue Plan expenditure of
each of the States. The outlay for each State is given in Table 2.

TABLE 2
Minimum Revenue Plan Expsnditure: 1990-85
(Rs. crore}
States Amoun
1. Andhra Pradesh 3345.20
2 Bhar - 5645.60
3. Gujarat 1779.20
4. Haryana B44.40
5. Kamataka 2208 .40
6. Kerala 1312.00
7. Madhya Pradesh 352880
8. Maharashtra 3555.60
9. Orissa 1602.00
10. Punjab 926.00
11.Rajasthan 2472.80
12. Tamil Nady 2454 00
13. Unar Pradesh 7664.00
14. Wast Banga) 3264.00
Totel 40000.00

1.7 Forthe Special Calegory States and Goa, we arenotina
position to follow1he same methadology and assoss the minimum
revenué Plan expendiiure. Non-Plan expanditure estimatas of
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jal Cal States. T ou qiv . 7.14 Consequent on the assessment detailad so far in this
Special Category States. The amoLnts are given below Chapter we recommend grants-in-aid o States in each of the five
(As. Crore) years from 1830-91 to 1994-95, as shown in Table3.

1989-90 1990-91 1991-92 1992-93 1993-94 1994-951990-95 TABLE 3
891 1025 1179 1355 1550 1792 6910 Grants-in-Aid To States: 1990-95
As in respact of other States, these do not include assistance for {Rs. Crore)
externally aided projects, etc, 1990-91 1981-92 1592-03 1993-94 196465 Total
7.12 For Assam, Goa and Jammu and Kashmir we have  States I I 199“(2,}5
followad the same pattern as for the 14 non-Special Category
States. The scheme of financing their ravenue account Plan is at ;: :‘:ud::hzlmd“h 607 5480 6654 7849 9555 3B
Annexure VII.2. Pradesh 5765 5945 6076 6148 6345 30279
7.13 Previous Finance Commissions determined the gap 3 Assam 20561 17968 17287 16142 15465 874.23
grants under Article 275 equalio each State's deficit each year so ;‘ g'oh:’ 132’?6 2;2'3? 22;& 3;:% 3?523 1:::;'27;
that all States’ non-Plan revenue accounts were balanced (or left ¢ oo o) : ) ' - ' )
with a surplus} every year. This was necessary as those " Pradesh 113.75 10867 10450 9832 D685 52300
Commissions were dealing only with the non-Plan revenue 7. Jammu and

account. This Commission is not only dealing with the total Kashmir 210.99 21360 22435 220.87 226.81 109642

revenue account but is also expacted to work towards eliminating 8. Korala 5569 6601 80.45 6488 11551 41254
deficits in revanue account, Keeping these aspects in view, the 8. Madhya

net deficit (after adjustment of defictts and surpluses of different -+ Pr 141.45 167.66 204.32 241.00 283.30 1047.91

years) has been taken for assessing the need forgrants. Similarly, i?’ 7492 7450 74.40 7332 7‘_;-11 37165

the actual payment of grants under Article 275 is also proposed to | bidhye alaya gi'gg F;ggg _5"15?; ;g-f; ;6';; g;’g;g

be phased in a mannernot necessarily linked to each year's deficit ,3'N:°°a'|aa"r:d 9226 9248 9388 0054 8051 45887

inthe revenue account. The total grants have bean distnibuted as 14, Orisea 146.20 173.28 211.18 24908 303.23 108298

follows in the case of non-Special Category States other than 15 pupjab 728 863 1051 1240 1500 5391

Goa. 16. Rajasthan 19532 231.49 28212 332.76 405.10 1446.79

Yaar (Par cant) 17. Sikkim 1758 17.37 17.03 1650 1619 B468

1960-91 135 18. Tamil Nadu 591 7.01 8.54 ..1 0.07 1226 4379

1991-92 16'0 19. Tripura 101.19 101.27 98.52 87.25 79.78 46601

i 20. Uttar Pradesh  436.74 517.62 630.84 744.07 90583 3235.10

133%‘2‘3 1233 21, WestBengal 134.82 159.78 10474 220.69 279.62 .908.65

1994-95 28.0 Total 239626 261422 296202 3276.09 3788.80 15017.18

1

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 pariod are.given in Table 4.

TABLE 4
Total Transters To States: 1990-95 {Rs. Crore)
Share Of Taxes And Duties Grants-In-Aid Grants Total

Towards  Transfor

income Baslc Addiional TaxOn  Total Non- Plan  Total Total Moeting (Col.9+10)
Tax Excise Duties Railway Plan Deficit {Col.5+8) Ralief
Duties Of Passenger Deficit Expenditure

States Excise Faros

i1 (2) _ {4 . & (10) {11

h ROOS . 15766 524,99 6. 65754 - i1, 41. 5916. 50 239,

2 .Arunachal Pradesh 1528 497.7%6 11.50 0.05 52459 302.79 - 302.79 B27.38 750 83488
3 Assam 55054 2113.07 204.66 11.30 296957 56032 31399 B74.23 384380 11250 3956.30
4 .Bihar 250847 6116.65 893.41 6200 967053 - 1374.27 137427 11044.80 131.25 11176.05
5 .Goa 2302 290001 2451 1.00 33854 16658 - 166.58 505.12 375 50887
6 .Gujarat 852.09 176543 63431 4285 339468 - - - 3304.68 31875 371343
7 .Haryana 26031 606.56 24889 1230 1131.06 - 1131.06 63.75 119481

8 .Himachal Pradosh 12450 107748 66.70 075 1269.43 523.09 - 52300 179252 67.50 1860.02
¢ .Jammu and Kashmir 14543 1968.20 99.79 80 2217.32 108312 13.30 109642 331374 4500 335874,

10 Kamataka 1031.18 2276.27 63002 2455 3562.02 - - 3962.02 101.25  4063.27
11 Korala 78020 171219 39882 2670 2919.10 - 41254 41254 333164 116.25 344789
12 .Madhya Pradesh 171271 4006.76 769.55 4545 6534.48 - 1047.81 104781 7582.20 261.00" 7843.20
13 Maharashtra 171397 2875.85 1276.79 180.7% 6036.36 - - - 6036.36 16500 6201.38
14 Manipur 387 851.31 22.88 0.10 71007 371685 - 37165 1081.72 3.75 108547
15 .Meghalaya 4352 49398 2041 0.30 558.21 256.18 - 256.18 814.38 7.50 82189
16 .Mizoram 15.28 814.88 731 - 637.47 3N - 37979 1017.26 .76 102101
17 Nagaland 2000 74788 1289 1.25 781.88 45867 - 45867 124055 375 124430
18 .Orissa 805,21 297203 37447 1210 426381 52848 55450 108298 5348.79 176.25 5523.04
19 .Punjab 35688 75543 378.51 23.30 1515.22 - 53.91 5381 1568.13 10500 1674.13
20 Rajasthan 101183 306387 50368 3435 4613.83 48639 060.40 1448.79 6060.62 46500 652582
21 .Sikkim 828 144.34 5.58 0.05 158.25 8469 - 84.68 240.93 1125 252.18
22 Tami Nadu 185958 3538.09 7588t 51,70 &00B.18 - 43.79 43.79 605195 14625 6198.20
23 Tripura 63.40 863.00 2087 0.30 95666 4688.01 - 48501 142267 1126 143392
24 Uttar Pradesh 3512.68 B8673.81 157445 11580 1387854 34860 2886.50 3235.10 17111.84 337.60 17449.14
25 West Bon?al 186898 3880.68 . 877.00 5400 6260.75 - Pe865 99865 T7250.40 150.00 7400.40

sl 2002500 S5ME00 1074200 TS0O.00 OR300  6016.35 900083 - 1501718 102690.18 313723 1060643

“Indludes Fls. 122.25 crore Tor Bhopal Gas Leak Tragedy



7.16 As per our terms of reference, we have io assess the
Centre's revenue receipts and expenditure. In Chapter iVwehave
assessed its revenue receipts and non-Plan pre-devolution
axpenditure for 1990-95. We have aiso recommended transfers
to States as indicated in Table 4. Now, we praceed 10 assess the
Centre's Plan expenditure including assistance to States and
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Union Territories for their Plans as well as grants for Central

schemes and Centrally sponsored schemes.

7.17 Forreasons explained earlier in tha report, we have not
provided for committed liability on the Seventh Plan schemes in
our non-Plan expenditure projections. Therefora, we are
projecting all Plan expenditure using 1989-90 {BE) as the base
year figure 3o that our projections, though shown fully as Plan
expenditure, will contain reasonable provision for the committed
liability of Seventh Plan schemes also. The rate of growth adopted
in our projections is 7 per cant per annum for Centra's own Plan
expenditure on revenue account (other than Central schemes and
Centrally sponsored schemes expenditure) and for Union
Tarritory Plans. For Ceniral assistance 1o States, we have first
made aprojection at 10 percent growth per annum after excluding
the grant portion of advance Plan assistance from the base year
figure (as our scheme for relief expenditure doas 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 crors) in the basic Central assistance grant 1o Special
Category States other than Assam and Jammu and Kashmir. For
assistance to Union Territorias, the growth rate is 10 par cent. For
Cantral schemas and Centrally sponsored schemes wa are
providing a growth rate of 7 per cant per annum over 1983-30
(BE). We are, howaver, of the view that the present level of
provision for Centrally sponsorad schemes is too high and that
determined efforts should be made fo 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. (Year-wise
projections are givan in Annexure VII.3).

TABLE §

Revenue Account Position Of The Central
Government:1990-95

, {Rs. Crore}
| Non-Plan Revenue Surplus 149271
Il Transtors By Finance Commission 106062
1. States’ share of Income Tax 20025
2. States’ share of Excise Duties 66207
3. Grantin lieu of Tax on Railway 750
Passenger Fares
4. Grants under Articla 275(1) 18180
lll. Plan Expenditure on Revenue Account 73847
1. Centre's own Plan 20046
2. Union Terriory Plans ‘ 1742
3. Grants to States for State Plans 25285
4, Grants for Union Territory Plans 248
5. Grants to Stawes for Central and 26350
Centrally aponsored schemes
6. Grants to Union Territores for Contral 176
and Centrally sponsored achemes
IV. Surplus (+)/Defici(-) on
Revenue Account {I-iH1l) (-)30638

7.19 We have attempted an assessmentof the impact of our
recommendations regarding translers to States on the revenue
account of the Central budget. Table 8 gives the parcantages of
each major tem to Central Government's revenue receipts for the
five years from 1985-86 to 1988-80 and the comresponding
estimated transfers for the period 1990-95.

TABLE 6
Transfers To States
(Rs. Crore)}
1985-90 1990-95
1. Total Revenue Recoipts 248418 466502
2. States' share of Taxes 49145 87882
3. Grants under Article 275(1) 4199 15030
axcapt margin money grant and
net interest liability grant.
4,  Net Interest Liability Grant 1333 -
5 Total {2 to 4) 54877 102912
6. a) Margin Money 651
b) Grant for relief expenditura 1163
Total (6) 1814 350
7. Total Transfers 56491 106062
8. ltem 5 as percentage of item 1 21.92 2206
9. ltem 6 as percentage of item 1 0.73 0.68
1 2265 2274

0. liam 7 as percentage of item 1

Now - Diffarence in figuras in this tabie and those in table 4 is due fo
- munding.
7.20 hwillbe seen from Table 6 that as parcentages of total
ravenue receipts of the Centre, the transfers to States
recommandad by us do not involve any substantial difference.

7-21 Wae now come to the question whather the transfors
recommended by us rasult in a situation whera the Centre cannot
have a reasonable outlay on the Eighth Plan. Qur projections
show that the total budget support to Central Plan in the revenue
account will be Rs. 46572 crore at current prices. (For reasons we
have axplained earlier in the report, we have not provided
geparately for committed liability on Seventh Plan schemes). Our
projections of interest payments imply net borrowings adequateto
finance 10 per cent per annum growth in capital expenditure
(adjusted for recovery of loans). Centre's capital expenditure
includes non-Plan expendilure, capital portion of Central
assistance to States as well as Centre's own Plan in the capital
account. When Centre's total capital expenditure increases by 10
per cent par annum over 1989-90 base, the capital portion of
budget support to Cantral Plan should increase at least at the
same rate. On that basis we have worked out that the total budget
support to Central Pian in the capital account during 1990-95 can
be Rs. 63,097 grore, including the revenue component of Rs.
48,572 crore mentioned above, the total budgetary support to
Central Plan at current prices for the Eighth Plan is estimated at
Rs. 1,09,669 crore. Adjustad for 5 per cent price rise assumed by
us the total budgetary support to Plan at 1989-30 prices works out
to As. 94,191 crore as indicated in Table 7,

TABLE 7
Budgetary Support To Central Plan : 1990-85
(Rs. Crore)
1 Capital Expenditure on - {Plan} 107767
2. Loans to Siates out of 1 for State Plans 41051
3. Loans to Union Territories for Union L 1)
Termitory Plans
4. Balance (Capital part of Budgetary 63007
Support to Central Plan)
5. Revenue Expenditure {Plan) 73847
€. Plan Grants to States and Union Tenitories 27275
and Union Temitory Plans.
7. Balance (i.e. Revenue Par of Budgetary 46572
Support to Central Plan)
8. Total Budgetary Support to Central Plan (4+47) 109669
8. Total Budgetary Support to Central Plan at 94181

1989-90 Pricas:

7.22 Around Rs. 84,200 crore of budget support to Central
Plan at 1989-90 prices should be possible during 1990-95 with
revenue deficit contained within reasonabla lavel as projected by
us. To limit Centre's revenue dsficit at such alavel, itis necessary
that the remaining part of Centre's Eighth Plan resources are



“ raised by and invested in the public sector unless the Centre can
raisa net ravenue resources at levels higher than what we have
projacted. The policy implications of this approach have baen
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 revaenue account
including committed lizbility, States' total Plan expenditure on
revenue account will obviously be higher as we havae left out of our
assessment the ravenua Plan expenditure on externally aided
schames, hill area programmes, etc. Further, Staies with
surplusas available may spend more on their revenue account
Plan. However, these types of additions to outlay in the revenus
account need not add to revenue deficit as they are maiched by
grants or revenue surplus available. As we have fully provided
grants for Cantrally sponsored schemaes in the Centre's forecast,
on that item also thaere should be no additional revenue deficit.
{States' share of Cantrally sponsored schemes is included in the
base year 1989-90 figure we have adopted for projacting the
minimum Plan expenditure of Rs. 40,000 crore). As we have
stated earlier, determining each State's Planincluding its revenue
component as well as the aliocation of sectoral outlays is
obviously the task of the Planning Commission and we do not
entar 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 whather
the overall result of our recommandations 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-Spacial Category States (other than
Goa) and the ratio of each State's per capita transfers to its per
capita income.

TABLE 8

Per Capita Transfar And s Ratio With Per Capita
Income-Non-Special Category States: 1990-95

Per Capita Transfers {(Rs.) Per Capita  Ratio Of Per
Bazad On  Based On SDP (New  Capita
1961 198285 Series) Transter
Population Average Avarage And Per
Population 1982-85(Rs.) Capita
Statas Income @
{1} (2) 3) (4)
1. Andhra
Pradesh 1292 1229 2063 0.5986
2. Bibar 1680 1495 1323 1.1300
3. Gujamt 906 943 2190 0.3231
4. Haryana 875 814 043 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 961 803 3384 0.2686
9. Origsa 2028 1936 1728 1.1204
10. Punjab 935 886 4013 0.2208
11 Rajasthan 1769 1647 1820 0.6040
12. Tamil Nadu 1250 1198 2142 0.5583
13. Uttar
Pradesh 1544 1461 1713 0.8529
14. West Bengal 1330 1263 2230 (.5664

* Excluding grants lor Raliaf Expenditure
@ Basad on per capita transfers as in col. 2 and average of
per capita income as in col. 3.

7.25 The per capita shares of transfers to Spacial Category
States (and Goa) am indicated in Table 9.

)

TABLE 9
Per Capita Transfers To Special Category States And
Goa 1990-95
{Rupees)
Per Capita Transfors *
Based On Based On
1881 1982-85
States Population Average
Population
1. Arunachal Pradesh 13091 12158
2. Assam 1932 1815
3. Goa 6016 4715
4. Himachal Pradesh 4187 3983
5. Jammu And Kashmir 5535 5230
6. Manipur 7612 7125
7. Meghalaya 6086 5687
8. Mizoram 20592 18510
9. Nageland 168007 14368
10, Sikkim 7624 6394
11. Tripura 6830 68476

* Exciuding grants for Relief Expanditure

7.28 As we have mentioned in different contexts earlier in
this repart, ourterms of reference require that we keep in view the
objective of not only balancing the receipts and expendilure of
both the States and the Cantrae, but also generating surpluses for
capital investment. No specilic time-frame for achieving this
objective has been indicated In the tarms of reference. We have
tried 1o detarmine how much improvement can ba reasonably
achieved during the five-year period 1990-95. While our
assassment does assumae an effort onthe part of both the States
and the Centre, we have taken care to make reasonable
adjustments in our normative assessment so that the revenue
account position we have assessed is not too difficult to reach.

7.27 The following table gives the net result of the overall
revanue account position of States as assessed by us.

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

TABLE 10
Overall Revenue Account Posltion of States: 1990-95
{Rs. Crore)
Total
1890-91 1891-02 1002-93 1993-04 1904-85 190005
T Nor-Special
Caiegory Siates )
a) Gross Surplus 210758  3080.09 4268.72 5078.71 7807.76 2325147
b) Gross Deficit 242418 174241 108553 08081 53307 8548.00
c) NetSurplus (+)
orDeficitl)  (J21B50 (134668 (+*P173.18 (S2ET.S0 (T214.80 {+)16706.67
1l Three Special
Category States
{Aasam, Jammu
and Kashmir, Goa)
d) Gross Surplus 0.74 1.78 296 700 1810 2B&
b) Groas Deficit 9280 8282 6854 5528 4033 3%%.87
¢) Net Surplus(+)
or Defidtl)  (192.08 ()81.14 (6655 (4828 ()23 (31128
111, Other Special
Catngory States
) Gross Surplus  427.67 53080 67187 82734 100003 347861
b) Gross Defcht - . . . . .
c) Net Surplus(+)
orDeficit()  (+M27.67 (+)530.80 (+)871.87 (s)A27.8 (100088 (MMM
N. Towl
) Gross Surplus. 253620 3630.57 404358 8813.05 BE3I3.79 2675729
b)Gross Deficit 251608 182533 118407 74500 633.40 ssashy
<} Net Surplus{+)
or Defich(-) (P02 (100534 (I7PR51 [EOSG.EB (20N ()1N.Q




7.28 We have already indicated (vidg Tables 8 and 9) that
our scheme of transters gives special consideration to weaker
States. This may raise the question whethertheother States have
been given alessthanfairtreatment. Table 11 givasthe parcapita
surplus/deficit in the overall revenue account of each non-Spacial
Category State (axcept Goa) emerging from our assessment and
recommandations.

TABLE 11

Per Caplta Revenue Surplus/Defich After Transfers
In Non-Special Categggo?otgtes {Excluding Goa) :

1
(Rupeess}
___States _Surplus/Deticit
1. Andhra Pradesh (+) 417
2. Bihar (+) 24
3. Gujarat (+) 767
4. Haryana (+)1454
5. Kamataka {(+) 792
6. Kerala (-)162
7. Madhya Pradesh {-) 60
8. Maharashtra (+)1389
9. Orissa {-)210
10. Punjab {(+)468
11. Rajasthan (-) 280
12. TamilNadu {(+) 523
13. Uttar Pradesh (-)260
14. West Bengal () 9

Nota : Basad on 1981 popufation.

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

TABLE 12
Revenue Deflcit of Central Government: 1990-95
{Rs. crore)
Year Revenue Deficit
1990-91 8520
1901-92 7600
190293 6480
199394 4335
1994-95 3103
Total 30638
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7.30 The overali (States and Centre together) position is
given in Table 13.

TABLE 13
Overall Revenue Position Of States And Centre :
1990-95
{Rs. Crors}
Total

1950-91 1991-92 1992-93 199394 1994-05 1990-05
1. States’ Gross

Surplus (+} 2536 3631 4943 6813 8834 26757
2. States' Grose

Deficit {-) 2517 1825 1164 746 633 8885
3. Centre's

Deficit (-) 8520 7800 6480 4935 3103 30638
4 Net Total (-)850 (-}6784 (-)2701 (+)1132 (+)5098 (-)10766

Both in the States and the Centre, deficit levels are estimated %o
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, 2nd a deficit of
Rs. 3,103 crore in the Centre’s revenue account.

7-31 K may be seenthat the net overall revenua deficit in the
States and the Centre together for the five-year period (1990-95)
is Rs. 10,766 crora. We have noted the fact that tha States which
have deficits will have to diver their borrowings to meet their part
of the revenue deficit. Howaver, 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 if, as before, only
non-Plan deficits were tackled by the Finance Commission.
Therefore, it is reasonable to axpect the deficit States to make
some extra efforts to fill their remaining overail revenue account
gap. If they do that and reduce their revenue deficits substantially
from the levels assessed by us, the Planning Commission may
consider givingthem special long-term loans to cover apart of the
remaining revenue deficit so that only a minor part of the overall
revenue daficits of those States will have to be met by diverting
their normal borrowings.



CHAPTER VIl

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 Additional
Duties of Excise in lieu of Sales Tax yéith Basic Duties of Excise
and avolve a suitable formula for alkocating a part of the duties of
axcise in respect of goods described in column 3 of the First
Schedule to the Additional Duties of Excise (Goods of Spacial
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 mattar, the
outstanding issues relating to the operation of the tax rental
arrangement should be sorted outto the extent possible in orderto
create an environment for a dispassionate approach to the issue
by the States. We hava since completed our discussions with the
States and we are now better aware of their views on this
matter.

8.2 Theconceptof merger was menticned inthe Long Term
Fiacal Policy (LTFP) announcement of the Cantral Government.
As a measure of simplification of the assessment procedures
under Cantral Excisa law, it was suggested inthe policy document
that Special Excise Duties which were levied as a parcentage of
the amount of basic duties should be merged with them. The
policy documant also indicated that the mergar of adittional duties
with basic dutias was desirable, though not feasible immediataly.
There was a commitment to refer the matter to the next Finance
Commission. I would be worth menticning here ‘that the
proposed merger of Basic and Special Excise Dutias was carried
out through the budgetary changes of 1986-87 and 1987-88. In
the Budget of 1988-89, howaever, the Special Excise Duties were
brought back as a separate levy.

8.3 Letusturn nowiothe views of the States. Allthe States
axcept Arunachal Pradesh, Mizoram, Meghalaya and Goa have
opposed the concept of merger. Arunachal Pradesh, Mizoram
and Goa are arstwhile 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 assignedto us.
The opposition was based on the ground that since: Additional
Duties of Excise were levied pursuant 10 the decision of the
National Development Gouncil (NDC) in 1958, the matter, in all
fairness, shouid have been lirst referred to it. Maharashtra also
questionad the compatenca of the Union Government to refer the
quastion to the Finance Commission unilaterally, without the
concurrence of the States or the andorsement 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 Additional Duties of Excise as a
separate levy and this would prejudice the interests of the States,
Gujarat, Orissa, and Punjab apprehand that the inherent right of
the States to re-impose Sales Tax on any of the commoditias
would be lost totally in the event of the merger.

84 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 rafarred particularly to the decision of the
National Development Council in December, 1970, undar which,
within a period of two to three years, the procesds from Additional
Duties of Excise were scheduled to attain a level of 10.8 par cent
of the value of clearances and the ratic between the yields from
Basic Duties of Excise and Additional Duties of Excise on the
three commedities was intended to be brought up to 2:1. While
thelatter commitment was fulfilled in recent years, thefirst, which
was required to be done within, say, three years of the mesting of
the National Development Council in 1970, still remains
unrealised. There has been a further complaint that, apar from
the fact that the Government of india did not fulfil its promises in
regard o realisations from this levy, it had unduly expanded the
coverage of the goods by resorting to definitional changes
precluding theraby larger areas from the'levy of Sales Tax. Many
commodities were also subjected to 'nil’ rate of duty. These
commeodities, therefare, wara free not meraly from the levy of
Additional Duties of Excise but they also escaped the liability to
Sales Tax which the States ware pravented from imposing for
fear of foreiting 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 axtent of urging that the arrangement for the
lavy of Additional Duties of Excise in lisu of Sales Tax should be
scrapped altogether and status quo ante restored.

85 Mostofthe States also felt strongly about the low yield
from Additional Duties of Excise. Punjab wanted to be
compensated forthe delay in achieving the incldence of 10.8 per
centof thavalue of clearances. Andhra Pradesh complainedthat
its Sales Tax revenue increased sixty nine times during 1959-60
to 1986-87 against a threa-time growth in its share of Additional
Duties of Excisa. The position is not much different in the case of
Tripura as well, where, according to the State Governmant, the
increase in revenues from Sales Tax in the last 10 years was
sixteentimes wheroas 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 arrangemant.
From our discussions with the States and aiso from the
memorandareceived onthis matter it was clear that almost alithe
States - barring a few exceptions - were opposed to the idea of
merger.

8.6 Asstatedbefors, the issue of merger has been referred
to us with a view to bringing about a certain measure of

-simplification of and streamlining in the assassment procadure

underthe Central Excise law. The case fortha merger, however,
gets substantially weakened whan one takes into considaration
the fact that the Union Government itself has not made any
sericus effort to reduce the multiplicity of levies. The Special
Excise Dutias which were merged with Basic Duties of Excise in
1986-87 and 1987-88 wers brought back as a separate levy in
1988-89. Tha ravival of Spaecial Excise Duties as a separate levy
after its margar in earier yaars roba the concept of merger of its
rationale as a tax reform measure. One cannot also ignore that
even H the merger is effected, separate imposts in the form of
cess wouid still be laviable on sugar and bidies by virtue of the



Sugar Cess Act, 1982, and the Bidi Workers Welfare Cess Act,
1976, for raising resources for the development of the sugar
industry and the welfare of bidiworkers, respectively. Inrespect of
fabrics, there would be not cna, but two other lavies, namaly,
Handloom Cess and the Additional Duties of Excise (Textile and
Textile Aricles). Wa note that while the Eighth Finance
Commisgsion recommanded the containmant of these cesses and
the LTFP proclaimed the Government's intention to reduce thair
number no concrete step appears to have been taken in this
regard.

8.7 Asthe tax rental arrangement was brought into being
with the consent of the States, any major modification in tha
arrangement should also ba brought about with the consent of all
the parties. But almost all the States have strongly opposed the
issue of merger. As a matter of fact, the proposal for merger is
parceived by the States as athreat totheirfinancial interests and a
furthar irtant in the Centre-State fiscal relations. The
reservations of the Stales on this point were also expressed at the
maeting of the Chief Ministars on financial matters convened by
the Union Government on February 9-10, 1989, at New Delhi.
Woe, therefore, do not recommend the merger of Additional Duties
of Excise with Basic Duties of Excise,

8.8 We would like to now touch upon the issue of the
incidence of Additional Excise Duties. The incidence of Additional
Excise Duties should be brought up to 10.8 per cent by
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the end of 1989-90. We have been informed by the Ministry of
Finance thatthe incidence had reached 10.7 percent at the end of
1988-89. Wa would expect that the committed level of 10,8 per
cant would be actually achieved by the end of 1989-890. We
racommand that during the report period, if in any year the ad
valoram incidenca of Additional Duties of Excise falls short of the
level of 10.8 paer cant of the value of clearances, the shorifall
should be made good- {as soon as accounts are available) by
Government of India by providing equivalaent amount by way of
grant-in-aid 1o be distrbuted amongst the States and the Union
Territories in the same mannar as worked out for sharing the
proceeds in paragraph 5.20.

8.9 Asafollow-upofourrecommendationinparagraph7.16
of ourfirst repart, the Central Governmant has asked the National
Institute of Public Finance and Policy to condyct a study to assass
tha 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 ascartain
whether there is adequate justification to continue them. The
feasibility of converting the rates of Additional Duties of Excise
which are now spacific into ad valoram is also under examination
by the Central Government. We have no doubt that appropriate
action, in due course, will be taken by Govemmant of india to
redrass the griavances of the States.



CHAPTER IX

DEBT POSITION OF THE STATES AND CORRECTIVE MEASURES

9.1 Paragraph 8 of the President's Ordaer constituting the
Commission reads as follows :

"The Commission may make an assessment of the debt

position of the States =s on the 31st day of March, 1988 and’

suggest such comrective measures 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 improveaments
in financial and managerial efficiency.”

9.2 Thisterm of refarence differs significantly from that given
1o the Sixth, Seventh and the Eighth Finance Commisslons.
Unlike in the case of the Eighth Commission, we have not been
asked to estimate the likely non-Plan capital gap of the States at
the and of the period undar our considaration. Second, we hava
baen asked to review the entire debt position of the States, and not
"the States'debt position with particular reference to Centralloans
advanced 1o them". Third, instead of “appropriate measures to
deal with the non-Plan capital gap®, this Commission has been
asked to suggest comrective measures with particular referenceto
investments in infrastructure projects and improvements in their
performance.

2.3 Since this subject has bean referred 1o us under Article
280(3){c), we shall determine the scope of our work strictly in
accordance with the term of reference. We shall not deal with the
non-Plan capital gaps of the States, although as background to
our work wa did make a rough estimate of the likely gaps during
the period 1990-95. We shall make a review of the debt position of
the States as -on 31.3.1989 and then go on to recommend
measures that would prevent the recurrence of the debt probiem*
in the long-term context. Whila the long-term solutions would be
our main concern, wa shall also indicale some short-term
corrective measures by way of relief.

Debt Position Of The States

8.4 Total dabt of State Governments is estimated to be Rs.
89,481 crere, as on 31.3.1989, of which liabilities to the Cantral
Government form about 63 per cent (Annaxure IX.1). Provident
funds, reserve funds and deposits afe the next largest source of
debt financing, amounting to 23 per cent of the States' total debt.
Market loans constitute almost 12 per cent of the debt, and the
residual is negotiated loans from public financial institutions and
others . About 11 per centof the total debt is short-term {ways and
means advances, reserve funds and deposits),

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

Estimated Quistanding Debt Of The State

Governments
{Amount in Rs. Crore)}
Atthaendof Atthe endof At the end of
1978-79 1983-84 1968-89

Amount’ %age Amount# %age Amount %age

i. Intemal Debt

{a) Market
Loans 2572 137 4236 113 10411 13.1
(b)Other Loans 776 4.1 1724 48 2032 25
2. Central loans 13463 71.7 27058 724 56052 704
3.Unfunded Debt 1974 105 4387 117 11148 140
Total 16765 100.0 37466 1000 79843 1000

*/ Saventh Finance Commission Raport, Chapter Ii.
# Eighth Finance Commission Report, Chapter XIV.

It ia sean that the estimated gross debt of the Siates as a whole
more than doubled (in nominai terms} between 31.3.1984 and
31.3.1989. Wa notice a shift inthe sources of the debt. Although
loans and advances from the Cantre still accountfor the bulk of the
States' outstanding debt, there has been a marginal deciine in the
share of Central loans by 2 percentage points since the end of
1983-84, accounted for by increases in the shares of unfunded
dabt and market loans. Nevertheless, even now loans from the
Centre constitute 70 per cent of tha total indebtedness of the State
Governments (excluding short-term debt).

8.6 As stated earlier, the Central lnans account for bulk of
the States'indebtednass. As atthe end of 1988-89, cut of the total
indebtedness aggregating Rs. 89,460.77 crore, as much as Rs.
56,051.92 crore was in tha form of Central loans. Over tha five-
year period 1990-95, repayments of Rs. 15,528.59 crore will fall
due in respect of these outstandings. Taking alt States together,
the position in regard 1o the outstandings as atthe end ol 1988-89
and repayments falling due during the five years 1890-85 for the
major componants of the Central loans is shown below:-

Table 2
Outstandings Of Central Loans And Repayments
(Rs. Crore)
Outstandinge  Repayments
as on falling due
31.3.19889 during 1980-95
1. Loans received upio 1983-84
and consolidated by the
pravious Finance Commissions
a) 15 year loans 1650.61 962.00
b) 20 year loans 430.48 134.53
c) 25 year loans 2883.68 686.59
d) 30 year loans 8357.18 1717.33
2. Plan loans received during
198480 17955.24 6863.86
3. Small Savings loans 20345.04 3727.26
4. Relief and rehabilitation loans 39.64 1238
5. Loans to clear overdraft 696.65 132.40
6. Loans to covar gap in resources  248.34 172.25
7. Drought loans 519.57 196.88
8. Special loans 2384 53" 850.57
g. Loans for Hirakud Project 80.80 8.10
10. Other loans s 450.89 62.44
Total §6051.92 15528.59

Includes loans of Rs. 2,300.91 crore te Punjab and Rs. 83.62 crore
(net of repayment of Rs. 8 crore in 1986-87) to Madhya Pradesh for
reliaf of Bhopal Gas Leak Tragedy.

Statewise position of outstanding loans is given in Annexure
IX.2 and of rapayments due in Annaxure IX.3

9.7 The major causa for the rapid rise in States' indebte-
dnaess is the key role of borrowing in financing investments under
the Plan. Monay is borrowed by the States not only to finance
government sector investments (schools, roads, bridges, etc.) but
also to financa investments by deparimental and non-
departmental enterprises (irrigation works, State Electricity
Boards, State Road Transport Corporations 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 forsuch a diversion of borrowings, growth in
indebtedness should not cause any worry if investments yield
adequate returns to meet interest and for amortization. In respect



of government owned assets, depraclation or amortization funds
are not raintained and hence borrowings contracted for the
creation of such assets have to be repaid out of fresh borrowings.
As regards investments by State Governrnents in enterprises by
way of loan or equity, the source of tfrouble in most cases is the
extremely poor perfermance of the enterprises. Because of such
performance resulting in meagre or negative returns and
insufficient or nif amontization/depreciation, almost the entire
burden of servicing the debt contracted on enterprises’ account
has fallen onthe Government budgat. Whila tha growing imterast
burden reduces tha amount avaijlable for incurring important
categories of revenue expenditure, repayment obligations tend to
continuously reduce the ratio of net borrowings to gross
borrowings. This process was arrested or siowed down as aresult
of the rescheduling of repayments to the Centre by tha previous
Finance Commissions. However, the same trend continues
operating on the new base after rescheduling.

9.8 Asfaras market borrowings are concerned, under each
Five Year Plan, sach State is allocated ashare on anetbasis, i.e.,
the States'gross borrowing is fixed by the Reserve Bank of India
so as 1o yleld the pre-determined net loan after deducting any
rapayments due o the markat in the concarned 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 mare 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 Contral loans, aspartof Plan assistance orfor any other
purposa, are determined and granted on a gross basis. The entire
amount is intended to be used for Plan financing or for any other
specific purpose agreed upon. The repayment of outstanding
Central loans {(confracted earlier)’is supposed to be met out of
other sources. However, as stated above, no amortization funds
are established in respect of government sector investments; and
kans to Electricity Boards, which constitute around 66 per cent of
kans 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 raceipts. These do
not cover more than a small pant of repayment obligations.
Tharefore, rapayment cbligations tend to cut into Plan rasources
to a substantial extent.

9.10 This has led to the complaint by the State Governmants
that their repayment obligations to the Centra are absorbing a
large and evar-increasing proportion of fresh loans. Hence, the
demand for relief by way of rescheduling and write-off. We note
that as of 1989-80, repayments to the Centre ara 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. (Annexura IX.4)

9.11 The resources for financing State Plans are derived
from (a) balance from current revanuaes, (b) Plan grants and loans
from the Centre, (c) net market borrowing, (d) institutional loans
and (@) unfunded debt (accrual of provident funds, etc.). On the
non-Plan capital side are rackoned repayment of loans to the
Cenire and institutions (outgoings) and recoveries of loans and
advances. The differance betwaen repayments and recoveries
has been termed the non-Plan capital gap {negative). The non-
Plan gaps tended to absorb a substantial part of Plan resourcesin
the case of most of tha 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 capital 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 largaely of rescheduling of
repayments supplemented by some “write-off". The measures
recommanded 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
tha period 1990-95 that we worked out is substantially higher
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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
fbn-Plan capital gaps of the States, or to suggest measures to
deal with those gaps. Wa refer to this matter only to show that
unless some basic changes in policy are adopted, large non-Plan
gaps would continue to ememe at the State level and successive
Finance Commissions would have to reschedule/write-off loans
averyfivayears. Thatis, koans will first be granted by the Centre at
certain rates of interest and with pre-determined maturity petiods;
but later, some of the loans or pant of the total debt will be
converted to agrant or the maturity period will be lengthened. The
rates of interast might also be changed, as was done by the
Seventh and the Eighth Commissions. Such a sequenca of policy
actions, to be repeated at regular intervals, will neither bespeak
anorderly managsment of financial affairs nor be conducive to the
efficient use of funds. We feel that this chain should be
broken.

Views Of The State Governiments

6.13 Intheir memoranda i us, several State Governmaents
have made suggestions for reducing thair debt, and, in particular,
the repayment burden during the period covered by our
recommendations. While some States have requested a write-off
of some types of debt, others have suggested ionger rapayment
and grace periods. The major suggestions made by the State
Governments are as follows:

a. Therepaymentburdenduringthe period covered by our

recommendations should be reduced.
Cantral loans should have longer maturity petiods.

Loans given and utilised for soclally desirable but
financially unramunerativae projects and for investments
in public utilities including power projects should be fully
of partially written off.

The rate of interest charged to the States should bs
related to the cost of borrowing to the Centre and in
general, much lower rates should be charged than those
atpresent.

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.9.,
50:50 as against 30:70 proportion of grants to loans.

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

Loans given to Arunachal Pradesh, Goa and Mizoram
prior to their bacoming full-fladged States should be
written off.

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

9.14 Thesa suggestions are based mainly on.considerations
ralating 1o reasonableness of maturity periods, justifiability of
interest rates charged, repaying capacity, appropriate mix of
grants and loans, thetreatment of loans against small savings and
special problems. We shall give due considaration to the
suggestions made by the State Govaernments and accommodate
them insofar as they are in conformity with the principles on which
wa shallbase our recommendations. The entire matter relatingto
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 thé long-
tarm impact on the economy. It would have been dasirable, had it

b.
c,

1\ There are also demands and suggestions refating to States’ share
in market borrowing and regulations on overdrafts, witn which we

are not diractly concemed.



been possible, to get a part of governmant investment financed
through surplus of revenues over government's current
expenditures. In tha present siluation, when there are large
revenue deficits in the Cantre and most of the States, this is not
possible. Capital investment has 1o be financed almost solely
through borrowed funds,

8.15 When the Central Governmant borrows from the
market and lends 1o the State Governments, it is, of course, not
acting just as an agent through whom the funds are routed. itcan
and does bring about an allocation of capital funds amongst the
States which favours the 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 clasely linked with the approval of projects by the
Planning Commission. Third, wheraver considered appropriate
{i.e., in spacial circumstances), the terms of landing by the Centre
couild be made softer than the ones at which it borrows funds so
that the natiocnal taxpayer will bear part of the burden 1o the
benefit of taxpayers in particular States. But in doing so, as in the
case of current transfers, the aspect of inter-State equity and the
extant to which and the grounds on which the national taxpayar
can be asked to shoulder additional burdens for the benefit of
taxpayers in the weaker States or in a particular State, must be
carefully considered.

8.16 1t could be argued that since the Central Government
has greater taxing powers, it could bear part of the cost of
borrowing on behalf of the State Governments. There could be a
case for this but, correspondingly, the amounts available for
making direct transfers to the States would be reducad. Also vary
low rates of intarest often lead to uneconomic use of funds.

8.17 We may sum up by saying thatthe Central Government
is not acting meraly as a financiat agent on behalf of the States in
order to reap economies of scale in obtaining funds from the
market, but also aims to fullil certain national purposes such as
promoting development and helping weaker States. However, in
lending meney 1o the States it is, in fact, channeling a part of
private sector savings forinvestment by the States. The latterfact
requires that the funds must be used efficiently and for productive
purpases and also that Joans must be repaid so that the Central
Government can keep down its own gross borrowing
correspondingly and re-cycle the returned funds for future
tendings for further investment 2\

9.18 Inprinciple, rescheduling of repayments and write-off of
debt are undesirable; instead, thelerms on which loans are made
must be reasonabla 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 write-off may be considered only under exceptional
circumstances such as when the borrowing State has been
plagued by severe natural calamities. Gonversions of debt into
grants except under speclal circumstances would not be
conducive to the promotion of fiscal discipline. Rescheduling of
debt, when the terms of repayment are not unreasonable, also
tends 1o promote uneconomic use of funds and inditference
towards the need to make most productive use of the borrowed
funds so as to obtain high returns and wherewithal to repay the
deb. Besides, as already stated, issues of inter-State aquity are
also involved, since any scheme of rescheduling tends to favour
particular States more than the others (States with higher per
capita indebtedness will gain).

Our Recommendations On Corrective Measures

9.19 Uttimataly, the solution to tha government debt problem
lies in borrowed funds (a) not being used for financing revenue
expenditure and (b) baeing used efficiently and productively for
capital expenditure so as to earn retums andfor increase
productivity of the economy resulting in increased govemnmental
revenues. In order that the capital stock of the country may be

2 In the long run, repayment has to be out of amortization so that
capital stock is maintained and undue growth of dabt 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, thaterms on which funds are lent by the Centre to the States
must be reasonable and equitable. They should have relation to
(a) the maturity period of loans obtained by the Centre, (b) rate of
interast thereon, (c) other charges, if any, which the Centre has to
bear, and (d) the gestation period of the projects o be
financed.

9.20 Keepingthese principlesinview, 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 per cent grant and 50 per cent loan as
suggested by same State Governments, we faeel thare
would ba marit in limiting loans from the Centre as part of
Plan assistance to non-Special Category States to 100 per
cent of Plan grants. Tha additional amount which a non-
Special Category State is now getting from the Centre
under the 70:30 formula may be made available to it as
additional market borrowing. In other words, the moditied
Gadgil formula as well as the 70:30 rule will continue to
operate, but part of the loan assistance woukl now be
shifted to the market1/. In order to avoid growth of the
indebtedness of the 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 the extent considered necessary by
the Bank. The arrangements we have suggesied would
serve to reduce the rate of growth of States’ indebtedness
1o the Centre and, in tum, reduce the relative magnitude of
the Central Govarnment borrowing, which would serve to -
slow down the growth of its own debt. Also, the States would
enjoy greater flexibility in regard to repayments. Wewant 1o
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 per Gadgil 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 whila assessing Centre's
resources, will not actually be raised by the Central
Government but direclly by the States as additional market
borrowing over and above their normal market
borrowing.

Woe notethatthe Central Governmentis now floating loans

in the market with 20 years maturity. We , therefore,
recommend that direct Central Government loans to the
States for financing their Plans from 1890-91 onwards
should have a maturity period of 20 years'. Basides, fifty per
cent of these Ioans should be granted a five-year initial
grace period, after which repayments should be spread
over fifteen years. The grace period would take care of
gestation of the capital projects.

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

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

1/ Thus, if a non-Spadial Category Stale is entitled toPlan assistarice
of As. 1,000 crore under the modifiad Gadgil formula, itwould geta
Plan grant of Rs. 300 crora, Cantral Plan loan of Rs. 300 crora and
additional market borrewing of Rs. 400 crore.



At present, assistance to States for externally aided
projects is outside the allocation made on the basis of

. the modified Gadgil formula. The "assistance” granted
by external agencies amounts to 50 to 60 par cent of
the cost of the projects. 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 1989-80, the States in effect gat assistance for
extarnally 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 ali cases. There is no logic in the Centre
withholding & 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 underthe Gadgilformula. Thus, theyget 70
per cent of this assistance in the form of loans and 30
percent inthe form of grants. Therate ofinterestonthe
loans and the pericd of repayment thereof are also the
same as for the Plan loans (9.75 per cant and 15
years). These bear no close relation to the terms of
assistance granted by the external funding agencies
such as IDA and the Worlkd Bank. We recommend that
World Bank "assistance” be passed onto the States as
of now, i.e., 30 per cent in the form of grant and 70 par
cent in the form of loans. The rate of interest charged
may also be the same as applicable to other Flan
loans.The presant interest rate of 9.75 per cent actually
works out to only 6.8 par cent of total assistance
including the grant componant. But the repayment
period should be the same as prescribed by the World
Bank.

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 fory-year
repayment period (that is money is to be repaid only
within fifty years). The Govarnment of India, however,
has to bear the risk of exchange rate
fluctuation/depreciation. While, therefore, IDA

(ii)

(il
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assistance cannct be passed on as loans without

intarast, we think that the Central Government should
fix a rate of interest to be paid by the recipient States at
a lavel of six par cant per annum which would ptovide a
substantial cover against the risk of exchange rate
fluctuations. Tha entire amount may be passed off as
loan having a maturity period of 30 years including a
grace period of 5 years. (iv) i has been argued that
assistance given to a particular State for externally
aided projects represents "an additionality™, i.e., an
addition to "normal” Plan assisiance. Not all States had
projects partly financed by external assistance. Thisis
prasumably the reason why 30 per cent of what was
received from extarnal agencies was retained by the
Centre. We understand from the Ministry of Finance
that for some 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 extermally aided Central projacts within
thair borders. Taking ali flows into account, if itis found
that the share of some weaker States are unduly low,
they shoukd be compansated in some other way. We,
thersfore, recommend that alarger share ofthe 10 per
cent of Plan assistance reserved for special problems
be allocated to such States.

{ oan Liabillies Of Erstwhile Union territorles

8.21 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 cant of the Plan assistance by way of grants and the remaining
10 par cent only as loans, while the non-Special Category States
get Centralassistance intheform of grants and ioans in the ratio of
30to 70. Arunachal Pradesh and Mizoram have been designated
Special Category States and Goa as a Non-Special Category
State. It is recommonded that the excess of the Central loans
received by eachof these three States for its Plans, uptc 1986-87,
as Union Territories (and outstanding as on 31.3.90) over what it
would have received If it had been a full-fledged State, be writtan
off - the write-off baing restricted to the oustandings of such loans
as on 31.3.1990. The loans remaining outstanding, if any, after
this write-off, as on 31.3.1930, against each State may be
consolidated into one loan with a reasonable maturity period and
rate of interest. This is estimated to give a reliaf of Rs. 191 crore to
the three States during the period 1990-95, as shown below:

{Rs. Crore)
Amounts Adjusted Reliof

Plan ToBe Outstand- in
Loans Excess Written ing AsOn Repayment
Cutstand- Oft 31.3,1990° During
ing As On 1990-85
States 31.3.1990°
1. Arunachal
Pradesh 227.44 22930 22744 — 116.48
2, Mizoram 12059 11049 11049 10.10 51.20
3 Goa 28401, 2227 2227 26164 2332
Total 191.00

* These relate to the loans recaeived upto 1986-87.
Drought Loans To States During 1986-89

8.22 Some States suffered enormously on account of
unprecedented droughts during 1986-87 to 1988-89. Additional
assistance was provided to them for approvad ralief expenditure
over and above five per cent of annual Plan outiays, which is not
adjusted against Plan assistance. Fifty per cent of this additional
assistance was given inthe form of loans. We feal that the burden
of drought relief should not be cast upon the States, as we.have
indicated in Chapter V! 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
As. 198.88 crore over the five years, 1990-95, as shown below:

{Rs. Crore)
Drought Loans  Relief In Repayment
States Cutstanding As  During 1990-95
On 31.3.1989
1. Andhra Pradesh 5.02 2.08
2. Gujarat 165,31 6356
3. Haryana 481 1.85
4. Himachal Pradesh 2.80 1.08
§ Kamataka 505 2,08
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
L eak Tragedy

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



Speclal Loans To Punjab

9.24 Spacial loans to the tune of Rs. 2,300 crore were given
1o Punjab during 1984-89. An amount of Rs. 766.95 crore in
respectof these loans is due for repayment during 1990-95.kis
sean that the indebtedness of Punjab has been rising rapidly due
to Plan and non-Plan loans of the order of Rs. 600 to Rs. 700 crore
a year flowing to it from the Centre. These loans became
necassary because of three factors, namely, (a) the high cost of
combating terrorism, (b) tha power tariff policy on account of
which the State Electricity Board, though otherwise parforming
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 spacial circumstances pravailing 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 expenditura on
law and order. As this case is of a special nature, we recommend a
moratorium of two years on repayment of principal and interest.
We further recommend thatthe Central Government, meanwhile,
work out a suitable package of measures including debt relief in
order to put Punjab's finances on a more sound footing.

Scheme For General Debt Rellef

925 If the changes in terms of lending by the Central
Govarnment 1o the States are modified in accordance with our
racommaendations and the investment policies of the
governments at both levels are also improved :along the lines
suggestad, it would be possible forthe Centre to reducetharate of
growth of its debt and for the States to take care of their liabilities.
In future, therefore, thare should ba no need, as a rule, for debt
rescheduling or write-off. However, as regards existing
repayment obligations, it might be desirable to grant some rslief.
In doing so, we naed to keap in mind the terms of reference which
require us fo suggest corrective measuras with parlicular
referance to investments made in infrastructure projects and
linked to improvements in financial and managerial efficiency. We
propose to grant soma relief in relation to Plan loans received by
the State Governments during 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 end of 1983-
84 have besn 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 tham. We proposs to link the extent of
relief to the performance of the States in respect of their
investmants in two important sactors, namesly, power and road
t::‘néspon. We worked out tha rate of return on investments in
these two sectors. For this purpose wae defined the rate of returns
16 equal the gross operating surplus after depraciation as a
percentage of total (cumulative) investmants. While total actual
investments ware taken in the case of road transport, investmants
in power sector have been taken after excluding the portion
attributable to rural electrification 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, Orissa and Tamil Nadu);

(i) those where the rate of return varied betwaen 10 and 15
par cent (Gujarat, Rajasthan and Uttar Pradesh); and

(ii} those whare the rate of return was balow 10 per cent
(Bihar, Haryana, Kerala, Punjab and West Bangal).

The above classffication of States has baen worked out on
the basis of the data obtained from the Planning Commission and

39

the State Governmants. lthas been found in the past thatthe data
received from the 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
classification.

9.26 Wa recommaend relief in repayment of 1984-89 State
Plan loans due during the years 1990-95, to the extent of 10 per
cent for the first category of States, 7.5 per cent for the second
category of States and 5 par cent for the third category of States.
We recommend ralief to the extent of 10 per cent uniformly for the
Special Category Stlates and Goa. The loans which remain
outstanding after this relief, at the @nd of 1994-95, shouldbe made
repayabla 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
five years ¢f this 15 year period (i.e., during 1990-95), the
repayment should be 10 per cent, 7.5 per cent or 5 per cent less,
as the case may be, than that due on the existing basis. The
balance of the loan should be repayakle inthe remaining 10 years
{1995-2005) . This is estimated 1o provide ralief in rapaymaent to
the extent of Rs. 494 crore to States during the five-year pariod
1990-95. Annexure IX.5 shows the Statewise position of the
relief.

9.27 Itisrecommaendad thatthe 1984-89 loans consolidated
in the above manner for 15 years shouid carry a rate of intersst of
9.0 per cent par annum.

9.28 Thetotaldebtrelief on all accounts 1o 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.

8.20 This quantum of relief is less than what the Eighth
Finance Commission recommended. Howevar, in this context,
the basic difference betwean the relevant terms of referance of
the Eighth and Ninth Commissions hag io be kept in view. Unlike
the Eighth Commission, we have not been asked to suggest
measures to deal with the non-Plan capital gap. We are required
to review States' debt position as on 31.3.1989 and suggest
correclive measurss. This is a matter referred to us under Article
280(3) {c) of the Constitution and, therefore, wa have to confine
ourselves strictly to the President's Order on this subject which
was not the same bafore the Eighth Finance Commission. As
explained earlier in this chapter, the practice of writing off and
rascheduling of Central loans in order to cover a part of the non-
Plan capital gap has failed to provide a durable solution to the
problem of States' indebtedness. The thrust should rather be on
correclive measures which would prevent accumulation of
excessive debt burden on States. This can ba achieved only by
suitable changes in the tarms and conditions governing Central
loans. We have suggested some measures in this new direction.
While it is difficult to assess the exact quantum of consequent
reliof 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 lisu of a part of Central Plan loans. Our recommandations also
aim at recognising the financial and managerial efficiency as
indicated in the tarms of reference.

8.30 ShriJustice A.S.Qureshi, Member, does not agree with
this schema of general dabt relief for the reasons axpiained in his
Note of Dissent givan 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 tha Centre and the States and on that basis

working out ajudicious schemeof transfers that would resultin the

balancing of needs and resources of the different governments.
This Commission's task was rendered doubly difficult because of
the grim and detariorating fiscal scenario which we faced 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 lar from satisfactory and was likely to hamper
growth. There was alarge and growing deficit on revenue account
at the Centre and in the budgets of several States. In such a
situation, any attempt to work out aschema of Centraltransferson
the assumption that past trands would or could continue was a
futile exercisa. We were thus led to adopt a normative approach
which had also bean suggested in our tarms of refarence.

10.2 As this was the first time that a systematic normative
approachtothe assessment of revenue receipts and expanditure
was being attempted, we had to develop first the basic princigles
of anormative approach and then work out the specific methods of
assessing revenue receipts and favenue expenditure. I is in
working out the methodologies of the normative assessment and
applyingthem inpractice that we hadtoface 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. Howaever, since the federal finance situation in our
country has its own peculiar features, we had to work out for
oursalvesthe entire methodology of normative assessment using
cerlain relevant principles developed abroad with due
adaptation.

10.3 The broad methodologiss that could be applied in
practice depended on the availability of data. A major source of
difficulty has beenin relationto obtaining relevant detailed dataon
anumber of economic variables and otherfactors needed as base
for making .the normative assessments, Even when a
methodology requiring less data was chosen, there was often
ditficulty in getting even such minimum data, Thus, we found that
sutficient and reliable information was not available on tax bases
of on the net yield of additional tax measures undertaken in
vatious 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, %tc. The
Commission itself did not have time or rasources 1o gather
primary data or 1o undertake original research studies. The
methodologies of normative assessments and their applications
suffer from soma imperfections traceable to data limitations.

10.4 ltisaisotobe borne in mindthat we wera initiating anew
approach with no pracedence to build upon. In course of time,
turther experimentation should be possibie and improvemants in
methodology could be effected. Apartfrom the limitations arising
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from the paucity of data, we also have had to make allowance for
the factthat State finances wera being subjectad to a full-fladged
normative assessment for the first time by. a Finance
Commission, and, hence, we have thought fit to moderate the
results of the normative assessment. As indicated inthe relevant
places, we have also been quite liberalin making assessmantsin
respect of the Special Category States. Notwithstanding this
liberality and the moderation of the resuits of normative
assessment of the revenue receipts and expenditure of tha non-
Special Category States, we have 1aken care to ensure that the
intended impact of normative assessment will be falt by the
difterent 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 belore 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 shouid be
equally applied to the States and the Centre. We have indicated
in Chapter ll, the manner in which we have applied the normativa
approach to the assessment of Central revenues for the pariod
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 increass in non-Plan
revenue expenditure over the leval in the 1988-89 revised
estimates was 10.6 per cent. Of the total increase, interest
payments are taken to grow at 12 parcent per annum as against
23.4 per cent in tha 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 Tha rate of growth of Central Government expenditure
has thus bean determined normatively, keeping it weli belowthe
postulated rate of growth of revenues, as has bean done in the
case of the States. It could, however, be argued that the
Commission should have considered the justifiable 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 propaerly 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



studies in order o examine such issues. For example, while the
requiremants of defence will have 10 be assessed by military
experts and the Government, it would be desirable to aim at
minimisation of the cost of providing a given degree of military
capability and deterrence. We had no way of judging the present
level of defence expenditure on the basis of the above
critarion,

10.7 Most of the data we coliected have been computerised
and will be passed on to the Ministry of Finance. in the very
ditficuit task we were assigned to carry on, and inthe contextof the
disconcerting fiscal scenario we felt hamstrung by non-avaitabilty
of ready, adequate and reliable daia. We, iherefore, recommand
that between the end of the Ife of one Finance Commission and
the appointment of the next Finance Commission, in the
interregnum, active and imaginative studies and projects on
different topics relevant for the working of the Finance
Commission be undartaken by the Finance Ministry to facilitate
the work of the incoming Finance Commission. We strongly
suggest that the present Division-in the Finance Ministry which
looks after the work of the Finance Commission, in the
interregnum, be entrusted with this task. The Division, however,
needs to ba substantially strengthened and should function under
a separate Senior Joint Secretary assisted by adequate number
of officials and technical staff tralned to collect and analyse the
data and material, necessary for the Finance Commission. it may

-also be worthwhile examining constituting an Advisory Committes
headed by a person wall conversant with the Intricacies of the
publictinances in India, which should guide this particular Division
in its work and functions. One ¢f our Members, Shri Justice A.S,
Qureshi, however, in his dissenting note has suggested a
diffarent approach on this point. He opines, that Clause 1 of
Article 280 of the Consfitution envisages a permanent Finance
Commission to be raconstituted every five years.

108 We would like to refer here to a complaint made by
several State Governments, that while the Finance Commission
wishes to impose, and might succeed In imposing, fiscal discipline
on the State Governments, a similar dicipline could not be
imposed on the Central Government. The Central Government,
they argued, has access to credit from the Reserve Bank of india
{on which limitations could be placed only out of Cantral
Govemnmaent's own volition), which meant not only that the Cantre
could incur expenditure in excess of whatever norms ware
prescribed, but also that an inflationary rise in prices was
generated which threw the budgets of the States out of
equilibrium.

109 The approach adopied by this Commission wouk
result in a degree of discipline being imposed on the budgstary
operations of the State Govemnments in the following manner,
First, the volume of Central transiers has been determined on the
basis of a normative assessment of revenue receipts and revenue
expenditure and this places a limit on posasible increases in
expendliure without additional resources being mobilised,
Sacond, this Commigsion has not attempted to fully close the non-
Plan capital gaps of the States and as such the States would have
to observe extreme caution in incurfing additional debt, especially
for financing revenue expenditure, Third, the overdraft faciltty with
Reserve Bank of Indla 1o the State Governments has already
been sirictly Hmited. As against this, the fact that the Union
Govenment has virtually unlimited “overdraft facility® with
Reserve Bank of indla means that & can incur additional debt to
finance expenditures in excess of norms without raising additional
revenué resources of iis own. We have earller umyed that the
Central and State Govemments should be treated in a similar
manner with regard to fiscal discipiine. We recommend that a
convention should, therefore, be developed limiting the axtent of
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deficit financing by Central Govarnment, in any given year, to an
amount 1o be determined in consuftation with the Governor of the
Reserve Bank of India on the basis of certain objective economic
criteria to be clearly laid down in advance. We would urge that
suitable guidelines and criteria for determining the permissible
amount of net RBI credit to Government be devised jointly by the
Union Ministry of Finance and the Reserve Bank of India. it will
also be necessary o predetarmine the permissible peak level of
RBI credit to Cantral Government at any point of time, in the
course of the year,

10.10 Inourfirstreport, we had stated thatinthe reportforthe
period 1990-95, we shall indicate in some detail the changes in
fiscal policy and practices needed to bring about a situation of
balance in the revenue budgets. Fiscal experts are agreed that
the sine qua non for controlling the growth of revenue expenditura
is the avoldanca of inflation. This in turn requires strict limits to be
placed on daficit financing in the sense of net ABI cradit o the
Central Govemment. Tharefore, the first basic change in fiscal
policy required is that the extent of deficit financing permissible in
an year should be first determined in the manner we have
suggested in paragraph 10.9 abova. i under certain extraordinary
circumstances the sgreed upon limits of credit from RBIl areto be
exceeded, the matter should be discussed in Parfiament and its
approval obtained.

10.11 Second, the criterion of efficiency must be given a
much larger weight in the pursuit of fiscal policy. Accessibility to
funds without conditions or definite imits based on economic
principles which we have referred to earlier in our report leads to
erosion of responsibility and efficiency. It is, tharefore, necessary
to link performance with accessibility to funds.

10.12 Third, we suggest certain specific 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
scarca, government woukd have to shed somae activities.
This calls for the appfication of zero-based budgating.
Each Ministry/Depariment at the Centre-and State be
asked to order its activitios according to its own scheme
of priorities keeping in view certain guidelines to be
issued by the respective Cabinets. Five per cent of
each Department's work {measured in terms of share of
revenua expenditure} which is of the lowest priority
according to its own evaluation should be given up. Tha
surplus staff created by this procedure would be kept
available for re-location in other areas wheye activities
might have to be expanded.

There has been afairly fast growth of employment in the
government sector, parlicularly at the State level.
Between 1979-80 and 1988-89, employment in the
government sector, taking all States together, grew at
the rate of 3.8 per cent (for the major States alone, the
corresponding figure is 3.3 per cent). The rasuit has
been burgscning increasa in the salary bills. Thersfore,
it is essentia to prevent the growth of government seclor
empioymant. There should be no increase in
amployment in the government sector (Centre and
Statas) during the Eighth Plan period and the revanyse
Plan expenditure of the Eighth Plan should consist only
of expenditure on materials aexcept in relation fo
additional schools and hospitals to be started under the
Plan. N expenditura on additional staff is incurred in
respect of such Plan schemes, that must be adjusted
within the non-Plan budget.

()



Special efforts must be made to plug leakages in tha
Departments 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 of the 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
debl. One is to reduce budgetary support to public
enterprises, l.e., financing of public enterprises should
be taken out of the budget as far as possible. Budget
support would, of course, have 1o be exiended to key
infrastructure siectors like the railways; but even in such
cases, part of the financing could be met through
borrawing from the market with soma interest subsidy
from the budget. Methods ¢f financing of the investment
by other public enterprises through funds cbtained
outside the budget wouid have 1o be worked out. Public
enterprises which ara performing afficiently and are
showing satistactory financial results can be allowed by
tha Controllér of Caphal lssues to issua debentures as is
done in respect of private enterprises. It would be
desirable if Corporations In large chies are allowed to
botrow funds ageinst debentures with appropriate
interest subsldy, to undertake slum clearance and other
developmemal activities. Another way of reducing the
ioad on the public sector is to share with the private
sector the task of axpanding capacity in some areas
such as power,

In Chaptar I, wa refarred to tha low rates of return baing
obtained from public enterprises as a whoie (excluding
the patroleum séctor) and to tha fact that several of tham
are making losses. - At the State level, most public
entarprises including State Electricity Boards and State
Road Transpert -Corporations are sutfering lossaes.
There is littie justiioation for continuing to own and
operate enterprises outside the core ssctor* which are
continually making losses and which, according to
reasonable expectations, cannot be revived and turned
around. At present, these enterprises are being
sustained largely through loans from the budget and, 1o
some axtent, through grants. Major budgetary savings
can be effectéd it a way can befoundto cut out such loan

()

(o)

* The core seclor for this purpose may be defined to consist of coal,
stogl, power, petroleum, rhilways, telecommunications and some
stratagic non-ferrous metals. Loss making enterprises in this sector
cannot be cosod down, but should be brought back to health on the
basis of & time bound programmae.
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or grant subsidy. Those enterprises which can be rehabilitated
with a reasonable infusion of funds shouid be brought back to
health with the help of public financing institutions or the private
sector; others would have 1o be merged with larger enterprises or
closed down with adequate care taken to saféguard the interest
of displaced labour. (We undersiand that part of the staff
displaced couid be absorbed in large number of vacancies
normally arising in the government itsalf).

1013 Subsidies are an item of sxpenditure in the Central
Government Budgat that has been rising rapidly. The rate of
growth witnessed in recent years is 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 huture towards the poor
only, and with only amoderate rate of inflation, it would be possible
1o adjust issue prices when procurement prices are raised. We
feel that not only the manner of determining wnd granting fartilizer
subsidy, but the entire philosophy and approsch would have tobe
re-examinad, as atherwise with increasing fenifizer production on
the basis of higher and higher costs dus to increased caphtal costs,
fertilizer subsidy would grow unbearably large Inthe not so distant
future. Expart subsidies are, of course, necessary but tha
increase In the quantum of subsidy could be reduced i the
compctltivanoss of Indian sxpom could be ensured In other
ways.

10.14 We urge that the above suggestions for policy
changes we have mada be given the utmost conslderation by tha
Central and State QGovernments so that fiscal squilibrium is
restorad at least by the end of the period of our report.

10.15 Before concluding this report, itis pertinent to peint out
that the methodology of nommative assesment which we have
applied to the revenues and expenditures of the State
Governmants affects only inter-Stats trarafers and has no roia in
dstermining the total volume of transfers fram the Caentra to the
States as a whole. The methodology is s0 designed as to favour
the States with lower revenue capachies and lower than average
standard of services at justifiable costs. This is the major
departure mads by this Commission. As far as the projections for
the 5-year period 1890-95 are concernad, we have followsd
almost the same approach as the earlier Commissions; that is,
normative rates of growth of revanues and expenditures have
been applied to base yaar figuras and the base year figures are
closely related to the actuals for the Centre as well as for the
States taken as a whole.

10.16 The annexures included in this raport contain only
such summary tables as are essaential for explaining our
racommendations. A supplementary volume containing the
detailed explanations will be submitted in a few days time.



CHAPTER Xi

SUMMARY OF IMPORTANT RECOMMENDATIONS AND OBSERVATIONS

111 Our important recommendations and observations
are sat out below:

L INCOME TAX

11.2 (1) Outol net distributebls proceaeds, & sum equalto
1.437 per cent shail be deemad to represent the proceeds
atiributable 1o the Union Territories {para. 5.5);

{2) Eighty-five par cent of the divisible pool of Income Tax
should be assigned to the States {para. 5.8); and

(3) The distribution amangst the States inter se of the share
assigned to the Siates in each financial year during 1980-95
;I;%uld ba on the basis of the percentages shown in table

W

States

' Andhre Pradesh
Arunachal Pradesh
Assam '

Parcentage Share

8.208
0073
2631

12.418
0.110
4850

1.244
0.505
0.695
4928
3,729
8.185
B.191
0.171
0.208
0.073
0.096
4326
1.708
4836
0.030
7.931
0.303

16.787
7978

100.000 (pars.5.13)

Bomupmappa

-t
pery

Bihar
Qo
Gujarat
Himachal Pradesh
Jammu and Kaghmir
Kamataka
Korala
Madhya Pradesh
Manipur

15.  Meghalaya
Mizoram
Nagaland
Orissa
Punjab
Rajasthan
Sikkim
Tamil Nadu
Utter Praciosh
West Bengal
Totnal

Il. ADDITIONAL DUTIES OF EXCISE IN LIEU OF
SALES TAX

113 The net procesds of Additional Excise Duties on
Textiles, sugar and tobaaco should be distributed on the following

{8) A sum equal 10 1.903 per cent of such net proceeds be

retained by the Central Government as atiributable to the Union

Territories (pare. 5.20),

(b) The balance shouid be distributed amongst the States in
accordanoce with the psroentages given below:

Siates Psrosniage Share
5 Goa 0.228
8. Gujarat 5.908
7. Haryana 317
8. Himachal Pradesh oe1
9. Jammu and Kashmir 0029
10. Kamataka 5.885
1. Kerala 3723
12 Machya Pradesh 7.1684
13, Maharashtra 11.888
14. Manipur 0.213
15. Meghalays 0.180
16. Mizoram 0.068
17.  Nagalsnd 0.120
18. Crissa 3.486
19. Punjab 3.53
20 Rajasthan 48%
21, SBikkim 0.052
2 Tamii Nadu 7084
< Tripura 0.278
24, Uttar Pradash 14.857
25,  Woest Bengal 8.165
Total 100.000 {para. 5.20)

ll. GRANTS IN LIEU OF TAX ON RAILWAY PAS-
SENGER FARES

11.4 (1) The annual quantum of the grant in lieu of the
repaaled Tax on Raliway Passenger Fares should be fixed at Rs.
;%%)unm in sach of the years 1960-91 1o 1994-95 (para.

The gran 10 be made available be distributed amongst
the 52) g ng

Stales Percentage Share -
1. Ancihva Pradesh 7.680
2 Arunache! Pradiesh 0.107
3 Assam 274
4 Bihar 8.317

as under:
States Percantage Share
1.  Andhva Pradesh 7.484
2  Arunachal Prdiesh 0.008
3. Asaam 1.500
4 Bihar 08268
5. Goa 0.133
6.  Gujmrat 577
7. Haryana 1837
8.  Himachal Pradesh 0.008
9  Jammuand Kashmir 0.520
10..  Kamataka .an
1.  Korsla a.562
12 Madhya Pradesh 8.081
13, Msharashtra 2634
14. Manipur 0013
18 Meghalays 0.040
16. Mizoram -
17. Nagaland 0.185
18. Orissa 1.814
18 Punjab atlo
. Rajasthan 4879
21 Sikkim 0.004
22 Tami Nadu 6.893
23.  Trdpura 0.042
24. Uttar Pradesh 18.437
25.  Waest Bengal 7203
Totel 100.000 (para, 5.30)



IV UNION DUTIES OF EXCISE

11.5 (1) The divisibie pool of Union Duties of Excise should
include the net proceeds of all Excise Duties including Special
Excise Dutias 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' shara in the net proceeds of shareable Union
Excise Duties shall be 45 per cant (para. 5.34).

{3) The percertage share of each State in the shareable
Excise Duties in each of the years 1990-81 to 1994-95 should be
as given below:

States Percentage Share
1. Andhra Pradesh 1170
2 Arunachatl Pradesh 0.897
3 Assam ase10
4, Bihar 11.023
5 . Goa 0.523
6. Gujarat 3183
7. Haryana 1.009
8. Himachal Pradesh 1.943
0. Jammu and Kashmir 3.548
10. Karnataka 4104
1. Kerala 3.087
12. Madhya Pradesh 7.224
13. Maharashtra 5.185
14, Manipur 1.174
15. Meaghalaya 0.891
16. Mizoram 1.109
17 Nagaland 1.348
-18. Orissa 5.358
19. Punjeb 1.382
20. Rajasthan 5524
21, Sikkim 0.260
2. Tamil Nadu 6.379
23, Tripura 1.556
24, Uttar Pradesh 15.638
25. Waest Bengal 6.600
Tolal 100,000 (para 537)

V. FINANCING OF RELIEF EXPENDITURE

11.6 {1} The existing arangements for financing relief
expenditure should be replaced by a new one under which the
States will have much greater autonomy and accountabfiity
{para. 6.18).

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

{Rs. Crore)

States Amount
1. Andhra Pradesh 88

2 Asunachal Pradesh 2

3 Assam 0
4. Bihar k]
5, Goa t
6.  Gujarat . 85
7. Haryana ‘ 17
B. Himachal Pradesh 18
9. Jammu and Kashmir 12
10. Kamataka a7
1. Kerala N
12 Madhya Pradesh a7
13. Maharashtra 44
14, Manipur ]
15.  Meoghalaya 2
1

18. Mizoram

Siates Amount
17 Nagaland 1
18. Orissa 47
19, Punjab .}
20, Rajasthan 124
21, Sikkim 3
2 Tamil Nadu 30
23 Tripura 3
24, Uttar Pradash 00
5. West Bongal 40

Totsd 804

{para. 5.17 and Annexure V1.1)

(3) Government of India shall contribule to the Calamity
Relief Fund of each State to the axtant of 75 per cant in the form of
non-Plan grant. The balance 25 per cent shall be contributed by
each State out of its own resources. The contribution to the Fund
will ba made by Govemmants in quarterly instalments {para

8.17).

(4) The Relief Fund would have existence outside the
general revenues of the State and will be deposited in a
nationalised bank {para. 6.17).

{5) A State-level Committee headed by the Chief Secretary of
the State and consisting of officials connected with the reliefl work
and other expens shall be constituted by the State Government to
administer the Calamity Relief Fund. The Committes wilt decide
all matters connecled with the financing of the relief expenditura,
including variations in the norms of assistance (para. 8.17).

{8) The yearly accretion to the Fund together with the interest
accruing thereon would be used to mest all expenditure on
calamilies. No further Central assistance wouki ba mada
available for the purpose. However, if in a particular year the
money required is more than the balance avallable in the Fund,
the State may draw 25 par cent of the Centre's contribution dua to
it intha following year in advance. {(The Central Govemment may,
at ite discration, allow higher percentage of advance also) (para.
6.17).

(7) Thebalance leftinthe Fund unspent at the end ot lifthyear
{i.e. 1994-95) will be available for being used as a Plan resource
{para. 6.17),

{8) Al calamities such as drought, flcod, cycione and fire
which qualified for relief assistance in the past will continue to ba
covered in the present scheme, The distinction between drought
and other calamities like fiood, cyclone etc. will be dispensed with
{para. 8.17).

(9) The Cantre should constitute an Expert Group to monitor
relief work done in States utilising the Calamity Rellef Fund and
also 1o give such advice as it deems appropfiate to the State
agencles involved in relief work (para. 8.17).

{10) The Cantre should contribute 75 per cent of the relief
expenditure {over and above its contribution to the Calamity Relied
Fund) of Ra. 183 crore on relief and rehabilitation of gas victims in
Bhopal, during 1990-95 by way of non-Plangrant. The balance 25
pat cent will be borne by the Government of Madhya Pradaesh
(para. 8.21).

VI. GRANTS-IN-AID

1.7 (1) To cover the net five-year (1690-05) deficks on
non-Plan revenue account and part of the deficits on plan
revenus account, the following States be paid the suma specilied
against each of them as grants-in-ald of their revenues inthe



respective years indicated in the table below, under the
substantive part of Clause (1) of Article 275 of the Constitution:

(Rs. Crora)

States Total

1990-95 1800-01 1691-82 1992-83 1903-04 195405
{1 {2) {3) 4) {5) {6
1. Andhra

Pradash 34125 4807 5460 68854 7849 G555
2. Arunachal

Pradesh 30279 5785 5945 60.76 6148 6345
3. Assam 87423 20581 179068 17287 16142 15465
4, Bihar 137427 18553 21088 26798 31608 384.80
5. Goa 16658 2336868 3331 3308 J268 3387
6. Himachal .

Pradesh 52300 113.75 10987 10450 6832 9665
7. Jammu &

Kashmir 108642 21008 21380 224.35 22087 226.61
8. Kerala 41254 B5BY 6601 8045 9468 11551
9. Madhya '

Pradesh 1047.81 14145 18765 204.32 24100 203.39
10, Manipur 37165 7492 7400 7440 7332 7411
11. Meghalaya 256.18 5888 5032 51.27 4854 4717
12. Mizoram 37978 7475 762 7818 7643 7823
13. Nagaland 45867 9226 9243 0388 0054 8951
14. Orissa 108258 14620 17328 211.16 24600 303.23
15. Punjab 53.91 7.28 8863 1051 1240 1500
18. Rajasthan 144679 - 19532 23140 282,12 332.78 405.10
17. Sikkim 8488 1758 1737 1703 1850 16.19
18. Tami Nadu 43.79 581 7.01 854 1007 1228
19. Tripura 48601 10119 10127 9652 8725 79.7%
20. Uttar
. rvndah 323510 43874 51762 630.84 74407 90583
21. West

Bangal 90865 134.82 15078 194.74 22089 279.62

Total 1501718 230820 2614.22 2962.02 3278.08 3768.80

(para,7.14)

(2) The following grants-in-aid may be paid to Statas in each
of the five years commancing from Ist Apil, 1990, under the
substantive portion of Clause (1) of Article 275 of the Constitution,
towards the Centre's contribution to the Calamity Relief Fund.

{Hs. Crore)
States Amount of Grant

1. Andhra Pradesh 84.50
2 Arunachal Pradesh 1.50
3  Assam 22.50
4. Bihar 26.25
5. Goa 078
6. Guamt &63.75
7. Haryana 12.75
8. Himachal Pradesh 13.50
9. Jammu and Kashmir 8.00
10, Kamataka 2025
11, Korsia 23.25
12 Wadiwa Pradesh .78
13. . Mshamashira 33.00
14, Manipur 075
18. 1.50
18.  Mizoram 0.75
7. Nagsland 0.75
18. COrissa B25
19. Punjab Nn00
20. Rajasthan 93.00
‘21, Bikkim 225
2 Taml Nadu 28.25
2. Tigura ‘228
.  Uttar Pradesh 67.50
2.  West Bongal 0.00
Total $03.00

{(para. 7.18 snd Annexure VL1)
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(3 An amount of Rs. 122.25 crore be paid to Madhya
Pradesh by way of grants-in-aid of revenue in five equal
instaiments commencing from Ist April, 1990, under the
substantive portjon of Clause (1) of Article 275 of the Constitution,
towards the expenditure on rehabilitation and relief of victims of
Bhopal Gas Leak Tragedy. (para. 7.15)

{(8) The present level of provision for Centrally Sponsored
schemaes is too high and efforts should be made to reduce
gradually the proportion of this type of expenditure and add the
savings to the amount of Cantral assistance for State and Union
Tarritory Plans. (para. 7.17).

VIi. MERGER OF ADDITIONAL DUTIES OF EX-
CISE WITH BASIC DUTIES OF EXCISE

11.8 (1) The mergerof Additional Duties of Excise with Basic
Duties of Excise Is not recommended, having regard to serious
objections raised by almost all the major States to this proposal.
As the tax rental arrangemant was brought into baeing with the
consent of the States, any major modification inthe arangements
should also be brought about only with the consent of ail the
parties (para. 8.7).

{2) During the report petiod, If in any year the ad valorem
incidence of Additional Excise Duties falls shortof the lavel of 10.8
per cent of the value of clearances, the short-fall should be made
good by Government of India by providing equivalent amount by
way of grant-in-aid to be distributed inthe same manner as worked
out for sharing the proceeds of Additional Duties of Excise In
paragraph 5.20 (para. 8.8).

Vill. DEBT RELIEF

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

(2} The Resarve Bank of India may work out a formula for
amortisation of States’ market bomrowings (para. 9.20).

{3) From 1990-91, the direct Central icans for State Plans
should have a maturity period of 20 years with 50 per cent of the
loans enjoying grace pefiod of 5 years (para. 9.20).

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

(5)° The entire extemal assistance received for externally-
alded projects should, in all cases, be passed on to the States :
implementing those projects. No part of funds received
axclusively for such projects shouid be 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 alsc be in the ratio of 70:30 as in
the case of general Plan assistance. However, while the loan
portion should carry the same rate of interest as applicable to
other Plan loans, the repayment period should be the same as
gpz%ﬁ)cable to the assistance recelved from the Bank (para.

{7} The entire amount of IDA assistance shak be pasaed on
to States as loans canmying a rate of interest of 8 per cent per
annum and repayment period of 30 years including a grace perod
of § years (para. 9.21).



{8) The States with unduly low share in assistance for
externally aided projects should be aliocated a larger share of the
10 per cent of the Plan assistance reserved for ‘Special problems’
undar the moditied Gadghl formula (para. 9.20).

(9) The Central loans obiained on Plan account by each of
the three newly constiiuted Staies of Arunachal Pradesh, Goa
and Mizoram, upto 1988-87 as Union TerrHorles (as outstanding
on 31st March 1900), in excess of what it would have received
during that period by way of ioan on the basis of the 80:100r 30:70
formula applicable io States, should be written ofi(para. 9.21).

(10) Theioans of givento Siates on account of drought during
1986-89 as outstanding on 31st March, 1980 shall be writien off
(para. 9.22).

(11) The loans of Re. 91.62 crore given to Madhya Pradesh
during 1984-89 in connaction with the Bhopal Gas Leak Tragedy
shall be written off and repayment or payment on account thereot
made already by the State Government by way of principal and
interast shali be adjusted against other payments due from the
State Government (para. 9.23). : '

(12) A moratorium of 2 years (1890-92) on repayment of
principal and payment of interest should be granted in respect of
the special loans given to Punjab during 1984-89. Meanwhile,
the Central Government should work out a sullabla package of
relief measures for the State (para. 9.24).

(13) The State Plan loans advanced o States during the 5
years 1984-89 and outstanding as on 31st March, 1990 should
be consolidated and rescheduled to 15 years inthe caseof allthe
States. During the firat 5 years 1890-95, repayments should be
less than due on existing basis to the extent of 10 par centin the
case of Andhra Pradesh, Karnataka Madhya Pradesh,
Maharashtra, QOrissa, Tamil Nadu, Goa and Special Category
States, 7.5 par cent in the case of Gujarat, Rajasthan and Uttar
Pradesh and 5 per cant in the caee of Bihar, Haryana, Kearala,
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Punjab and West Bengal {para. 9.25 and 9.26).

IX CONCLUDING OBSERVARTIONS

11.10- (1) In the interregnum between two Finance
Commissions, the present Finarice Commission Division should
be entrusted with studles and projects on different topics ralavant
to the work of the Finance Commission. For this purpose, the
Division should be substantially strengthaned (para. 10.7).

{2) An advisory Committes should be constituted fo guide the
Finance Commission Division.in is work and functions (para.

10.7).

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

_ should be developed limiting the extent of deficit financing by the

Central Government, in any given year, to an amount determined
in advancs in consuliation with the Reserve Bank of india. Ifunder
cerain extraordinary circumstances the agread upan limits are to
be exceeded, the matter should be discussed in Parliament and
its approva! obtained {para. 10.8).

{(4) Specilic staps should be taken 1o bring down the rate of
growth of revenue expenditure in the inmediate future. The policy
regarding major subsidies shoyld be reviewad (para. 10.12 and
10.13).

(5) Measures should be taken to siow down the growth of
publicdebt. Funds for investment in public enterprises otherthan
those inthe key infrastructure sectors like the Railways, should, 1o
the extent possibla, be obtained from outside the budget (para.
10.12).

(6) Away may befound tocutout loans, grants and subsidies
to the public anterprises which are continually making losses and
which, according to reasonable expectations, cannot be revived
and turnad around (para. 10.13).

(N. K. P. Salve)

Chairman

(Raja J. Chelllah} (Abdus Sattar Qureshl) (R. Keishing)
Member Member Member
(K. V. R. Nair)
Member Secretary
New Delhi
Decembar , 1989.






sapk extension of six monthsbe  dJune, 1989 fors  nission
ofits second repor. Eventhen, we nave not been able to discuss
some importani points in delail. Thus the work is not completed
satisfactorily. Givenihe normat working conditions it could have
atthe minimum taken ancther two tothree months to complete the
w_ork satisfactorily, Therafore, | am of the opinion that not only the
Firance Commission should be | manent but also that the
( sirman and all its Members should be on the whole-lime and
not on the pan-time basis.

1.7 The workofthe Fi  1ce Commission is sami-judicial in
nalure. 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
achleve_ this objective, a convention should ba built not to appoint
any active politician or a serving civil servant to the Commission.
Adurther convention should be builito see thatthe Chairman of the
Finance Commission has judicial background. Qut of the
remaining four Members also, if one of them has judicial
packground, it would {further strengthen independence,
impartiality and objectivity to a considerable extent. It is
unfortunatethatinthe past, the Union Government hastaken care
to appoint to the Finance Commission some persons whom it
regarded as favourable to it. Such appointments would reduce
the credibilty of the -Finance Commission. The Finance
Commission is a very important and useful institution for the
Centre-State financial refations and for enforcing fiscal discipline
onthe 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 Btates 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-seeckers to the Finance
Commission may imply a guilty conscience. ltis 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 infermal consultations between the Centre and the
States on the compasition of the Finance Commission and on the
tarms of reference under Article 280(1){c}. This is necessary
because the recommendations of Finance Commission greatly
affect the finances of the States. Therefore, the States should
have fullconfidencein 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 referenca 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 underiake. In the past, the
Finance Commissions had solely depended upon the data
supplied by the Centre and the States regarding the estimated
raceipts and expendituras and the forecasts for future. Much of
such data supplied by the Centre and the States isquite unreliable
because the figures are deliberately inflated or deflated with
ulierior motives. Such data is required to be cross-checked,

enquired into and corrected to arrive at the true financial position.

Besides this, some special studies also have to be underiaken by
tha Finance Commission. This Commission with its staff of nearly
two hundred persons was unableto carry out centain studies, e.g.,
Taxable capacity and Tax Efiont 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 resyjis
ware found not quite useful and most of these hadto bediscarded

The Commission should be able to carry out such work throughitg
own Secretariat, it it is permanent and has qualified persons, The
work of the Finance Commission will further increase becausg

henceforth it will go into plan grants and plan expenditura alsg
which is tawfully within its jurisdiction but sa far wrengly excludeq
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 the
States. Tha Commission should also from time to time point out 1o
the Centre and the States the financial deviation if any and may
suggest corrective measures to the erring party when it is found
necassary to do so. To enforce financial discipline on the Cantre
and the States is not only a difficuft and delicate task but also
raquires constant vigit. . Hence .also a permanent Finance
Commission with a permanent Secrstariat is the sine qua non for
fiscal discipline at the Centre and in the States. 1 am unable to
agree with the majority recommendation regarding establishing
the Finance Commission Division in the Finance Ministry to lock
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-Membar,
Secretary to the Commission to look after secretarial work. The
secroetarial 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 sithera Memberora
Secretary 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
appointments 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 Deparment to seek sanction or approval of
anything. Such an arrangement would be conducive to bring
independence, 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 second
point | would like to emphasise is the way in which the staff is
recruited inthe Commission’s secretariat. Most of the staff taken
is on deputation from the Finance Ministry, Planning Commission
orother Union governmentoffices. The Member Secretaryalsols
usually from the Finance Ministry or some other gqverpmam
establishment. In the interest of independence and objectivity In
the working of the Finance Commission's Secretariat, | feel i
would be appropriate that as much of the staff as possible should
be taken through the direct recruitment. f some compatent and
qualified officers are available in the State GO"'B_""."G'.'t
departments, they could also be inducted in the Commissions
secretariat. This may create a sense of involvement in the State
Governments and win their confidence. Thirdly, Imay g_mphaSl:G

’ that the maintenance of confidentiality of the deliberations of :

{ Finance Commission is of utmast imporiance to avoid PYGSS”:: .

Lon it from outside. 1 am sorry to say that till a few months 9 n
position in this regard was most unsatisfactory causing
considerable embarrassment to the Commission.

. Is
112 Afthough in the Constitution, the word qs:gn,s
‘recommendation’, in reality, the Finance Commis












]

3-2 The Finance Minister was consclous of the fact that the

ﬁ.‘:’:; will strongly resent and will not easily reconcile to this
bug q"g heavy financial loss. Hence, he announced in his
iy 09! spoech in February, 1959 that the States will be

Mmpensated for this loss by some other means. This assurance

was implemented

by paying 1o the States compensatory ad-hoc

?;asr}ts-imaid of revenue for the years 19850-60, 1960-61 and
62 to make good their loss in the income tax share.

1960, this question was referred 1o i

Co
on
Co

3.3 When the Third Finance Commission was constituted in
. But, that Finance
mmission regretted fts inability to fully compensate the states
the ground that the Commission was bound by the relevant
nstitutional provision and the terms of reference in the

Presidentigl Order of appointment of the Commission. Howaever,
the Commission recommended the increase in the States share

ofi
the
the
Fin

ndividual income tax from 60 per cent to 66 2/3 per cent. Thus,

fact that the States were deprived of their legitimate share in
entire income tax collections was acknowledged by both, the
ance Commission and the Union Government.

3.4 Since then successive Finance Commissions have

increasedthe States'share inthe individual income tax whichnow

sta

Centre.

nds at 85 per cent, leaving the remaining 15 per cent for the
Consequently, the Centre's interest in colldction of

individual income tax, appears 1o have considerably reduced,
which can be seen from a number of tax deductions it has allowed

n

respect of the individual income tax and the frequent

sxemptions granted.

3.5 By making the company income tax (i.e. the corporation

tax) non-sha[eable. the Centre has deprived the States of sharing
n 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 followingtable shows the comparative figures of

incometax collections and the shares of the Centre and the States
from 1950-51 to 1983-90 (BE):

TAX COLLECTION ON INCOMES:
INDIVIDUALS AND COMPANIES
(Rs. crores)
income Tax paid by Total Amount Percentage
individuals Companies Income ofStates’ ofStates'
Year Tax Share Share
1 2 3 4 5 6
1950-51 134 339 173 47 274
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 73 333
1958-59 172 54 226 76 335
1959-60 149 107 256 79 30.9
1960-61 169 111 279 88 315
1961-62 160 161 321 94 29.4
1962-63 187 220 408 95 234
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
1872-73 630 558 1188 488 41,
1973-74 745 583 1328 532 40.0
1974-75 874 710 1584 516 326
1975-76 1214 862 2076 734 354
1976-77 1194 984 2179 652 29.9
1977-78 1002 1221 2223 675 304
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-

' ? : 2 2229 7507
1978-79 n77 125 3
1979-80 1340 1392 2732 865 3
1980-81 1508 1314 2817 1002 2
1081.82 1476 1970 3446 1017 3
1982-83 1670 2185 3754 1132 3
1083-84 1699 2493 4192 1172 3
198485 1928 2656 4484 1231 3
198586 2509 2065 5374 1846 3
19868-87 2878 3160 6038 21569 3
1087-88 3187 3433 6620 2589 3

1088-89 4188 4314 8502 N.A.
4755 9000 3128 3

1089-90 (BE) 4245

Source : Central Budget Documents-various Issues

3.6 The States have constantly raised this question L
sucoessive Finance Commissions. |They have made a fo
representation befors this Commission also, in their Memo,
as well as at the parsonal hearings. The States glsp made s
representations on this point before the Commission on C
State Relations, headed by Mr. Justice R.8. Sarkaria,
Sarkaria Commission also very stror]gly recommended t
Union of India to remove this major irritant. :

3.7 My esteemed.colleagues feel that 85 per cent of in
tax giventathe States, compensates them adequately for th:
they suffer on account of the exclusion ofthe company incon
(corporationtax) fromthe divisible pool. Theyfeelthatifthe s
are given more money, it would financially weaken the Cen
am unable to agree with my respected gollquues. In princi
is wrong to deprive the States of their legitimate share i
composite income tax. To‘compens:_alte awrong is not the :
thing as not to do the wrong at all. 1t is not correct to say th.
Centre will be financially weakened if the States are given

-legitimate share. Nobody would want to weaken the Centi

fact, we all want the Centre to be strong but not at the cost
States. Forthe harmonious relations between the Centre ar
States, it is essential that the Centre should be fair, jus
equitable because in any comparison between the twothe C
is and has always been stronger than all the States.

3.8 In view of the adamant, inflexible and unreaso
attitude of the Centre in this matter and also on the principl:
the equity looks upon that as done, which ought to have
done, | would recommend to the President (in effect the 1
CGovernment) to take appropriate action for amendment ¢
Constitution to provide for sharing of the corporation tax wit
States.

3.9 The next question is what constitutes divisible poo
income tax proceeds. Even from the individual income ta
Centre has been making quite a number of large dedut
under different heads such as the Union emolur
Miscellaneous receipts, cost of collection, etc. These deduc
are unilaterally determined by the Centre and are not subj
scrutiny. Infairness to the States, it is desirable thatthe que
regarding the propriety of deductions under these heads ar
justifiable quantum of deductions should be decided t
impartial body like the Finance Commission. Hence, i
opinion these questions should be referred to the .Fir
Commission under Article 280(3)(c), as it pertains to the ¢
finance of the Centre and the States.

3.10 The most crucial question is what should be ther:
apportionment of total income tax receipts {including those
corporation tax) between the Centre and the States.
determining this question, we have to bear in mind that the €
shoulders heavy responsibility in several matters of na
importance. Hence, inmy opinion, the share of the Centre s
be larger than the share of all the States put together. Tak
the relevant circumstances into consideration and -adt
impartial and objective standards, | feel thatthe Centre incl
the Union territories should get 55 per cent and all the Stat:
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ANNEXURE 1
(Para 1.4)

Ministry of Finance
Department of Economic Affairs

New Delhi, the 13th June, 1989
NOTIFICATION -
5.0.457(E).-The following Order made by the President is published lor general information:-

ORDER

In pursuance of the provisions of article 280 of the Constitution of India and of the Finance Commission
{Miscellaneous Provisions) Act, 1951 (33 of 1951}, the President hereby directs that in the Order dated the 17thJune 1987
published with the notification of fhe Government of India in the Ministry of Finance (Department of Economic Affairs)
$.0. No.581(E) dated the 17th June, 1987 -

{a) inparagraph2,forthe words, figures andletters "the 30thday of June, 1988"the words, figures and letters "the
date of making the second report by the Commission orthe 31stday of December, 1989, whichever is earlier”
shall be substituted;

(b) inparagraph 10, for the words, figures and letters "the 30th June, 1989", the words, figures and letiers "the
31st December_, 1989" shall be substituted.

R. VENKATARAMAN
June 13, 1989 President of India

No.10(6)-B(S)/89
K.V.R. NAIR, Addl.Secy.(Budget)
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ANNEXURE 1.2
(Para 1.5)

List Of Exparts Invited For Discussion On February 24, 1988,

Dr. Amaresh Bagchi, National Institute of Public Finance and Policy,
Special Institutional Area, New Dethi-110087.

Prot. B.B. Bhattacharya, Institute of Economic Growth, Delhi-
110007,

Dr. A. Dasgupte, Nationai Institute of Public Finance and Palicy,
Special Institutional Area, New Dehhi-110067.

Prof. K.L. Krishna, Delhi School of Economics, University of Delhi,
Delhi.

Prof. T.N. Krishnan, Director, Centre for Development Studies,
Prasanta Hilis, Aakulam Road, Trivandrum.,

6.

10.

Prof. R. Radhaknshna, Director, Centre for Economic and Sodial
Studies, Nizamia Observatory Campus, Hyderabad.

Prof. Atul Sarma, Indian Statistical Institute, Sansanwal Marg, Near
Qutab Hote!, New Dethi.

Dr. J.V.M. Sarma, National Institute of Public Finance and Policy,
Special Institutional Area, New Dethi-110067.

Prof. D.K. Srivastava, Prof. and Head, Deptt. of Ecoriomics, Banaras
Hindu University, Varanasi.

Dr. G. Thimmaiah, Economic Adviser, Government of Kamnataka,
Vidhana Saudha,Bangalore.

ANNEXURE .3
(Para 1.5)

List Ot Economists Whose Views Were Sought OnThe Devolution Formula And The Composite Index Of Backwardness

New Dalhi.

. Prof. C.H. Hanumantha Rao, Institute of Economic Growth, 12. Prof. B.S. Minhas, Indian Statistical Institute, Sansad Marg, New
University Endlave, Delhi - 110 007. Delhi - 110001
2. Prof. V.M. Dandekar, Gokhale Institute of Politics and Economics, 13. Prof. 5.D. Tendulkar, Delhi School of Economics, University of Delhi,
Pune. Delhi - 110 007.
3. Shri D.R. Pendse, Economic Adviser, Tata Industries, Bombay 14. Dr. S.P. Gupta, Department of Economics, Sambalpur University,
House, Homi Mody. Strest, Bombay - 400 001, Jyoti Vihar, Burla, Crissa.
4. Prqf, D._K. Snvasta\ga, Department of Economics, Banaras Hindu 5. Prof. N.S. lyengar, Indian Statistical Institute, Bangalore,
University, Varanasi, t6. Prof. P.A. Brahmananda, Visiting Professor, Indian Statistical
5. Prof. D.T. Lakdawala, Centre for Monitoring Indian Economy, Institute, Bangalore.
Bombay. ) 17. Dr.T.8.Papola, Consuitant, Planning Commission, Yojana Bhavan,
6. Prof. 5. Guhan, Madras Institute of Development Studies, New Delhi - 110001,
res. 18. Prof. 1.5, Gulat, Vlce-Chalrman Kerala State Planning Board,
7. Dr. Pravin Visaria, Director, Gujarat Institute of Area Planning, Pattom, Trivandrum - 4.
Ahmedabad. 19. Dr. Amaresh Bagchi, Director, National Institute of Public Finance
8. Prof. S.R. Hashim, Consultant {Perspactive Planning), Planning and Policy, New Delhi - 110 067.
Commislon, New Delhi. 20. Prof. Ashok Mi Fi Fi Minister, Gi t of West
9. Dr. G. Thimmaiah, Economic Adviser, Government of Kamataka, ) B::: alsC:Icut!t:a‘ armer Finance Minister, Govemment of Wes
Vidhana Soudha, Bangalore. e '
10. Prof. R. Radhakrishna, Director, Centre for Economic and Social 21. Prof. Shailendra Singh, Professor of Economics, Lucknow
Studies, Nizamia Observatory Campus, Hyderabad. University, Lucknow.
11, Mr. B.P.R, Vitthal, Centre for Economic and Social Studias, Nizamia 22. Dr. Freddie Mehta, Director, Tata Sons Lid., Bombay House, Homi
Observatory Campus, Hyderabad. Mody Street, Bombay - 400 001.
ANNEXURE 1.4
. (Para 1.5}
List Of Economists Who Met The Commission On 23rd June 1989
t. Dr. D.T. Lakdawala, Hon. Professor, Sardar Patal institute of i i i
Economic and Social R rch, Ahmedaba 5. Prof. S.D. Tendulkar, Delhi School of Economics, Delhi.
2. Dr. G, Thimmaiah, Economic Adviser, Gc:vemmem of Karnataka, 6. Dr. Amaresh Bagchi, Director, National Institute of Public Finance
Bangalore-560001. . .
" and Policy, New Delhi.
3. Prof. V.M. Dandekar, Indian School of Palitica) Ecanomy, Pune.
4. Dr.5.R. Hashim, Adviger, Perspective Planning Division, Planning 7. Shri. D.R. Pendse, Economic Adviser, Tata Industries, Bombay.
Commission, New Delh |
ANNEXURE 1.5
{Para 1.5}
List Of Economists Who Met The Commission On 16th October 1959
1. Prof. KL. Krishna, Delhi School of Economics, Umverslty of Delhi, 4,  Prot. R. Radhakrishna, Director, Centre for Economic and Sacial
Delhi, ‘ Studies, Hyderabad,
2 Dr. A Dasgupta, National Institute of Public Financaand Policy, New 5. Dr. G. Thimmaiah, Economic Adviser 10 the Government of
Delhi. Karnataka, Bangaiore.
3. Dr.J.V.M. Sharma, Nahonal Institute of Public Finance and Policy, 6.  Prof. R.S. Rao, PG Department of Economics, Sambalpur University,

Sambalpur.



ANNEXURE 1.8
{Para 1.7}

Dates Of Discusslons With The State Governmants At State Headquarters/Fleld Visiis Undertaken In The State

Madhya Pradesh
Gujarat lith and i2th April, 1988
Kerala 26th and 27th April, 1988

Maharashtra {2th and 13th May, 1988

Jammu and Kashmir 20th to 23rd May, 1988

Haryana 24th May, 1988

Punjab 25th May, 1988

Himachal Pradesh 27th and 28th May, 1988

Goa 10th and 11th Octaber, 1988

Uttar Pradesh 12th and 13th December, 1988 and 4th June,
1989

Orissa 20th to 22nd December, 1988

5th and 6th Aprit, 1988 and 6th January, 1989

Andhra Pradesh 9th and 10th January, 1989
Karnataka 11th to 13th January, 1989
Woest Bengal 1st to 3rd February, 1989
Assam 4th to 6th February, 1989
Manipur 16th and 17th February, 1989
Meghalaya 18th and 19th February, 1989
Tamil Nadu 24th to 26th February, 1989
Rajasthan gth to 11th January, 1988 and 26th June,
1989
Bihar 22nd 1o 23rd Sepember, 1989
Arunachal Pradesh 2nd to 4th November, 1989

ANNEXURE .7
{Para 1.8}
List Of Secretarles To The Govarnment Of India Who Met The Commission _
Date of Meeting 10. Shri 8. Varadan, Department of Coaf 9.5.1988
1. 8hri 8. Venkitaramanan, 4.51988 11. Shri P.S. Raghavachari, Depariment of Posts 9.5.1988
"S‘;"'S"V of Finance 2961968 12. Shri C.G. Somaiah, Ministry of Home Affairs 10.5.1988
2 i V.C. Pande, 4.5.1988 . . :
Departmant of Rural Development 13, Shr! R.K. Jain, Chairman, Railway Board 17.5.1088
3. Shr K.D. Vasudeva, Depariment of Fartilizers 5.5.1988 14. Sh"_D' Bandyopadhyay, Departmant of F‘!avenue 28.6.1388
4. Shri T.U. Vijayasekharan, Department of Food 55 1988 15. Shri RH Gupta, Depariment of Expenditure 28.6.1988
5. Shri Shiromani Shama, Ministry of Textiles 6.5.1988 e B dlan, | icor and Socretary 29.6.1388
6 Shn S. Varadan, 6.5.1988 Department of Economic Affairs
::‘msh'y of Petroleum and Natural Gas 17. Shri P.M. Abraham, Ministry of Surface Transport 8.2.1989
7. ri G.N. Mehra, 6.5.1988 ;
Department of Public Enterprises 18. mlxya';?%::z?n?em and Forests 19.7.1988
8. ShrH.K Khan, 65,1988 :
Deptt. of Chemicals and Petrochemicals e ﬁ:n:gr: ofA Il;?r::nue 1149 1701193399 &
8. ShriSK Bhatnagar, 8.5.1988 8.11.1689
Ministry of Defence. _Asslsh_ed by: 20. Dr. Nitin Desai, 14.10.1989 &
{a) Lt General S.5. Rodrigues, Chief Economic Adviser & Secretary 8.11.1989
Vice-Chief of the Army Staff Department of Economic Affairs
{b) Vice-Admiral G.M, Hiranandani,
Vice-Chief of the Naval Staff 21. Dr. N.K Sengupta, 14..10.1989 &
{¢) Air Marshal N.C. Suri, Vice-Chief of the Air Staff _ Department of Revenue . 8.11.1989
(There was a presentation by the 23. Shri K.P. Geathakrishnan, 14.10.1989 &
Ministry of Defence at the South Block.) Department of Expenditure 8.11.1989
ANNEXURE L.8
(Para 1.10)

Names With Designation Of The Officers In The Commission's Secretariat.

S/shi

Kamalakar Mishra, Joint Secretary
R.K. Chakrabarti, Joint Secretary

Dr. M. Govinda Rao, Economic Advisar
Km. Bharti Prasad, Officer on Special Duty
V. Srinivasan, Director

R.D. Gupta, Consultant

P.R. Nair, Joint Director

P.L. Rao, Joint Director

H.N. Gupta, Joint Director

D. Amarnath, Joint Director

.- Km. Ritu Anand, Consultant

Menohar Lal, Consultant

T.8. Rangamannar, Consultant

B.N. Singh, Consultant

L I S U R
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15,
16.
17.

18,

19.

20
21
22,
23,
24,
25
26
27

A.N. Bhattacharjee, Deputy Director

A K. Lal, Deputy Director

R.N. Dubey, Deputy Director

8.R. Dongre, Deputy Director

P.S. Gil,, Deputy Director

Diwan Chand, Deputy Director
Sanjeev Kumar, Asstt. Director

Km. Vandana Aggarwal, Asstt. Director
G.P. Sahni, Asstt. Director

B.K. Aggarwal, Asstt. Director

. R.N. Fewari, Assti. Director
. Kailazh Chandra, Asstt. Director
. Karan Vir Ahluwalia, Systams Analyst

(Seconded from the National Informatics Centre)
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ANNEXURE 1.1

{Para 2.3)
Revenus Recelpts and Revenue Expenditure of Central and State Governments
{Rs. Crorej
Revenue Receipts  Revenue Expenditure Revenue Revenue Receipt Revenue Revenue Combined Revenue
Of Cenire Of Centre Deficit Of States Expendi- Deficit  Receipts Expendi- Deficit
Gross Net Including Excluding of S5 n wre of e
Transfers Transfers Centre of States
to States o States Statas

1674-75 702 6478 5714 4655 764 65004 3716 5602 402 11048 0882 1166
1975-76 o557 7958 7071 5786 887 7475 4591 6522 953 13687 11847 1840
1976-77 10306 8618 8320 8735 298 8652 5387 7555 1097 15258 13863 1385
1877-78 11380 o502 9162 7254 430 9401 5688 8381 1020 16435 14986 1449
1978-79 12960 11003 10711 8143 292 11008 6487 9872 1136 18775 17348 1427
1879-80 14467 11061 11755 9555 6564 13060 7452 11512 1548 21211 20356 855
1980-81 16276 12484 13261 10504 777 15038 8491 14136 800 23835 23711 124
1981-82 10414 15140 15433 12590 -293 17504 10407 16193 131 268881 27884 7
1982-83 22146 17507 18761 15177 -1254 20243 12026 19354 889 33086 33451 -365
1983-84 24963 16717 22115 17822  -2398 22908 13609 22680 218 36058 39139 -2180
1984-85 29326 23549 27047 21984 -3498 26220 15313 27118 -899 42933 47329 -4396
1985-86 35535 26044 33608 27053 5565 31806 18091 31362 544 51011 56031 5021
1986-87 41426 32950 40726 33685 7776 35981 20581 35960 2 58434 661898  -7755
1987-88 (RE) 47806 38308 46804 aga28 -8497 41383 23341 43012 -1629 67349 77474 10125
1988-89(BE) 53671 43009 52851 44111 -9842 45549 26331 46622 -1073 74781 85696 -10915

Nota : States include Union Terntonas

Sourca : "Indian Economic Statistics - Public Finance, “Ministry of Finance, Government of india.”

ANNEXURE I1.2
(Para2.3)
Revenue Surplus/Deficit Of Central And State Governments
_ (Rs. Crore) (As. Crore)}
Yet Revenue Surplus(+) Percentage of Revenue Year Revenue Surplus(+) " Percontage of Revenue
[Deficit(-) Surplus{+Y Deficil({-) to GDP /Deficit(-) Surplus(+)/ Deficit(-) to GDP
Centre States Total Centre States Tol _ Contre States Total Centre  Stales Total
1980-81 777 900 123 057 066 - 0.09 1985-86 -5585 544 5021 -2.12 021 191
1981-82 -293 1311 1018 0.18 0.82 0.64 1986-87 -7’76 21 -7987 -2.65 0907 -272
1982-83 -1254 889 -365 0.71 050 021 1987-88 <8137 -1306 -10443 -2.76 0.40 -3.16
1983-84 -2398 218 -2180 -1.16 o1 -1.05 1988-89(RE) - 11030  -2324 -133%4 -3.21 -0.68 -3.89
1984-85 -3498 -899 -4397 -152 033 19 1989-50(BE) -7012 4451 -11463
(RE)  Revised Estimates. (BE)  Budget Estimates.
Source: 1. Indian Economic Statistics - Public Finance. (From 1980-81 to 1886-87).
2. Budget Documents of Union and State Governments  (From 1987-88 to 1389-90).
ANNEXURE 11.3
(Para 2.5)
Indebtedness Of The Centre And States
(As. Crors)
Al the end Internal External . Cnher Liabilitiea Total States Cantre +
ol the Year Debot of Delt of of Cantre Liabilities Central Other Total Stales
Centre Cantre of Canire * Loans Liabitties Liabiitiea of (4)+(6)
{1+@H+(3) States
(B)+(8}+(7}
1 2 3 4 5 6 7 8
1970-1 7662 6485 5046 19153 365 2364 8748 21877
1975-76 13899 7489 8462 +300 28850 9682 4035 137117 33885
1976-77 14441 8495 10506 +300 33442 10408 4393 14801 37835
1977-78 18996 8985 11891 +300 39872 11529 4558 16487 44830
1978-79 19855 9373 13954  +300 43182 13890 5297 19187 48479
1979-80 24339 9964 15552 +300 49815 15756 5870 21626 55785
1980-81 30864 11208 17287 +300 59449 17071 6902 23873 €6351
1981-82 35653 12328 19905 +300 67886 19080 B640 27729 76535
1982-83 46939 13682 23951 +300 B4572 23558 8965 32523 93537
1983-84 50263 15120 20578  +300 94061 26990 10863 37853 105824
1984-85 58537 16637 37967 +300 113141 30432 13478 43910 126619
1985-86 71039 18153 47992 +300 137484 37842 14439 52281 151783
1986-87 88312 20299 50635 +300 166546 43530 17110 69781 192797
1987-88 99646 23223 73392 4300 195561 49345 19579 80066 226282@
1988-89(RE} 114453 25238 88249 +300 228241 55536 22663 81053 263758
1989-90(BE) 130758 28037 100834  +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.
Includes actuals of Central Government debt and BE/RE of States’ dabt.

* t

Revised Estimates. e

Budget Estimatss. (@)
Source: RBI, Raports on Curancy and Finance.
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ANNEXURE 1111
(Para 3.9)
Share Capltal Investment In State Publlc Undertakings At the End of 1989-80
(Rs. Lakh)
States Promotional Financial Commercial Total
Number Investment Number investment Number Invesiment Number __ Investment
1. Andhra
Pradesh 14 8144 5 10113 % 26691 45 44945
2.  Arunachal
Pradesh 1 490 2 291 - - 3 781
3.  Assam B8 2439 2 1526 19 8536 29 12601
4, Bihar 13 4153 5 4219 17 13425 35 21797
5 Goa 2 43 1 234 5 2619 8 2901
6. Gujaat 17 12990 3 4053 16 12376 3% 29419
7. Haryana 10 7307 5 327 ) 3159 24 10793
8. Himachal
Pradesh 8 5133 1 805 8 2499 17 8437
9. Jammuand
Kashmir 3 510 3 1143 12 8234 18 10887
10. Kamataka 15 4753 13 6919 47 23322 75 34904
11. Kerala 2 8096 3 1430 55 24137 80 33663
2. Madhya
Pradesh 16 13137 [ 644 13 8364 35 22145
13. Maharashtra 25 11368 2 6720 14 7059 4 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 3 358 6 420
17. Nagaland 2 31 1 4 6 1467 9 1502
18, Orissa 14 4828 4 10286 52 20536 70 35650
19. Punjab 1% 5220 5 4888 " 12724 27 22832
20. Rajasthan 10 3488 16 7959 14 4253 40 15700
21.  Sikkim 1 0 2 428 10 481 13 939
22, TamilNadu 14 4130 2 1677 3 26130 54 31937
23. Tripura 3 794 1 77 4 2114 8 2085
24, Uttar
Pradesh 33 110585 7 18308 % 76455 65 105818
25. Woest
Bengal 24 11590 4 4285 k.| 8379 62 24255
TOTAL 274 120407 o8 86562 451 207713 823 504582
Note : This Table does not include State Electricity Boards/Undertakings and Road Transport Corporations/Undertakings,
ANNEXURE Ill.2 ANNEXURE I11.3
(Para 3.9) {Para 3.11)
Dividend From State Governments' investment In Public Investments In Co-operative Institutions At The End Of
Enterprises : 1990-91 And 1890-55 19889-80 And Estimated Dividend In 1980-81 And 1990-95
(As. Lakh) {As. Lakh)
States Dividand Dividend States Total Estimated Dividend
@Ton @ 5%aon Estimalaed Dividand in ~ Investments {1990-91) {1990-95)
Financial Commerclal 1. Andhra Pradesh 34693 816 4080
. Entaprses  Emarprises 1960-81 _ 1990-95 2. Arunachal Pradesh 229 5 P
1. Andhra Pradesh 30339 133455 1628 8190 3. Assam 5454 184 920
2. Amunachal Pradesh 8.73 - 2] 45 4. Bihar 10751 276 1380
3. Assam 4578 431.80 478 2300 5 Goa 1300 56 260
4. Bhar 126.57 671.26 788 3890 6. Gujarat - 8484 347 1735
5 Goa 702 130.95 138 690 7. Haryana B768 346 1730
?‘ Eumt . 12;-3? ?;g-gg Zég 3;’-‘4% 8. Himachal Pradosh 2646 7 3%0
8. Himachal Pradesh 2415 12495 149 745 ?6 mmt‘;:aK”““’" 17;?; ; 42 a',%
9. Jammu & Kashmir 3429 46170 496 2480 : a
10. Kamataka 20757  1166.10 1373 6865 |1 Korala 9800 369 1845
11. Kerala 42.00 1206.85 1250 6250 12, Madhya Pradesh 17401 652 3260
12, Madhya Pradesh 19.32 418,20 438 2190 13. Maharashira 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 264 9 45
16. Mizoram 0.36 18.40 19 95 17. Nagaland 475 17 85
17. Nagaland 0.12 73.35 74 37 48 Orissa 14562 461 2305
18. Orissa 308.58 1026.80 1335 6675 19° Puri 13272 476 2350
19. Punjab 14664  636.20 783 3915 - Punjab
20. Rajasthan 23877 21265 451 2255 0. Rajasthan. 12621 463 2315
21. Sikkim 1284 24.05 a7 185 2. Sikkim 256 6 0
22. Tamil Nadu 5031 130650 1357 6785 22. TamilNadu 12059 445 2225
23, Tripura 2.3 105.70 108 540 2. Tripura 804 25 125
24, UnarPradesh 549.24 ag22.7s 4372 21860 24. UtarPradesh 23196 787 3935
25. Woest Bengal 128.58 41895 547 2735 25. Wast Bengal 21969 817 4085

TOTAL 259688 1438565 17483 87415  TOTAL 264303 9362 46810




ANNEXURE Ill.4

State Electricity Boards Estimates Of State Governments’ Loans Outstanding As On 31.03.19980

Total
State

Investments Investments Net
InWorks-In- In Rural

Outstanding

(Para 3.21)

{Rs. Lakh)

Total
State

Investments

InWorks-In-  in Rural

tnvestments  Net

Outstanding

States Loans Progress Electrification Loans Loans Progress Electrification Loans
{Col.1-2-3) States (Col.1-2-3)
{1 (2) @ (4) ) () 3 )
1. AndhraPradesh 110922 2838 91704 16380 10. Madhya
2 Assam 86911 28882 7302 50727 Pradesh 199262 42023 37510 119729
3. Bihar 169896 41468 11802 116626 11. Maharashtra 287048 50177 04132 142739
4. Gujarat 226491 20894 25589 180008 12 Meghalaya 8857 2000 1383 5274
5. Haryana 139440 25352 29632 84456 13, Orissa 22073 902 10620 11451
6. Himachal 14, Punjab 327157 47675 18779 260703
Pradesh 37107 15638 2842 18627 15, Rajasthan 105923 37z 48917 53289
7. Jammu and 16. Tamil Nadu 231729 48467 57826 125436
Kashmir 38624 16489 700 21435 17, UttarPradesh 475085 176928 59488 238669
8. Karnataka 53743 5010 28679 16854 18, WestBengal _ 70857 26600 11592 32456
9. Kerala 64957 17763 14552 32642 TOTAL 2656582 572832 553249 1530501
ANNEXURE L5
(Para 3.21)
Net Return On invesiments In State Electricity Boards : 1990-91 To 1994-85
(Rs. Lakh)
Total Total
STATE 1990-91 1991-92 1582-83 1983-54 190485 1D60-35 STATE 1990-01 1901-92 199293 1993-94 1904-05 198095
. ANDHRA PRADESH 8. MAHARASHTRA
Gross Return On Gross Return On
Outstanding State Loary 491 839 1278 1809 2431 6848 Outstanding State Loan 4282 6312 8642 11274 14207 44717
Sot-off For Electricity Set-off For Electricity
Duty 4005 4299 4514 4740 21548 Duty 24248 25460 26733 28070 29473133984
Not Retumn - - - - - - Net Retum - - - - - -
BIHAR 9. ORISSA
Gross Return On Gross Return On
Outstanding State Loan 3499 4085 6632 8439 10407 33962 Outstanding State Loan 344 485 640 809 991 3269
Seot-off For Electricity Set-off For Electricity
Duty 1919 2015 2116 2222 2333 10605 Duty 6997 7347 7714 8100 B505 38683
Net Retumn 1580 2970 4518 6217 8074 23357 Net Return - - - - - -
. GUJARAT 10. PUNJAB
Gross Return On Gross Return On
Outstanding State Loan 5400 7349 9372 11470 13542 47233 Qutstanding State Loan 7821 10668 13535 16721 19921 68766
Seot-off For Electricity Set-oft For Electricity
Duty 16942 17789 18678 19612 20593 93514 Duty 5534 5810 6101 6406 6726 30577
Net Retum - - - - - - Net Return 2287 4858 7534 10315 13195 38189
. HARYANA 11. RAJASTHAN
Gross Return On Gross Retum On
Outstanding State Loan 2534 3572 4706 5337 7265 24014 Outstanding State Loan 1599 2199 2833 3500 4201 14332
Set-off For Elgctricity Set-off For Electricity
Duty 3644 3826 4017 4218 4420 20134 Duty 3602 3782 3971 4169 4378 19902
Net Retun - - 689 1719 2836 5244 Net Retumn - - - . - -
5 KARNATAKA 12. TAMILNADU
Gross Return On Gross Return On
Outstanding State Loan 596 696 1248 1650 2104 6494 Qutstanding Stete Loan 3763 5471 7406 9567 11956 38163
Set-off For Electricity Sot-off For Electricity
Duty 8313 8728 9165 9623 10104 45933 Duty 347 364 382 401 421 1915
Net Retum - - - - - - Net Return 3416 5107 7024 9166 11535 36248
. KERALA 13. UTTARPRADESH
Gross Return On Grosg Returmn On
Outstanding Stats Loan 979 1533 2201 2982 3876 11571 Outstanding State Loar 7160-10763 14973 19792 23125 75813
Set-off For Elgctricity . Set-off For Electricity
Duty 6720 7056 7409 7779 B168 37132 Duty 4358 4575 4804 5044 5287 24078
Net Retum - - - - - - Net Return 2802 6188 10169 14748 17828 51735
. MADHY APRADESH 14. WESTBENGAL
Gross Return On Gross Return On
Outstanding State Loan 3592 5200 7261 9479 11951 37582 Outstanding State Loan 974 1582 2333 3225 4258 12373
Set-off For Electricity Set-off For Electricity
Duty 17418 18289 19204 20164 21172 96247 Duty 4400 4619 4850 5093 5348 24310
Net Retum - - - - - - Net Return
Note

relate to the sale of power

1. in cases where receipts from Electricity Du
receipts from Electricity Duz, netreturn has
4

the Boards).

Yoon cal

r than gross return, net retum has been taken as NIL. Where gross ratum is larger than
iated net of receipts from  Elactricity Duty. (For this purposae, receipts from Eleciricity Duty

2. Nstreturn from investments in Departmental urdertakings in Arunachal Pradesh, Goa, Manipur, Mizoram, Nagaland, Sikkim and Tripura has been

laken as NiL in each year.

3. NIL rate of retum has been assumed from the operations of the Electricily Baards in the Special Category States of Assam, Himachal Pradesh,
Jammu and Kashmir and Meghalaya in each of the yaars of the forecast pariod.
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ANNEXURE lIL.6
{Para 3.23)
Financlal Performance Of The State Road Transport Corporations/Undertakings (1687-88)
' (Rs. Crore)
Teansport Corporationa/undertakings Operating Operating  Opevating  Misc, Grosa  Contribution Taxes Inlereet To NetProftv  Operational
Aevenus Exponditure  Surplus Receipts Profl  To Depreciation Craditors Other Loss(Col. Ratio OF
{nast) (3+4)  Reserye Fund Than State Govt. 56-7-8) Finance(%;)
N &) () {4) {5} (6) {7 (8) 9 (10)
NON-HILL STATES
1. Andhra Pradesh 506.02 338.03 18799 384 18415 6617 5588 1147 3063 66.69
2. Assam 15.15 18.59 3.4 049 383 1.80 0,39 1.08 -1.20 124.26
3. Bihar 19.62 3024 -10.62 9.55 -1.07 361 0.76 0.09 553 154.44
4. Gujamat 305.25 212.28 92.97 -3.21 89.76 29.19 76.44 9.38 -25.26 90.80
5. Goa 691 5.85 1.06 0.01 107 0.80 0.61 0.04 048 92.66
6. Haryana 115.07 89.18 2589 062 2651 581@ 829 - 12.41 7750
7. Kamataka 34560 21187 13373 -2697 108.76 4047 5426 1516 313 6140
B. Kerala 123.00 107.50 15.50 -1.98 1352 7.06 1050 654 -1058 8740
9. Madhya Pradesh 96.38 74.78 2162 362 18.00 685 15.05 588 979 7864
10. Maharashtra 569.75 383.13 18662 700 17962 4798 100.57 14.68 16.38 8065
11. Crissa 18.35 16.07 229 0.65 254 1.75 269 1.83 333 8753
12. Punjab
(i} Punjab Roadways 604 60.04 0.40 0.09 049 6.28 6.32 - 121 9334
(iiy PEPSURTC 26.00 23.04 304 048 -3.50 268 256 279 -1153 111.69
13. Rajasthan 131.67 86.63 4504 324 4180 661 2976 258 2.85 g2. 78"
14. TamilNadu
() Pailavan Transport Corpn. Ltd 8193 70.32 11.81 3.24 1485 10.15 278 053 1.39 85.83
(#} Thiruvalluvar Transpont
Corpn, Ltd 5651 4255 13.96 0.03 1393 10.10 379 159 -155 7520
(W} Pattukottai Azhagin
Transport Corpn. Ltd 4281 30.43 1238 009 1247 771 574 1.53 -251 71.08

{(iv} Pandiyan Roadways Corpn. Lid 38.96 2039 957 019 938 479 525 1.77 -243 7543
(v) Marudhu Pandiyar

Trasport Corpn, Ltd 2757 2081 6.76 017 5.59 4.08 a.s2 089 220 7548
(vi) Rani Mangammal
Transpott Corpn. Ltd 26.38 19.21 717 0,53 7.70 488 3.36 0.79 -1.33 7282
(vii) Cheran Transport Corpn. Ltd 5584 39.67 16.17 027 15.80 7.94 7.21 210 -1.35 71.04
{vii) Jeeva Transport Corpn. ltd 20.74 2013 9.61 -0.94 867 487 432 1.06 -1.58 6768
(ixy Cholan Roadways Corpn. Lid 33.14 2427 8.87 0.76 8.1 541 4.20 112 --282 73.23
{x) Dheeran Chinnamalai
Transport Corpn. Ltd 29.54 19.35 10.19 0.85 11.05 6.62 374 0.85 0.16 65.50
{xi) Anna Transport Corpn. Lid 3092 21.45 5.47 -1.17 8.30 459 4.21 1.48 -1.98 69.37
(xii) AnnajSatya Transporn
Corporation Id, 18.54 11,83 6.71 0.21 6.92 389 272 0.40 0,09 6381
(xiii) Kattabomman Transport
Corpn. Ltd 3113 2284 82 015 8.14 495 397 1.21 -1.99 7337

(xiv) Nesamony Transport Corpn. Ltd 2445 17.87 6.58 0.35 603 340 3.16 0.66 029 73,08
(xv) Thanthai Periyar Transport

Corpn. Ltd 4380 27.22 16.58 -2.24 14.34 7.59 5.50 078 047 62.14
Total: {i to xv) 571.26 41734 15392 064 15328 9087% 6377 1676 -1822 7306
15. Uttar Pradesh 216.09 163.63 5246 0.68 §3.44 3423 463 11.7® 2.49 7647

16. West Bengal
) Calcutta State

Transport Corpn, 18.29 3834 2005 15.51 454 8.32 0.32 0.06 -11.24 209.62
{i} North Bengal State
Transport Corpn. 10.00 1357 -357 513 156 1.00 0.05 0.21 0.30 135.70
(%) Durgapur State
Transpon Corpn. 215 397 -1.82 2.03 0.21 0.64 0.10 0.01 -0.54 186.38
{(iv) Calcutta Tramways Co. Ltd 692 2596 -1904 134D -5.64 6.30 0.04 085 1283 37514
HILLSTATES
1. Arunchal Pradesh 1.4 205 -064 - -0.64 - - - 064 143,39
2. Himachal Pradesh 34 81 37.25 -2.44 11.14 B8.70 470 1.40 251 0.09 107.00
3. Jammu and Kaghmir 21.28 19.89 1.38 0.21 1.18 348 0.90 209 529 9347
4. Manipur 1.45 1.94 049 .08 041 0.45 0.02 0.21 -109 133.79
5. Meghalaya 254 297 £0.43 0.15 -0.58 0.82 0.01 0.26 -1.67 116.93
6. Mizoram 130 380 -260 004 -258 - - - -256 30000
7.. Nagland 2.24 470 -2.46 0.20 -2.68 - 0.04 - -2.70 209.82
8. Sikkim .77 787 0.10 003 -0.13 - 0.04 - 017 101.29
8. Tripura 2.06 296 -0.90 -0.16 -1.06 0.59 0.04 0.23 -1.92 148.70
TOTAL 322,79 2409.55 §29.24 6.73 83597 37666 43544 10852 -B2.65 79.28

@ Includes Rs. 0.14 crore as M.T. Reserve Fund of Haryana Roadways.

# Includes As. 4.50 Crore of Insurance and other funds of 15 Govamment owned companies of Tamil Nadu.
** Calculated on Rajasthan State Road Transport Corporation’s own flest,



68

ANNEXURE IN.7
{Para 3.25)
Physical Performance Of State Road Transpart Corporations/Undertakings : 1987-88
Transpar Corporations/undartakings Staff Bus/Tram Car Ratio Khomotres  PerCont
Floal Load Aun Of Overaged  Vehicke
Utiieation Factor Tratic Workshope! Admn. And Total PerLfire Vehicles To  Productivity
(Pt cont) {Pet com Maintgrance  Others {Cos. 34445)  OfHSD TotFlest  (inKma)
i) @ )] G 5) _18) [tJ)] {8) [£)]
NON-HILL STATES
1. AndhraPradesh 96.00 73.00 507 1.58 1.74 8.39 492 71.72 293.00
2. Assam 77.00 77.00 7.00 220 0.37 9.668 4.10 - 142.00
3. Bihar 53.00 59.44 689 KA 3.62 13.72 398 15.36 102.00
4. Gujarat 84.90 66.00 4786 1.89 0.56 a5 4.99 14.13 312.00
5 Goa 87.00 79.00 536 1.29 1.14 7.79 a7 229.00
6. Haryana 95.00 8200 360 131 - 0.63 554 4.23 208 305.00
7. Kamataka 85.60 65.20 399 154 1.62 715 4,39 14.50 256.00
8. HKerala 82,00 81.00 7.08 276 1.83 1167 72 48,02 240.00
9. Madhya Pradesh B88.00 68,00 395 274 2.21 8.90 417 8.64 207.00
10. Maharashtra 87.00 81.33 514 2.1 1.20 B8.45 432 6.24 242 .00
11, Orisga 82.00 70.00 492 2.25 2.38 9.53 398 6.06 203.00
12. Punjab
{) Punjab Roadways 95.40 75.40 an 1.24 0.82 547 3.99 NIL 237.00
(i) PEPSURTC 89.00 76.00 3.78 131 1.02 6.11 363 a3 223.00
13. Rajasthan 89,00 72.00 543 184 0.99 8.26 4.60 4795 253.00
14. TamilNadu
{) Pallavan Transport Corpn. Ltd 88.30 83.80 6.26 252 1.32 10.10 353 067 23200
(i) Thiruvalluvar Transport
Corpn. Lid 91.20 73.00 543 1.10 0.72 7.25 3.90 11.87 376.00
(i) Pattukottai Azhagird
Transport Corpn. Ltd 89.25 7764 7.26 2.16 1.39 10.81 410 NR 657.00
{iv} Pandiyan Roadways Corpn, Ltd 9548 64.00 540 1.29 0.87 7.56 4.15 NR 339.00
{v) Marudhu Pandiyar
Trasport Corpn, Ltd 81.18 6277 556 1.44 0.78 7.78 434 6.42 385.00
{vi} Cheran Transport Gorpn. Ltd 87.00 67.00 536 1.14 073 7.29 3.81 NR 305.00
{(vii) Rani Mangammal
Transport Corpn. Lid 84,85 66.04 530 1.26 0.62 7.18 41 11.58 374.00
{viii) Jeeva Transport Gorpn. |td 95.69 60.20 533 1.38 0.56 727 432 3N 376.00
(ix) Cholan Roadways Corpn. Ltd 94.00 61.00 525 1.34 0.95 7.55 445 0.71 381.00
{x) Dheeran Chinnamalai
Transport Corpn. Ltd 98300 61,00 5.48 142 0.74 764 4.08 0.83 396.00
(d) Anna Transport Corpn. Ltd 84.10 62.00 532 1.16 0.97 7.45 413 15.53 368.00
{xi) Annai Satya Transport
Corporation Itd. 92.40 68.00 4.77 1.14 0.73 6.70 4.21 11.96 300.00
{xiii} Kattabomman Transport
Corpn_ Ltd 84,10 65.50 565 162 1.05 832 4.37 NR 369.00
{xiv) Nesamony Traneport Corpn. Ltd 9630 65.19 527 163 1.07 7.97 4.10 955 34200
{xv) Thanthai Periyar Transport ]
Corpn. Lid 94.81 70.56 487 1.13 0.80 6.80 413 1.00 391.00
15, UttarPradesh 88.00 63.00 5.28 2.04 .89 821 445 6.00 209.00
16, West Bengal
() Calcutia State
Transport Gorpn. 58.00 100.00 10.30 354 3.20 16.94 2.98 16.88 98.00
(i) Durgapur State
Transport Corpn. 47.00 61.00 6.30 263 2.67 11.60 340 533 98.00
(i) North Bengal State
Transport Corpn. 87.00 69.00 4.42 269 305 10.16 3.97 25.14 182.00
{v) Calcutta Tramways Co. Ltd 71.00 7400 16.00 1.78 5.70 3348 PRunsonDC 61.3% 69.00
cumant
HILLSTATES :
1. Arunchal Pradesh Bus 90.00 54.00 253 0.80 1.90 5§23 a7 1485 113.00
2. Himachal Pradesh Bus 94.00 6350 A75 145 0.72 5.92 3.20 16.12 182.00
3. Jammu and Kashmir Bus 62.00 NR 7.39 227 1.44 11.10 350 12.75 81.00
Truck NR NR NR NR NR NR NR 34.25 NR
4. Manipur Bus 65.00 88.00 5.40 3.90 WA 1271 3.46 34.06 21.49
Truck NR NR NR NR NR NR NR 50.00 7.90
5. Meghalaya Bus 70.00 73.00 57 3.03 1.53 10,27 346 NIL 93.00
6. Mizoram Bus 75.00 89,00 2.73 090 0.55 418 2.80 19.00 43.00
7. Nagland Bus 69.00 €9.00 416 206 0.65 6,87 3.75 .23 97.00
8, Sikkim Bus 70.00 47.00 621 4.3 4.42 1494 3.00 - 15.00 60.00
Truck 75.00 63.00 NR NR NR NR 304 18.00 59.00
9, Tripura 59.00 83.00 5.80 278 1.77 10.36 3.40 11.46 66.00
NRA: Not reported.

** Source: Govemment of Mizoram.
Source: Planning Commission.



ANNEXURE 1.8
{Para 3.28)

Return Assessad At Graduated Rates On State
Governmenis’ Investment In Road

Transport Undertakings
{1980-91 to 1094-85)
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Major And Medium Irrigation Schemes - Potential

ANNEXURE .10
(Para 3.41)

Created And WUtilisation

{ThousandHectares)

(As. Crore} 198708 (Actual))  Col2Aas Estimated For 1988-90 Col. 5 As
; Imigation  Gross  PerCem  migation  Gross  PerCent
Stala 1990-91 1989152 1982-@3 1993-04 1994-95 18890-85 Potential imigated Of Col.1 Potential Imigated Of Col. 4.
5 Tetal States Area Ama
W @ E] @ 5 w7
Non-Hill States 1 Andhra
1. Andhra Pradesh 4337 3106 930 3411 3172 930
Pradesh 182 264 396 584 857 2243
2. Assam@® 063 126 180 286 413 10.78 2. Arunachal
i Pradesh - - . - - -
3. Bihar 054 188 282 424 612 1600
3. Goa@ 008 017 026 039 056 1.46 3. Assam 132 B 598 14 107 615
6. Haryana 116 233 348 524 758 1980
5. Goa 4 2 500 g 8 1000
7. Kamataka@ 1.26 252 378 567 820 2143
8. Kerala@ 0.50 009 149 293 .22 B.43 6. Gujarat 1196 B9 676 1206 B9 671
8. Madhya 7. Haryana 1995 1787 896 2060 1811 879
Pradesh 086 193 289 434 626 1638
10. Maharashtra 108 217 326 480 707 16848 B. Himachal
4 . 4 444
11. Orissa 051 103 156 235 388 883 Pradesh 7 571 °
12 Punjab 1.07 215 323 485 700 1830 9. Jammuand
Kashmi 4 1 858 151 128 848
13. Rajasthan 045 080 1.35 202 292 764 mr 14 12
14, TamilNadu@ 081 162 243 364 526 1376 10. Kamataka 1425 1317 924 1436 1372 917
15. Uttar 1. Karala 551 531 964 608 577 949
Pradesh 141 282 423 634 916 239%
16. Wost 12. Madhya
2003 ' 1682 765
Bengal 262 582 874 1310 1893 4951 Pradesh 1535 766 2213
TOTAL 1768 3538 5312 7970 115.61 300.99 13, Maharashta 1850 1123 607 1545 1221 628
14. Manipur 57 M 772 61 47 770
@ Proportional set-off allowed for hilf areas of non-Hill States.
15. Meghalaya - - - - - -
16. Mizoram - - - - - -
ANNEXURE Il 7+ Neesaland - - -
(Para 3.28) 18. Orissa 1578 1530 970 1615 1548 958
Return On State Governments' Investments 19. Punjab 2521 2487 987 2585 2532 979
In Inland Water Transport
. Raj 83.0 1610 802
Undertakings 20, Rajasthan 1902 1578 2008
(1990-91 to 1094-95) 21, Sikkim . - - - - .
(Rs. Lakh)
22. TamdNadu 1289 1267 983 1283 1274 985
Siaten 1990-01 100102 10063 10U3-64 1994.95  1900-86
Tota Tripura - . T 10 1000
1. Goa 10 21 a1 47 177
_ 24, Utar
2 Gujarat * 72 108 162 24 612 Pradesh 6840 5663 628 7166 5967 833
3. Kerala 6 12 1 2% 33 )
7 25. West
4. WestBengal 1 2 a 4 6 16 Bengal 1610 1500 032 1701 1560 917
TOTAL 5 107 158 238 348 904 TOTAL 31488 26887 854 28085 852

T
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ANNEXURE Ill.11

{Para 3.43}
Financlal Returns From Major And Medium Irrigation Schemes (Excluding Flood Conirol Schemes)
During The Five-Year Perlod 1990-61 To 1884.85,
{Rs. Lakh)y
Total Towal
STATE 1800-01 1001.02 190263 100304 100405 1990910 STATE 1990-91 1991-02 1082-00 100354 199405 1090-P1m
1904.95 199495
NON-HILL STATES 12. Punjab
1. Andhra pradesh Total Working
Total Working Expensas 2679 3384 4160 5010 58939 21172
Expenses °3420 4370 5416 6569 7835 27811 Receipts 2670 3378 4154 5006 5939 21147
Recaipts 3380 4322 5372 6540 7BAE 27450 Net Receipt 9 6 6 4 - -25
Net Raceipt 40 48 44 29 - -6l 13. Rajasthan
2. Assam Total Working
Total Working Expenses 1823 2379 3000 23691 4460 15353
Expenses 185 184 239 302 874 1234 Receipte 1752 2287 2898 3504 4383 14914
Receipts 123 168 222 288 381 1160 Net Recsipt - 92 -102 497 77 439
Net Racaipt -12 -16  -17 -16 -13 74 14, Famil Nadu
3. Bihar Total Working
Total Working Expenses 1344 1697 2086 2509 2070 10606
Expensas 2899 3773 4746 5830 7031 2427 Recoipts 1341 1693 2082 2507 2070 10593
Receipts 2793 3634 4562 5681 6910 23810 Net Recoipt -3 4 4 2 - -13
Net Raceipt -106  -139 154  -149 121 669 15. Uttar Pradesh
4. Goa Total Working
Total Working Expenses 6659 862410810 13233 15814 55240
Exponses ] 12 15 18 21 75 Raceipts 6442 8330 10489 12913 15840 53823
Receipts ] 12 15 18 21 75 Not Racaipt 217 285 321 320 -274 1417
Net Receipt - - - - - - 16. West Bangal
5, Gujarat Total Working
Total Working Expenses 1681 2166 2692 3271 3908 13728
Expenses 1053 1410 1813 2268 2779 9323 Receipts 1667 2138 2668 3254 3908 13633
Receipts 976 1308 -16898 2153 2679 8814 Net Receipt -24 -28 -26 -17 - -85
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
Raceipts 1833 2474 3078 3750 4496 15731 Expenses - - - - - -
Net Receipt =16 €3 -75 -80 -70 -343 Receipts
7. Kamataka Net Recaipt
Total Working 2. Himachal Pradesh
Exponses 1487 1905 2366 2876 3437 12071 Total Working
Raceipts 1466 1880 2343 2861 3437 11087 Expenses 8 10 14 20 26 m
Net Receipt 21 25 23 15 - B4 Recaipts 5 7 10 14 19 55
8. Kerla Not Receipt -3 3 4 e -7 -23
Total Working 3. Jammu & Kashmir
Expanses 617 787 972 {175 1397 4948 Total Working
Receipte 612 781 966 1171 1397 4827 Expenses 185 238 206 363 435 1517
Net Racsipt 5 6 6 4 - 21 Receipts 130 177 222 272 328 1138
8. Madhya Pradesh : Net Receipt 47 61 74 81 -106 -379
Total Working 4. Manipur :
Expanses 1855 2673 3268 4045 4914 18755 Total Working
Receipts 1863 2455 3141 3928 48290 16216 Expenses n 81 118 146 176 601"
Net Receipt 82 118 127 117 85 -53g Recoipts 51 &7 88 100 133 448
10. Maharashtra Net Racoipt -19 24 - 397 43 -153
Total Working 5. TRIPURA
Expanses 1522 2065 2680 3380 4169 13816 Total Working
Receipts 1302 1895 2492 3197 4020 12006 Expensas 13 17 21 25 0 106
Net Rocoipt -130 170 -188 -183 -149 820 Recaipts 10 13 16 " 2 81
11. Crissa Nat Receipt 3 -4 5 £ -7 25
Total Working :
Expenses 1851 2008 2587 3124 3710 13170 * Does not include an additional provision of As. 15 crore for
Recsipts 1640 2085 2574 3116 3710 13125 maintenance of Loktak Lake. '
Net Recsipt -1 -3 -13 8 - -45 i




ANNEXURE . 12

{Para 3.45)
Provision For Maintenance Of Flood Control Works:
1990-95
{Rs. Lakh)

BTATES 100001 100162 190263, 1983-94 1664-05 1000-95

T Anchia
Pradesh 684 732 783 838 896 3033
2. Arunachal

Pradosh 3 8 .4 4 4 18
3. Assam 2430 2609 2792 #0687 3196 14023
4, Bhar 4310 4512 494 5280 5649 24785
5. Goa 13 4 15 16 17 75
6. Gujarst 505 540 57 619 682 2604

7. Haryana 324 347 an 367 425 1864
8. Himachal

Pradesh 12 13 13 14 15 &7
9. Jammu &

Kashmir 406 434 464 497 532 2333
10.Kamataka 2 24 26 2 29 129
11.Kerala 560 509 541 686 734 axo
12.Machya

Pradesh 9 8 10 10 1 49
13.Msharashtra 21 22 5 . -] 23 123
14.Manipur 208 222 238 254 272 1184
15.Meghalaya 25 % 2 0 32 141
16.Mizoram 3 3 4 4 4 18
17.Nagaland - - - - - -
18.Crissa 1185 1279 1368 1464 1567 6873
19.Punjab 685 733 784 839 898 3939
20.Rajasthan 73 78 83 - 7] 95 418
21 Sikkim 1 1 12 13 14 61
22.Tamil Nadu 142 152 163 174 187 818
23 Tripura 81 87 <] 100 107 468
24 Uttar

Pradash 20700 2215 2370 2536 2714 11905
25 West

Bengal 3153 3374 3610 3863 4133 18133

TOTAL 16954 18139 19409 20768 221 97491

ANNEXURE IIl.13
{Para 3.48)

Norms For Maintenance Of Roads
(Rs. Per Km. Per Year)

Categories Price Zones Of Chipe And Stone Metal
Zone-1 Zone-2 Zona3d Zongd4 Zoneb Zons6

State Highways

Less than 150 CVD

B.T. 22810 23410 24670 25650 26450 27230

W.BM 18800 23360 25670 30280 34890 39500

15010 450 CVD

BT 26040 26310 27790 28650 20870 30780

W.B.M, 20070 24470 26800 31460 36110 40770

450 to 1500 CVD

B.T. 31770 32770 34850 36480 37760 39000.

WBM, 24140 28430 31250 36830 42530 48180

Over 1500 CVD

B.T. 35880 38110 40680 42680 44240 45760

W.EBM. 29200 34770 38470 45870 53270 60680

Unsurfaced 11270 12010 13640 14510 15260 16010

Major District Roads

Less than 150 CVD

B.T. 18060 18610 19790 20700 21400 22100

W.BM, 19810 20920 23110 27500 31890 36270

150 to 450 CVD

BT. 20380 23250 24670 25780 26660 27530

W.BM. 21070 21810 24050 28520 33000 37480

Qver 450 CVD

B.T. 23910 27160 28870 30120 31390 32650

W.EBM. 21840 26010 28790 34330 38870 45410

Unsufaced 8730 10470 11300 12970 13720 14470
Other District Roads,

Village Roads & Others

{All Traffic Densities)

BT. 15370 15020 17100 18010 20150 20890
W.EM. 14720 18010 20200 24550 30460 34850
Unsurtaced. 9730 10470 11300 12070 13720 14470

B.T. : Bitumen topped W.B.M. : Water bound macadam
CVD : Commercial vehiclas a day
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ANNEXURE Hll.14

(Para 3.51)

Provislon For Maintenance Of Roads : 1990-95

{Rs. Crora)
STATES  1990-91 1991-82 1902-83 190304 100495 199005
1. Andhra

Pradesh 12906 15358 18276 21748 25880 041.68
2. Arunachal

Pradesh 6.63 8.03 0.7t 11.75 14.22 50.34
3.Assam 26686 3333 4168 6207 6509 21881
4. Bihar 6921 7405 7924 B4 8072 38801
5. Goa 397 535 723 9.76 13.17 3048
6. Gujarat 8048 10584 12383 14488 15951 63452
7. Haryana 2033 2745 3705 BO@ 6753 20238
8. Himachal

Pradesh 2213 2545 29.26 3365 3870 149.19
9. Jammu &

Kashmr 1053 1421 1918 2590 3496 104.78
10. Kamataks 65.28 78.33 8400 11280 13536 485.77
11. Kerala 5199 (_50.83 7117 8327 9743 364.69
12. Madhya

Pradesh 101.07 12634 15763 197.41 245676 82051
13, Maha-

rashtra 12025 14911 18490 22627 28430 96783
14.Mizoram 390 425 463 5.06 550 2333
15. Meghalaya 11.15  13.26 15.78 18.78 2235 81.32
16.Mizoram  3.48 417 501 6.01 7.21 2588
17.Nagaland 585 684 787 9.05 10.41 4012
18, Origsa 46584 5690 6942 8470 10333 36009
19. Punjab 3386 4571 6171 8331 11247 33706
20.Rajasthan 8585 ©7.01 100.62 123.87 13997 556.32
21. Sikkim 403 443 488 5.36 590 24 80
22. Tamil ‘

Nadu 70584 9113 11755 15164 19562 62658
23. Tripura 6.62 7.41 8.30 9.29 10.41 4203
24, Uttar

Pradesh 193.96 22693 26551 31064 36345 135049
25. West

Bengal 8197 o427 10841 12467 14337 55269
TOTAL 1265.62 1514.21 181661 218542 263654 9418.40




ANNEXURE 111.15A

{Para 3.52)
Plinth Area Rates For Civil Engineering Maintenance
{As. Per Sq. M.)
Special Repairs Above
Senvice Annual Age0-20 Age20-40 40
Category Charges Repairs Years Years Years
Resldéntlal
Bulidings
1. M.P.’s Flats Ministers*
Bungalows, High
Court Judges' 231 1029 430 720 1010
Residences
2. Hostels 501 6.64 3.27 542 757
3. Al other residential
units 466 514 3.27 5.42 7.57
Non-Residential Bulldings
1. Office buildings except
South & North Blocks  5.34 589 561 935 13.09
2. Sansad Saudha 9.99 11.03 18.05 - 1805
3. Temporary Office
Buikdings 534 589 4.39 7.20 -
4. Court Buildings 909 1103 1805 - -
5. Hospitals 13.29 14.68 8.70 1440 2020
6. Dispensaries 1329 1468 8.70 1440 2020

Note ! 1. The above piinth area rales do not covar expenditure on
conservancy charges.
2, These rales also da notinclude the extra amount admissible
for maintenance and repairs in hill region.
ANNEXURE 111.158
(Para 3.52)
Plinth Area Rates For Electrical Engineeting
Maintenance
(Rs. Per Sq. M)
Rate For Day To Day Service,
Repairs, Maintenance
Concentrated Scattered
Category Groups Groups
Residential Buildings
1. M.P.’s flats, Ministers
Bungalows, High Court Judges 10.55 -
residences
2. Hostels 7.03 -
3. Residential units of Type-!
o type-IV 437 5.32
4. Rasidential Units of Type-V
and above 532 6.18
Non-Residential Buildings
1, Office buildings except North
& South Blocks 6.18 7.03
2. Sansad Saudha 17.58 -
3. Temporary CHfice Buildings 6.18 7.03
4. Court Buildings 1055 -
5. Hospitals 14.06 -
6. Dispensaries 1055 -
Notes: . Since the above rates are for service and repair the average

cost ingices of both have been taken to armive at presant
phinth area rates:
(1368+120V2 = 129 (258+233)/2 = 245.5

2. These plinth area rates do not cover expendiwe on

mainenance and running of air conditioning installations,
iits, pumps and sub-stations.

3 The mates do not include éxtra amoumt admissible for

maintenance and rapairs in hill areas.

Sowrce : Ministry of Urban Development.

ANNEXURE ili.16
(Para 3.54)
Provision Assessed For Maintenance Of

Buildings : 1990-95

(Rs. Lakh)
STATES  1900-911991-02 1992-93 1903-94 1094-85 1990-85
1. Andhra

Pradesh 1959 2253 2501 2979 3426 13208
2. Arunachal

Pradash 386 455 523 602 692 2668
3.Assam 851 945 1049 1164 1292 5301
4. Bihar 2898 3014 314 3260 3390 15696
5. Goa 168 193 222 256 294 1133
6.Gujarat 2403 2784 3178 3655 4203 16203
7. Haryana 597 €86 789 908 1044 4024
8. Himachat

Pradesh 543 673 834 1035 1283 4368
9. Jammu &

Kashmir 409 552 745 1006 1358 4070
10.Karnataka 1211 1538 1953 2480 31580 10332
11, Kerala 958 1102 1267 1457 1676 6460
12. Madhya

Pradesh 2232 2678 3214 3857 4528 16609
13. Maha-

rashtra 4424 5087 5850 6728 737 29826
14. Mizoram 186 214 246 283 325 1254
15. Meghalaya 451 478 508 537 560 2541
16.Mizoram 161 185 212 244 281 1083
17.Nagaland 358 412 474 545 627 2416
18. Orissa 17897 2265 2853 3585 4530 15040
19. Punjab 1021 1348 1779 2348 3100 0596
20.Rajasthan 1478 1700 1955 2248 2585 2966
21. Sikkim 111 122 135 148 163 679
22. Tami

Nadu 1796 2086 2376 272 3142 12112
23. Tripura 407 432 457 485 514 2208
24, Uttar

Pradesh 3434 4120 4944 5933 7120 25551
25 West

Bengal 3011 3252 3513 3794 4097 17667
TOTAL 39260 230534 44799 52279 61226 230098




ANNEXURE 1il,17
(Para 3.61)

Methodology Adopted For Working Out The Provision For
Parity Of Pay Between The Centre And The States.

The folkowing steps explain the methodology used for working out
the provisions allowed to Statas for pay parity with the Centre.

1. Thisaxercise hasbeendoneintermsof 17 representative
calegories of posts which should account for bulk of the
employees. These categories have been groupad in the different
emolument range as shown in Table 1 enclosed. Total number of
employeas in each State is given in Table 2,

2. The comparison between the pay of employees in each
category under the Central Govarnment and those under each of
the State Governments has been done interms of basic pay atthe
minimum of tha pay scales, the provision for payment of DA at par
with the Central Government having been allowed separatsly in
our assessment.

3. The comparison of basic pay of employees under the
Central Government and each of the States has been dene as on
1.1.1989. For this purpose, the basic pay of specified categories
of State employees has been notionally adjusted to CP1 " lavel
608 (1960 = 100) which was reached in December, 1985 and on
which are based the revised pay scaies (w.e.f. 1.1.86) of the
Ceniral Government employees on the recommendations of the
Fourth Central Pay Commission. Inthe 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
wark out the notional basic pay at index level 608. States of
Assam, Bihar, Kerala, Orissa, Tamil Nadu, Uttar Pradesh and
Woest Bengalfallinthis category. Similatly, incase 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 Javal of 608. Statesof 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 Governmentinrespectof the
selacted categories of posts falling under each of the specified
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 specific emoluments range are
not expected to get the full benefit of the difference, the provision
required for giving benefit of parity has been moderated as
under:

{i} if the percentage difference is 10 or below, the benefit has
been allowed to 20 per cent of the number of employees in
that range;

(i) incases where the percentage difference is morethan 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 percantage difference is 30, 60 per cant of the
amployees in the specified emolument range have been
covered. However, if the percentage difference is more
than 50, the coverage have been limited to 100 per cent of
the employees.

6. In the case of 10 States, viz., Arunachal Pradesh, Goa,
Gujarat, Himachal Pradaesh, Haryana, Maharashtra, Punjab,

-

1/ CPI = Consumer Price Index for industrial Workers.

- Emolument Range

Meghalaya, Mizoram and Tripura, the average basic pay of State
employees in selected categories in diffarant 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

Categories of Employees Covered

Peon

.Lower Division Clerk (LDC)
Foraest Guard

Upper Division Clerk {UDC}
Constables

Head Constable

Primary School Teacher
Pharmacist

Trained Graduate Teacher
Revenue Inspectar

Naib Tehsildar

Junior Engineer

Trained Nurse

Tehsildar
Assistant Engineer

Deputy Collectar
Assistant Surgeon

I. Upto Rs. 1600/ P.M.

Il. Rs.1601/- to Rs.2000/- P.M.

lil.Rs.2001/- to Rs.2500/-P.M.

IV. Above Rs.2500/- P.M.

W= N= b= NGO ARD =

‘TABLE 2

Number Of State Government Employees Including
Employees Of Local Bodies And Aided Institutions As
On 1-1-19849.

State Local Total

Government Bodies
1. Andhra Pradash 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. Gujarat 255266 N.A. 255266
7. Haryana N.A. NA, 266260
8. Himachal Pradesh 108095 2349 110444
9. Jammu & Kashmir 197752 7727 205479
10. Kamataka 451806 113812 605718
11. Kerala N.A, N.A. 490242
12. Madhya Pradesh 731842 49551 7813¢3
13. Maharashira 546141 290735 836876
14, Manipur 62589 5013 67602
15. Meghalaya 36945 15368 52313
16. Mlizoram 25653 206877 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. Tamal 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.= Not Available.

In the case of States where information as on 1.1.89 was not
available the number of employeas 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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¢ pay of Selected Categorles of Sty Govy,

NA- Not Available.
* No such post reported by the State Go vornment,

Actual Bas!
’comuuo lwm
LG Foretc -~ UDC ;i Baslc Presua- Baslc  Prasyg. gl%
Peon m f F| Toua” L vo pay pﬂw PBY p"vo pay
Indox  Baskc Prewun- 5 pive bay pive  Pay Basic Dasto Basio
nrver T Bae | Base Baske Pay Pay Pay
as oh Pay
1129 o = o m @ @ (0 03 03y
m B e @ & © 775 120 1200 025 825 975 75 oo
50 950 775 ,
CENTER 68 750 780 ° 1100 810 810 1010 1010 1019
740 740 910 of0 950 950 1100 Wt |
1. Andhra Pradesh § 775 1200 1200 825 826 8975 975 1200
950 77
370 586 580 918 410 649 670 1061 :
3. Assam )
' . + 426 659 480 744 g
& Bihar 392 350 543 580 900 425 659 .
' 1200 1200 826 825 975 975 g
5. Goa 608 70 750 950 950 775 775 1200 . o
‘ 00 825 1320 . 1320 1
6 Guaat 608 750 750 950 950 800 800 1200 1200 825 200
' . . 975 975
7. Hayana 608 750 75 950 950 950 950 80 950 - 57> 97 12
8. HimachalPradesh ~ 608 750 750 950 950 950 950 1200 1200 1000 1000 1200 1200 1200
S Jammuand Keshmir €8 60 63 60 800 80 80 900 900 800 %o tor 1078 .9°°
10. Kamnataka 632 780 750 960 924 960 924 1190 1145 960 924, -1_040‘ 1091 1040
1. Kerala 483 S50 885 640 797 600 748 740 922 640 797 700 872 680
12. Madhya Pradesh 68 725 725 870 870 800 800 1200 1200 B70. 870 975 975  g75
13, Maharashtra o3 750 75, 950 950 750 750 1200 1200 825 825 975 975 1200
14. Manipur 08 75 750 950 950 800 B0 975 975 800 800 950 950 950
15. Meghalaya 661 820 754 1300 1196 900 828 1675 1541 975 897 1050 966 1200
16. Mizoram 88 775 75 120 1200 775 775 1400 1400 825 825 1200 1200 1200
17. Nagaland NA 375 705 535 898 400 740 720 1282 400 740 450 818 535
18. Orissa 58 570 610 780 835 625 669 840 899 780 835  84o 899 g+
19. Punjab 808 750 750 950 950 950 950 1200 1200 1000 1000 1200 1200 1200
20. Rajasthan 08 700 700 880 880 720 720 1120 1120 780 760 880 880 880
21. Sikkim 65 800 © 741 975 904 840 779 1080 1001 910 843 1030 955 1030
22. TamilNadu 528 450 518 610 702 505 582 705 812 505 82 705 812 610
23. Tripwra 608 775 775 970 970 850 B50 1250 1250 850 ' gs50 1020 1020 1250
24. UttarPradesh 38 305 565 354 65 330 612 430 797 34 675 400 741 a5
200
25, Weftsengaj 20 669 300 912 230 695 380 1155 20 7% 280 g5 goo
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Table -3
Employees as on 1.1.89 and presumptive Basic Pay at CP! level 608
(Rupees)
e dar Asstt. Engineer  Deputy Colector Aastt. Surgecn
Phanmcist Graduate Teacher Revenus ingpacior Nab Tehwidar  Junlor Enginesr  Trained Nune Tehs . m.
Basic Presia- Hasc Presus- Desic Presus Basikc Presus- BaEiic Presia- Daic Présus Buik “Prossa- Basic Presus Basic Presca- Haskc Presua
Pay ptive Pay ptve Pay piw Pay piw Pay pive Pay piw Pay piw Pay pive Pay pive  Pay plve
Basic Basic Baale' Basic Basic Basic Basic Basic Baslc Basic
Pay Pay Pay Pay Pay Pay Pay Pay Pay Pay

18 (D08 (19 @ @) @) (3 @) 5 @ (@) @) & @) @y @ @ oy @)
1200 1200 1400 1400 1320 1320 1400 1400 1400 1400 1400 1400 1840 1640 2000 2000 2000 2000 2200 2200

1010 1010 1230 1280 910 910 1330 1330 1330 1330 1150 1150 1550 3550 4380 1380 2150 2150 1810 1810

1200 1200 1400 1400 ‘ ' * Y 1400 1400 1400 1400 2000 2000 2000 2000 2375 2375 2200 2200

526 8N 982 420 665 500 792 520 982 837 B800 1267 75 1385 875 1385 1200 1800

1318 850 1318 * *785 1218 1132 * * 1000 1551 1000 1551 1150 1784

1200 1200 ¢t 1400 1320 1320 1600 1600 1400 1400 4

1400 1840 1640 2000 2000 2000 2000 2200 2200

1350 2000 2000 16840 1640 2200 2200 2200 2200

1350 1350 1 1400 * ' 1600 1800 1400 1400 1 1400 2000 2000 2000 2000 * * 3000 3000

560
730
400
350
400
1410 1410 1 1640 1380 1350 1640 1640 1640 1640 1500 1500 2000 2000 2200 2200 2200 2200 2200 2200
960 1150 1150 1550, 1550 1650 1660 1560
1347 1190 1145 1600 1539 1400 1347 1400
780
200
400

700 872 780 972 825 1028 950 1184 @25 1028

620
850
400
1200 1200 1400 1400 1400 1400 1400 1400 1400 1400 1
400
640
960 1550 1900 1900 2000 2000 2350 2350 1800 1900
400

1180 1145 1 1347 1900 1828 1900 (828 2200 2118 2200 2118

972 1100 1370 1050 1308 1500 1869 1150 1433

1200 1200 1200 1200 1200 1200 1290 1200 1540 1540 1 1200 1540 1540 1820 1820 1820 1820 1820 1820

1350 1350 1400 1400 1200 1200 1640 1640 1400 1400 1 1400 2000 2000 2000 2000 2200 2200 2200 2200

1200 1200 1350 1350 1200 1200 1600 1600 1350 1350 1200 1200 * * 1640 1640
1200 1104 1700 1564 * * * Y 1450 1334 1375 1265 * "o1975 1817 * * 2000 1640

1350 1350 1640 1640 * ' ¢ * 1640 1840 1400 1400 " Y 2000 2000 2200 2200 2000 2000

510 851 775 1348 * - Y B80 1200 510 851 ) 1010 1872 1010 1672 1010 1672

840 899 1050 112.4 780 835 1350 1445 1050 1124 835 100% ' * 1350 1445 * * 1350 1445

1350 1350 1640 1640 1500 15&)13401540164016401350 1350 2000 2000 2200 2200 2400 2400 2200 2200

1140 1140 1140 1140 925 925 1200 1200 1160 1160 1140 1140 1480 1490 1720 1720 1720 1720 1720 1720

1200 1112 1520 1400 1410 1307 * " 1410 1307 1410 1307 . * 1820 1887 1320l 1687 1820 1687

705 812 780 898 705 B12 €05 1042 045 1203 780 898 1180 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 1001 * c 515 955 515 955 47 871 690 1279 850 1576 8BS0 1576

1576

£ &

g 8

1338 380 1155 . * Y 425 1292 300 912 280 851 680 2006 660 2006 1672
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Annexure .18

(Para 3.81)
Revenue Account : 1990-95
Commission Transfers) (Rs. Crore)
Madhya  Mahara- Manipur Megha- Mizoram Nagaland Orissa Punjab Rgjasthan  Sikkim  Tamil  Tripura Uttar West
Pradesh  shtra laya Nadu Pradash Bengal
{12) {13) {14) {15) (16) {(17) (18) (19) {20) (21) {22) (23) (24) (25)

1334435 3712583 16859 31067 6470 23120 483583 1008527 BS38.54 127.73 1088444 27379 2020744 1577493
8481.97 2841832 7835 17203 1576 12786 291047 B29105 649986 7768 1787475 11985 1608188 11653.82

. (8944.23) (27906.13) (2842.40) (8017.48) (6796.73) (17076 83) (15280 67) (11949.94)
140376 377440 1403 4347 248 596 26754 250199 98027 4952 172102 948 293895 98427
(1505.90)  (2833.40) (238.45) (2559.89)  (1199.28) (1963 74) {3003.08) (880.51)
497384 1876189 3248 9160 350 9728 2087.38 414466 411754 1662 1249298 7357 9181.96 788123

" (4883.44) (18758.34) (1908.74) (3850.35) (4276.98) (11274.43) (8225.67) (7893.14)
210437 588203 3184 3696 980 2462 55555 1554.40 140205 1154 3660.75 3680 396107 278832
(2484.89) (6314.39) (605.21) (1607.24) (1320.47) {3838 66) (4051.92) (3176.29)

4735.63 841764 8347 12492 42,79 90.16 182084 1717.52 205250 5005 188453 14028 387742 368722

- - - - - - - 38189 - - 36248 - 51735 -
16.38 18.48 - - . - 883 1158 784 - 13.78 - 239 3156
9617 31555 515 509 1020 389 2858 12136 5042 173 24948 582 21721 25553
5450 12325 310 8BS0 140 455 8980 6285 4570 215 90.10 665 25795 6820

200186 78396 521 1658 232 812  350.90 28.31 5188 563 16251 2153 41495 14795
773.11 131.28 - 2433 . 786 28715 266 42501 013 4961 5664 6970 2057.02
21817 22089 583 452 086 25 16199 37325 22015 086 14483 824 130757 331.08

157564 681523 6418 6550 2792 7238 88439 73552 125170 3955 81176 4140 106873 109588
12675 28987 677 1372 615 418  104.72 86.70 84.18 - 12516 1386 24804  133.89

1865085 30118.93 1250.31 112506 108196 147175 9628.12 9610.84 1373676 36866 2136861 160645 3443258 20143.26

978329 16023.21 B78.30 75692 84330 106353 573872 436054 7388.16 24422 1374681 1244.25 2108419 1278655

(9934.10) (18545.45) (5625.45) (5285.38) (6993,00) (13404.80) (20134.43)(13683.99)
119765 166900 19691 15611 9033 32000 58534 51683 75193 3495 1161.00 21758 273958 1431.10
(1365.53) (2127.44) (519.83) (752.49) (793.09) (954.92) (2549.49) (1466.15)
419991 726997 31184 19924 22808 22884 243089 182653 3076.11 7611 533844 48082 760797 5103.04
(3404.70)  (8312.03) (1991.45) (2435.73) (3066.86) (4977.33) (6981.77) (5887.42)
82565 182051 6567 10085 10775 10627 56308 668.89 88622 2684 156339 8805 170380 1646.74
(908.40)  (1489.60) (576.12) (626.40)  (849.09) (1464.24) (1532.90) (1700.34)
338379 525473 266.96 30072 41713 37431 175723 134820 2427.87 10189 406072 45780 555348 416263
(4164.56)  (6617.38) (2138.36) (1470.76) (2046.19) {4318.87) (5608.68) (4132.40)
5 7820 Y - - 2511 402.18 . 24603 442 1623.26 - 848936 42304
(90.82) {401.69) {237.77). (1689.44) (3461.58) (497.68)

8867.56 14095.72 37201 .368.14 23866 408.22 388940 525030 634860 12444 7821.80 45221 1333839 737671
3941.60 573124 16274 12600 8583 21408 230312 3319.35 333427 5561 287210 193.26 778190 4075.18

11351 78920 2250 12B0 5785 20.95 18253  243.03 215.35 195 203097 s27 520.41 44158
238.01 27156 3497 7.26 135 381 23800 48263 238.83 1.78 16249 1682 1778.30 588.03

166.09 29826 1254 2541 10.83 24.16 150.40 95.06 99.66 6.79 12112 295 2856.51 176.67
829.51 96783 2333 8132 2588 40.12 36059  337.06 §56.32 2460 62658 4203 136049 55269
2557.04 603763 11593 11535 5682 105.10 654.27 76227 150437 3371 200854 12444 164178 153255
- -1517.70 - - - - -B99.20 - - 22795 - - 31065

-5306.50 5480.20 -1081.72 -B14.39 -1017.26 -1240.55 -4792.20 -11477 510022 -240.93 -1712.12 -1422.67 -14225.14 -4878.98
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ANNEXURE I11.19

(Para 3.82)

Comparison Of Normative Estimates With Conventional Estimates Of Tax Revenue And Expenditure 1990-95
{ Non - Speclal Category States Excluding Goa)

»

{Rs. Crore)
Tax Revenues Non - Plan Rev. Expenditure
e Net Adjustment
Normative Conventional Improvernent Normative Conventional Improvement Improvement  Made
Estimates Estimates (col. 1-2) Estimates Estimates {cal 5-4) (col 3+8)
n (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 6657.24 6513.40 43.84 11183.27 11388.16 184.89 228.73 114.35
3. GUJARAT 13090.54 13028.81 61.73 9946.47 10103.26 156.79 218.52 109.25
4. HARYANA 6152.43 5073.11 179.32 3042.86 3196.91 154.05 a33.97 166.70
5. KARNATAKA 13030.70 13058.78 -28.08 9074.26 9332.99 258.73 230.65 115.35
6. KERALA 8340.80 8704.23 -363.43 7528.47 8249.24 720.77 357.34 178.70
7. MADHYA PRADESH 8481.97 834423 452,26 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 291047 2842.40 88.07 5738.72 5625.45 -113.27 -45.20
10.PUNJAB 8201.05 8017.48 273.57 4360.54 5285.38 924.84 1158.41 539.20
11, RAJASTHAN 649985 6796.73 -296.87 7388.16 6993.00 -395.16 -£692.03
12 TAMIL NADU 17874.75 17076.83 797.92 13746.81 13404.80 -342.01 45591 22795
13.UTTAR PRADESH 16081.98 1528067 801.31 21094.19 2013443 -959.76 -158.45
14 WESTBENGAL 11653.82 11949.94 -286.12 12766.55 13683.99 917.44 621.32 310.65

TOTAL 163853.44 162858.19 985.25 142768.86 147981.88 5212.02 6208.27 3707.70

ANNEXURE VA1

{Para4.23)
Summary Of The Cantral Government's Forecast By The Ministry Of Finance And As Reassessed
For The Period 1990-85.
(As. Crora} (Hs. Crore)
Estimates Reassessed Estimates Reassessed
furnished Estimates fumnished Estimates
by Min of {At Current by Min.of (At Current
Finance Prices) Finance Prices)
{AtCurrent (AtCurmrent
Prices). Pricas).
1. Revenue Recelpt 421388 466502 ll.  Non-Plan Expenditure On
t. 4 1
(a) Tax Receipts(gross) 23 370014 Revanua Accoun 37499 31723
. 151255
1. Income Tax 27350 28508 1. Interest Payments 25 123880
. j idi 4
2. Corporation Tax 30191 33836 2. Major Subsidies 58433 47338
. . . 3. Other Non-Plan
3. Unicn Excise duties 145103 161526 Expendiure 165306 146013
4. Customns 1272214 136674
5. Other tax revenues 7470 9470 .
{b) Non-Tax Receipts 84044’ 96488
1. Interest Raceipts 52457 57214
2. Dividends And Profits 7626 13257
3. Other Non-Tax
Receipts 23961 28017



ANNEXURE V.1

(Para5.7)

Statewise Assessment Of Income Tax (Excluding
Tax On Union Emoluments) For The Years 1985-86,
1986-87 And 1987-88

(Rs. Crore)
States 1985-86 1986-87 1987-88  Total
1985-86
To
1987-88
1. AndhraPradesh 82.13 9365 111.97 287.75
2. Arunachal Pradesh 0.70 071 0.73 214
3. Assam 2358 17.64 29.29 70.51
4. Bihar 3462 47.24 72.34 154.20
5. Geoa 6.98 7.24 t1.02 25.24
6. Gujarat 193.53 24526 275.81 714.60
7. Haryana 1647 23.94 22.45 62 86
8. Himachal Pradesh B.57 7.30 7.48 23.35
9. Jammu and Kashmir 9,04 10.49 17.15 36.68
10. Kamataka B1.09 114.69 127.06 322.84
11. Kerala 63.21 69.35 75.51 208.07
12. Madhya Pradesh 52.78 69.01 B8.05 209.84
13. Masharashtra 512.23 613.06 614.23 1739.52
14, Manipur 0.60 0.53 0.57 1.70
156, Meghalaya 1.61 1.65 1.93 519
168. Mizoram 0.01 0.01 0.01 0.03
17. Nagaland 0.28 0.28 0.31 0.87
18. Crissa 13.75 14.24 13.92 4191
19. Punjab 79.21 61.17 61.77 202.15
20. Rajasthan 53.65 40,37 39.92 133.94
21, Sikkim - - - -
22. Tamil Nadu 179.29 21588 207.14 602.31
23. Tripura 0.44 0.51 0.68 1.83
24. Uttar Pradesh 9547 122.58 120.44 338.49
25. Woest Bengal 167.79 180.45 150.87 49921
Al States 1677.03 1957.25 2050.75 5685.03
Union Territories 162.51 208.65 250.45 621.61
All Indis 1839.54 2165.90 2301.20 G306.64

Source : Minisry of Finance - Depariment of Revenue - Central Board of Direct

Taxes.

ANNEXURE V.2

(Para 5.8)

States Arranged In Descending Order Of Per
Capita State Domestic Product : New Series
{Average of three years, 1982-85,

at current prices)
{Rupees)
States Per Capita Income
1. Goa 4437
2. Punjab 4013
3. Maharashtra 3384
4. Haryana 3043
5. Gujarat 2919
6. Arunachal Pradesh 2748
7. Sikkim 2570
8. Karnataka 24861
9, Jammu and Kashmir 2380
10. Nagaland 2268
11. West Bengal 2230
12. Manipur 2205
13. Kerala 2144

79

States Per Capita Income
14. Tamil Nadu 2142
15. Himachal Pradesh 2103
16. Andbra Pradesh 2053
17. Meghalaya 1960
18. Assam 1863
18. Madhya Pradesh 1860
20. Rajasthan 1820
21, Tripura 1784
22. Mizoram 1778
23. Orissa 1728
24. Uttar Pradesh 1713
25, Bihar 1323
All States’ Average 2185
* Union Territories 5002
All India Average 2199

ANNEXURE V.3A

(Para 5.10)
Composite Index Of Backwardness
(All India)

States SC/ST Relative  Agricul- Relative Weighted
Popula-  Shares  tural Shares (Combined)
tion 1981 Labour- lative

ers 1981 Shares

1. Andhra

Pradesh 11137731 6.9692 8325017 14.8524 109108
2. Arunachal

Pradesh 444086 0.2779 7796 0.0139 0.1459
3. Assam 3430150 21463 552048 0.9849  1.5656
4. Bihar 15953235 99824 7366973 131432 11.5628
5. Goa 21309 00133 30656 00545 0.0339
6. Gujarat 72868823 45586 2488300 4.4393 4.49495
7. Haryana 2464012 1.5418 590324 1.0532 1.2975
B. Himachal

Pradesh 12561221 0.7829 40072 00715 04272
9. Jammuand

Kashmir 497363 0.3112 63540 01134  0.2123
10. Kamnataka 7420556 46433 3655197 6.5211 5.5822
11. Kerala 2810857  1.7588 1917362 3.4207  2.5898
12. Madhya

Pradaesh 19345564 12,1051 4B57829 8.6667 10.3859
13. Mahara-

shira 10251801 64149 6470855  11.5444 B8.9796
14, Manipur 405730 0.2539 28613 0.0510 0.132%
15, Meghalaya 1081837 06769 57899 0.1033  0.3901
16. Mizoram 462042  0.2891 5118 0.0091 0.1491
17. Nagaland 650885 0.4073 2979 0.0053 0.2083
18. Orissa 9780610 6.1200 2386974 4.2764  5.1982
19, Punjab 4511703  2.8231 1092225 19486  2.3859
20. Rajasthan 10022003 6.2711 764625 1.3641 3.8176
21. Sikkim 91904 00575 4887 00087 0.0331
22. TamilNadu 9401521 58829 6037601 10.7715 8.3271
23. Tripura 894304 0.5596 148089 0.2606 0.4101
24. Uttar

Pradesh 23686044 148211 5177074 9.2362 12.0287
25. West

Bengatl 15071440 9.4306 3891531 6.9427 B.1867
All Statas 158374791 99,0998 55971484 00,8568 99.4783
Union
Territories 1438620  0.9002 80259 01432 05217
Allindia 159813411 100.0000 56051743 100.0000 100.0000



ANNEXURE V.38

{Para 5.10)
Composite Index Of Backwardness
(All States)

States SC/ST  Relative Agricul- Relativw Weighted
Popula- . Shares  tural Shares gompined)
tion 1981 Labour- lative

ors 1981 Shares

m {2) (3) (4) (5) (€)
1. Andhra

Pradesh 11137731 7.0325 8325017 148737 10.953%
2. Arunachal

Pradash 444086 0.2804 7796 0.0139 0.1472
3. Assam 3430150 2.1658 552048  0.5863 1.5761
4. Bihar 158532356 100731 7366973 13.1620 11.6176
5 Goa 21308  0.0135 30556 0.0546  0.0340
6. Gujarat 7286883 4.6010 2488300 44457 45233
7. Haryana 2464012 15558 580324 10547 13052
8. Himachal

Pradash 1251221 0.7900 40072 00716  0.4308
9 Jammu

and

Kashmir 497363 0.3140 63540 0.1135 0.2138
10. Karnataka 7420556 4.6854 3655197 6.5305 5.6080
1. Kerala 2810857  1.7748 1917362 3.425  2.6002
12. Madhya

Pradesh 19345564 122151 48578290 86791 10.4471
13. Mahara-

shtra 10251801 6.4731 6470855 11.5610 9.0171
14, Manipur 408730  0.2582 28613 00511  0.1537
15. Meghalaya 1081837 0.6831 67899 01034  0.3933
16. Mizoram 462042 02917 5118 00091 0.1504
17. Nagaland 650885 04110 2979  0.0053 0.2082
18. Orissa 9780610 6.1756 2396974 42825 52201
19. Punjab 4511703 2.84BB 1092225 1.9514  2.4001
20. Rajasthan 10022003  6.32B0 764625 1.3661  3.8471
21. Sikkim 91904  0.0580 4387 0.0087 0.0334
22. Tamil

Nadu 9401521 59362 &037601 107869 83616
23. Tripura 894304 0.5647 146089 0.2610  0.4128
24. Unar

Pradesh 23686044 149557 5177074 9.2495 12.1026
25, West

Bbengal 15071440 9.5i63 3891531 69527  6.2345

Total 158374791 100.0000 55971484 100.0000 100.0000

ANNEXURE V.4

(Para 5.17)

Comparable Estimates Of Net State Domestic Product
At Current Prices {1982-83 To 1984-85) - New Series

( Rs. Lakh)

1982-83 1983-84 1984-85

Total

Average
{1982-85)

1.

Andhra
Pradesh

990706 1211448 1269209 3471363

1157121

8O

1 2) (3) 4) {5} (6)

2. Arunachal

Pradesh 15852 19609 20704 56165 18722
3. Assam 327776 393060 485925 1186761 3095587
4. Bibar 827324 969824 1142014 2939162 979721
5. Goa 42180 44279 56433 142892 47631
6. Gujarat 895750 1105388 1154488 3155606 1051869
7. Haryana 387616 416563 464003 1268082 423027
8. Himachal

Pradesh 88550 97377 93061 283988 94662
9. Jammu

and

Kashmir 128892 149375 175073 453340 151113
10. Karnataka 828745 978485 1101567 2908797 969599
11. Kerala 495316 573124 648615 1717055 572352
12. Madhya

Pradesh 901116 1062298 1121461 3084875 1028292
13. Maharashtra 1932505 2270745 2549625 6752875 2250958
14. Manipur 27631 33854 39199 100684 33561
15. Meghalaya 24489 28297 31871 84657 28218
16. Mizoram 7766 9471 12199 286436 9812
17. Napgaland 17139 19215 22526 58880 19627
18. Cnssa 394916 519939 518687 1433542 477847
19. Punjab 636806 699319 790490 2135705 711902
20. Rrajasthan 574674 719680 717391 2011745 670582
21, Sikkim 7418 B711 10920 27049 2016
22. TamilNadu 914066 1071027 1265703 3250796 1083599
23. Tripura 35374 38304 44066 117744 39248
24. Uttar

Pradesh 1828520 2000192 2200054 6028766 2009588
25. West

Bengal 1100427 1280301 1470874 3851602 1283867

All States 1471644 15710885 17401038 46552567 15317522

Union

Territorias 382068 419913 482056 1284038 428013

Allindia 13813713 16139798 17883094 47836605 15945535

Source ; Central Statistical Organisation (C50).

ANNEXURE V.5

(Para 5.19)
Population
{!nlakh)
Papulation Papulation
States 1971 Census 1981 Census
(1) (2) 3
1. Andhra Pradesh 435,03 53550
2. Arunachal Pradesh 468 6,32
3. Assam 146.25 198.97 1/
4. Bihar 563.53 699.15
5. Goa 7.95 10.07
6. Gujarat 266.97 340,86



a1

(1) @ & (1) @ ]
7. Haryana 100.37 129.23 20. Rajasthan 257.66 342.62
8. Himachal Pradesh 34.60 4281 21. Sikkim 2.10 316
9. Jammu and Kashmir 46,17 2/ 59.87 22. Tamil Nadu 411,99 484.08
10. Kamataka 292.99 37136 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. Woest Bongal 44312 545.81
13. Maharashira 504.12 627.84 All States 5430.80 6774.98
14. Manipur 10.73 14.21 Union Territories 50.80 76.87
15. Meghalaya 10.12 13.36 All India 5481.60 6851.85
16. Mizoram 332 494 :
17. Na.galand 516 7.78 gf P;’qo:ﬁ;:dﬁ;bﬁ‘;:'ms exclude population of area under unlawful occupation of
. Orissa 219.45 263.70 Pakistan and China where Census could not be taken.
. Punjab 135.51 167.88 Source: Censis 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)
T otal Average
Years 1984-85 1884-85
To To
States 1884-85 1985-86 1986-87 1987-88 1987-88 1987-88
1. Andhara
Pradesh 10511.22 12038.01 13051.4% 14174.01 4877473 12443.68
2.  Arunachal
Pradssh 4.70 1201 12.41 2503 54.15 13.54
3. Assam 1884 98 2384.38 2764.80 200940 10033.56 2508.39
4. Bihar 10731.39 12916.14 15308.85 16016.36 5497274 1374319
5. Goa 178.60 212.11 233.21 262.64 886.56 221.64
6. Gujarat 8237.38 9130.33 9574.37 $1079,56 3802164 950541
7. Haryana 2016.28 2412.48 3033.19 3424 82 10888.77 272169
8. Himachal
Pradesh 129.67 156.26 178.10 18794 65197 16298
9.  Jammuand
Kashmir 582.51 752.19 957.78 1168.16 3460.64 865.16
10. Kamataka 4550.29 529415 5813.15 609498 2175257 5438.14
1. Kerala 494165 5792.04 6281.28 667454 23689.51 592238
12.  Madhaya
Pradesh 7919.50 9697.18 10608.61 12084.72 40310.01 10077.50
13,  Mahara-
shira 31049.05 36055.62 4030398 43123.66 150532.31 37633.08
14.  Manipur 29.05 14.79 18.79 26.69 89.32 223
15.  Meghalaya 45.36 85.05 69.12 88.68 268.21 67.05
16. Mizoram - - - - - -
17. Nagaland 179.86 240.91 317.29 35552 1093.58 273.40
18, Origsa 2122.66 2483.60 289393 3233.24 10733.43 2683.36
19.  Punjab 3389.81 4648.65 6588.13 8057.93 20684 .52 5171.13
20. Rajasthan 6566.23 741389 8205.77 8268.09 3045398 7613.50
2t.  Sikkim - 11.92 11.55 5.45 28.92 9.64
22.  Tami
Nadu 9607.62 10710.07 12132.83 13390.99 456841.51 11460.38
23.  Tripura 36.29 70.67 B85.85 83a.52 277.33 69.33
24, Utar
Pradesh 20732 .84 24037 .47 27598 .52 30299.52 102668.35 265667.09
25. West
Bengal 9053.61 1137287 13225.54 13350.32 47902.34 1197559
Total 135400.55 157922.79 179268.54 192475.77 665068.65 166269.59



a2

Assistance Sought By the State and the Ceilings Approved By

1979-80

196081 1961-82 1962-83 1983-84
Asalel. Cailing Aasiel. Cailing Ragist  Cailing ASEISL Cailing [ry Carling
STATE CALAMITY Sought Approved Sought Approved Sought  Approved Sough Approved Sought Approved
1.  Andhra Flood, stc. 14482 6122 1495 848 265 82 40534 9671
Pradesh Drought 28071 2206 22788 4297 10582 2625 22024 6077 16512 2826
TOTAL 42553 8328 24195 5137 10768 2707 22024 6077 57046 12497
2. Arunachal Fleod, ete.
Pradesh Drought
TOTAL
3. Assam Flood, etc. 1628 456 3437 1272 2484 947 5257 1107
Drought 869 640
TOTAL 2497 1006 3437 1272 2484 947 5257 1107
4. Bhar Flood, etc. 8980 2647 7865 2074 6378 1748
Drought 4307 1182 9290 2482 23430 2501 7457 898
TOTAL 4307 1182 16270 5129 7865 2074 25608 4249 7457 898
5. Goa Flood, eic.
Drought
TOTAL
6. Gujarat Flood, etc. 13929 5060 6129 1898 30002 7291 16685 4367
Drought 4208 612 20197 3060 918
TOTAL 13929 5060 10427 2510 50199 10351 16685 5285
7.  Haryana Flood, etc. 2466 524 2639 175 10337 1707
Drought 2532 450 3879 402 12263 825 8405 1182
TOTAL . 2532 450 6345 926 12263 825 11044 1357 10337 1707
8. Himachal Flood, stc. as3 209 806 241 2187 403 6354 829
Pradesh Drought 1550 370 1880 1001 1026 265 4150 1302
TOTAL 1903 579 1880 1001 1832 506 6257 1705 6354 B29
9. Jammuand ' Flood, etc. 64 13 126 40 1358 100
Kashmir Dro-.Eht 2400 279
TOTAL 2544 292 126 40 1358 100
10. Kamataka  Flood, etc, 2557 348 1412 281 2080 443 1899 329
Drought 25667 665 6804 1381 3420 881 1681 1400
TOTAL 28224 1013 8216 1662 5500 1324 3580 1729
11. Kerala Flood, ete. 3467 809 4010 843 2403 11
Drought 2357 410 22960 4246
TOTAL 467 909 4010 843 4760 421 22560 4246
12. Madhya Flood, stc, 6083 221 2393 669
Pradash D ht 9555 2280 11922 4790 13375 4099 7272 2229
TOTAL 8555 2280 11922 4790 19458 4320 9665 2848
13. Meharashira Flood, etc. 10584 2468
Drought 3968 854 3995 1625 14095 5689 1760 1163
TOTAL 3968 854 3995 1625 14095 5689 12344 3631
14.  Manipur Flood, ste. 189 161
Drought 530 272
TOTAL 530 272 189 161
15, Moghalaya Flood, etc. 100 3 244 73
Drought 300 77
TOTAL 300 7 100 33 244 Fi)
16. Mizoram Flood, stc.
Drought
TOTAL
17. Nagaland Flood, etc. 163 77
Drought 405 67
TOTAL 406 87 163 7
18. Oxissa Flood, ete. 11230 4289 1112 1079 78757 17052 2290
Drought 7214 1405 5668 1808 26484 1998 14965 2464
TOTAL 7214 1405 16898 6097 1112 1079 105241 19050 14965 4762
19. Punjab Flood, etc.
Drought
. TOTAL -
20. Rajasthan Flood, etc. 11625 1648 39448 4506 32 a2 6000 893
Drought 8067 1875 12084 4030 25043 8783 27130 7400 10568 3985
TOTAL 19692 3523 12084 4030 64489 13289 27162 7432 17368 4878
21, Sikkim Flood, stc. 415 222
Drought 401 17 &4 4
. TOTAL 415 222 401 17 &4 4
22. TamilNadu Flood, stc. 8271 2250 12812 4119
. D ht 16068 4977 1839 21945 5915
TOTAL az271 2250 16068 4977 1839 34857 10034
23. Tripura Flood, etc. 97 56 1943 450
Drought 347 133 325 91
TOTAL 347 133 422 147 1943 450
24. Uttar Flood, etc. 4137% 36055 4546 43701 6723 56376 5726
Pradash Drought 45707 3491 12223 4752 3600 157
TOTAL 45707 3491 53602 12657 36055 4546 43701 6723 59876 5883
25. West Flood, etc. 4222 2356 5907 1818 758 68
Bengal Drought 8474 2767 28132 7727 10233 3055
TOTAL 8474 2767 4222 2356 5907 1818 28132 8485 10233 3118
GRANDTOTAL Flood, stz 50352 15758 85362 22988 97608 15893 176863 35893 173839 34943
D ht 125384 18348 113606 26464 71707 18858 193925 45073 119017 29264
TOTAL 175736 34106 198968 48452 169315 34749 370788 BDOGE 2092856 §4207



ANNEXURE VLI
the Government of India During the Year 1979-80 to 1988-89
{As. Lakh)
188485 1985-88 198887 19l£7-88 1588.80 1979-80 to 556-89 Fund Cantra's
Asaist, Cailing Asslet, Calling Aselst. Calfing Asalet. Calling Anaist, Calling Asgiet. Cafing Propossd  Share ol
Sought Aoproved  Sought Approved Sought Approved Sought Approrved Sought Approresd Sought Approved Rs.Crora  theFund
10430 2991 1279 1275890 13951 13864 746 27156 age 235816 38008
36928 5442 95095 6308 67680 6324 78725 8715 910 378238 46531
47358 8433 95095 7586 195270 20275 62589 9461 27156 4136 614054 85439 86 6450
2218 683 9064 648 13182 1331
3218 683 9964 648 13182 1331 2 150
15493 3042 9003 2385 33865 3194 3B655 6250 82421 8541 192243 28094
8193 740 9082 1380
15493 3042 8003 2385 42058 3934 38655 6250 82421 8541 201305 20474 0 25
20494 5894 26833 3694 73508 8337 15289 2740 159435 27144
44484 7063
22494 5894 26033 36504 73506 8337 15289 2740 203319 34197 35 2625

17253 2702 83598 21318
17736 3183 105930 15058 128904 27841 31092 12774 309157 83446
17736 3183 105830 15058 129804 27841 43345 15476 383155 84764 85 8375

1306 155 22 794 385 55 2261 83 19188 3265 42504 6758
16562 870 6457 g21 14162 1670 48837 arzr €0 112197 10116
18868 1025 10379 1715 14547 1725 51188 3810 19188 3334 154701 16874 17 1275
530 273 8209 1240 18566 1670 6880 1028 28077 3340 72882 8234
6786 547 17903 3036 7056 0 27464 1816 o9 67815 8506
7316 B20 26112 4276 25622 1740 34344 2845 20077 3439 140687 17740 18 1350
609 a7se 8095 2192 26853 2181 20380 3780 66495 2664
3050 412 16506 1650 261 22436 2602
609 378 3050 412 8025 2192 43758 an 29390 4041 88931 11266 12 9.00
28572 1538 36520 2039
20950 413 58793 6246 750 5000 25680 2561 2196 143733 23743
20950 3413 58793 6246 750 5000 25680 2561 28572 3734 180253 26682 27 2025
19515 2133 74336 13479 21591 2667 9206 1055 134608 21007 '
5781 0 ‘88610 4561 : 275 119708 9522
19515 2133 80117 13509 21591 2667 86610 4561 9286 1330 254318 30619 N 2B
2301 591 8288 758 19065 2240

11257 1138 27742 5111 15449 2270 44124 7405 29712 4721 170408 34043
13558 1729 27742 51t 23737 3029 44124 7405 29712 4721 189473 36283 ¥y 2175

12132 3182 49894 6556 55301 9576 41465 5899 17751 2732 200361 37are
12132 3182 53515 7976 57330 10176 41465 5690 35247 4929 234081 43561 4 3300

200 28 454 160 1289 196 3464 168 5506 n
198 76 736 348

200 28 454 160 1487 272 3464 166 6332 1059 1 075
765 293 478 261 725 192 1921 415 4233 1267
86 17 386 94

765 203 478 261 811 200 1921 415 4619 1361 2 150
850 130 950 130

950 130 950 130 1 075
432 24 682 198 1277 2
2220 363 27 2625 457

: 432 24 2902 553 27 3902 748 1 075
16124 2343 19615 3422 8352 724 135190 31207
5037 205 €537 600 17613 4780 1494  B3518 14844

21161 2638 26152 4022 8352 724 17613 4780 1494 218708 48051 47 3525
47411 6088 7773 1808 13869 148 85794 15030 154647 23074
2445 635 1876 850 50505 2594 359 54826 4438

2445 635 49287 6038 7773 1808 64174 2742  B5794 15389 200473 27512 28 2100
2225 499 4012 875 2932 214 67072 8687
4547 543 45617 9212 96135 14145 223911 41904 101266 23038 554268 114915

6772 11042 45517 9212 100147 15020 223911 41904 104198 23252 621340 123582 124 83.00
44.31 a.;sg 26804 407 3201 9 2237 419 3277 851 16491 232?
486 3

4488 840 2804 407 321 99 2237 419 3277 851 16977 2659 3 25
10678 2799 - 18201 6781 ‘ 50062 15949
- 31002 3177 40116 6143 473 100131 22524

10678 2799 18201 6781 31002 3177 40118 6143 473 159193 38473 3@ 20325
1244 730 991 442 304 114 641 196 5220 1868
430 86 1110 311

1244 730 991 442 743 200 641 196 8330 2298 3 228
26417 5724 131475 13748 98B05 6762 18606 2049 50778 4080 503682 57254
18145 810 54353 5170 47482  .1088 131411 15654 1234 312021 32264

44562 6534 185028 18910 145287 7850 150107 17603 50778 5314 816603 89518 g0 6750
15752 4803 2817 1065 27362 3538 26463 8284 17956 ana 10)748'2% 26395

4 13553
18752 4803 2817 1065 27382 3538 26463 8284 17958 rak 148318 39948 40 000
148550 34406 323769 52087 3991556 43091 227074 30213 452805 57827 2138115 344853
133810 16885 388734 47644 449862 59208 967578 135512 179821 50662 2745443 44800
282360 51201 714503 100631 849017 102389 1104651 165802 632626 108420  4B8A658 792065

ROUNDED OF TO 804 603.00



ANNEXURE VII.1

(Para 7.10)
States' Revenue Plan Financing
States Share Of Total Differen.. 50 percent
Total Amount Between Of Col 3
Expenditure Available Coltand2 (f | Deficit
of 40000 For Plan Where Col 1 Giants)
Is Higher
(1) (2) (3) {4)
1. Andhra Pradesh 334520 2662.69 682.51 341.25
2. Bihar 5045.60 2207.06 274854 1374.27
3. Gujarat 1779.20 2018.18 - -
4. Haryana 4.40 1220.02 - -
5. Kamataka ceuB,40 2344.32 - -
6. Kerala 1312.00 486.92 825.08 412.54
7. Madhya Pradesh 3528.80 1433.19 209561 1047.81
8. Maharashtra 3555.60 5363.22 - -
9. Oriss_a 1602.00 493.00 1109.00 554.50
10. Pu_n;ab 926.00 818.18 107.82 53.91
11.Rajasthan 247280 852.00 1920.80 960.40
12. Tamil Nadu 2454 00 2366.42 87.58 43.79
13. Uttar Pradesh 7664.00 1891.00 577300 2886.50
14. West Bengal 3264.00 1266.71 1997.29 998.65
TOTAL 40000.00 2521291 17347.23 8673.62
Annexure VIl. 2
(Para7.12)
States’ Revenue Plan Financing
(Rs. Crore)
Differeance 50 Per Cent
Total Revenue Share In Between OfCol3
Plan Central Col1and2 (Plan Deficit
Expenditure Assis- Where Col 1 Grants)
States tance Is Higher
M 2) 3 (4)
1. Assam 1880.75 1252.93 627.82 313.91
2. Goa 185.53 201.47 - -
3. Jammu and
. Kashmir 1070.67 1044.08 2659 13.30

Annexure VIL3
(Para 7.18 and 7.29)

Revenue Account Position Of Central Government
Resources : 1990-95

(As. Crore)
Totdl
1990-91 1991-92 1092-93 1983-94 1994-95 1990-95
[} @ 3 @ 5 (6}
1. Revenue Recelpts
(a) Tax Receipts
1. Income Tax 4570 5136 5650 6215 6837 28508
2. Corporation
Tax 5326 5965 6681 7483 8381 33836
3. Excise ’
Duties 25426 28477 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 B2260 92797 370014
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S ®

[{)} [£4] 3) 4
—(E)rlvun Tax Revanues
1. Interest 9006 10087
2. Dividends 2399 2519 2645
3. Other Nen
Tax Receipts 4615 4892
Total-(b) 16020 17498

Total-l-(a+d) 73376 62168

II. Non Plan Revenue Expenditure
1. Interest

Payments 19500 21840
2. Major

Subsidies 8069 8714
3. Other Non-Plan

Revenue

Expenditure 24754 26797

Total - I 52323 57351

Il Non-Plan Revenue

Surplus (I-If) 21053 24817

IV.Transfers to States under Finance

1207 12653 14171 gy,
2778 2916 1355,

5186 5497 Sa7 g,

19128 20928 22914 ggqq,
92059 103188115711 4665,

24461 27396 30683 123880

9412 10165

10978 47338

29013 31419
62886 68980

34030 146013
75691 317231

29173 34208 40020 149274

Commission Recommendations

(a) Share of Taxes
1. Income Tax
2. Excise Duties
{Incl. Add. Ex.
Duties) 10422 11672
3. Grants in lieu of
Tax on Railway
Passenger Fares
Totai - (a)

3428 3770

150 150

{b) Grants under

14000 15592 17370 19353

4147 4562 5018 20925

13073 14641 16393 66207

150 150 150 70

21567 87882

Article 275(1) 3030 3245 3595 3910 4400 18180
Total - IV (a+b) 17030 18837 20965 23263 25967 106062
V. Plan Expenditure on Revenue Account

1. Centre'sownplan 3486 3730 3991 4270 4569 20046
2. UnionTemitory Plan 303 324 347 371 897 14
3. Grants to States for

State Plans 4100 4545 5020 5535 6085 25285
4. Grants for Union

Tenitory Plans a1 45 4 s B ¥
5. Grants to States for

Central and

Centrally Sponsored

Schemes 4582 4908 5246 5613 6006 250
6. Grants to Union

Teritories for Central

and Centrally Sponsored {76
°  Schemes 31 38 3 7 @

Total- (V) 12543 13850 14688 15880 17156 el

VI Surplus{+)/Deficli-)

on Revenue Account 3
QI-v-v) 8520 7870 5480 4935 310 o
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ANNEXUF  VI' 4
(Para 7.. .

OVERALL REVENUE ACCOUNT POSITION
__(As. Crore)._

_. el
- 2 c8c 3~ @
L - ™ E = g [=] -
) £3 SEery 2e 5 255, 2 g5~
Q = =R o 3 553 2 kS e 5
B R 3%83 ¢ > E c g oR & < e ¥
E 258 ] °E g5 S5c_3% - 2_Z
5 RS il%a . £ 58 E%Eoe 2 gs 2
2 =§ s §58 g a'g "§§-§5 5 e 8
- gg EE§ a“*’-s'g.,&H .:% ..;' ééoéé 72~ 28
$5  Z8F  §5BiEb 3] 252 5z 5%
s 28% 5 5 68 E2Ts53 o 2=
;- ANDHRA PRADESH _ .
51 .473.98 1048.45 574.47 581.65 151.52 144.34 46.07 190.41
92 -459.81 1167.24 707.43 622.46 170.46 255.43 54.60 310.03
;:93 - 446.96 1299.77 852.81 666.03 189.40 376.18 66.54 442.72
so1 -43267 1447.53 1014.86 712.61 208.34 510.59 78.49 589.08
Tes -47283 1612.48 1139.65 762.45 227.28 604.48 95.55 700.03
095 -2286.25 6575.47 4289.22 3345.20 947.00 1891.02 341.25 223227
3:BIHAR )
langi -1360.17 1541.53 181.36 877.30 202.72 -493.22 185.53 -307.69
42 -1350.17 1716.45 366.28 938.86 228.06 -344.52 219.88 -124.64
193 -1400.45 1911.58 511.13 1004.58 253.40 - 240.05 267.98 27.93
94 -1453.42 2129.12 675.70 1074.84 278.74 -120.40 316.08 195.68
W85 -1531.17 2371.85 840.68 1150.02 304.08 -5.26 384.80 379.54
195 -7095.38 9670.53 2575.15 5045.60 1267.00 - 1203.45 1374.27 170.82
rGUJARAT
041 -44.22 542,28 498.06 309.36 69.60 258.30 - 258.30
192 27.41 603.20 630.61 331.06 78.30 377.85 - 377.85
293 106.03 671.11 777.14 354,24 87.00 509.90 - 509.90
394 203.32 746.80 950.12 379.02 95.70 666.80 - 666.80
495 27072 831.29 1102.01 405,52 104.40 800.89 - 800.89
095 563.26 3394.68 3957.94 1779.20 435.00 2613.74 - 2613.74
:HARYANA ‘
091 15857 180.24 338.81 146.82 34.88 226.87 - 226.87
;-92 206.81 200.71 407.52 157.12 39.24 289.64 - 289.64
Ia:gg 256.45 22355 480.00 168.12 43.60 355.48 - 355.48
ey 37.42 249.04 586.46 179.88 47.96 454.54 - 454.54
. 35 41475 277.52 692.27 192.46 52.32 552,13 - 552.13
95 1374.00 1131.06 2505.06 844.40 218.00 1878.66 - 1878.66
©KARNATAKA
;2-31 -19.21 631.32 612.11 383.64 76.16 304.63 - 304.63
;2:92 54.37 703.09 757.46 410.56 85.68 432.58 - 432.58
;3_93 137.29 783.14 920.43 439.29 95.20 576.34 - 576.34
34.9; 231.71 872.40 1104.11 470.02 104.72 738.81 - 738.81
gy 30461 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
B:KEHALA
%
91.31 - 590,43 465.64 -124.79 228.12 77.76 -275.15 55.69 - 219.46
22 ~605.13 510,59 . 86.84 244.13 87.48 - 243.49 66.01 -177.48
Rgq 560.62 577.03 -3.59 261.22 97.20 -167.61 8C.45 -87.16
bgg 57419 842.53 68.34 279.49 106.92 -104.23 94.88 -9.35
g 56644 715.64 149.17 299.04 116.64 -33.23 115.51 82.28
. -2916.81 2919.10 229 1312.00 486.00 -823.71 412,54 -411.147
a‘MADHY“ PRADESH
~il.g
1on. 91 -932
07 1041.50 109.43 613.57 150.72 -353.42 141.45 -211.97
s 9Basg 1159.75 175.16 656.62 169.56 -311.90 167.65 14425
¢ 104434 1291.65 247.34 702.59 188.40 -266.85 204.32 -62.53
: M1gg 326.77 751.72 207.24 -217.71 241.00
1233 1438.73 . 226.08 208 23.29
5 57 1602.85 360.28 804.30 . -208.94 293.39 84.45

*5306.50 6534.48 1227.98 3528.80 942.00 -1358.82 1047.81 -311.01
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[+

(Rs. Crore}
= c 0Py
0 - £t 3%
. £ S g ’ MEE g
i 3%5 wagie g cg aph 2 < 52§
7 s 3 _29% °f <8 22588 3 =%
5 -8 Efok-Sihy . g e afces g s °
% 23 §_§° 8 ] é g;"g% @ ‘g%
-~ o § a55,8 . :'§ o £ v EC ez R
k=4 few o n g B Eoegd © 15 5&
Yo £ 281 g3iEk 2% 58 gz3%s sk f°3%
State: NAGALAND
199091 .21555 123.29 -92.26 66.37 108.73 -49.90 92.26 42,38
1991-82  .230.39 137.91 -92.48 71.02 125.04 -38.46 92.4g 54.02
1992-93 .24828 154.40 -3.88 75.99 143.80 -26.07 938 67.81
199384 .263.36 172.82 -90.54 81.31 165.37 -6.48 90.54 84.06
189495 28297 193,46 -89.51 87.00 190.17 13.66 89.51 103.17
1990-95 -1240.55 781.88 458.67 381.69 733.11 -107.25 45867 351.42
State: SIKKIM
199091 4224 2465 -17.59 40.55 62.65 4.51 17.59 2210
199192  -44.94 2757 -17.37 43,39 72.05 11.29 17.37 28,66
199293  -47.88 30.85 -17.03 46.43 82.86 19.40 17.03 36.43
199394  -51.03 3453 -16.50 49.68 95.29 29.11 16.50 45.61
199495  -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: TRIPURA
1990-91 -252.23 151.04 -101.19 114.09 149.01 -86.27 101.19 34.92
1991-92 -270.13 168.86 -101.27 122.08 171.36 -51.99 101.27 49.28
1992-93  -28547 188.95 -96.52 130.63 197.06 -30.08 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
199095 -1422.67 956.66 -466.01 656.12 1004.66 -117.47 466.01 348.54
ANNEXURE [X.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
Arunachal Pradesh 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 4137 620.06
Gujarat 3455.38 472.18 83.08 506.63 115092  5758.19
Haryana 1209.25 278.68 103.16 418.84 15470  2164.62
Himachal Pradesh 500.64 . 66.24 24,08 182.31 28.75 802.0z
Jammu & Kashnir 2015.13 101.10 38.23 267.70 2422.1¢
Karnataka 2301.01 597.84 120.51 578.12 405.62  4003.1C
Kerala 1682.07 - 578.62 3.44 - 107.27 760.01 164.11 3295.5¢
Madhya Pradesh - 3091.69 355,39 125,58 1539.27 54058  5652.5
Maharashtra 5859.44 560.87 156.82 1029.91 1350.90 8957.%
Manipur 145,32 56.41 16.86 37.88 38.82 2952
Meghalaya 8953 25.31 936 18.53 10.29 153.0:
Mizoram 188.42 1.70 0.75 190.8
Nagaland 132.99 77.16 40.49 71.37 10.77 332.7
Orissa 1995.30 652,11 88.88 563.04 29186  3591.1
Punjab 3774.25 257.36 188.95 44331 130.38  4794.2
Rajasthan 3282.10 779.99 _ 91.37 808.59 55964  5521.6
Sikkam 45.36 4.26 16.14 8.28 74.0.
Tamilnadu ) 2495.43 735.82 121.19 319.17 746.70 4418.3
Tripura 119.01 58.84 4155 31.90 49.42 300.7
Uttar Pradesh 7603.70 1949.55 238.36 837.74 217177 128011
West Bental 454836 671.98 37.85 138.27 £90.25 619.30  6606.0
TOTAL 56051.92 10411.37 39.24 203234 1° 7.83 977807 894 '

CE: Forecasts of the State Governments
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ANNEXURE iX.3

(Para 9.6)
Repayment Of Central Loans During 1990-95 On Exlsting Basis
{As. Crors)
States Loane Consodatad By Previous Smal Savings Plan  RellfAnd Loars Loans Drought Speciat Loans  Housing Loan Ot Teml
Financs Commiasicns Loars loane RehabiMa- fo W  loans loan  Fer Loars  For Loans
15Yowr 20Yew 25Yewr 30 Yewr Fceved Racohed tion Claar  Cowar Moder- Far Hirakwd
Loars Loars Loars Loams Upto rom Loans Over- Gaplin nisgtion  AlS. Projact
1878-70  1979-86 drafis  Reacur- of Police Officens
coe Forcs
i. Andhra

Pradesh 23766 1665 14605 44610

2. Arunachal 125 200 037 030 850.47
Pradesh 013 12532

2. Assam 143.48 1610 7095 52884 41.13 166.58

4. Bihar 25185 5805 25775 565.44 50.98 035 045 052 81167

5. Goa 122 20140 12.50 035 149 858 1156.01

6. Gujarat 118.30 6510 3430 31155 28995 53.47 0.03 256.21

7. Haryana 2028 3490 2045 1505 9555 130,07 63.56 035 080 B884.71

8. Himachal 185 008 028 336.50
Pradash 1432 683 3778 5238

8. ammu and 14,77 1.08 011 047 127.72
Kashmir 13180 405 2842 43624

10, Karnataka 108.78 84.13 2800 2414 12451 27144 018 005 508,74

1. Kerala 67.11 6303 1018 5517 28997 206 017 012 038 64233

12. Madhya 013 388 0.2 028 460.83
Pradesh 16.04 197.40 2385 12405 45367

13. Maharashtra 246.35 7628 8882 63742 44883 83162 045 058 005 0004t

14. Manipur 07 014 089 1830 037 084 1498.71

15. Meghalaya 319 042 402 1479 34.01 oD4 017 8272

16. Mizoram 83.02 8.57 006 0186 213

17. Nagaland 444 045 088 2566 20.20 018 @250

8. Orissa 14544 1534 4971 29047 1378  10.42 007 001 55.42

19. Punjab 80.17 4580 1411 11959 137.26 023 033 810 508.62

20. Rajasthan 19433 1822 11243 40866 768.95 032 038 1174.66

21. Sikkim 275 044 1024 1100 10.44 12353 03 057 010 8778t

22. TamiiNadu 27578 2484 3914 12888 237572 002 010 13.55

23. Tripura 4.50 183 063 432 2017 055 060 675 851.95

24. {Mar 1229 005 001 43 00
Pradesh 464,73 99.63 40014 1033.44

2. West 1500 083 049 158 011 201585
Bengal 86.40 11985 8257 10098 433186 237.27

034 048 034 110139

TOTAL 95200 13453 SS9 1TMIA3  SMR 12 GoELEs 1238 13280 17228 1908 BS0.ST S 968 Q10 402 1552859

SOURCE : Forecasts Of State Governments,

ANNEXURE IX.4

(Para9.18
Ratlo Of Repayments Of Principal To Fresh Loans From Centre
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 4288 39.88 14.  Manipur 968.00 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 38.80 42 20 17. Nagaland 70.30 67.18 103.50
5. Goa 21.20 45.40 4470 18. Orissa 35.20 31.80 32.80
6. Gujarat 2420 28.20 29.60 19. Punjab 18.20 15.00 18.20
7. Haryana 53.80 45.10 42.40 20. Rajasthan 48.40 35.00 48.10
8. Himachat 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 4580 19.10 21.20
11.  Kerala 60.10 59.10 53.20 24, Uttar Pradesh 3090 24.30 24.70
12. Madhya Pradesh 3530 33.40 38.50 25. Woest Bengal 65.60 #43.10 28.58
13. Maharashtra 25.00 25.30 24.00 TOTAL 35.48 32.90 3180
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ANNEXURE IX.5
(Para 9.26})
General Debt Relelf Scheme for State Plan Loans
Catggory/States Outstanding Rapayments Revised Debt Relief Outstanding Annual
Balance as Durin Repaymenis Balance as Repayments
on31.03.1990 1980-95 During 1990-95 on31.03.85 During 1995-2005
Category | '
1.  TamilNadu 841.89 343.10 308.79 3431 5§33.10 53.31
2. Madhyz Pradesh 853,42 391.00 3a51.80 39.10 801,52 80.18
3. Maharashira 977.40 404.12 363.71 4041 613.69 61.37
4. Andhra Pradesh 1008.02 416.49 37484 4165 633.18 63.32
5. Orissa 707.99 288.92 268.23 28,69 449.76 4498
6. Kamataka 5§79.52 242.11 217.90 24 .21 36162 36.16
TOTAL - | $068.24 2083.74 1875.37 208.37 3192.87 319.29
CATEGORY Il
1. Uttar Pradesh 2367.02 947 .59 876,51 7108 1498.51 143.05
2. Rajasthan 668.97 272.51 252.06 20.45 416.91 4169
3. Gujarat 623.50 254 .80 235.69 18.11 387.81 38.78
TOTAL-l 3558.49 1474.90 136426 110.64 2295.23 229.52
CATEGORYill
1. Kerala 613.86 251.16 238.61 1255 375.25 3752
2 Haryana 288.58 122.20 116.09 611 172.49 17.25
3 Punjab 20954 120.04 122.59 6.45 176.95 17.70
4. Bihar 1346.55 552 .85 525.21 27.64 821.4 B82.13
5. Woesh Bengal 568.12 224.91 21366 1125 354.46 35.45
TOTAL-M 3116.65 1280.16 1216.16 64.00 1500.49 190.05
CATEGORY IV
1. Arunachal Pradesh 2233 824 741 0.83 14.92 1.49
2. Assam 1205.17 496,89 447.20 4969 747.97 7580
3. " 147.45 55.19 49.67 5.52 97.78 9.78
4. Himachal Pradesh 86.45 3490 3 41 3.49 55.04 5.50
£ Jammu and Kashmir 1066.85 43252 389.27 43.25 677.59 67.76
£, ipur 39.73 16.11 14.50 1.61 25.23 252
7. Meghala_ya 3223 13.06 11.76 1.30 2047 2.05
8. Mizoram 13,39 . 522 4.70 0.52 8.69 0.87
9. N 8358 21.83 19.65 2.18 33.93 3.39
10. ikkim 2317 9.50 8.55 0.95 14.62 1.46
t1.  Tripura 4343 17.71 15.94 1.77 27.49 2.75
TOTAL-IV ’ 733,719 111417 1000.86 1.1 1733.73 173.37
Total All States {1 to 1V} 1457817 5040.97 5455.85 454,12 2122.32 812.23
* Loans sanctiongd in 1987-89 only were considered. o
ANNEXURE iX.6
(Para 9.28)
Summary of Debt Relief During 1990-95
(As. Crors)
States Loan of Drought Loans Loans for Roleif on Loans Total
Eesdiwhile 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.  Assam 49.69 49.69
4. Bihar 27.64 27.64
5. Goa 23.32 552 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
8. Jammu and Kashmir 43.25 4325
10. Karnataka 2.06 24.21 26.27
11. Kerala 3.88 1255 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. Rajasthan 123.53 2045 143.98
21. Sikkim 0,95 0.95
22 Tamil 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 191.00 158.88 91.62 494.12 975.62
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APPENDIX -1

List Of Organisations And individuals Who Submitted Memaranda To The Finance Commission

Andhra Pradagh

1.

Shri M.S.N. Swamy, PRD, S.0. Bobbili
Mandal, Vijayanagaram District, Andhra
Pradesh-532568.

Shri V.K. Parigi, Secretary, Consumer
Education Centre, No. 4, Sesha Vila,
3-6-293, First Floor, Hyderabad-5000208.

Shri Vavilala Gopalakrishnayya,

FormerM.L.A., {Submitted
Sattenapalli-522403. two
Meomoranda)

Dr. Y. Sivaji, Yalamanchili,
Guntur-522006.

Shr R.D. Prasad, C/o S.G. Narayana,
H.No. V36, Zeerangi Pet Strest, Adoni,
District Kumool-518301.

Shri P. Japardhana Reddy, MLA, City
Congress Committee, Tllak Road, Sultan
Bazar, Hyderabad.

7. Indian Union Muslim League, A.P. General
Sacretary, IMUL 5-8-548/D, Arastu
Complex, Abids, Hyderabad - 500001.

Assam

8. Shri Harinath, {Submitted
General Secretary, two
Assam State Employees’ Memoranda}
Federation, C/o Cotton
College, Guwahati-78I00I.

9. Shri D.P. Barooah, Vice Chancelior,

10,

12.

13.

14,

15.

16.

17,

18.

19.

21.

22,

Gauhali University, Guwahati.

ShAd G.C. Pukhan, Retired Financial
Commissioner Govemment of Assam,
Guwahati.

. ShiK.C. Baruah, IAS (Retired) Kharghuli,

Guwabhati.

Shri J.N.. Das, Ex-Vice Chancellor,
Dibrugarh University and Presently
Director, Lew Research Institute, Guwahat
High Court, Guwahati.

Dr. Jayanta Rongpi, Chief Executive
Member, Karbi Anglong District Council,
Diphu.

Shri G.C. Langthasa, Chief Executive
Meamber, North Cachar Hills Autonomous
District Councif, Haflong.

Shri Charan Deka, Secretary General,
Sadov Asom Karmachari Parishad Central
Office, Guwahali.

Shri Devakanta Kakati, IPS (Retd)
Advocate and Member Law Commission
and Pay Commission, Assam, Guwahati,

Chief  Justice, High Coun,
Guwahati.

Shi S. Deb Roy, Chief Conservator of
Forests(G), Assam, Guwahati.

Shri Atul Bora, Minister of Flood Control,
Government of Assam, Dispur.

Assam

Shri Bhrigu Kumar Phukan, Ministor of
Tourism, Govemment of Assam, Dispur.

Ragistrar, Dibrugarh
Dibrugarh,

University,

Agro Economics Research Centre for
North East India, Assam Agriculural
University.

Bihar

23.

- 24.

27.

34,

Shri Chaturanan Mishra, M.P. (Rajya
Sabha)

Dr. P.K. Jha, MA, BL, Ph.D., (Submitted
Professor and Head, - two
Depariment of Economics, Memoranda)
L.N. Mithila University,

Darbhanga, Bibar.

Shri Yogendra Prasad Singh, General
Secretary, Bibar State Non-Gazetted
Employees’ Federation, Patna.

Shri Umadhar Prasad Singh,
M.L.A., Bihar Legislative
Assembly, 141, M.L.A. Flats, threa
Water Tower, Patna. Memorand)

Shri Rajo Singh, M.LA, I6, Bailey Road,
Patna, i
Shri N.K. Prasad, President, Bihar

Pensioner Samaj, North Shreekrishan Puri,
Patna-3Q00I3.

Dr. B. Kumar, Readerin Commerce, Shastr
Nagar, Dhanbad-82600l.

The General Secretary, All India Retailers
Federation Patna - 800003,

(Submitted

. Shri K.M. Sahay, Mayor, Patna Municpal

Corporation, Budh Marg, Patna.

. Bihar Jan Vikas Morcha, Patna,

Shr 5.P. Tewary, Chairman, Bihar State
Gazetted Officers’ Federation, Patna.

Shri Atam Dev Singh, Chairman, Action
Rasearch Institute for Developmental
Studies, F 98, Srikrishnapuri, Patna.

Chandigarh

3s.

Shri Gian Chand, 1147/8 G, Chandigarh-
150008,

Delhi

36.

37.

41.

42.

Goa
44.

Shii Sukomal Sen, Member of Parliament
(RS)and General Secretary, All India State
Government Employees’ Federation, 201B,
V.P. House, Rafi Marg, New Delhi-
KOO,

Shri EM.S. Namboodripad |4, Ashoka
Road, New DelhiHICOOI.

Shri V.L. Gidwani, i5, Mayfair Apartments,
Mayfair Gardens, Hauz Khas, New Delhi-
10018,

Dr. S.K. Singh, Department of Economics,
A.RS.D. Coilege, (University of Delhi),
Dhaula Kuan, New Delhi-liOO21.

Dr. H.L. Bhatia, Department of Economics,
Shri Ram College of Commaerce, University
of Delhi, Delhi-ICOO7.

Dr. K.R.G. Nair, Department of Business
Economics, University of Delhi, South
Campus, Benito Juzrez Road, New Delhi-
o021,

Shri S.K. Agrawala, Secretary, Association
of Indian Universities, A IV House, 16, Kota
Marg, New Dethi-110002.

Shri 8.5. Ramachandran, Hon. General
Secretary, All India Central Committee of
Pensionary  Association, Post Box
No.9913, New Dethi-110064.

Sangum Municipal Council, Goa.

45.

Shri J.B. Gonsalves, M.LA_, Chairman,
Goa, Daman and Diu Toursm
Development Corpn. Ltd., Intor State Bus
Terminus, Panaji.

Gujarat

48.

47,

51.

Shri Pranav S. Desai, Anjana P. Desai, A-
48, Shree Rang Vila, Vastrapur,
Ahmedabad-380015.

ShriA.N. Jarnwala, (Submitted
Chairman, two
The Surat Art:Silk Cloth  Memoranda)
Manufacturerg! Association,

Resham Bhavan,

Lel Darwaja, Surat-395003.

Dr. I.M. Trivedi, Prof. and Head,
Department of Economics,  (Submitted
Bhavnagar University, three
Gaurishankar Lake Road, Memoranda)
Bhavnagar-364002.

Dr. Himmat Patel, Professor, Sardar Patel
University, Vallabh Vidyanagar, (Westem
Railway).

Shri G.C. Baveja, President, Gujarat Civil
Service Tribunal, Block No. |, ist floor,
Sachivalaya, Gandhinagar-3820I0.

Shri  Chimanbhai Patel, Leader of
Opposition, Gujarat Vidhan Sabha,
Gandhinagar-3820I0.

Shti Sapat Mehta, Former
Minister, Govemment of Gujarat.

Shri Dinesh Shah, Former Finance and
Planning Minister of Gujarat and Founder
Director of Vikas Bharti Institute of Paolicy
Swdies Research and Futurology,
Ahmedabad.

Shri Vrajlal M, Dhamonwala, Chairman,
The South Gujarat Textile Processors'
Association, Ring Road, Near Sahra
Darwaja, Surat-395003.

Finance

Haryana

55,

56.

57.

Shri ML. Sehgal, President, Haryana
Subordinate Services Federation, Canal
Colony, Tohana-126120, District Hissar.

Shri R.K. Jain, IPS (Retd.), No. P4l
Rajnagar, Ghaziabad. {Through
Gaovemment of Haryana)

Shri B.R. Shama, Assistant Comptrofler
(BGT), Haryana Agriculiure University,
Hissar.

Himachal Pradesh

58,

B1.

62.

Shri MK. Desai, M.A_, B.Ed.,
Documents Expert, (Submitted two
Shimla. Memoranda}

Shri Gian Chand Totu, M.L.A., Himachal
Pradesh Assembly, Shimia-[71002,

Shri Kanwar Durga Chand, M.LA,
President Lok Dal, Set No. 3 and 4, Lyiton
Block, Shimla-I7iOOl.

Shri Harbhajan Singh, General Secretary,
Himachal Pradesh Congress Committee,
8, The Mall, Shimla-i7i0OI.

Shri Adarsh Kumar, Mayor, Municipal
Corporation, Shimla-7IOO,

Shri K.C. Malhotra, Vice-Chancellor,
Himachal Pradesh University, Shimla-
17005,



64,

65.

Shn M.P. Gupta, Dr. Y.S. Pamnar
University of Horticulture and Forestry,
Solan-173230.

Representatives of Lahul and Spiti District
of Himachal Pradesh.

Jammu and Kashmir

66.

67.

70.

71.

73

Shri Ghulam Mohi-ud-din

Punoo, General Secretary, (Submitted
All Jammu and Kashmir two
Low Paid Employees' Memoranda)
Fedaration,C/o Khazir

Manzil Dalgale,

Srinagar-190001.

Shri Sampat Prakash, President, All
Jammu and Kashmir Low Paid Gowi.
Employees' Federation, EP 714, Jogi Gate,
Shahidi Chowk, Jammu Tawi-IBOOCH,

President, All Kashmir Boatmen's Union,
Ward No. 9, Srinagar (Kashmir), Head
Office Dalgate Kohna Khan, Srinagar-
19000,

Shri Vinod Avasthi, General Secretary,
Federation of Industries and Commerce,
Raghunath Bazar, Jammu-800001, .

Kashmir Chamber of Commerce and
industries, Residency Road, Srnagar-
190001

Shn G.M. Khan, President, Jammu and
Kashmir Civil Secretariat - Non Gazetted
Employee:' Union, Srinagar.

Shri Abdul Majid Khan, President, Al

Jammu and Kashmir Low Paid Employees’
Faderation, Jain Bazar, Jammu Tawi.

Shri Rajinder Motial, Secretary General,
Chamber of Commerce and Industries,
Jammu.

Karnataka

74

Bl

B2

Shri KA. Keshava Murthy, President,
Kamataka State Government Employeas’
Association, Post Box No. 592, Cubbon
Park, Bangalorg-56000I,

Dr. G.R. Gaonkar, M.A., Ph.D., Reader and
Head, Dapartment of Economics, Dr. A V.
Baliga College of Arts and Science, Kumta-
581374,

Dr.(Mrs} Hemlata Rao, Associate
Professor (Economic Unit), Institute for
Social and Economic Change, Nagara
Bhavi P.O., Bangalore-560072,

Shri A K. Agarwala, President, Aluminium
Association of India, Post Box No. 1250,
Science Institute Post Office, Bangalore-
560012,

Shn M.T. Krnshnappa, President,
Kamataka State Government, Employees
Association, Cubbon Park, Bangaiora.

Shri C. Valliappa, President, Federation
of Kamataka Chambaers of Commerce
& Industry, Kempegowda Road,
Bangalore- 1.

$hri T.N, Narasimha Murthy, Leader of the
Opposition, Karnataka Legislative Council
Vidhana Soudha, Bangaiore-1

Communist Party of India, Karnataka State
Committee, L-56, K.V. Temple Street,
Sultanpet, Bangalore - 560053,

Shri T.R. Satish Chandran, Director,
Institute for Social and Economic Change,
Bangalore.

83

96

Dr. Vinod Vyasulu, Professor and Head,
Socia!l Services Management Unit,
institute for Social and Economic Change,
Nagara Bhavi P.O. Bangalore - 560072.

. Dr. M.V. Nadkami, Professor and Head,

Ecology Economics Unit, Institute for Social
and Economic Change, Bangalore -
56007,

. Shn M.C. Shanthamurthy, MA, Head of the

Department of Economics, Sri Jagadguru
Renuka Charye College of Science and
Ans, Bangalore - 560009.

Kerala

B6.

87.

1.

. Dr. NM.

. Shri P.J. Joseph, Chairman,

Shn K.V. Rajendran,General Secretary,
Federation of State Employees and
Teachers Organisations, Kerala, N.G.O.
Union Buiiding, Trivandrum-695033.

Shri Raju V. Johnseon, R/o Checkatiu, P.O.
Kalanjoor; District Pathanamthitta, PIN-
689694,

, Shri D. Unnikrishnan, Hony. Secretary,

Aged Government Employees' Society,
Trivandrum.

Mohammedali, General
Secretary, Kerala Gazetted Officers’
Associaticn, Adhyapaka Bhavan Road,
Trivandrum.

. Shri X.V. Devadas, President, Federation

ol State Employoos and Teachers
Organisations, Kerala, N.G.O. Union
Buitding, Trivandrum-695033,

Prof. V. Gopalakrishna Kurup, Chairman,
Kerala Public Service Commission,
Trivandrum-695004.

. Shri MN.V.G. Adiyodi, Chairman, Joint

Council of State Service QOrganisation,
Centra Office Service Cornet,
Trivandrum,

Kerala
Congress {J} Party, Trivandrum.

. Kerala Pradesh Congress Committee (I).
. Shri A, Neglaiohithadasan Nadar, Minister

for Sports and Youth Affairs, Trivandrum.

. Shn V.J. Thankappan, Minister of Local

Administration.

. Shn K.M. Mani, Leader, Kerala Congress

(M).

. Shri T.N. Bhaskara Varma Thampan,

Controller of Examination incharge of
Secretary, Kerala Public Service
Commission, Trivandrum.

Madhya Pradesh

99,

100.

101,

102.

103.

104.

105.

Shn Dal Chand Jain, M.P. (Lok Sabha),
Chameli Chowk, Sagar.

Shri  Siremal Chauradia,Tilak Marg,
Neemuch-458441.

Shni Vimal Mital, Advocate, 26, Yeshwant
Niwas Road, Indore-450023.

Dr. Rajendra Jain, Principal, Government
College, 93/6, Tulsi Nagar, Bhopal.

Dr. R.S. Tiwan, Prolessor of Economics,
Government Hamidia Arts and Commerce
College, 90/28, Tantya Tope Nagar,
Bhopal.

Shri Neeraj Kumar Mishra, C/o Shri Vayas
Narayana Sharma, Village Jarooda, Post
Office Tara (Shankar Nagar), District
Rayapur-492007,

Dr. AC. Minocha, Bhopal Univarsity,
Bhopal.

106.

107.

108.

109.

110.

111,

2.

113

114,

115.

116.

117.

118.

119.

121,

Shri Rajendra Prasad Shukla, Speaker,
Madhya Pradesh Vidhan Sabha, 2, Civil
Lines, Bhopal.

Shri Kailash Joshi, M.L.A., Leader of the
Opposition, Madhya Pradesh Vidhan
Sabha, Bhopal,

Shri Rameshwar. Nikhara, M.P.
Sabha),
Bhopal.
Shri Babu Lal Gaur, M.L.A., Chairman,
Public Accounts Committes, Madhya
Pradesh Vidhan Sabha, Bhopal.

Shri Balakrishna Gupta, M.L.A., Bhartiya
Communist Party, 5, Patel Nagar Labour
Colony, Bhopal-452001.

Shri Ramashanker Singh, M.LA., 38,
Racecourse Road, Gwalior-474002,

Dr. Nimmal Hirawat, M.L.A., Kantangi
{Balaghat), Madhya Pradesh.

Shri  Satyabhanu Chauhan, M.LA,
Constituency S. Ryour Kalan, District
Murena.
Shri  Rasual
Bhopal.
Shri Satyadev Katare, M.LA., 100/45,
Shivaji Nagar, Bhopal.

Shri Kanhaiya Lal Sharma, M.L.A., 144/,
Professor Colony, Bhapal.

Shri Surander Dubey, M.L.A_, 13/9, Sivaji
Nagar, Bhopal.

Shri Abdul Zabbar Khan, Organiser,

Bhopal Gas Tragedy Victims Women's
Welfare Association, Bhopal.

{Lok
E-6/45, Bungalow T.T. Nagar,

Ahmed Siddiqui, M.LA.

Dr. Ishwar Dass, President, Assaciate of
State Training Institution in India & Director
General, Academy of Administration, Post
Bag No. - 6, Bhopal - 462016.

. Abhyas Mandal, Indore, Memorandum

presented by Dr. V.D. Nagar,Professor
and Head, School of Economics, Devi
Ahilya Vishwavidyalaya, Indore.

The Abhyas Mandal, Indore,

(i} Indian Medical {Submitted
Association Madhya four
Pradesh Branch Indore. Memoranda)

(iiy Trained Nurses Association of India,
Madhya Pradesh Branch,Indcre.

{iii} Indore Schocl of Social Work, indore.

(iv} Development Study Cell, Indore.

Maharashtra

122

123.

124

125.

126.

127.

Shri Sudam Deshmukh, M.L.A,, Aamdar,
Maharashtra  Legislative  Assembly,
Achalpur City, District Amarawati,

Dr. S.B. Sakhalkar, Executive Director,
Maharashtra Economic Development
Council, |06, Nagindas Master Road, Fort,
Bombay-400023.

Shri Hashu Advani, President, B.J.P.,
Kathak Bhavan, Falke Marg, Dadar (East)
Mumbai, Mumbai-400014.

Shri  $.5.  Acharekar,  Chairman,
Maharashtra State Government
Employees' Confederation, Gio M6,

Mantralaya, Bombay-400032.

Dr. J.F. Patl, Reacer, Department of
Economics, Sivaji University, Vidyanagar,
Kolhapur-4i6004.

Shri B.S. Vaze, General Secretary, All
India Posts, Telegraphs and Others
Central Government Pensioners’
Asscciation, 1082-Sadashiv Peth, Near
Shanipar,Pune-4ll030.



128. Dr. H.D. Kopardekar, Director General, All
India Institute of Local Seif 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
IO, Veor Nariman Road, Post Box No. 95,
Bombay-4000001.

131. Shri S.C. Varma, C/o Post Box No. 19968,
Bombay-40002|.

132. Shri D.A. Joshi, Secretary General,
Federation of Indian Art Silk Weaving
Industry, Resham Bhavan 78, Veer
Nariman Road, Bambay-400020.

133. Shri Sharad Pawar, Ex-Chief Minister,
“Ramalayam®, 44/A, Pedder Road,
Bombay-400026.

134. Shn Madhavrao Gaikwad, Secrotary,
Maharashtra Council, M.L.A., 3i4, S.V.P.
Road, Bombay-400004.

135. Maharashtra Economic Development
Coundil, {08, Nagindas Master Road, Fort,
Bornbay-400023,

136. ShriD.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, Sitabuidi, Nagpur-
440012,

Manipur

140. ShriL. Joychandra Singh, President, Joint
Administrative Council, All Manipur Trade
Union  Council and Al Manipur
Government Employeas' Organisation,
Praja Tantra Building, Praja Tantra,
Imphal.

141. Shri Th. Joychandra Singh, Registrar,
University of Manipur, Canchipur, Imphal -
795003.

142. Shri  Th Nilamani Singh, General

Secretary, All Manipur College Teachers'
Association, Imphal-785001,

143. Shri M. Jayanta Kumar Singh, General
Secretary, Al Manipur Government
College  Teachers'Association, Clo
Department of Chemistry, D.M. College ot
Science, imphal.

144, ShriH. Sanayaima Singh,Deputy Speaker,

Prosident, loktak Lake Development
Organisation, Thanga Chingkha.

145, Shii M. Koireng Singh, Ex-Chief Minister,

MLA, Chairman, |.N.A. Martyrs' Memorial
Complex Advisery Committee, Meirang,

146. Shri B.S. Lamba, Commissioner, Finance
Economics & Stalistics, Government of
Manipur, Imphal,

Meghalaya
147. Shi H.S. Lyngdoh, M.LA. Chief
Executive Member, Khasi Hilis

Autonomaous District, Council, 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. Shn  U.R.R. Patnaik, - Superintending
Engineer (Civil), Orissa.

153, Shri S.K. Padhi, B4l/1, Kalaraput, P.C.
Rasulgarh, Bhubaneswar-751010,

154. Shr Saroj Kumar Mishra, At-lanardan Pur,
P.O. Keonjhargarh, District Keonjhar-
758002,

155. Dr. Sharddhakar Supakar, M.L.A, (Crissa),

18/1(D.S.), M.L.A. Colony, Bhubaneswar-
751001,

156, ShriS.B. Panda, (BA, LLB), Sub-Divisional
Office, Jeypore, AtPo Jeypore, District
Koraput.

157. Dr. Baidyanath Misra, Deputy Chairman,
State Planning Board, and Director, N.K.C.

Centre for Deveiopment Studies,
Bhubaneswar.

158. Shri T. Kanungo, MLA, {Submitted
Unit - 1li, VIB 4/2, two
Bhubaneshwar. Memoranda)

159. Chiet Justice of Orissa, Bhubanashwar,

160. Shri Habi Bulla Khan, Minister of State
Community Development and Rurai
Reconstruction, Bhubaneswar,

161. Orissa Stale 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-147002.

165. Shri M.L. Nandrajog, Secretary General,
PHD Chamber of Commerce and
Industries, PHD House, Opp. Asian
Games Village, New Delhi-liOOI6.

Rajasthan

166. Shri B.L. Panagariya, Raj Niketan, 7, Mot
Doongri Road, Jaipur-302004.

167. ShriPanaChand Gupta, Chairman, District
Council, Kota.

168. Shri Bhanwar Lal Bijarania, R/o Kissan
Bhavan, D07, Vidhyadhar Nagar, Jaipur-
302012,

168. Shri Vaidya Bhainroon Lal Bhardwaj,
M.LA., President of District Congress
Committee, Jaipur-302063.

170. Shri N.C. Pahariya, MA, Ph.D., Associate
Professor, Department of Economics,
University of Rajasthan, Jaipur-302015.

{71. ShriHar Ram Bagariya, Pramukh, Office of
the District Council, Nagour, Rejasthan.

172. Prof. Om Prakash, Former Vice-

Chancellor, P-2, University Campus,
Jaipur-302003.

i73. 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, , Il Main Road, Gandhi Nagar, Adyar,
Madras - 600 017.

176. Smt. R. Kohilam, Assistant Professor in
Economics, Quaid-E-Millat Government
College for Women, Anna Salai, Madras-
600002,

I76. Dr. C.A. Perumal, Professor and Head,
Department of Poiitics and Public Admn.,
University of Madras, University Buiiding,
Chepauk, Madras-600005,

177. Shr M.K. Deena Dayalan, ({Submitted
IPS, Retd. Postmaster two
General, President, All Memoranda)
India Federation of
Pensioners' Association, 10,

Rajan Street,
T. Nagar, Madras-600QI7.

178. Shr M.R. Appan, General Secretary, The
Tamil Nadu Government Employees'
Association (Regd.), Bethol Ledge, 12,
Wallajah Road Madras, 600 002.

179. Shri S. Debendran, Registrar, Institute for
Techno-Economic Siudies, 76, Harrington
Road, Madras-6Q003!.

180. Shri P.C. Mathew, 1CS (Retd), 10, Third

Avenue, Hamingion Rocad, Madras -
600031.
181. Dr.  Vedagin  Shanmugasundaram,

President, Anna Nagar Acadamy, No.43,
Ist Main Road, Senoy Nagar, Madras
600030,

182. Shri S. Thirunavukkarasu, MLA, Deputy
Leader of Opposition, All Indis Anna DMK
Legislature Party, 275, Avvai Shunmugam
Salai, Madras 600 014.

183. Shn W.R. Varadarajan, MLLA, Communist
Party of India{Marxist}, Tamil Nadu State
Committee, 26, Car Street, Triplicane,
Madras 600 005.

184, Shri D. Vaseekaran, President, All India
Minorities’ Party, 31, Thirumocorthi Street,
Theagarayanagar, Madras 600 017.

185. Smt. Jethalal D. Solanki, President, Tamil
Nadu Chamberof Commerce and Industry,
4th Floor, 178 B, Kamarajar Road, Madurai
625008.

186. Shri M.K. Deena Dayalan, President, All
India Faderation of Pensioners’
Associations, 10, Rajan Street,
Theagarayanagar, Madras 600 017,

187. Shri Siva llango, President, Tamil Nadu
Government Officials' Union, 4, Neeli
Veerasamy Sireet, Triplicane, Madras
800005,

188, Shn C.D\V. Gnanaraj, President, Tamil
Nadu Secretanat Assocciation, Fort St
Georgse, Madras 600 009.

189. Shn A. Palaniappan, President, Tamil
Nadu United Secretariat Statt Federation,
Fort 5t. George, Madras 600 009.

190. The Tamil Nadu Government Employees’
Association, 7, Wallajah Road, Madras-
600002.

Tripura

191. Shri Haradhan Dutta, Chairman, Honour's
and Post Graduate Teachers' Association,
Tripura, 10, Jagannath Bari Road,
Agartala-79900%.



192,

Shri Nripen Chakravarty Ex-Chief Minister,
Tripura, Agartala.

Uttar Pradesh

B3,

197.

200.

201.

202.

205,

. Shri

Md. Sayed Sibte Razi, Education Minister,
Government of Uttar Pradesh, Vidhan
Bhavan, Lucknow.

Shri B.M. Jauhari,

M.A, Ph.D., Department
of Post Graduate,
Research and Studies
in Economics, MM H,
College, [IA/F-36,
Nehru Nagar, Ghaziabad-201001.

Shri P.C. Bhatia, President, Federation of
Uttar Pradaesh Pensionars’ Association, 3-
C/, Park Road, Lucknow-226001.

Shri P.K. Bhargava, Professor, Benaras
Hindu University, Varanasi, Deptt. of
Economics, No. G/7, Arvindo Colony,
B.H.U. Campus, Varanasi-22i005.

Shri Vinod Kumar Srivastava, Secretary,
Notified Area Committee, KirtiNagar, Tehri
Garhwal.

Dr. Sudhakanta Mishra, Hony, Secretary,
Indian Institute of Economic Research, 5
E, Pandoy Colony, Kautilya Kone Marg,
P.Box-1l0, Varanasi-221002.

Officer-in-charge, Municipal Corporation,
Bangarmau, Unnao.

ShriShyam Dhar Mishra,
Former Minister,
Varanasi, KhasiSadan,
Gopi Ganj.
Federation of UP. Pensioners’

Association, President Shri P.C. Bhatia, 3-
CmM, Park Road, Lucknow - 226 001,

Shri U.P. Shrivastava, Convener, Uttar
Pradesh Sachivalaya Mahasangh, Vidhan
Bhawan, Lucknow.

Maheshwar
Daruishafa, Lucknow.

(Submitted
two
Memoranda)

{Submitted
wo
Memoranda)

Pandey, MLGC.

. Shri Ram Ratan Singh, President, DCC(I)

Fatehpur, District Fatehpur.

State Planning Institute, Lucknow and
Office of the Collacter, Fatehpur.

206,
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Shri Hari Kant, Principal Chief Conservator
of Forests, Uttar Pradesh.

207. Shri Kashi Singh Ari, MLA of Didihat;
Pithoragarh.U.P.

Waest Bengal

208. Shi Tuhin Samanta, MLA., West

209,

210

211,

212

213.

214,

215,

216.

217.

218,

Bengal.

Shri Bikash Hazara, Chairman, National
Forum of Public Interest, 491, Kad Marx
Sarani, Bhukailash Rajbari, Kidderpore,
Calcutta-700023.

Chairman, Beidanga Municipality, P.O.
Beldanga, District Murshidabad.

The Joint Secratary, {Submittad
State Co-ordination two
Committee of the Memoranda)

Waest Bengal Govt.
Employeas' Association
and Unions, 186, B.B.
Ganguly Street,
Calcutta- 700012,

Or. R. Chakrabarti, Director, Netaji Institute
for Asian Studies, |, Woodbum Park,
Calcutta-700020.

Syed S.A. Masud, M.A, LL.B, Bamister-at-
Law, Former Judge High Court, I5,
Nasiruddin Road, Calcutta-700017.

Shri Pankaj Dutta, Chairman, Jiaganj-
Azimaganj Municipality, P.O. Azimaganj,
District Murshidabad-742122.

Shri  C.R. Sarkar, Vice-Chaiman,
Kharagpur Municipality, Kharagpur.

Shri Manoranjan Sinha Ray, Reader in
Economics, Visva-Bharti Universily, Vidya

Bhavan, P.Q. Santiniketan, District
Birbhum-731235.
Shri Suhas Chattopadhyay, Indian

Statistical Institute, Economics Research
Unit, 203, Bamrackpore Trunk Road,
Calcutta.

Shri Sunil Banik,
Secretary,

Bengal National Chamber
of Commerce and Industry,
23, R.N. Mukherjee Road,
Caleutta-700001.

{Submitted
two
Memoranda)

219,

220,
221.

222.

223,

224,

225.

226,

227.

228.

229,

. Al India

Shri  Sukomal Sen Member of
Padiament{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, Bipin Behari
Ganguly Street, Calcutta - 700012

Chief Justice of West Bengal, Calcutta.

Indian Chamber of Commerce Calculia,
West Bengal.

Shri G.D. Shah, President, Bharat
Chamber of Commerce, 28, Hemanta
Basu Sarani, Calcutta - 700001.

Shri P.D. Tulsyan, President, Merchants
Chambet of Commerce, 14, Old Court
House Street, Calcutta - 700001,

Shri N. Dutta, President, Foderation of
Associations of Cottage and Small
Industries West Bengal, 21/1/1, Creek
Row, Calcutta - 700 014.

Shri Abdus Samad Mondal, Member
Basanti Panchayat Samity and President,
Sonakhali Biock Congress Commitiee

Shri  Jasimuddin Ahamed, Member,
Basanti Panchayat Samity, President,
Basanti Biock Congress Commitioe
Sundarban Zone, Distt. 24 - Parganas.

Shri Ajoy Sinha,lAS, Secretary to the Chief
Minister, Wast Bengal, Calcutta.

The Joint Secretary, State Coordination
Committee of the West Bengal
Government Employees Associations &
Unions.

The All India State Government Employees
Federation, 186, B.B. Ganguly Street,
Calcutta.

State Govt. Employees
Federation, submitted by - Shri Ananda
Mohan Patra, Prasident, State
Coordination Committee. Binpur Regional
Branch.
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APPENDIX -2

List Of Organisations And Individuals Who Submittod Memoranda To The Finance Commission
Andhra Pradesh

Mr. Vavilala Gopalakrishnayya, Former
MLA, Sattenapalli, Guntur Distt.

Dr.Y .Sivaji, Member, Rajya Sabha.

Arunachai Pradesh

3

All Arunachal Pradesh Tribal Employees
Association - represented by

() Shr Bamin Hinda, Secretary Genera!
(i) Shri D. Bhattacharjee, President

Chambers of Industries - represented by
Shni Tarin Maio, Prosident

5. Shri RK. Patir, Ex-Chief Secretary,
ltanagar. 7

6. Shi R.K. Anand, Vice Chancsllor,
Arunachal Pradesh University, itanagar.

7. Sacretery, Rama Krishna Mission,
Itanagar.

Assam

8.
9.

10.
11,

12.

14.

15,

ShriK.C. Barua, IAS (Retd.)

Shri G.C. Phukan, Financial Commissioner
(Retd).

Shri Dev Kanta Kakati, IPS (Retd)

Shri J.N. Das, Ex-Vice Chancellor,
Dibrugarh University.

Dr. Jayanta Rangpi, Chief Executive
Member, Karbi Anglong District Council,
Diphu.

Shri G.C. Langthasa, Chief Executiva
Member, North Cachar Hills District
Coungil, Haflong.

Shri Charan Deka, Secretary General,
Sadou Asom Karmachari Parishad,
Guwahati.

Shri Hari Nath, Secretary General, Assam
State Employees’ Federation,

Bihar

18.

17.
18.

19.

20.

21,

23,

Shri K. M. Sahay, Mayor of Patna, Municipal
Corporation, Budh Marg, Patna-800001.

Shri Ranchhor Prasad, {AS Retd., ‘Patna.

Shri Pradhan H. Prasad, Director, AN,
Sinba Instilute, Patna,

Dr. D.D. Guru, AN. Institute of Social
Studies, Patna.

Prof. P.K. Jha, University Department of
Economics, LN. Mithila University,

Darbhanga.

Shri Yogender Prasad, General Secretary,
Bihar State Non-Gazettsd Employees
Fedaration, Patna.

Shri Gopal Prasad Tripathi, .General
Secretary, Bihar State Non-Gazetiad
Employees Fedaration, Patna,

Shri Surendra Mishra, Principal, R.K.
College, Madhubani.

Gujarat

24.

25.

Shri {.M. Trivedi, Prof. and Head, Deptt. of
Economics, Bhavnagar  University,
Bhawvnagar,

Shri  Chimanbhai Patal,
Opposition, Gujarat
Gandhinagar.

Shri Sanat Mehta, Former Finance
Minister, Government of Gujarat,

Leader of
Vidhan Sabha,

27.

Shri Dinesh Shah, Former Finance and
Planning Minister of Gujarat and Founder
Director of Vikas Bharti Institute of Policy
Studies, Research and Futurology,
Ahmedabad.

The Surat At Silk Cloth Manufacturers

Association - representad by

(M  Shri A.N. Jariwala, President

(i) Shri Arun Jariwala, Member

(i) Shri Suraj Ram Bachkaniwala,
Member

(vy Shri Vasantbhai
Member

(v  Shn Hare Sana, Secretary

South Gujarat Textile

Association - representad by

(i  Shri Dhamanwala, President

(i) Shri Bhagwan Dass Janwala,
Member

(i} Shri Suraj Ram Bachkaniwala,
Member

(v) Shri  Vasantbhai
Member

(v} Shri Hare Saria, Secretary

Bachkaniwala,

Processors'

Bachkaniwala,

Haryana

30.

31.

Shri R.K. Nehru, Registrar, Punjab and
Haryana High Court.

Shri R.K. Khanna, Joint Registrar, Punjab
and Haryana High Count.

Himachal Pradesh

a2,

34.

3s.

Delegation of the Members of the
Legislative Assembly

()  Shri Ram Chand Bhatia
{iy  Shri Rattan Lal Thakur
(i)  Shn Vidya Sagar

(v}  ShriSinghi Ram

(v)  Shri Yogendra Chandra
(M) Shri Natha Singh

(vii) Shri Shonkia Ram

{viii) Shri Milkhi Ram Gomma
(ix)  Shri Thakur Singh

() Shn Man Chand Rana
(Parliamentary Sacretary)

(d) Shn Karwar Durga Chand

(xii)  Shri Girdhari Lal

(il Shri Raghu Raj

{xiv} Shri Satya Parkash Thakur

(x) Shr Harbhajan Singh Bhaijji

(xvi) Shri Nehar Singh

(xvii) Smt. Viplove Thakur

(xvill) Shri J.S. Joshi (General Secratary,
Lok Dal)

{xix) Shri Milkhi Ram Bhaira

Municipal Corporation of
represented by

® ShriAdarsh Kumar, Mayor
(i} Shr D.S. Minhas, Commissioner
() Dr. Ganesh Datt Bharwal

Dr. KC. Malhotra, Vice-Chancelior,
Himachal Pradesh University, Sirmla,

Dr. MP. Gupta, Dean, Dr, ¥.S. Parmar
University of Horticulture and Forestry,
Simla.

Simla -

Jammu and Kashmir

3%.

The Kashmir Chamber of Commerce and
Industry - represented by

{iy .Shri lbrahim Shadad, President

(i) Dr. Mubeen Shah, Secretary

(W) Shri A.G. Khan, Joint Secrotary

37.+ Chamber of Commerce and Industry,

39.

Jammu - represented by
(i} Shri Ramesh Gupta, President

(i) Shri Rajendra Motial, General
Secretary
Shri V. Avasthi, General Secretary,

Federation of Industry and Commetrce,
Jammu.

Shri G.M. Khan, President, Jammu and
Kashmir Civil Secretariat Non-Gazetted
Employees' Union, Srinagar.

Shri Abdul Majid Khan, President, All
Jammu and Kashmir Low Paid Employees’
Federation,

41, Al Jammu and Kashmir Low Paid
Govenment Employees Federation -
represénted by
iy Shri Sampat Prakash
(i)  Shri Mchi-Ud-Din Punoo
(i) Shri Miraj-Ud-Din, Representative
(iv) Shri A. Krishan, Representative

Karnataka

42, Shri T.R. Satish Chandran, Director,
Institute for Social & Economic Change,
Bangalore.

43. Dr{Mrs.)) Hemiala Rao, Associate

Professor, Institute for Social & Economic
Change, Bangalore.

44, Dr. Vinod Vyasulu, Professor, Institute for

47.

49

51.

Social & Economic Change, Bangalore.

Prof. S.A. Bijoor, Indian Institute of
Management, Bangalore.
Shri T.N. Narasimhamurthy, MLC

Congress(l), Leader of the Opposition . in
Lagislative Council,

Shri M. Mallikarjuna Kharge, MLA
Congress{l), Deputy Leader of Congrass
Legislature Party {CLP).

Shri R.S. Mane, MLA, Maharashtra Eki-
Karan Samig.

Shri R. Venkataramaiah, MLA, Leader of
CPI(M).

. Shri 8. Suryanarayana Rao, Leader of

CPI(M).

Shri N.K. Upadhyaya, Sacretariat Member
CPI(M).

Shri P. Ramachandra Rao, Secretary
Karnataka State Committee, CPI(M).

Federation of Kamataka Chambers of

Commerce and Industry - represented by

() ShriC. Valliappa, President

() Shri M.K. Panduranga Setty, Vice-
President

(i} Shri Tallam Radhakrshna Setty
(Immediate Past) President

(iv) Shri M.Raghevendra Rao, Secretary

(v Shri T. Ramappa, Assistent
Secretary

Al India Stata Govt Employees

Association - represanted by

() Shii K.A.Keshavamurthy, President.

Karnataka State Government Employees

Association - represented by

() Shri T.V. Raghavan,Former Office
Baarer

{§} Shri M.N. Shashe Gowda



(iiy ShriLakshmaiah

(iv) Shri Narase Gowda

vy Shn Gangavenkataiah,
President

(vi} Sr Chowdaiah, Treasurer

(vi) Sri Manu, Cultural Secretary

{vii) Sn K Dase Gowda, State Council
Member

Vice-

Kerala

56,

57.

59,

61.

63,

B4,

Kerala Gazetted Officers’ Association -

represented by

i)  Shri N. Bhageerathan, President

{r) Shri P.Y. Jacob, Yice-President

i) Dr. N.M. Mohammed Al, General
Secretary

Aged Government Employees’ Society,
Attingal - represented by

( Shr D. Unni Krishnan, Secretary

{iy Shri P. Appukuttam, Treasurer

Federation Ot State Employees' And
Teachers' COrganisation, Kerala -
represented by

i}  Shri K.V. Devadas, President

() Shi KVY. Raendran, General
Secretary

i} Shn T.K. Balan, General Secretary,
Kerala NGO Union

(v} ShriK. Chandran, General Secretary,
Private School Teachers' Union,
Kerala

(v Shri Babu Sreckumar,
Secretary, Kerala
Employees'Association

General
Secretariat

Joint  Council of State Service

Organisation, Trivandrum - represented by

() Shri N. Anantha Krishnan, General
Secratary

(i} ShriE.J. Francis, former Chairman

iy Shri P.R. Somanadhan, Vice-
Chairman

(v) Shri KNK.
Secretary

Nambudiri, State

Kerala Congress (M) - represented by

i}  Shr K.M. Mani, Leader

(i) Shr T.M. Jacob, former Education
Minister

Kerala Pradesh Congress Committee (1) -

represented by

{i) Shr Sankara Narayanan, Member

(it Shri OCommen Chandy, Member

@iy Shr K. Karunakaran, Member

{(v) Shri A K, Antony, Member

{v) Shri Pathmarajan, Member

(v} Dr. P.K. Gopelakrishan, Member

(vii) Shri Karthikeyan, Member

Shri A. Neelalohithadasan, Minister of
Sports and Youth Affairs.

Prol. V. Gopalakrishna Kurup, Chairman,
Public Service Commission.

Shri V.J. Thankappan, Minister of Local
Administration.

Madhya Pradesh

65.

66.

67.

Shri RP. Shukla, Speaker of the State
Legislative Assembly.

Shri  Kailash Joshi, Leader of the
Opposition in the State Legislative
Assembly.

Shri Babu Lai Gaur, Chairman, Public
Accounts Committee.

Shri N.P. Srivastava, Leader of the Janata
Party in the State Legislature.

d 3

.
72.

73.
74.
75.
76.

77
78.
73
80.
81,
82.

83
84.

100
Shr Rameshwar Nikhara, M.P.
Dr. P.D. Hajela, Vice-Chancellor, Sagar
University.
Dr. R.S. Tiwan,
College, Bhopal.

Shri S.N. Dubey, Senior Vice-President,
Madhya Pradesh Teachers' Congress.

Shri Rasu! Ahmed Siddiqui, M.L A.
Shri Balakrishna Gupta, M.L.A.
Shri Mumtaj Ali, Janata Party, Bhopal.

Shri Abdyl Zabbar Khan, Organiser,
Bhopal Gas Tragedy Vicims Women's
Welfare Assodiation.

Shri Kanhaiya Lal Sharma, M.L.A.
Shr Ramachandra Bajpayee, ML.A.
Shri Satyabhanu Chauhan, M.L.A.
Shri Lalit Jain, M.L.A.

Shri Sunii Mishra, M.L A.

Dr. Nirmal Hirawat, M.L.A.

Shri Rama Shankar Singh, M.L.A.
Shti S.D. Katare, M.L.A

Professor, Hamidia

Maharashtra

85.
86.

87.

88.

.

92

Shri Sharad Pawar, former Chief Minister.

Shri D.R. Pendse, Economic Adviser, Tata
Industries, Bombay.

Shri N.A. Palkhiwala, Senior Advocaie,
Supreme Court of India, Bombay.

Maharashtra  Economic
Coundil- represented by

() ShriN.M.Desai

il Shr G.A. Newalkar
{iit) Dr. S.B. Sakhafkar

Development

Shri K.A. Samuel and others, Federation ot

indian Silk and Art Industry

Leaders of Opposition Parties in the State

Legislature

) Shi BM. Gakwad, MLA,
Communist Party of India

{i) Dr.  PS. Kadam, M.LA.,
(independent)

(i) ShriSadanandWarde,M.L.C., Janata
P

(iv) ShriN.D. Patil, M.L A, Peasants and
Waorkers Party

(v} Shri Manohar Joshi, M.L.C., Shiv
Sena

{vi) Shn Ram Naik, M.LA, B.JP.

{vii} Shrl Sudhir Joshi, M.L.C., Shiv Sena,
{former Mayor of Bombay)

{viii) Shri Madhu Deolekar, M.L.C., B.J.P.

Bharatiya Janata Party represented by

() Shr Sunder Kumar T. Rani, Leader,
B.J.P.Corporation Group

{i) Shri Nanubhai Patel, Vice-President,
B.J.P. President, F.AM.

(&) Shri Kt Somaiya, General
Sacretary, BJP, Chartered
Accountant

(v} Shn Arun Sathe, Advocate, General
Secretary, Bombay, B.J.P.

vy Shrn  Madhu Deolekar, M.LC,
General Secretary, B.J.P., Bombay

(vi} Shri Ram Nak, MLA, Vice-
President, B.J.P ., State Unit
Maharaghtra State Government

Employees’ Federation represented by

M Shri 5.5, Acharekar, Chairman,
Maharashtra State Govemment
Employees’ Contederation

(i) Shri T.L. Manicar, President
Mantralaya Employees' Association

(i} Shri Uttam Kamble, Secretary Class
IV Employees’ Association

(iv) Shri S.N. Pansare, Joint Secretary,
Gazetted Officers’ Confederation

(v} Shn G.D. Kulthe, General Secretary,

State Gazetted Officers’
Confederation

(M) Shri N.V. Joshri, Vice-President,
Maharashtra State Government

Employees' Confederation
Dr. S.S. Wagle, Economic Adviser,
Maharashtra State Government
Employees' Confedsration
{vii) Shri R.G. Karnik, General Secretary,

(i)

Maharashtra State  Government
Employees’ Confederation

Manipur

93. Shri Devendra Singh Speaker of the

94,

97,

Leqgislative Assembly.
Shri Udhob Singh,Dy. Speaker
ChairmanP . A.C.

Shri A.S. Arthur,Dy. Chairman, State
Planning Board,

Shri Sehpu Haokip MLA

University Teachers and College Teachers
Association represented by

(i) Prof. KJ. Mahale, Vice Chancellor

Manipur University, Canchipur.
(i) Shri W.C. Sachdeva, F.O. Manipur

and

University.

(W) Shri  Nilamani Singh, General
Sacretary, All Manipur  College
Teachers' Asscciation, Member,
AMCTA.

{ivy Shri Bhogendra Singh, Member,
AMCTA.

(v} Shri lbopishak Singh, Member,
AMCTA.

{vi} ShriJayanta Kumar Singh, Member,
AMCTA.

(vii) Shri R.K. Sangjncba Singh,
Member.

{vii) Shri K. Nabachandra Sharma,
Member, AMGOCTA.

{ix) Shri Kishan Singh, Member,
AMGOCTA.

(x) Shri Iboiombi Singh, Member,
AMGOCTA.

{xiy ShriLatiff, Member, AMGOCTA.
(xii} ShriK. Nabachandra Singh, Member,
AMGOCTA
{xiii) ShriM.Jayant Kumar Singh, General
- Saecretary, AMGOCTA,

Joint Administrative Council of the All
Manipur Trade Union Council and Al
Manipur Government Employees
Organisation

(i)  Shri Joyachandra Singh, President.
(i)  Shri Lalhari Singh, Vice-President.

iy Shri Kesho Singh, Secretary
General.

(v} Shri Tombi Singh, Secretary
{Organisation)

{v) Shri S. Ibobi Singh, Treasurer

{(vi) Shri A. Temba Singh, Secretary
{Admn.}

Shri S. Brajamani Singh, Editor JAG,
Bulletin.

(vii)

Meghalaya

9.

Khasi Hills Autonomous District Coundil,
Shillong represented by

() Shri H.S. Lyngdoh, Chief Executive
Member



101.

iy Shri T. W. Pakyntien,
Secratary

(iiy ShriS.S. Rynjab, Secretary

{iv} Shri W.N. Lyngdoh, Special Officer

Special

. The Frontier Chambers of Commerce,

Shillong - represented by

)  Shri Pradip Choudhary

(i) Shri Vinod Kumar Agarwala
{iii) Shri Krishna Kanta Ghash
{iv) Shri H.P. Tharad, President

Al India Garg Shilleng -

represented by

() Shri Maljon M. Sangma, General
Secretary

{i)  Shri Thrumen M. Sangma, Member

(i) Smt. Jennifer Aiengh, Member

(v) Smt. Jentila Marak, Member

(v} Shr Kamath R. Marak, Member

Union,

Orissa

102.

103.

104.

105.

Members of Parliament
{ii ShriS.K. Sahu

{i) ShrK.C. Lamba
{iiy Shri Somnath Rath
(iv) ShriK. Pradhani

(v) ShriB.D. Mohapatra

{vi) ShriAP.Sethi

{vi) Shri Chintamani Jena
{vii  Shri Jagnath Patnaik

(ix) Shri Brij Mohan Mohanty
(x}  Shri Lakshaman Mallick

{xi} Shri Ballau Panigrahi
(xi)y Shrimati Jayanti Patnaik
{xiii) Shri K.P. Singh Deo

{xiv) Shri Nityananda Mishra.

Members of Legislative Assembly

(i)  Shri Trilochan Kanungo, MLA

(i)  Dr. Sradha Kar Supakar, MLA

(i) ShriHabibulia Khan, Minister of State
Community Development and Rural
Reconstruction, Orissa,

The Coordination Committee of Service
Associations Gazetted Officors of Orissa
represented by

(i) ShrLM. Patra

(i} ShiG.C.Das

(H) Shri Manmath Das

(v} Shri Govind Chand Panda

(v} Shri Satyabadi Mishra

(vi} Shri Radha Nath Nanda

(i} Shri Gajendra Nath Baral

Action Committee of Orissa State Non-
Gazetted Officers Committee
Bhubanashwar represented by

{i)  Shri Sarda Prasad Mohanty

(i) ShriP.P, Panda

(i} Shri G Mohan Sale

{iv) Shr Sadasib Mishra

‘Punjab

106.

107.

108.

Capt. Rattan Singh, former Minister,
Punjab

Shri Jagijit Singh Ghungarana, Progressive
Fammer

Delegation of PHD Chambers of
Commerce and Industry (led by Shri
Manmohan Singh)

Rajasthan

109.

Rajasthan Chamber of Commerce and

Industry - represented by

() Shri KL Jain, Honorary General
Secretary.

(i) ShriM.R. Verma, Member, Executive
Commitiee,

110,

112

113,

114,

115,

Al
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(i) Shr S.C, Handa, Economist.

(ivi Shri R.B. Sexena, Secretary, RCCI.

(v} Eihri M.D. Agrawal, Vies President,
CClL

Member ParliamenvMember Legislative

Assembly

i) Shri Shankar Lal, MP, {Lok Sabha)

i) Shri Banwari Lal Berwa, MP, {Lok
Sabha)

{iii} Shri Bhuvnesh Chalturvedi,MP (Rajya
Sabhay)

{iv} Shri Bhudhar Mal Verma, MLA

{v) Shri Pankaj Pancholi, MLA

Rajasthan  State  Government

Employees Federation represented by Shri
Udai Singh Rathor, Chairman.

National Federation of State Government
represented by Shri Mohan Lal Jain,
President.

Shri MV. Mathur, Proiessor, Ex-Vice
Chancelior, University of Rajasthan.

Shri Bhairon Singh Shekhawat, Leader of
the Opposition in the State Assembly.

Shn B.L. Panagaria

Tamii Nadu

116.

117,

118.

119,

120.

121.

122,

123.

124.

125.

126.

127.

Shri 8. Thirunavukkarasu, Dy. Leader of
the Cpposition Parties in the State
Legislature.

Shri W.R. Varadarajan, Leader of the State
Communist Party

Shri D.Vasikaran, President, All India
Minority Party,

Shri Siva llango, President, Tamil Nadu
Governmient Officials Union.

Dr. Malcolm S. Adiseshiah Chairman,
Madras Institute of Development Studies.

Shri P, C. Mathew, Fomer Member-
Secretary, Fourth Finance Commission,
10, 3rd Avenue, Harrington Road, Madras
600 031.

Dr.  Vedagii  Shanmugasundaram,
President, Anna Nagar Academy.

Dr. AM. Nalla Gounden, Professor and
Head of Economic Department, University
of Madras, Chepauk, Madras 600 005.

Dr. A. Vvaidyanathan, Director, Madras
institute of Development Studies, 79, I
Main Road, Gancdhi Nagar, Adayar,
Madras 600 020.

Shri V. Karthikeyan, IAS Retd., Ex-Chief
Secretary, Tamil Nadu Govemment,
No.419, Kilpauk Garden,h_dadras 600 010,

Shri MK, Deanadayalanf IPS, President,
Al India Federation of Pensioners'
Association.

Shr C.D.V. Gnanaraj, President, Tamil
Nadu Secretariat Association.

Uttar Pradash

128.

129.

130,

121,

13z

133.

Shri Sy. Sibte Raji, MP
Shri Maheshwar Pandey, MLC
Shri  Shailendra  Singh,

Department of Economics,
University.

Professor P.K. Bhargava, Depariment of
Economics, Benaras University.

Professor B.K. Singh, Deparment of
Economics, Gorakhpur University.

Shri Satish Chandra Srivastava, President,
UP. Secretariat Gazetied Officers
Association, Lucknow.

Profassor,
Lucknow

134

135.

138,

137.
138.
139,
140,
141,

142.
143.

144,

Shri Umesh Prasad Srivastava, Convenor
UP. Sachivalaya, Maha Sangh,
Lucknow.

Shri P.C. Bhatia, President, Government
Pensioners Welfare Organisation.

Shri Ram Ratan Singh, President, DCC(l)
Fatehpur,

Shri Bal Raj, MLA.

Shri Anil Singh, MLA.
Shri Prem Dutta Tewari.
Shri Indrajit, MLA.

Shri Matni Khan, President, Municipal
Board, Fatehpur,

Shri Anup Singh, Ex-Block President,

Shri Ramesh Chandra Tewari, President,
Yuya Kalyan.

Smt. Sharda Mishra, Mahila Congress,

145, Smt. Malli Srivastava, President City
Congress {l) Mahila.

WestBengal

146. Dr. Bhabatosh Dutta, Economist

147. Shri N.C. Chatterji, Member of Parfiament
(RS}

148. Bengal National Chambers of Commerce -

1489,

150.

151.

152.

153.

154

155,

represented by

(i} Shri AK. Chandra, Vice-President
(i}  Shri Sunil Banik, Secretary

Bengal Chambers of
represented by

{i) ShriS. Ghosh

(i) Shri P. Das Gupta

Merchants Chamber of Commerce -
represented by

(i}  Shri P.D. Tulsyan

(i) Shri A. Kothari

(i} Shri B.K. Swaika

(iv) Shri Birendra Agarwal

{v) ShriH. R, Bose

Federation of Asscciation of Small
industries - represented by

(i} ShriN.Dutta

(i) ShriS. Gupta

(ili) Shri S. Roy Chowdhari

Bharat Chamber of
reprasented by

(i) ShriS.D.Shah

(i) ShriD.D. Kothari
(i} Shri A.K. Rungta

Indian Chamber of
represented by

(i) ShriJ.N. Sapru

Allindia State Govt, Employees Faderation

- representad by

(i) Shri KA. Kesheva Murty, Chairman

(i) Shri Sukomal Sen, M.P., Genera!
Secretary

(i) Or. $.S. Wagle, Economic Adviser

(iv) Shri R.G. Karnik, Secretary

(v) Shri M.R. Appan, Secretary

(vi) ShriJ.B. Sahu, Secratary

{vii) Shri S.B. Chakravarti, Treasurer

West Bengal State Government,

Employees Fedaration - represented by

{i) Shri Ajoy Mukhopadhyaya, General
Secratary

{i)  Shri Hiren Sanyal, Joint Secretary

(i} ShriSubhashis Gupta

{(iv) Shri Bhabatosh Roy

Commerce -

Commaerce -

Commerce -
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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 8-7 per cent of
Gross Domestic Product {GDP) in the early fifties have now
reached the level of 20 per cant; there has been asomewhat faster
growth of revenue axpenditures. We are here concerned with
mote recenttrends. We note that between 1974-75 and 1986-
87, total revenue receipts of tha Centre and the States have grown
in real terms at 8.4 per cent par 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 parcant per annum. In ather words, during this period, in real
terms, total government revenues increased 2.5 times 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 ravenue
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 kong term trends have caused the imbalance.

B3.3 As a proportion of GDP, both revenue recaipts and
: revenue expenditure registered substantial increases during the
period 1974-75 to 1986-87. [Ref. Tabla B.3.1}. However, while
the revenue receipts registered an increase of 4.8 percentage
points from 15.1 per cent in 1974-75 to 19.9 per cent in 1986-87,
the increasa 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 inthe 1980's. Revenue expenditure as a percentageof
GDP continued to accelerate, but the growth of receipts siowed
down. The formerincreased from 17.5 percentin 1980-811022.8
pet cent in 1986-87 whereas, inctease in the iatter was from 17.6
pet cent to only 19.9 par cent during the period. As a
consequence, the combined revenue deficit which emerged in
1982-83 for the first time at 0.2t per cent of GDP increased tc 2.6
percentof GODP in 1986-87 and the projected revenue deficitin
1988-89 is placed at 3.9 per cent of GDP according to Revised
Estimates.

B3.4 If the Central Government's finances alone are
considered, it is seen that the gross revenue receipts increased
from 10.5 par cent to 14.1 per centof GDP during the period 1974-
75 to 1986-87, the rate of growth being 14.4 per cent, lts net
revenues (i.e., gross revenuss 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 per cent of GDP
in1974-75 to 2.9 per cent 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. Ofthis, grantstothe States increased from 1.4 parcent
of GDP to 2.4 per cent of GDP and other revenue axpenditures of
the Central Government increased from 6.4 per centto 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 Theown revenues of the States increased from 5.1 per
centof GDP in 1974-7510 only 7 per centin 1986-87, but their total
revenue recaipis including davolution of taxes and grants from the
Centreincreased from 8.2 parcentto 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 incraased from 7.7 per cent of GDP to 12.3 per cent,
i.6., by 4.6 percentage points during the period. This may be
compared with the increase of 5.1 percentage points in the own
expanditures 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.

The growth in revenue expanditures of the Centre has
been much faster mainly because of the rise in its own
axpenditure and partly also because of the rise in the
proportion of grants.

(b}

{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 ravenues, Nevertheless, when supplemented
by Gentral transfers, States' ravanue receipts graw fairly

fast.

(d) States' revenue expenditure increased faster than
revenues, although not as fast as Centre's own
expenditure.

B3.6 Since non-Plan revenus expenditure accaunts 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-
P!an revenue expenditure of the Centre and the States increased
almost steadily from 13.3 per cant of GDP in 1974-7510 19.5 per
cent in 1986-87. At the Central lavel, until 1985-88, the groater
part of the rise in the non-Plan revenue expenditure was
accounted for by increases in interest payments and subsidies.
However, since 1986-67, there has also been a substantial
increase in defence expanditure 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
7.3percentin 1974-751010.1 percentin 1986-87; morethan haff
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 Centrallavel
may be attributed to the successive development Plans (which
leéve behind increased commitments), borrowing for meating
revenue axpenditure and also capital expenditure not generating
adequate returns.

B3.7 The combined revenue deficit of the Central and State
Governments is estimated 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 cenl of GDP. Although the
total net revenue deficit of the States inthat 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 revenus raceipts 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 Anothercausefor 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. 1,892,797 crore at the end of
1986-87 amountingto 65.7 percent of GDP. It is estimated o have
reached Rs. 2,63,758 crore by March 31, 1989, Until the ravenue
deficit emerged, public borrowing {including borrowing from the
Reserve Bank of India) was resorted to for financing public
invastment in physical assets or for granting loans to enterprises
in the public and the private sectors. With a farge 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 itself it the
invastment in public enterprises as well as infinancial assets had
earned 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-
g87. Of these, 100 units were making losses amounting to Rs.
1,708 crore; 109 units were making after-tax profit of Rs. 3,478
crore of which Rs. 2,142 crore came from the petroleum sector,
Hence, the profit aftertax of enterprises in other than the
petroleum sector amounted only to Rs. 1,336 crore. All in all, the
rate of return on the capital of Rs. 51,931 crore amounted to € per
cent before tax and 3.4 per cent after tax. Of course, if the
petroleum sector is excluded, therate of return would ba negative.
Butthe government hasto continueto service the debt incurred for
alarge part of this huge investment. At the lavel of the States, the
mostimportant public enterprises are the State Elactricity Boards
and the State Road Transport Corporations. Tha total capital
employed (net fixed assets} in State Eloctricity Boards amounted
to Rs. 13,534 crore in 1985-86 and together they incurred a
commetcial loss of Rs. 1,520 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.
Ancther cause is the creation of public debt for financing revenue
expenditure which by its very nature cannot yield any direct
return.

B3.¢ 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 interestburden
3.1 per cent. The total fiscal deficit (the total bomowing
requirements} of the Central Government has become large
amounting to nearly 9.4 per cent of GDP. This in itself is not
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conducive to the maintenance of monetary stability. Besides, the
consequant rise in interest burden tends to enhance the revenue
deficit further.

B3.10 Thelow levelofincome and the fairly moderate rate of
economic growth that we have been able to achieve togethar
consirain the extent of resources that can be raised by the
governments. But the resources which the governmenis need for
providing essential’ public services and for performing other
functions expected of them are large and rising. The problem of
scarcity of resources, however, cannot be solved through
increasing revenua deficits, which is tantamolnt 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 conditions for the restoration of
health to the financial system. Tharafore, in our considered view,
one of the major objectives.of financial policy in the medium term
should be the elimination of the revenuas 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. t is seen that over the years the share of total taxes
accruing to the States has increased with some fiuctuations.
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 devoiution of taxes, Pian and non-Plan grants from
the Centre are alsoincluded inthe States'share). Wenotethat the
share of revenues accruing to tha States has increased from 54.3
percentin 1974-75t0 61.6 per centin 1986-87. In other words, as
of now, as much as 62 per cent 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 par cent of total
revenues.

B3.12 The dependence of the States on devolution and
grants has gradually increased. While their own revenuas have
declined from €1.9 per cent of their total revenuesin 1974-75to
57.2 per cent in 1986-87, their dependence on current transfers
from the Centrs has correspondingly increased from 38.1 per cent
1o 42.8 per cent (Tabie B.3.4). In this connection, it 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,
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TABLE B.3.1

Revenhue Recelpts And Revenue Expenditures Of Central And State Governments As A Percentage Of GDP

(Percent)
Fleve&ue Recsipts F!evege Expenditure [Fl)evanue Revenue Receipts  Revenue FDi:venue Combined Revenue
Centre : Centre : eficit Of Statos : Ex ficit - :

Gross  Net  Including Exduding  Of e om we . Of Recelpis  Expand-  Defit

Year Transfers Transfers  Centre of States
ToStates ToStates States

1974-75 10.52 885 7.80 6.36 1.04 8.20 507 7.65 0.58 15.09 13.42 1.59
1975-76 1213 10.10 8.98 7.35 1.13 949 583 8.28 1.2% 17.38 15.04 234
1976-77 12.14 10.15 9.80 7.93 0.35 10.19 635 8.90 1.29 17.97 16,33 1.64
1977-78 11.86 998 9.54 7.55 0.45 a.79 592 8.72 1.06 17.11 15.60 1.51
1878-79 12.44 10.56 10.28 7.82 0.28 1057 6.23 9.47 1.09 18.02 16.65 1.37
1878-80 1265 9.67 10.28 8.36 061 11.42 6.52 10.07 1.35 18.55 17.80 0.75
1980-81 1198 9.18 9.76 773 057 11.07 6.25 1041 0.66 17.55 17.46 0.09
1681-82 12.18 950 868 7.90 018 1098 653 10,16 082 18.12 17.48 064
188243 1247 ° 9.86 10.56 8.55 071 11.40 6.77 10.90 0.50 18.63 18.84 0.21
1983-84 1208 8.54 10.70 862 -1.16 11.08 6.58 10.98 0.1 17.88 18.94 -1.05
1984-85 1272 10.22 11.73 9.54 -1.52 11.37 664 11.76 -0.39 18,63 2053 -1.91
1985-85 13.54 10.68 12.80 10.31 -212 12.15 6.89 1185 0.21 19.43 21.34 -1.91
1986-87 14,12 11.23 13.88 11.48 -265 12.26 70 12.26 0.01% i19.92 22.56 -2.64
Note : 1. States inciude Union Territories. 2. Now serles of GDP estimates used.
Sourcs : Indian Econormnic Statistics - Public Finance, Minisry of Finance, Government of india,
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TABLE B.3.2
The Share Of States In The Total Tax Revenues Of The Centre And States
{Rs.Croras)
Taxes Devo- Taxes  Total  Taxes _ () (2 ) {a) (s) (6)
Levied lution Accruing Taxes  Accruing To -
Year ByThe Of To States femm States As 1973-74 220837 117476 338313 726038 4660
States  Taxes Srase) Per Cont Of 1974-75 200131 122850 412981 922306  44.78
1975-76 357294 159912 517206 1118173 4625
(1) 2) (3) L)) (5 (5) 1976-77 406079 167983 574062 1233196 4655
1961-62 48944 17892 65836 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 4479
196364 69070 25824 94894 232446 4082 1979-80 570943 340779 911772 1768308 5156
1964-65 77811 25874 103595 259880 39.86 1980-81 666417 378903 1045320 1984375 5268
1965-66 86092 27600 113592 202159 28,91 198182 829491 425820 1255311 2414241 5200
1966-67 95468 37273 132741 326119 40,70 1982-83 954500 483262 1417852 2724157 5205
1967-68 110264 41159 151443 345524 43.83 1983-84 1080342 500718 15810680 3152545 50.15
1968-69 121141 48398 169539 370119 4581 1984-85 1234283 585343 1819626 3581342 5081
1969-70 137654 62535 200229 420001 47867 1985-86 1459652 725074 2785626 4326671 50.52
1970-71 154562 75562 230124 475241 4742 1986-87 1670075 B35674 2506049 4953922 50.58
1971-72 107275 94210 264485 857518 47.44 1987-88 (RE) 1896126 945603 2842729 5694962 4992
1972-73 193085 106140 290226 §44065 46 46 1988-89 (BE) 2154834 1047815 3202646 6414681 49.93
Sourca:  /ndian Economic Statistics - Public Finance, Ministry of Finance, Govermnment of india.
TABLE B.3.3 TABLE B.34
BEVBI’IUE Accruals Of The Union Government And Composition Of State Revenues
The State Governments
(As. Crores) (Percent)
Revenue Revenue Revenue PerCent PerCent States’ Devolution States Grants- Total States’
Year Receipts  Accruals Accruals  Revenue Revenue Year OwnTax OfTaxes Non- In-Aid Revenue Own
Of Centre  OfStates OfCentre Accruals Accruals Revenue Revenue Tax Aevenue
And States To State ToCentre
1974-75 11048 6004 5044 5434 4566 1974-75 4832 2047 1357 1764 10000 61.89
1975.76 13687 7475 6212 54.61 4539 1975-76 4780 21.39 1362 1719 10000 61.42
1976-77 15258 8652 6606 56.70 43.30 1976-77 46,94 19.42 1533 1832 10000 6226
1977-78 16435 9401 TOM 57.20 4280 1977-78 4657 19.21 1392 2029 9999 6049
1978-79 18775 11008 7767 58.63 41.37 1978-79 4545 17.74 1348 2333 10000 5893
1979-80 2121t 13060 8151 61.57 38.43 1979-80 4371 2609 1335 1685 10000 5705
1980-81 23835 15036 8799 63.08 35,92 1980-81 44 32 25.20 1215 1833 10000 5847
1981.82 28881 17504 11377 60.61 3039 1981-82 47.39 24,32 1206 1622 9999 5945
1982-83 33086 20243 . 12843 61.18 38.82 1982-83 47.16 2289 1225 17.70 10000 5941
1983-84 36959 22908 14051 61.98 38.02 1983-84 4716 21.86 1225 1874 10000 5941
1984-85 42933 26220 16713 61.07 3893 1984-85 47.07 2232 1133 19.27 9999 5840
1985-86 51011 31906 19105 6255 37.45 1985-86 45,75 2275 1085 2054 9999 56.70
1986-87 .58-434 35981 22453 61,58 38 42 1986-87 46.42 23.23 10.78 1957 10000 57.20
1987-88 {RE) 67349 41383 25066 61.45 38.55 1987-88 (RE) 4582 2287 10.58 2072 9999 5640
1988-89 (BE) 74781 45549 29232 60.91 3009 1988-89 (BE) 47.31 23.00 1050 1919 100,00 57.80
Nots : States indude Urion Territories. Source: Indian Economic Statislics - Public Finance, Ministry of Finance,
Government of India,
Source: Indian Economic Slalisics - Public Finance, 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 10 enable every State to provide ‘reasonable’
standards of public services. This requires that those States with
jower taxable capacities and those with additional cost disabilities
should be assisted to overcome thesa 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.

B42 Measurement of relative taxable capacity and effort
has thus acquired a pivotal significance, but presents a ditficult
task. The Fifth Finance Commission was the first to take account
ofthe tax effortof the States. Howaver, 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 waight 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.

B4.3 Weaknesses of the 1ax-SDP ratio as a measurs of tax
effort are well-known. To recapitulate, first, this measure assumes
that the taxable capacity of a State depends on only ona factor,
SDP. The tax bases of the States are diverse and although all
taxes are ultimately paid out of incomes or wealth, SDP 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
fincome) may also determine the States' relative taxable
capacity.

B4.4 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
imroduced to impan progressivity in the States' chmmmdity tax
structure. As the proportion of tax-exempt and-lshiently taxed
items is likely to be larger in the total consumption tincome) of
poorer States, the tax-SDP ratio as a measure of tax effort could
impart a bias against them. Thus, this measure of tax sffort doas
not adequately take into account the differences in per capita
income among the States. Therefore, attempts have been made
o develop more satisfactory approaches to measure relative
taxable capacity.

Estimating Taxable Capacity —
Alternative Approaches

B4.5 Broadly, there are two approaches to measuring
telative tax capacity and offort : (i) the Aggregate Regression
(AR) approach and (ii} the Representative Tax System (RTS)
approach.

B4.6 Inthe AR approach, tax revenuse, either per capitaor as
a ratio of SDP, is regressed on capacity indicators such as par
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 loglinear model. The
regression coefficients indicate the “average' effective rates of
tax. By substituting the actual values of the independentvariables
in the estimated equation, taxable capacity is estimated®,

B4.7 Inthe RTSapproach, first,the basesforeach tax|evied
by the States are quantified and then, by applying the ail-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 capacity is derived. By adding
up the taxable capacity of individual taxes, the aggregate taxable
capacity of a State is estimated®,

B4.8 There are merits andflaws 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 withthe 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
ragression apptroach. 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-dependaence of the tax bases. The
major weaknass 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.

B4.8 On the other hand, the RTS approach has the merit of
relating tax revenue 1o the individual tax bases or their proxies
and, therefora, the logic of the method is more transparent.
However, this method faces certain other problems, primarily the
non-availability 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 lavy {first-point, last-point), the number
of taxable points {single-point, double-point and multi-point} and
the nominal rates of tax. In tact, the number of nominal tax rates
levied ranges from sixin the case of Orissa to as many as nineteen
in the casas of Bihar and Gujarat. In such a situation, obtaining
data onthetax bases as also the tax yield from each of thetax rate
categories becomes vinually impossible. 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, if allthefood articles aretakenasone
category of Sales Tax base then, given that the nominal 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 consum plion of the former in a poorer State would ba
higher, using a uniform average tax rate for all the food articles
might work against these States.

B4.10 Considering the problems associated with the two
approaches, in our first report, we adopted the Aggregate
Regression approach for the major States, with ona modification.
This involved the pooling of cross-section observations over the
periodfrom 1980-81 to 1984-85 in acovariance model. The object
was to improve the efficisncy of the estimates by endogenising tax
effort rather than taking it as a part of the random arror term. In
order to imparl homogeneity in the assessment and to reduce



inequity, the States were grouped into high incomse, middle
income and low income categories. Per capita tax revenues were
regressed on per capita SDP, proportion of non-primary sectoral
SDP and the Llorenz ratic 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 Forthe 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 becauss 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 Woe entrusted the National Institue 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 camry out
preliminary exercises in order to enable us to identify the more
suitable methodology given data availabilty and other
considerations. In their exploratory exercise, the NIPFP found
that they could not apply the simpie RTS methodology mainly due
to data limitations. 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
astimates were presented at a meeting of experts convened by
us. They expressed the view that, considering the complexities in
the States’ tax systems and the non-availability of reliable
disaggregated data on tax bases ortheir proxies, 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 regrassions for the major taxes. 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 forthe first
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 groupad on the basis of their
tevel of development as the variables representing paer capita
SDP in the equation may not adequately capture the
heterogeneity among the States,

B4.13 We have sought to improve upon the mode) 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 expendijtures instead of the Lorenz ratio. However,
there were no significant differences in the results of taxable
capacity detived 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
intercapt dummies for the States. However, the data on the New
Series (1981) of SDP 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 1o re-
estimate relative taxable capacities of tha States from each of the
major taxes and summed them up to arrive al 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), (i} 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 wera not amenable
to proper statistical analysis, we preferred to make projections on
the basis of the actuals. K is necessary to mention in this
connaction thatthe revenue from cess on mines and minerals has
been excluded from agriculiural taxes wherever it is shown under
the head and included alongwith royatty on mines for the sake of
uniformity. As the revenue from agricultural taxes is projected on
the basis of acluals, transferring the cess to the non-tax revenue
side does not affact the estimates of revenue capacity in the
States.

B4.15 Taxable capacity of the States for the remaining five
major 1axes has been estimated by employing the model using
pooled time-series and cross-saction observations. Although the
model is similar to the one employed in the first report, two
important differences may be noted. First, as already mentioned,
uniike the aggregate modet 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 itting functional form of the
equations for each 1ax. Further, in a disaggregated analysis we
can relate individual taxes to relevant bases or proxies. Thus,
essentially, the method is a modified Representative Tax System
approach wharein 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 "ixed effects”
mode| with a common siope but varying intercepts across the
States, the present modelis acompietely restricted one - with both
intercepts and slope parameters assumed to be common across
the States, However, we have aliowed the model to capture the
intar-temporal shifts through intercept time dummies. In other
words, in the model, we estimate the bahaviourial 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-specific effects.
Therefore, unlike inthe 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
boen estimated, substitution is done only for the capacity
variables and time dummies. In order to reduce heterogeneity in
the sample and to evolve equitable norms the States have besn
grouped into high income, middle income and low incoma
categories for the three major taxes, namely, the Sales Tax,
Stamp Duty and Registration Fees and Motor Vehicles and
Passengers and Goods Taxes. Inthe case of State Excise Duties,
data on the tax base proxies were available only for three years
and, therefore, to permit adequate degrees of freedom, the States
have baen classified 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.

Analysis Of The Results
() Sales Tax:

B4.16 The closest tax base proxy for the Sales Tax is the
State Domestic Product and its sectoral composition. Cther
variables such as proportion of urban population, electricity
consumption, road and railway length per thousand persons or
thousand sq. km. area and inter-State price ditferences could also
be important in determining the Sales Tax revenues in different
States. Howevar_the New_ Series [1981] data on SDP are
available only for the period 1980-81 10 1984-85 and, therefore—
we have confined cur analysis to this period.

B4.17 Fortha reasons mentionad 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 SDP and proportion of non-
primary sectoral SDP together explain about 98 per cent of
variations in the Sales Tax revenues among the States, with the
latter variable being significant at one per cent level in a log-linear
equation. In the case of middle income Stales, per capita Sales
Tax revanue is found to be significantly related to the road and
rajlway length perthousand sq. km. area and per capita electricity
consumption in a log-finear model. Both the variables are found to
be significant at one per cent level and the R-Bar-Squared of the
equation is 0.96. In the case of low income States, variation in
iotal Sales Tax revenue is explained by SDP, road and railway
jangth per thousand sq. km. area and per capita electricity
consumption. Allthe three variables are significant at one percent
leval and explain about 90 per cent of variations in the tax
revenusa.

(i) Stamp Dutles And Regisiration Fees:

B4.18 Although the value of property transactions,
particularly immovable proparty transactions, should be taken as
the tax basa, reliable information on the variable is not available.
We have, therefora, baen constrained to use proxies such as
SDP, its sectoral composition, and road and railway length per
thousand sq. km, area. Thae 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
voluma and value of immovable property transactions is expected
to ba higher. Road and railway length per thousand sq. km. area,
which denotas connactivity, 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 peried from
1980-81 to 1984-85. Herea 100, we have analysed the behaviour of
the tax separately in high income, middle income and low income
States.

B4.20 i 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 to be
significam. For tha high income States about 90 per cant of
variations in tax revenues is explained by the two variables
whereas for the middle income States, the R-Bar-Squared is
0.65. In the case of low income States, SDP is found to be the
significant factor bul we have also retained the proportion of non-
primary sectoral SDP and road and railway length per thousand
population in the equation. The R-Bar-Squared of the equation is
0.97. :

(ll}) Tax On Motor Vehicles And Goods And Passengers:

B4.21 The ravenue from the tax essentially depends upon
the number and the types of motor vehicles registered in differen
States. Information on motor vehicles by types of vehicles
registered in the States is available only upto 1985-86. We have,
therefore, confined our analysis to the period from 1980-81 to
1985-86.

B4.22 Taking types of motor vehicles rather than their {otal
numbser as explanatory variables inthe equations does not lead to
any specific advantage in revenue forecasting and may even
result in multicollinearity. After various trials, the total number of
vehicles and the propartion of heavy vehicles to total vehicles
were folind to explain the variations in tax revenue significantly at
one per cent level and the equations for the two categories have
vary high explanatory power. In the case of low income States,
however, only the total numbar of vehicles was found to be
significant, perhaps, because the composition of types of vehicles
indifferent States within the groupis not very different. In the case
gfatélese States, the equation has an R-Bar Squared of over
(lv) State Excise Dutles:

B4.23 Gonsumgtion of different types of liquor has been
taken as the base of State Excise Duties. The NIPFP study has
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collected information on consumplion of country spirit, Indian
made foreign liquor (IMFL} and baer in the major States for the
years 1982-83 to 1984-85. We have, tharefore, confined our
analysis to these three years.

B4.24 Inthis connection, it is necessary to mention thatofthe
14 major States, Gujarat has bean 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 classified
the States into only two catagories, that is, States having above
and balow avaerage per capita SDP. Andhra Pradesh, Haryana,
Karnataka, Kerala, Maharashtra, Punjab and West Bengal fall
into tha first category. The second category consists of six States -
Bihar, Madhya Pradesh, Orissa, Rajasthan, TamilNadu and Uttar
Pradesh.

B4.25 The regression rasults presented in Table B.4.1 show
that tax revenue variations among more developed States are
explained by the consumption of country spirit and road and
railway length per thousand population. Both the variables are
significant at one per cent level and the R-Bar-Squared of the
aquation is 0.78. Inthe case of less developed States, however,
the two significant variables are consumption of country spirit and
SDP of the State, with the equation having an R-Bar-Squared of
0.89.

(v) Entertalnment Tax:

B4.26 Entertainment Tax mainly accrues from Cinema
although there are some recsipts from betting, horse racing and
such other recraational activities. Among the 14 major States,
Kerala has transferred the taxing power under this head to 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 out analysis to these three years.

B4.27 In the case of Enterfainment Tax, after considerable
experiment, we have preferred to make the analysis for all the 13
States without resorting to any grouping to avoid spurious resuits.
Our analysis shows that the tax revenue is significantly related to
sealing 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 fatio 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 Asmentioned earlier, taxable capacity is estimated by
substituting the values of the independent variables for the last

~ yearof observation and the coefficient of time dummy variable for

the same year®. 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.

B4.28 The taxable capacity estimates made for the initial
year is projected tothe base year 1989-90. Agriculturaltaxes 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 1ax revenue, we generated two alternative
projections by applying twa sets of growth rates, the first, ontha
basis of buoyancies of various taxes in high, middie 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
growlh 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.
Therefors, the application of normative growth computed with the
first method would have required these States to raise revenuas
even by a higher percentage than was indicated in the estimates
of the initial year. To be more realistic, therefore, we applied the



second method. According 1o this, the performance of the States
if-1989-90 shows an improvement over the initia! year f the rate of
growth of tax revenue during the period is fasterthan its own trend
rate of growth of the tax.

B4.30 h may berecalledthat, for ensuring comparability, the
cess on mines and minerals levied in the States under the Major
Head ‘Land Revenue' has been ireated as non-tax revenue.
Howaever, it is possible to argue that for the purpose of assessing
the tax performance, the cess should be considered as tax
revenue. In the case of agriculturai taxes, as we have not made
any normatlve estimates, but merely projectedthe revenua onthe
basis of actuafs, from the point of view of estimates of taxable
capacity, transferring cess on mines and minarals to the non-tax
revenue side does not matter. However, in assessing tax
performanca, it may be preferable to transfer tha cess to the tax
revanue side. As the cess on mines and minerals has been
projectad 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 performance of different States is shown
in Table B.4.2.

B4.31 it may be noted thatthe taxable capacity estimates for
Gujarat do not include any revenue from State Excise Duties other
than on medicinal and toilet preparations, due to the State's
prohibition policy. Atthe same time, the estimates for Tamil Nadu
include revenue from country liquor because prohibition was
introduced there only in 1987-88. The Commission, after
cansidering the issues involved, decided to take into account 30

Notes:

1. ;ogr;s }'eview of the two approaches, see Bahl [1971, 1972] and Akin

2 For studivs using regrossion approach in the Indian context, sec
Nambiar and Hac [1972] Reddy [1978], Prasad [1988] and
COommen [1987].

3 The wo imporiant studios measurfnﬁg taxable capacity using the
Reprasentative Tax Sgsrem approaci are : Thimmaiah {1979} and
Chelliah and Sinha [1982],

4. We have adjusted the constant tarm so that the total estimated
revenug equals the total observed revenue in respect of sach of the
laxes as is suggested in Intriligator [1980].

Referonces:

1. Advisory Commission on Intergovernmental Relations [1971],
Moasuning Fiscal Capacity and Effort of Stata and Local Areas,
Washington D.C.

2 Akin, John 5. [1973], “Fiscal Capacity and the Estimation Mathod of
Advisory Commission on Inter-governmental 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) astimates of taxable capacity from State Excise Duties,
we have added Rs.72 crore in the case of Gujarat (as the
estimates do not include ravenue 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
19689-90, 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
increase in tha price lavel of 5 per cent per annum, Keepingthese
in the background, we have assumed the tax revenues to grow
normatively at 11.5 per cent par annum. individual taxes are
projectad on the basis of their past behaviour and adjusted pro
rata to conform to the aggregate.

B4.33 #t has been pointed out that the observed
underiaxation in the States where it prevails is the resuit 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 lavals in 1989-90 and
reaching the normative levels in 1994-95. Under this plan, no
State 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. Bahl, Roy W. Jr. [1971], "A Regrassion Approach to Tax Effort and
Tax Ratio Analysis*, | M F Stalff Papers, Vol 18, No.3.

4. Bahl, Roy W. Jr. EQ?S], "A Representative Tax System Approach to
t’feasunzg Tax Effort in Developing Countries”. | MF Staff Papers,
ol 19, No. 1.

& Chelliah, R.J. and Sinha, Narain [1982], Measuremant of Tax Effort
of State Governments, 1973-76 NIPFP, New Deihi.

6. Gowvemment of India [1988], First Report of tha Ninth Finance
Commission, New Delhi.

7. Thimmaiah, G.[1978], "Ravenue Potential and Revenue Efforts of
Southern Statas”™, Oxford and [.B.H. Publishing Co., New Defhi,

8. Intriigator [1880), Econometric Modals, Technigues and

Applications, Prantice Hall, New Dethi.

9.  Nambiar, K.V. and Rao M.G. [1972], "Tax Parformance of States”,
Economic and Political Waekly, May,20.

Oommen, M.A. [1987], "Reiative Tax Effort of States®, Economic
and Political Weekly, March, 14.

10.
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Note: Income categories :

a) High lncome States : Gujarat, Haryana, Maharashtra, Punjab.

by Middle Income States . Andhra Pradesh, Karnataka, Kerala, Tamil
Nadu, West Bengal,

¢} Low Income States : Bihar, Madhya Pradesh, Orissa, Rajasthan, Untar
Pradesh.

TABLE B.4.1
Regression Resuits ) .
Dependent Variable Total Tax Revenue from from Sales Dependent Variable Total Tax Revenue from Stamps and
Tax ) Registration
income Category High Income States income Ca ) High income States
Number Of Observations 2 Degrees Of Freedom 13 Number Of Observations 20 Degrees Of Freedom 13
Regressor Coefficient Standard T-Ralic Regressor Coefficient Standard T-Ratio
Error Emor
1 State Domestic Product at 1 State Domestic Product at
Factor Cost 0.3769 0.2169 1.7378 Factor Cost 0.5633 0.0542 10.4008
2 Proportion of income originating 2 Road/railway length per 1000
from non-primary sector to tolal square kilometre area 0.3408 00756 45050
income o.nglnatmg 2.8775 07226 3.8279 Time period {1980-81) 15170 1.0605 -1.4305
Tima pariod (1980-81) 6.7832 33084 2.0503 Time period (1981-62) 13938 1.0733 -1.2986
Time period (1961-52) 69494  3.456 20772 Time period (1982-83) 14140  1.0806 -1.3085
Time partod (1982-83) 6.9281 33367 20763 Time period (1983-84) 1.4668 10567 -1.3448
Time period (1983-84) 6.9650  3.3601 20729 Time period (1984-85) 14720 1.0980 -13406
Time period {1984-85) 69340 33666 2.0595 y , -
R - Squared 0.9156 Residual Sum of Squares  0.1728
R - Squared 0.9852 Residual Sum of Squares  0.1755 R-Bar-Squared 08767 S.E. of Regression 0.11583
R-Bar-Squared 09784 S.E. of Regression 0.1162 - o
e Dependent Variable Total Tax Revenue from Stamps and
Dependent Variable Per Capita Tax Revenue from Sales Tax ) Registration
Income Cate Middle Income States Income Category Middle Income States
Number Of Observations 25 Degrees Of Freedom 18 Number Of Observations 25 Degrees Of Freedom 18
Regressor Coofficient Standard T-Ratic Regressor Coefficient Standard T-Ratio
Enor Emor
1 Roadirailway length per 1000 1 State Domestic Product at
square kilometre area 04472 00327 13.6831 Factor Cost 07701  0.1496 5.1487
2 Per capita energy sales o 2 Road/railway langth per 1000
ultimate consumers 0.4304 00572 7.5212 square Klometre area 04676  0.1120 4.1429
Time period (1981-62) 03564 03030 -1.1761 Time period (1981-82) -5.0122 25099 -19970
] Time period (1982-83) 49883 25270 -19740
Time period (1982-83 -0.2836 0.3038 -0.8335 .
o P . (1933 54) o 1600 Time period (1983-84) 50250 25535 -19679
@ poriod (1983-84) ' 0.3030 -0.508 Time period (1984-85) 49691 25722 19319
Time period (1984-85) 00772 0.3105 -0.2485 -
- R - Squared 0.7575 Residual Sum of Squares  0.4750
R - Squared 0.9698 Residual Sum of Squares 0.0634 R - Bar- Squared 06766 S.E. of Regression 0.1625
R -Bar-Squared 09597 S.E. of Regression 0.0594
Dependent Variabie Total Tax Revenue from Sales Tax Dependerit Variable  Total Tax Revenue from Slam_ps and
Income Category Low Income States Registration
Number Of Ghservations 25 Degrees Of Freedom 18 Income Category Low Income States
Number Of Observations 25 Degrees Of Froedom 17
Regressor Coefficient Standard T-Rati : B— —
g n Eror ato Regressor Coefficient Standard T-Ratio
Emor
1 State Domestic Product at 1 State Domestic Product at
FactorCost 0.7414 00684 10,8323 e Damestic Product a
. . L Factor Cost 1.4339 0.0871 16.4542
2 Proportion of income ofiginating . . S
from non-primary sector to total 2 Proportian of income originating
income originating 26072 05006 5.1163 from non-primary sector 1o total
. income originating 0.7756 0.6511  1.1913
Time peviod (1980-81) 19183 1.2380 1.5503 .
) 3 Road/railway length per 1000
Time period (1981-82) 19356  1.2270 15774 population 00702  0.0823 0.8529
Time period (1982-83) 18962  1.2214 15525 Time period (1980-81) -109550 156904 -£8928
Time period (1983-84) 1.9421 1.2429 1.5626 Time pariod (1981-82) -10.9979 15750 -6.9828
Time period (1984-85) 1.8708 1.2256 1.5265 Time period (1982-83} -10.9343 1.5678 -£9741
- Time period (1983-84) -11.0640 1.5960 69323
R - Squared 0.9678 Residual Sum of Squares  0.2383 Time period {1984-85) -11.1048 15728 70805
R-Bar-Squared 0.9571 S$.E. of Regression 0.1151 R - Squared 709805 Residual Sum of Squares  0.2814
_ 0.1309

R-Bar-Squared 0.9725 S.E.of Regression

Note: Income categories !

a) High income States ; Gujaral, Haryana, Maharashira, Punjab.

b) Middle Income States : Andhra Pradesh, Kamataka, Kerala, Tamil
Nadu, West Bengal.

¢} Low income States : Bihar, Madhya Pradesh, Orissa, Rajasthan, Uttar
Pradesh.-
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Dependent Variable Revenue from Motor Vehickes and Dependent Variable Total Revenue from State Excise Duties
| Cate High IPamse ertGoods Taxes Income Category High Income States
ncome Category igh Income States i Of Freedo 16
Nombor of Y vations g 2 Degrees Of Freedom 16 Number Of Observations 21 Degrees reedom
Cosfficient Standard T-Ratio
Regressor Coefficient Standard T-Ralio Regressor -l
Ermror
ti Country Spirit (PL 0.7172 0.1004 7.1403
1 Total registered motor vehicles 03877 00517 7.4921 Consumption of Gountry Spirit (PL)
2. Proportion of heavy vehicles Road/railway length per 1000
! lati 0.3 01173 3.2554
fo total vehicles 09000  0.1495 6.0220 :’p" am_"")d 198283 , 7;:3 6850 1 6557
Time period (1980-81) 56257  0.7305 7.7016 T'_’"e ‘*’",od (193334; sos 16806 16008
ime peri 2. : -1
Time period (1981-82) 55621 07315 7.6032 o pe'_od (193445 sse  1emst A1
Time period (1982-83) 59202 07397 80157 ime period ( ) ' : o
Time period (1983-84) 59925 07524 7.9643 R- Squared 08235 Residual Sum of Squares  0.9363
Time period (1984-85) 5.9945 0.7623 78634 R - Bar- Squared 0.7784 S.E.of Regression 0.2419
Time pericd (1985-868) 60493 07711 78450
R- Squared 08968 Residual Sum of Squares  0.5007
R-Bar-Squared 08516 8S.E. of Regression 0.1769
Dapendent Variabie Hevegt;es;r.?gg mﬂgﬁ:ﬂd Dependent Vanable Total Revenue from State Excise
Income Calegory Middle Income States Income Category Low Income SDt::gass
Number Of Obsarvations % Degroes Of Freedom z Number Of Observations 18 Degrees Of Freedom 13
Regressor Coefficient gﬂdard T-Ratio Regressor Coefficient Standard T-Ratic
Emor
1 Total registered moto i 1.5207 1705 9216 .
° re-gis motor vehicles 520 0 8 Consumption of Country Spirit {(PL)  0.8278 01169 7.0777
2 Proportion of heavy vehicles .
to total vehicles 0.6556 01830 3.0359 State Domestic Product at
Time period (1980-81) 06157 19735 48723 Factor Cost 08712  0.1759 49529
Time period (1881-82) -0.7024 1.9820 -4.8708 Time period (1982-83) -16.7964 22481 -74713
Time penod {19682-83) 9.7840 2010 -4.8653 Time period {1983-84) -16.9020 2.2749 -74209
Time period (1983-84) -9.7768  2.0262 -4.8252 Time period (1984-85) 168711 22871 -7.3765
Time period {1984-85) -9.8064 20473 -4.7898
Time peh'od (1985-86) -9.8303 20671 -4.7555 R - Squared 0.9170  Residual Sum of Squares 1.1138
R-Bar-Squared 08914 S.E.of Regression 0.2927
R - Squared 0.8458 Residual Sum of Squares 1.0313
R-Bar-Squared 07867 S.E. of Regression 0.2165 Note: income categories .
a) High income States : Andhra Pradesh, Haryana, Karnalaka, Kerala,
Maharashtra, Punjab, Wes! Bengal.
. . b) Low income States : Bihar, Madhya Pradesh, Crissa, Rajasthan, Tamil
Dependent Variable Revenue from Motor Vehicles and
Passenger Goods Taxes Nadu, Unar Pradesh.
Income Catagory Low Income States
Number Of Observations 30 Degrees Of Freedom 23
Regressor Coefficdent Stendard T-Ratio
Error
1 Total registered motor vehicles 0.9202 0.0725 12.7014 Dependent Variable " Total Tax Revenue from Entertainment
Time period {1980-81) 31471 0.8918 -2.5289 ’ cat Mator Statos T;xugg; Kora
. ncome Categoty jor excludin a
Time period (1981-82) -3.1286 09004 -3.4748 Number Of Observations l39 Degrees Of Freedom k<)
Time peried (1082-83) 30506 0909t -3.3557 . pa——
Time period (1983-84) 30728 00194 -3.3424 Regressor Coefficient  Standard T-Rato
Time period (1984-85) 30075 0.9262 -3.2471 State Domestic Product at
Time period (1985-85) -30592 09425 -2.24509 Factor Cost 0.0348  0.1497 6.2443
Saating capacity in cinema halls 02837 0.0857 33115
R- Squared 0.8917 Rasidual Sum of Squares 1.5534 Propartion of urban population to
R-Bar-Squared 08635 S.E.of Regression 0.2599 wial population 08174 01350 52728
Time period {1982-83) 114031 14053 -8.1141
Note: I . Time pericd {1983-84) 115149 14265 -8.0719
®: Income categories . .
.} High income Siates : Gujarat, wa’ Mafnrasmra. Pwu'ab Time perlod (1984-85) -11,5453 1.4378 -8.0298
b) Middle income States : Andhra Pravesh, Kamataks, Kerala, Tami
Nadu, West Bengal, R - Squared 09194 Residual Sum of Squares  2.3070
c) ';:'b Mm States ; Bihar, Madhya Pradesh, Crigsa, Rajasthan, Unar R-Bar-Squared 09071 S.E. of Regression 0.2644
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TABLE B.4.2
Taxable Capacities Of The 14 Major States From Different Taxes For 1989-90

(Rs. Lakh)
Sales State Mokor Stamps  Enter- Agriculture Other Normative Tax Per Cent Tax Per Cent
STATE Tax Exclse Vehicle AndRagi- tain- AndlLand Taxes Taxable Revenuve Tax Revenue Tax
Duty Tax stration %Tt Revenue Capacity (Trend)  Effort (BE) Effort

1 Andhra Pradash 126611 60887 16643 9343 6158 1744 7113 228499 245537 107.89 236193 103.37
2 Bihar 65108 8406 11120 7079 1570 1868 1572 96843 87653 90.51 93474 96.52
3 Gujorat 126835 8045 19264 8374 5858 2814 14908 186097 187653 100.84 164674 8B.49
4 Haryana 42430 25262 13809 6096 804 233 434 89157 85178 95.54 86967 97.54
5 Kamataka 105658 38606 21650 10197 5622 2143 3388 187564 182640 97.37 181045 96.52
8 Kerala 76958 15991 10891 9264 1 3865 313 117283- 121929 103.96 112936 96.29
7 Madhya Pradesh 70808 17606 18241 as72 3562 1553 1481 121821 118361 07.68 127520 10468
8 , Maharashtra 261532 58861 26131 14250 16997 3600 23333 404805 405917 100.27 377484 93.25
9 Orissa 30076 3943 4054 2469 888 943 0 42373 39952 94.29 43666 10305
10 Punjab 58173 36958 11869 9468 2006 351 926 120752 1137356 94.19 117436 97.25
11 Rajasthan 55530 12159 11693 4883 1510 2453 393 88625 1002393 113.17 96317 108.88
12 Tamil Nadu 181611 23289 21877 14672 7358 3815 8963 261584 243039 92.91 233802 89.38
13 Uttar Pradesh 127731 30010 24272 23799 6937 2048 13 215710 258225 118.32 216629 10043
14 West Bangal 112357 16300 17939 10511 7096 1829 6857 172089 154309 89.20 188112 114.52

14 Major States 1442417 356723 220452 138977 66457 30277 69800 2334103 2343421 10040 2286255 97.95

Nole @ 1. Thirly per cant of the presumad loss on account of the prohibition policy has been addod fo the taxable capadity estimates of Gujarat and
Tamif Nadu.

2. Revenue from “Agricuiture and Land Revenua™ and "Other Taxes* have been projected on the basis of actuals for the year 1986-87,

TABLE B.4.3
Projections Of Normative Tax Revenue Of The 14 Major States
(As. Lakh)
1900 01 Mm@ @ @ ®  ® o
1980-90 1900-91 1991-62 1992.03 1090.04 1004-05 o -
1994-85 | B Maharashira 44268 52529 62221 73569 B6B30 102291 377440
9 Oricea A978 3063 4580 5279  GOBR  6@B4 26754
(1) (2) {9 {4) 5) (8) 4! 10 Punjab 36193 40680 45719 51368 57617 63817 259168
- 11 Rajasthan 16911 17825 18743 19668 20574 21216 98027
?‘:?d'r“': Category : Sales Tax i2 TamilNadu 25878 28344 31244 34300 37725 40008 172102
13 Uttar
Pradesh 135084 149191 164588 181378 100502 219278 914036 Pradesh  B5006 64037 61340 58080 56470 52068 293805
2 Bihar 86323 74418 83024 Q3055 103472 113297 487566 | 14 wemBengal 0701 12243 15283 19040 23605 28257 98427
3 Guiarat 138709 154054 170771 188754 207312 220715 941606
4 Hayana 42155 47112 62630  SB760 65622 73205 207383 | 14 Maior
§ Mamatmka 10655t 118920 132612 147765 164530 183074 746002 States 375137 414572 456154 506317 559543 618364 2550903
& Keraka 81997 90628 100075 110303 121641 133878 556612
7 Madhya —_—
Mot :  Th et of the rmed loss on account of the prohibition policy has beeniakan
Pradesh 67064 78635 87246 98079 111688 122835 407384 w?umhm,u;': ;M”“;,w o,"au]mfw Tami Nogts
8 Mahara- ’
shtm 272655 302676 336072 372120 411286 453734 1676188 | Roygnue Catagory : Motor Vehicles And Passenger Goods
8 Orissa 27489 31842 36320 41320 46890 52358 208738 Taxes
10 Punjab 57730 64045 73041 B2120 92183 102175 414486 | 4 Andhra
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APPENDIX 5

ESTIMATION OF NON-PLAN REVENUE EXPENDITURE
NEEDS OF THE STATE

B5.1 An important step in the oparationalisation of the
normative approach is the estimation of non-Plan revenue
expenditure needs of the States. K basically involves the
quantification of units of public services provided and the cost per
unit of provision. The characteristics of non-excludability and
non-marketability of public goods, however, make it difficult to
assess the demand for and the supply of those goods and pose
serious problems of quantification. 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 outlines the approach and the mathodology
adopted by the Commission to estimate the expenditure needs of
the States for the years 1990-91 to 1994-95.

B5.2 Estimatign 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 :Yhe principles of estimating non-Plan and Plan
expenditurés have to be different and, therefore, it is necessaryto

treat them separately in thHe 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
expenditure 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 tha basis of the justifiable
costs of providing the average standards of these services.
Expenditure 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 classified into three categories :

{i) Thoseregularand recurring items revanue expenditures
on which form a substantial propertion of total
expenditure. In their case, interdependence batween
capital and revenue expenditure is weak. The standards
of services provided can be approximated by analysing
their past revenue expenditure and the cost funclions
generated.

(i) 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
(engineerting) norms, Similarly, interest payments
depend upon the outstanding barrowings of the States
and the effactive rate of interest applicable thereon.
(iiy Those items of expenditure which cannot be assessed
on the basis of statistical analysis or engineering norms,
buthaveto be reckoned on actual basis oronthe basis of
broad judgement. Expenditures on elections, on
pensions and ratirement benefits, on schaduled castas
and tribes on relief and rehabilitation of displaced
parsons and on relief on account of natural calamitiesfall
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 expanditure needs under thess items ara given in
Chapter lll of the repon. Estimation procedures of the cost
functions for the first category are detailed beliow.

Conceptual Issues
B5.7 The basic identity involved is °
E-- O- X Cv (i

where, E; reprasentsthe expanditure incurred, ; the units of
services prowded and C, the cost per unit of providing the
services in the ith State.

The unit cost of providing the services is determined by factors
within tha control of the State Government, C 5, and those beyond
their control, Co;. The identity can, therefore, be restated as .

The normatlve expendature E;, for a State i on general services
has been defined as :

Ei= Qx (Ci+ Gy
and for social and economic services, as .
~ E=Qx(Cy+Gy) (iv)
where, Q equals vectors of all-States average standard of the

service, and G, equals the vector of all-5Stales average cost
variable within the control of the States.

{iii)

However, as mentioned earlier, the measurement of quantity of
public services has to ba throughthe redkoning of inputs required
for their provision. Similarly, the several cost factors have to be
represented by various proxies. Gonsequently, the identity {iv} is
transformed into a stochastic relation :

where, Q,, C ;and C represant respectively, vectors of proxies
of quantlfy, cost varlables within and beyond the control of State
Governments and those outside their control.

B5.8 The State Governments provide a wide range afpublic
services, with differing economies of scale. Therefre |
specificatson of the gquantily 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 the average values of the
costfactors within the States’ control (C,4), and the actualvalues
of other variables, "the expenditure naad" or narmative
axpenditure for providing the existing standards of services at
justifiable costs can_ba reckoned. If the average values of the
quantity variables (Q) 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 categoeries in the
United States of America,

B5.10 Hofiman (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
aducation per pupil on vatious ‘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' levals and cost
tactors attheir actual values in the estimated regrassion equation.
Autan (1873), on the other hand, estim ates expenditure needs by
regressing per capita local expenditures on ‘ability' and 'need’
factors. By substituting the averaga values of ability variablas 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

Massachuselts. The cost index is then used to estimate
axpanditure nesds.
B5.11 In India, however, serious attempts to measure

axpenditure neads have not been made so far. The Sixth Finance
Commission, which gave substantial grants for aqualising 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
isthatitignores non-linearitias in the production function for public
sefvices and State-specilic cost disabilities.

B5.12 At the operational level, the method of measuring
aggregate localgovernment expenditure needs based on a cross-
section regrassion analysis of past iocal governmant expenditure
was employedto allocate grants in England and Wales asfar back
as 1974 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 cbviously take into aceount all
the true 'need factors, in an adequate manner. Further, as
menticned earlier, some typas of expenditure are determined by
the stock of physical assets or financial liabilities while others
axhibit random behaviour. To stipulate their determinants in a
regression equation would not be appropriate. Therefore, the
possibility of explaining the need to spendona 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 it. '

B5.13  For estimating the cost functions, the States are
divided into two categories : the 14 major States and the Special
Category States. in view of the heterogensity of conditions in the
latter, the equatians estimated for them have not been used to
compute their expenditure needs. The measurement of
expenditure needs on the basis of estimated castfunctions 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.
Although the parameters estimated appeared to be stable over
time for almost all tems of expenditure, the degrees of freedom
associated with each functicn were found inadequate. Therefore,
the cross-section observations from 1981-82 to 1986-87 were
pooled in a covariance model and the parameters were éstimated
by specifying the time effect as wall as the State-specific effect
through dummy variables. As the data on population andor its
composition used in this model, as proxies representing quantity
of public services, were available only for the Census years, they
were projacted for the other years on the basis of the past trands.
Howaever, the use of extrapolated values inthe pooled regression
aquations 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
expanditures and the relevant explanatory variables for the years
1981-82 1o 1983-84 and 1984-85 to 1986-87 were taken
separately and the two sets of observations were pooled for
estimating the paramaters. This approach, besides eliminating
yearto-year random fluctuations, has the advantage of
Increasing the number of abservations and thereby the degrees of
freedom. The regression coefficients thus derived represent tha
average behavioural responses of expenditures to different
quanlity and cost variables and indicate the quantitative
relationships at average productivity levels.

B5.15 One of the important requirements of estimating
axpenditure 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 experiance has been
extremely disappointing.in spite of repeated reminders, even data
on items such as the number of employaes in major departments
and expenditure on wages and salaries under major heads of
expenditure were not made available by some of the Staes.
Therefore, we our selvels had to build up acomparable 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 tha
information received from the State Governments.

R5.16 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 transters frem various funds are taken
into account whereas transfers made to various funds are not
included. Eslimates of total population, its rural-urban
compoasition 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 employses in the States have been
computad 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 Waorkers, the
index of consumer price diffarances 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, medicai
personnel, pattern of land utilisation, veterinary centres and cattie
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 satary of an
employee. Appendix 6 details the various adjustments made in
the data used to estimate the cost functions.

B5.17 The specification of the refationship for each category
of expanditure has been tested using both per capita (in the case
of education expenditures per child aiso) and total expenditures of
the States as the dependent variables. The roie of many of the
elements of quantity and cost which might aftect expenditures
was evaluated in the linear and log-linear functional forms. The
equations have been selected on the basis of conformity to a
priorireasoning and statistical properties such as the explanatory
power of the regressors. Variables with low T-ratios, but
conforming to a prior reasoning, have been retained to avoid the
mere serious bias that could arise as a result of the exclusion of a
variable whose significance has not been picked up adequately
dus 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 mora crucial than others. One of the
basic assumptions, although not very crucial for prediction, is that



no linear dependence exists between the explanatory variables.
Far estimating the cost functions offsetting the prasaence of
muliicolinearity required the judicious use by us of various
correlation coefficients, both zero order and partial.

B5.18 Cne ofthe main purposes of estimating arelation such
as the cost function is to enable us to make predictions of the
expecied value of the dependent variable associated with some
set of values of the indepandent variabies not observed in the
sample. In some studies, espacially those based on cross-section
data, the assumption of constant variance of the error term is
unrealistic. The possibility of testing the assumption of
hemoscedasticity, however, depends onthe nature of the sampla
data available. Further, there is scant empirical evidence on the
likely type of heteroscadasticity 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 peints in F-distributions indicated that the
assumption of homoscedasticity in the cost functions is not
unrealistic.

Analysis Of The Results

General Services

B5.20 The general services for which expenditures have
been normatively detarmined on the basis of the regression
analysis consist of {i) Organs of State, (i) Administrative Services,
{iiiy Administration of Justice, (iv) Fiscal Services, (v) Police, (vi)
Jails, (vii) Fire Protection and Contral, and (vii} Other
Administrative Services. The results for these categorias of
expenditures are presented in Table B.5.1

{i)  Organs Of Stata
B5.21 Under Organs of State, the major heads of
expenditure included are :

211, State Legislature
212. Gavernor
213, Council of Ministers

(Numbers abovereferto the budgetary classification existing prior
to the change made in 1987-88)

B5.22 After experimenting with ditferent variables, the
number of standard employess per thousand population, the
proportion of urban population and price ditferences among the
States have been included as explanatory variables in the
equation. Tha regressor "number of standard employees”is taken
to reprasent the quantity factar and the proportion of urban
population and price differences are taken to represent cost
factors beyond the States’ control. The cost of providing services
inrural areas as against urban areas is expected to be higher and,
therefore, the expected sign of the coeflicient of the variable is
negative. The expected sign of the casfficient of prices is positive.
The log-linear function is found to have the best fit, axplaining
about 60 per cent of the variation (adjusted for degrees of
freadom) in the per capita expenditure differences among the
States. As the quantity variable is specified interms of the nimbaer
of standard employees, salary differences among the States are
automatically taken into account in the equation.

(it  Administrative Services
B5.23 Administrative Sarvices consist of expenditure on ;

251. Public Service Commission

252. Secretariat - General Services

253. District Administration

254, Treasury and Accounts and Administration

Otthe various quantity and cost variables experimented with, only
the number of standard employees per thousand population and
the price differences 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. As in
the earliercase, the number of standard employees is taken as the
quantily variable,

(i} Administration of Justice
B5.24 In the case of Administration of Justice {major head

I
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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 1o represent the quantity of the services provided,
Price differeances among the States, the proportion of urban
poputation and the proportion of hill/desar population, on the
other hand, are taken to represent cost disabilities. The equation
has an expianatory power of 87 per cent, and faur 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 an
fiscal services in a log-linear form is found to have the best fit.
Hers, the gquantity variable is the tax revenue collected. The
higher the papulation density the greater is the ease and hence
the lower the cost of tax collections. Similarly, with ahigher degree
of urbanisation, the cost of collection is fikely to be lower.
Therefore, population density and the degree of urbanisationin a
State have been taken 1o 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
refated in a log-linear function to {(a) the number of police
constables (below Sl rank) per thousand population, {b) the
number of cognisable offences per thousand population, (¢} the
differances in the average salaries of constables across the
States, and {d)the proportion of urban population . The cosfficient
of the variable (d) has a positive sign, indicating some correlation
between the proportion of urban population and the ctime rate.
The equation explains about 82 per cent of the variations in the
dependant variable.

fvi} Jails

B5.27 Inthe case of expenditures on Jails (major head 256),
the equation regresses total expenditure on jails an 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 densaly populated States.

(vii) Fire Protection and Contro!

B5.28 Percapita expenditure an Fire Protection and Control
{major head 260) is related in a linear squation to the number of
slandard employees for fire protection per thousand population,
the density of urban population and the price differances among
the States. The regression analysis is canfined to the eleven
States among the fourteen major States which reported
expenditure under the head. While the variable "number of
standard employeas™ is taken to represent the quantity of the
public services, density of urban population and price differences
are taken 10 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 Servicas - Other Expenditure

The per capita expenditure on Cther Administrative Services is
regressed on the number of standard employees per thousand
population, the price differances and the proportion of hill/desart
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 difierences and the proportion of hill/desert



population denote cost disabilities. t may also be noted that
tactors such as density of population and proportion of urban
population are not found to be significant and, therefore, are not
included in the agquation,

i.  Soclal Services

B5.30 Expenditure on social services has been assessed on
the basis of cost functions fitted for expenditures on education,
madical care, family welfare and public health and sanitation
{excluding water supply). Education (major head 277) has been
disaggregated into primary education, secondary aducation and
higher education and dealt with separately in the statistical
exarcises. Other incidental expenditures relating to education like
art and culture and scisntific services and research aretaken as a
constant proportion of the normative sexpenditures on
education.

(i) Primary Education

B5.31 In the case of Primary Education, expenditure per
child in the age-group 6 to 10 has bean taken as the dependent
variable. This has been regressed in a log-linear model on the
proportion of enrolment in primary stages to the populationin the
age-group 610 10, the studeni-teacher ratio in primary stages, the
price diffarences across the States and differences inthe 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 10 and the
proportion of hill/desert population in the States have been tried,
they ware not included as their inclusion adversely affected the
efficiency of parameters. The selected equation has an
explanatory power of about 76 per cent anc all the regression
coefficients have the expected signs.

(i)  Secondary Education

B5.32 Expenditure on Secondary Education per person in
the age-group 11 to 18 has been taken as the dependent variable,
The enrolment in secondary stages as a proportion of children in
the age-group 11 to 18 is taken as the quantily variable. The
proportion of private unaided secondary schools 1o total number
of schools has also been taken, as an additional quantity variabla
in the equation, but the cosfficient 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 tit. The coefficients of all the five variables inciuded 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.

(i} Higher Education

B5.33 Under this head, expenditures on university,
technical and special education have been included. Per capila
expenditure on higher education has been regressed on the
proportion of enrolment in higher stages of education to total
population, student-teacher ratio, diffarences in price levels
among the States, population density and the proportion of
enroclment in private colleges to total enrolment. All the variables
exceptthe 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 Welfare
282. Public Health and Sanilation 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
facilities in urban areas, the differences in the average salaries of
staff nurses, population density and the proportion of populationin
hil/desert areas of the States. The coefficients of allthe variables
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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 Governmaents.
Population density and the proportion of hill/desert population are
taken 1o be the cost disability factors. The equation has an
explanatory power of 0.86.

fil. Economic Services

B5.35 The expenditure on economic services considered for
statistical analysis includes expenditure on (i) Agriculiure and
Allied Activities, (ii) Animal Husbandry, and (iii) Industries and
Minerais. As mentioned earlier, expenditures under major heads
like minor irrigation, water and power developmeant, multipurpose
river projects, irrigation, drainage and tiood control projects,
powaer 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
eaconamic services as a whole in all the States taken together.

(i)  Agriculture and Allied Activities

B5.36 Under this head, the major heads of expendiiure
included are:

298. Cooperation.

305. Agriculture.

307. Soil and Water Conservation.

308. Area Development.

309. Food.

312. Fisherias

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 undercommercial 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 caent laval.

(i} Animal Hushandry

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 veterinary surgeons in differing
States, the proportion of urban population and the number of
velerinary centres per thousand cattle. While the first two
variables are significant at the one per cent level, the number of
velerinary centres perthousand cattle is significant only atten per
cent level. The coefficient of the proportion of urban population,
though not significant, has the expected sign. These tactors
explain over 69 per cent of the variation in the expenditure.

{iii} Industries And Minerals

B5.38 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 rupses 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 ane 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 naeds of the States, in the
first instance, the normative estimates of expenditure forthe year



1986-87 were worked out on the basis of the expenditure
determinants equations discussed above. As mentioned earlier,
the normative axpenditures have been estimated by substituting
the actual,or the average valuas of the explanatory variables in
1986-87 in the equations.

B5.40 To reckon the justifiable cost of providing the average
standards of service in the case of general services, it is
necessary that the variables representing the quantities of public
serviceg 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 should be substituted 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 tha case
of "Polica Services”, the number of judges in the High Courts and
subordinate courts and the cases disposed of par 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 perthousand populationinthe
cases of "Fire Protection™ and "Cther Admninistrative Services",
have bean taken as quantity variables and are substituted at their
average values in the respeclive equations. Factors such as
salaries of police constables have baen taken as the cost factors
within the control of the State Governments. Inallcases whera the
number of standard employeas is taken in the equations, the
salary differances 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 tota! 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 servicas in rural
areas) are the cost factors which are beyond the control of the
State Governments and are substituted at their actual values.

B5.41 As mentioned earlier, normative expenditures on
social and sconomic services have 1o be estimated at the
justifiabie cost of providing the existing standards of services. For
these services, only the unit cost of provision is to be computed
normatively. Therefore, we have substituted 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 within the control of the State
Governments. In the case of educational services, for exampla,
the enrolment ratio, as well as various costfactors such as density
of population, the proportion of hill population and price lavel
ditferances 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 heatth, 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
centras are substituted at their average levels, The same
procedure has been adopted to estimale 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
highyielding varieties of cereals to gross cropped area, proportion
of area covered under commaercial crops and the cost disability
factors, if 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
expanditures 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 estimales 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 aclual expenditures. The diffarence
between tha norm and actual is within 10 per cent under most
expenditure categories. We have adjusted the total normative
expenditurae of all the States in each expenditure function to equal
the total actual expenditure. This amounts 1o adjusting the value
of the constant term in the equations, as suggestad in intriligator
[1980].

B5.43 Although we have triad to capture the effects of cost
disability 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 refiact the cost disabilities in the
provision of services in these far-flung hill areas; and most
probably for this 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 Wast
Bengal. Additional cost disabilities in these regions havae,
therefore, been worked out using the cost functions for various
services intheten Special Category States. This has beendona 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 ditferences so obtained,
however, include not only the cost disabilities of providing various
services inthe Himalayan hill region but also the differences in the
quantity of services provided. Besides, there are cerain
indivisible expenditures incurréd by a State such as on the
Governor and on the Council of Ministers and the hill regions
within that State can reap scale economias 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 normative expenditure under
each category analysed by us and comparas it with the actual. Ltis
seen thal by and large the normative expenditures of low income
States are higher than their actual lavels and, conversaly, far 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 sarvices, for example, the
coefficient of variation in expenditures falls substantially from
0.2148forthe actualsto 0,0868 for normalive expenditures. In the
case of social services, the decline is from 0.2907 to 0.2398 while
foreconomic services, itisfrom 0.3471t00.3315. (Table B.5.3). 1t
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. inthecase of
general services there is a move towards equalisation of
standards of services too.

B5.45 It may be mentioned hera that the axpanditure
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 tha 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 expenditures
under non-Plan and Plan heads. The non-Plan portion was then
adjusted pro raig to conform to our normative estimates on the
basis of the ditference between actual expenditure and normative
expenditure in aach of the major States in 1986-87.

Projection

B5.47 The expenditure needs estimataed for 1986-87 have o
be projected to the end of the period of our report. This has been
done in two stages. In the first, the normative expanditures have
been projected to the base year 1989-90 by applying the all-
States average historical growth rates adjusted partially for
periodic revision inthe salaries by lhe States. Tharefore, although
the historical growth rate of expenditura is 14.5 per cent, we have
appliad a growth rate of 13 par cent per annum to the normative
expenditures estimated for 1986-87 to arrive at the normative
axpenditures in 1989-90. To this, the provision for salary revision
computed separately as indicated above has been added.

B5.48 lt 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 totake into account
the levels of undarspending and overspending. As already
menticned, forthe States inthe aggragate ourapproach amounts
to taking actual expenditures of 1986-87", applying tha historical
growth rates (partially adjusted forirequenl revision of pay scales)
and superimposing the expenditure on account of pay parity with
the Centre. In effect, in 1989-90, the total expenditure thus
reckoned could even be higharthan actual, as in some cases, the
States are yet to ravise thaeir 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 1o take
account of the Jower base year estimates arising from the
significant deceleration in the growth of expenditures between the
budget estimates of 1988-89 and 1989-90,

B5.49 In the second stage, the normative estimate of
expenditure arrived atforthe base year has been projected forthe
period of recommendation, 1990-91 to 1994-95. While making
projections, we hava baen guaded by the principle of phasing out
revenue deficits by the end of tha 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 limits 1o revenue growth, it is
inascapable 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 resuft 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 addition, 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
maant to serve the entire population, that is, provision has bean
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 pariod 1990-91 to 1994-95.

B5.51 Achieving the normative levels of expenditure from
the very first year of recommandations may not be feasible. Inthe
casas of those States for which normative levels have been
estimated to be lower than their actual expenditures, severe
hardship would result if the normative levels are assumed from
the first year itself. In the cases of the States whose actual
expenditures fall short of normative levels, it may not be realisticto

1

Excapt for expenditures where engineering norms have been
applied, these norms are generally higher than the acluals.
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assume that within a year normative levals can be achieved.
Therefore, we have phased out the movement towards the
normative levals of expenditures such that sach State reaches
the normative lavels by 1994-95, This has bean done by reducing
the estimated differance between the actuals and the normative
astimates for 1989-90 by 50 per cent. With the resultant figures as
the base year estimates, the targetted full normative expanditures
are to be attained in 1994-95. Tha ncrmative estimates of
expenditure for the major items analysed by us are given in Table
B.5.4.

B5.52. k 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 averagae behaviour, is in
consonance with this objective. It should be pointed cut further
that our normative assessment of State Governmaents' revenues
and expenditures has no role in determining the relative shares in
expanditures or ravenues of the Central Government on the cne
hand and the States on the other.
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TABLE B5.1
Regression Resulis

B __Diagnostic Tests o
Test Statistics LM Version F Version

A: Sarial Correlation CHI-SQ{1)=3.1205 F(1, 20) =2.5085

B: Functional Form CHI-5Q(1)=0.0137 F{1, 20) =0.0098

Dependent Variable  Per Capita Expenditure on Organs of Stote
Number Of Cbservatione 28 Degreses Of Freedom ~ 23
Regressor Coefficient  Standard T - Ratio
Error
1 Number of Standard Emplo-
yeas for Organs of State
per 1000 population 08808 01535 57397
2 Proportion of urban popu-
lation to total population -0.2349 0.,1684 -1.3952
3 Price differences 0.5308 0.1322 4.0142
Tima period
(1981-82 10 1983-84) -00944  0.1586 -0.5948
Time period
(19648510 196687} 0.1061 0.1647 0.6439
R - Squared 0.8880 Residual Sum of Squares  1.8753
R- Bar- Squared 05088 SE.of Regression 0.2855
Diagnostic Tests '
Tast Statistics LM Version F Varsion
A Serial Correlation CHI-SQ(1)=0.0866  F(1, 22) =0.0288
B: Functional Form CHI-SQ(1)=6.2223  F(1, 22)=5.0440
C: Normality CHI-5Q(2) =0.8047 Not Applicable
D: Heleroscadasticity CHI-SQ{ 1) =0.0680 F(1, 26)=0.0633,
Dependent Variable Per Capita Expenditure on Administrative Services
Number Of Observations 28 Degrees Of Freedom 24
Regressor Coeflicient Standard T - Ratio
Error
1 Number of Standard Emplo-
yeas for Administrative Services
per 1000 population 0.9194 0.0754 12.1932
2 Price differences 0.5567 00172 32.3092
Time period
{1981-82 to 1983-84) -0.1634 0.0322 -1.7734
Time period
(1884-85 to 19686-87) 0.1568 0.0925 1.6951
R - Squared 0.8730 Residual Sum of Squares  0.7002
R-Bar-Squared 0.8571 S.E. of Regression 0.1708
Diagnostic Tests
Test Statistica LM Version F Version
A: Serial Correlation CHI-SC1)=0.0019 F(1,23)=0.0015
B: Functiorial Form CHI-SQy1)=11.8344  F(1, 23) =16.8378
C: Normadty CHI-8Q{2)=0.5582 Not Applicable
D: Hetoroscedasticity  CHI-SQ(1)=0.0831  F(1, 26) =0.0587
Regression Results
Dependent Variable Per Capita Expenditure on Administration of Justice
Number Of Obaervationa 28 Degrees Of Freedom 21
Pagressor Coefficient Standard T - Ratio
Error
1 Number of Standard Emplo-
yeous for Adminiatration of
Justios per 100Q population  0.5482 0.0792 6.9210
2 Number of caces disposed
off per judge - 0,2066  0.0498 - -4.1465
3 Price differences 0.8685 0.1012 85789
4 Proportion of urban population
to total population 0.5430 0.1200 4.5245
5 Propartion of population in
hill/degert areas 0.0024 0.0027 0.8719
Time period
{1981-82 to 1983-84) 0.0473 0.0675 0.7010
Time period
{1884-85to 1986-87) "-0.0367  0.0688 " -0.5343
R - Squared 08998 Residual Sum of Squares  0.2259
R-Bar-Squared 0.8708 S.E. of Regression 0.1037

C: Normality CHI-SQ(2) <0.6211 Not Applicable
D: Heteroscedasticity CHI-5Q(1) =0.2972 F(1, 26) =0.2789
Dependent Variable  Per Capita Expenditure on Fiscal Services
Number Of Observations 28 Degrees Of Freedom 23
~ Hagressor Cosfficent Sandard  T- Ratio
Error
1 Total tax revenue 09239 0.1218 75773
2 Proportion of urban popuiation
to total population -0.7eN 0.1802 -4,1601
3 Density of urban population - 0.5551 0.2389 -2.3233
Time period
(1981-82 1o 1983-84) -0.3785  0.2057 -1.8398
Time period
(1984-85 to 1986-87) 00706  0.2068 0.3413
"R-Squared 0.6974 Residual Sum of Squares  3.2090
R-Bar-Squared 06448 S.E. of Regression 03735
Diagnostic Tests
Test Statistics LM Version F Version
A: Serial Correlation CHI-SQ{1)=3.7387 F(1,22) =3,3903
B: Functional Form CHI-SQ{1}=2.9796 F(1,22)=2.6199
C: Normality CHI-80Q(2) =1.2530 Nat Applicabie
D. Heteroscedasticity - CHI-SQ(1)=1.0608 F{1,26)=1.0238
~__Hegression Results
Dependent Vanable Pear Capita Expenditure onPolice
Number Of Observations 28 Degrees Of Freedom 22
Regressar Coefficignt  Standard T- Ratio
Error
1 Number of police con-
stables (below Sl rank) per
1000 population 0.7383 0.1320 5.5835
2 Number of cognisable
offencas per 1000 population - 0.1231 0.0772 -1.5950
3 Salary differences of police
constables 0.4959 0.0212 23.4180
4 Proportion of urban popuiation
to total population 0173 0.0803 2.1565
Time period
{1981-82 to 1983-84) - 00336 0.0778 -0.4322
Time peried
__(1984-85 fo 1986-87) 0.0680 00858 0.8046
R - Squared 0.8588 Residual Sum of Squares  0.3377
R - Bar-Squared 0.8268 S.E. of Regression 0.1239
Diagnostic Tests
Tast Statistica LM Verslon F Version
A Serial Correlation CHI-SQ{1)=1.8787 F{1,21) =1,5852
B; Functional Form CHI-SCX{1) =2 8278 F(1,21) =2.3591
C: Nomality CHI-SQ)2) «5.6501 Not Applicable
D: Heteroscodasticity  CHI-SQ(1) =0.0308 F(1,26)=0.0288
Dependent Variable Total Expenditure on Jails
Number Of Observations 28 Degrees Of Freadom 23
Regreesor Coefficlent Standard T - Ratio
Error
1 Total jail capacity 0.7341 00735 9.9851
2 Number of prisoners
per jail capacity 0.6187 0.t721 3.5946
3 Density of urban population -0.0666 0.1228 -0.5422
Time period
(1981-82 10 1983-84) -0.0701 01273 -0.5611
Time period
{1984-85 10 1985-87) -0.0458  0.1274 -0.3580
R - Squared 0.8942 Residual Sum of Squares  1.1711

R-Bar-Squared 08758 S.E.of Regression 0.2256




Diagnostic Tests

TestStalistics
A: Serial Correlation
B: Functional Form

LM Version
CHI-SQ(1)=9. 1061
CHI-8Q(1)=1.0500
C: Normality CHI-SQ{2) =1.1380
D: Heteroscadasticity CHI-5Q(1)=0.2313

F Version
F(1,22) =10.6031
F{1,22)=0.8571
Not Appilicable
F(1, 26) =0.2166

Regression Results
Dependent Variable Per Capita Expenditure on Firg
Protection and Control

Number Of Cbservations 22 Degrees Of Freedom 17

R - Squared 08035 Residual Sum of Squares  0.8631

R - Bar - Squared 0.7588 S.E. of Regression 0.1981
Diagnostic Tests

Test Stalistics LM Varsion F Vearsion

A: Serial Correlation CHI-SQ{1)=2.4906
B: Functional Form CHI-80O(1)=3.6223
C: Normality CHI-8Q(2)=0,4335
D: Heteroscedasticity CHI-SQ{1)=0.0497

Regression Rasults

F(1,21}-2.0503
F({1,21)=3.1204
Not Applicable

F(1,26) 00462

Dependent Variable
Number Of Observations 28

Total Expenditure on Secondary Education
Degrees Of Freedom 21

Regressor Coefficient Standard T - Ratio
Error
1 Number of Standard Emplo-
yeos for Fire Protection and
Control par 1000 population  7.1069 3.4935 2.0343
2 Density of urban population -0.0012 0.0006 -2.1514
3 Prico differences 0.0082 0.0020 4.0841
Time period
(1981-82 to 1983-84) 0.1721 0.1734 0.9927
Time period
{1984-85to 1986-87) -0.4205 0.2014 -2.1319
R-Squared 06231 Residual Sum of Squares  1.6450
R-Bar-Squared 05344 S.E. of Regression 0.3111
) - Diagnostic Tests
Test Statistics LM Version F Version
A: Serial Correlation CHI-SQ{1)=0.2544 F(1, 16)=0.1976
B: Functional Form CHI-SQ(1)=1.6846 F(1,16)=1.3857
C: Normality CHI-S(Q(2)=4.3973 Not Applicable
D: Heleroscedasticity CHI-5Q(1)=0,0289 F(1,20)=0.0267
" Note : Linear spacification.
Regression Resulls '
Dependent Variable Per Capita Expenditure on Other
Administrative Services
Number Of Observations 28 Degrees Of Freedom 23
Regressor Coefficient Standard T - Ratio
Error
1 Number of Standard
Employees for Other
Administrative Services
per 1000 population 05842 0.0635 9.1986
2 Price differences 0.5220 0.0264 19.7690
3 Proportion of population
in hill’desert areas 0.00687 0.0033 2.0184
Time period
(1981-82 to 1983-84) 0.0910 0.0860 1.0585
Time pepod
{1984-85 to 1986-87) 0.1120 0.0864 1.2067
R - Squared 0.8222 Residual Sum of Squares  0.4996
R-Bar-Squared 0.7913 S.E. of Regression 0.1474
Diagnoslic Tests
Test Statistics LM Version F Version
A: Serial Correlation CHI-SO(1}=1.4023 F{1.22)=1.1599
B: Functional Form CHI-SQ(1)=0.6778 F(1,22)=0.5458
C: Normality CHI-3Q(2)=1.4049 Not Applicable
D: Heteroscedasticity CHI-SQ{1)=0.0001 F(1, 26) =0.0001
Ragression Results
Dependent Variable Per Child Expenditure on Primary Education
Number Of Observations 28 Degrees Of Freedom 22
Regressor Coefficient Standard T- Ratio
Error
1 Proportion of enrolment
in Primary Schools to
children in the age group
6-10years 0.9339 0.2306 4.0503
2 Student-Teacher ratia 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 1.0871
Time period
{1981-82 to 1983-84) 0.2247 0.1256 1.7885
Time period
00417 0.1179 0.3533

11984-8510 1986-87)

Regressor Coefficient Standard T - Ratio
Error
1 Enrolment of children in
the age group 11-18 years
in Secandary Schools 0.6407 0.1009 6.3519
2 Student-Teacher ratio in
Secondary Schools -0.1922 0.4281 0.4491
3 Salary ditferences of
Trained Graduate teachers  0.5203 0.1838 28314
4 Proportion of children (11-18
years) in rural areas 0.5250 0.2449 2.1438
S 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 08126 Residual Sum of Squares  1.27%6
R - Bar - Squared 0.7590 S.E.of Regression 02468
- Dlagnqstlc Tests
Test Statistics LM Version F Version -
A: Serial Correlation CHI-SQ{1)=2.9743 F(1,20)=2.3770
B: Functional Form CHI-SQ(1)=7.7690 F(1, 20) =7.6803
C: Normality CHI-80(2)=0.4163 Not Applicable

D: Heteroscedasticity CHI-SO(1} =2.2271
Regression Results

F(1,26) =2.2467

Dependent Variable Per Capita Expenditure on Higher Education
Number Of Cbservations 28 Degrees Of Freedom 21
Regressor Coefficient Standard T - Ratio
Error
1 Enrclment in Colleges and
Universities per 1000
population 1.0445 0.2178 4.7964
2 Student-Teacher ratio in_
Colleges and Universities -0.9144 0.1990 -4.5948
3 Price differences 1,0338 0.1413 7.3191
4 Density af population 0.3015 0.1095 -2.7531
S Proportion of enrolment in
Private Colleges and
Universities to total enrolment 0.1636 0.1528 1.0708
Time period
{1981-82 to 1983-84) 0.0111 0.1244 0.0892
Time pariod
{1984-85 to 1986-87) 0.1242 0.1312 0.9466
R - Squared 0.7590 Residual Sum of Squares  0.9316
R- Bar-Squared 06901 S.E. of Regression 0.2106
Diagnostic Tests
Test Statistics LM Version F Version
A: Saerial Correlation CHI-SG{1}=2.2811 F{1,20)=1.7738
B: Functional Form CHI-SQ(1)=0.0556 F{1, 20)=0.0398
C: Normality CHI-SQ(2y=0.2491 Not Applicable
D: Heterascedasticity CHI-SQ(1)=0.2100 F(1,26) =0.1964




Regression Resuits

Dependent Variable Total Expenditure on Medical, Family Waelfare
and Public Health (excluding Water Supply}

Number Of Observations 28 Degrees Of Freedom 20

Regressor 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 populatian
covered under sanitation
in urban areas 0.1210 0.0492 24519
4 Salary differences of
Staff Nurse 0.2682 0,1008 2.6677
5 Density of population -0.2168 0.0828 -28179
6§ Proportion of population in
hili/desent areas 0.0064 0.0054 1.1725
Time period
{1981-82 1o 1983-84) 0.0470  0.1265 0.3715
Time period
(1984-85 tn 1986-87) £.0766 0.1279 -0.5987
R - Squared 08926 Residual Sum of Squares  0.8706
R-Bar- Squared .0.8550 S.E.of Regression 0.2086
_ Diagnostic Tests
Test Statistics LM Version F Varsion
A: Sarial Correlation CHI-SQ(1)=7.9846 F(1,19)=7.5795
B: Functional Form CHI-SQ{1)=2.8071 F(1,18)=2. 1171
C: Normality CHI-S0(2) =1.6982 Not Appiicable
D: Hetsroscedasticity ~ CHI-5Q(1)=1.3137 F(1,26) =1.2799

Regression Results

Dependent Variable Per Capita Expenditure on Agriculture, Food, ete.

Number Of Observations 28 Degrees Of Freedom 2t

Regressor Coefficient Standard T - Ratio
Error
1 Gross cropped area per
1000 populatian 04026 01242 32407
2 Number of Standard Emplo-
yoos for Agriculture, elc. per
1000 hectares of gross
cropped area 04135 0.1132 36527
3 Proportion of area under High
Yielding Vaneties of coreals
to gross cropped area 0.3318 0.1028 3.2259
4 Proportion of area under
Commercial crops to gross
cropped aroa 0.4344 0.0908 4.7824
5 Price differences 0.8429 0.0777 10.8468
Time period
(1981-82 1o 1683-84) 0.1878 0.0957 1.9624
Time period
(1984-85 1o 1985-87) -0.15670 0.0960 -1.5710
R - Squared 0.8027 Residual Sum of Squares  0.6514
R-Bar-Squared 07463 S.E.of Regression 0.1761
Dlagnostic Tests
Test Statistics LM Version F Version
A: Senal Correlation CHI-SO(1)=1.0308 F(1, 20) =0.7645
8. Functional Form CHI-SQ(1)=1.6213 F{1, 20)=1.2282
C: Nommality CHI-S2)=1.3847 Not Applicable
D: Heteroscedasticity CHI-80(1)=0.0025 F{1, 26)=0.0881
Regression Resuits
Dependent Variable Total Expenditure on Animal Husbandry
Number Of Obsorvations 28 Degrees Of Freedom 22
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Regrossor Coefficient Standard T - Ratio
Error
1 Total cattle population 0.5738 0.0850 6.0403
2 Salary differencas of
Assistant Veterinary Surgeon 0.3683 0.0997 3.7051
3 Proportion of urban popu-
lation to total population 0.2390 0.1518 1.5748
4 Number of veternary
centres per 1000 cattie 0.1923 0.1006 1.9106
Time period
(1981-82 to 1583-84) -0.0599 0.1419 0.4217
Time period
(1984-85 to 1986-87) 0.0396 0.1421 0.2784
R - Squared 0.7511 Residual Sum of Squares  1.3798
R -Bar-Squared 0.6945 S.E.of Regression 0.2504

Diagnostic Tests

" TestStatistics
. Serial Correlation
. Functional Form

DOom>»

LM Version
CHI-SQ(1) =6 0275
CHI-SQ(1)=0.6756

F Version
F({1,21)=5.7607
F(1,21)=0.5192

: Normality CHI-SQ¥2)=1.3010 Not Applicable
. Heteroscedasticity CHI-SQ(1) =4,0392 F{1, 26) =4.3830
Regression Resulls
Dependent Variable Tatal Expenditure on industry and Minerals
Number Of Observations 28  Degrees Of Freedom 22
Regressor Coefficient Standard  T- Ratio
Error
1 Income from Mining and
Quarrying and
Manufacture 1.3875 0.1842 8.4528
2 Number of Standard
Employees for Industry
and Minerals per income
from Mining and Quarrying
and Manufacture 0.8514 0.2018 42195
3 Density of urban population  -1.0868 0.3013 -3.6072
4  Proportion of population in
hill/ldesert areas 0.0392 00118 33827
Time pericd
(1981-82 10 1983-84) 0.3879 03012 1.2881
Time period
{1984-85 to 1986-87) 04204 03382 -1.2698
R - Squared 06851 Residual Sum of Squares  5.1961
R-Bar-Squared 06135 S.E. of Regression 0.4860
Diagnostic Tests
Test Statistics LM Version F Version
A Serial Corralation CHI-SQ{t)=4.8699 F(1,21}=4.4214
B: Functional Form CHI-8QX 1) =0.2659 F(1,21)«0.2013

C: Normalty
D: Heteroscedasticity

CHI-SQ(2) =1.8951
CHI-SQ(1)=0.9744

Not Applicable
F(1, 26) =0.9374

Note :  Diagnostic Tests :
A:  Lagrange multiplier test of residual sarial correlation.

B: Ramsey's RESET test using the square of the fitted
vilues.

C. Basedon a test of skewness and kurtosis of residuals.

D:  Basedon the regression of squarad residuals on squared
fitted values.
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13 Unar

Pradesh 197900 1590.08 -388.H2 -1855 159 128 -0
14 West

Bangal 103400 70023 -333.77 3228 170 115 -055
14 Major

States 11242.00 11257.47 1547 014 137 157 000
Expenditure Category : Fire Protection And Control
1 Andhra

Pradesh 57700 25494 .32208 5582 067 043 054
2 Bihar 4400 36306 31908 72510 008 046 041
3 Guarat 000 27086 270.85 000 071 071
4 Haryana 600 5858 5058 B4308 004 038 034
5 Kanalaka 27200 28863 337 -124 085 064 -0.01
6 Kerala 42400 20020 -21480 -5066 151 074 076
7 Madhya

Pradesh 3100 37705 34805 111630 005 064 059
8 Maharashra 1200 28335 27135226124 002 040 030
9 Orissa 44500 20006 -20534 -4828 183 082 -O71
10 Punjab 0.00 83.48 83.48 000 045 045
11 Rajasthan 0.00 32786 32786 000 082 082
12 TamilNadu  756.00 384.11 -381,89 4787 142 074 -088
13 Uttar

Pradesh 54200 56282 2082 384 044 045 002
14 West

Benga! 66400 129.10 -53490 8056 109 021 088
14 Major

States a773.00 381983 4693 14 033 053 001
Expenditure Category : Other Administrative Services
1 Andhra

Pradesh 271400 247183 -24247 803 456 415 041

Bihar 223000 324256 101256 4541 283 412 120

Gujarat 2680.00 190005 -778.05 -2007 703 480 204

Haryana 78800 700.16 8784 -11.15 524 466 -058

Karnataka 253600 2127.85 -40835 -16.10 €07 509 088

Kerala 104900 145202 40402 3855 373 516 144

Madhya

Pradesh 2018.00 245523 43623 2161 343 417 074
8 Maharashtra 4107.00 352430 -582.70 -14.19 583 500 -083
9 Orissa 1406.00 126853 -13747 978 482 435 047
10 Punjab 165200 78333 -B6BA7 K258 8B4 419 465
11 Aajasthan  1970.00 202482 4582 232 4897 508 0.2
12 TamilNadu 251000 277487 28467 1056 473 523 050
43 Unar

Pradesh 431900 6328.72 2008.72 4653 347 508 161
14 West

Bengal 3506.00 288707 -80808 2188 607 474 -133
14 Mzjor

States 33664.00 3394284 25884 077 470 474 O

Expenditure Category : General Adminisirative Services

1 Anghra

Pradesh 32341.00
2 Bihar 28960.00
3 Guamt 23367.00
4 Haryana 9118.00
5 Karnataka 22087.00
6 Karala 17365.00
7 Madhya

Pradesh 30353.00
4 Mahara-

shira 54557 00
9 Oriasa 18135.00
10 Punjab 15240.00
11 Rajasthan  20828.00
12 Tarmi

Nadu 304 11.00

32710.08
36785.48
22513.02

932547
23017.40
17344 44

369.08
782546
-853.08
207.47
1850.40
-50.56
20088.81 -364.18
39164 .54-15382.48
1554170 -583.30
12014.88 323432
23881 84 3053.84

31200.43 887.43

1.14
27.02
385
228
.30
029

120
-28.18
-3.88
212t
1488

2@

54.37
36.7
61.32
60.68
52.78
61.85

51.54
7745
55.33
81.57
5233

57.32

54089 082
4572 954
50.06 -224
6208 138
5721 443
81.47 018

5082 -082

55.64 -21.81
5330 -203
84.27 -17.30
6001 787

5699 167

n ] (a (4} s (SR

13 Unar

Pradesh 54167.00 6274815 B581.15 1584 4350 5039 689
14 West

Bengal 3134300 3115018 18282 062 5146 5114 032
14 Major

States  386291.00 368415.07 212407 055 35389 54,19 0.3
Expenditure Category : Primary Education
1 Andhra

Pradesh 23323 23091.76 668,72 287 3921 4033 1.2
2 Bihar 33852 2754740 810460 -1814 4274 3489 T75
3 Gujarat 23336 204Q5.85 283084 -12.17 6124 5379 745
4 Haryana 5674 5272.89 40082 707 I776 3509 2857
5 Kamataka 22415 2041980 -1695.45 A80 5381 4884 477
8 Kerala 23262 13561.10 -8700.685 -41.70 8271 4822 -3445
7 Madhya

Pradesh 25510 2472373 -78831 308 4331 4198 -134
8 Mahara- ’

shira 40000 37754.51 -314520 788 5808 5360 445
9 Orissa 9614 1301071 33968.58 3533 23297 4482 1155
10 Punjab 8184 7008.90 -117510 -1436 4378 3740 620
11 Rajasthan 16845 17340.53 504 .51 300 4233 4359 1.7
12 Tamij

Nady 28062 3240328 544133 2018 5082 6108 1028
13 Unar

Pradesh 41281 49181.08 780098 10.14 3315 3949 634
14 West

Bangal 20794 20165.28 837122 4025 3414 4788 13474
14 Major

States 32175127 32188565 13438 004 4489 4.9 0oz
Expenditure Category : Secondary Education
1 Andhra

Pradesh 15218.03 1801755 79952 S§25 2558 26583 154
2 Bihar 9A88.00 13798.55 300855 3053 1258 17.52 455
3 Gujarat 14582.81 1462331 4050 028 3827 3838 0.1
4 Haryana 8318.79 7630.01 16122 2550 4205 5278 10.72
5 Kamataka 9720.02 1324655 352652 3628 2325 3168 3843
& Kerala 1347386 1777845 430450 3185 4781 6321 1530
7 Madhya

Pradesh  16050.03 16613.76 56373 351 2725 2821 0%
8 Mahara-

shira 3474075 28145.43 858532 .1888 4032 39895 935
9 Orissa 8540.12 10127.35 15687.24 1859 2928 M7 G54&
10 Punjab 11578.00 ©088.20 -250080 .2188 6193 4851 -13.42
11 Rajasthan 11184.84 1247850 126184 1130 2805 3122 3.47
12 TamilNadu 15613.87 21323.62 570965 3857 2943 40.19 1073
13 Unar

Pradesh 2886207 25436.13 -352684 -1217 2328 2043 -283
14 West

Bengal . 2822400 15803.31-10330.77 -3839 4305 2809 -16%€
14 Major

States  222075.47 222428.71 35124 0.18 3088 31.02 D.0%
Expenditure Category : Migher Education
1 Andha

Pradesh  12585.02 1162749 -85753 -761 2118 18565 1481
2 Sihar 918900 15350.18 6170.18 6745 1167 1957 744
3 Gujarat 577992 568843 8149 141 1517 1405 021
4 Hayana 254782 2071.05 47687 -1872 168¢ 137 317
5 Kamataka 841502 728051 -1134.51 1348 2013 17417 -2.7¢
6 Kerala 7501.02 5B35.67 -168825 -2221 2667 2075 582
7 Madhya

Pradesh  B111.01 4865.87 .124514 -2038 1038 B28 -2
8 Mahera-

shirg 1233881 1185400 38401 312 1752 1887 055
9 Orissa 321104 498383 177289 5521 1101 1708 .08
10 Punjab 397200 1333 -BSBE7 2162 2125 1665 45D
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1t Rajasthan 425388 453473 28075 660 1069 1130 07 14 WostBengal 65800 49197 -16603 2523 108 081 027
12 TamilNadu 11037.98 664069 -438820 3076 2081 1253 827
13 Unar 14 Major
Pradesh 924802 10439.38 110133 1288 743 838 095 States 515200 5152.00 000 000 072 OTZ 000
14 WestBengal B750.03 10543.04 1784.01 2037 1438 17.31 283
Expenditure Category : Soclal Services
14 Major 1 Andhra
Stales  104990.78 104956.28 550 001 1464 14.64 000 Pradesh  BB105.00 68953.45 84836 125 114.40 11592 1.43
2 Bihar 6578000 69860.48 408048 620 6355 8874 518
Expenditure Category : Other Expenditure On Education 3 Gujarar 6643237 B4711.86 -1720.51 -259 17434 16983 -452
1 Andhra 4 Haryana  20019.50 2037058 95108 175 13324 13567 234
Pradesh 82000 122887 40887 4986 138 207 089 5 Kamataka 55834.10 58068.91 223481 400 13355 13889 535
2 Biner 92000 1268.37 34037 3684 118 181 043 6 Kerala 58379.51 52050.01 -6329.50 -10.84 207.57 18506 -22.50
3 Gujamt 128000 109975 -16025 -1272 331 289 042 7 Madhya
4 Hanmrm 43100 35449 7681 -17.82 287 236 -0.51 Pmdesh  62531.08 6023250 -220858 -368 10617 10227 390
5 Kamemha 70900 97824 26724 3769 170 233 064 8 Mahara-
6 Kerala 589,00 106046 47146 8004 200 377 188 shtra 118729.36109008.11 -9631.24  B.11 16855 154.87 -1367
7 Madhya 9 Orissa 2052830 3671881 719061 2435 101.26 12592 2466
Pradesh 50000 89180 30180 5147 100 151 051 10 Punjab 33578.00 28697.54 -4550.46 -13.94 170.6t 154.67 -25.04
8 Maharashtra 233600 213848 -19852 854 332 303 028 11 Rajasthan 44506.84 4685522 234838 528 11183 11773 590
9 Orissa 70000 52201 17798 2543 240 179 061 12 TamilNadu 73516.90 B2721.33 920443 1252 13857 15592 1735
10 Punjab 479.00 57287 0387 1960 256 306 050 13 Uttar
11 Fajasthan 49600 77466 27866 5618 125 195 070 Pradesh  102820.20109763.02 684373 665 8265 8814 550
12 TamilNadu 44800 1277.39 820.39 18543 064 241 156 14 West
13 Unar Pradesh 90600 100641 1000.11 11039 073 153 080 Bengal 9191619 8474275 -7173.44  -780 150.90 13912 -11.78
14 WestBengal 485500 147769 -3377.31 6056 797 243 554
14 Major
14 Major Stales  GB1777.4189304557 126816 0,14 12442 12459 018
States 15548.00 15548.00 000 000 217 247 000

Expenditure Category : "Medical, Family
Public Heaith (exciuding Water Supply)”
1 Andhra

Pradesh 12368.00 1224310 -12490 -1.01
2 Bihar 9070.00 B8583.72 -47628 .525
3 Gujarat 14696.00 1603050 133450 9.08
4 Haryana 382200 249577 32623 £54
5 Karnataka 1172400 13665.11 194111 1656
6§ Karala 10731.00 10894.02 16302 152
7 Madhya

Pradesh 11507.00 10181.75 -1325.25 -11.52
8 Mahara-

shira 202668.00 2068405 41805 206
9 COrissa 566800 649920 83120 1468
10 Funjab 776000 748217 27783 -358
11 Rajasthan 988500 10003.76 118.78 120
12 TamilNadu 16037.00 17973.83 1983503 1208
13 Uttar

Pradesh 1917500 18193.48 1848 010
14 West

Bengal 21370.00 1791545 345455 -16.17
14 Major

States 174079.00 174886.04 77T7.04 0.45

Wealfare And

20.79
11.52
3857
25 44
28.04
3815

20.58
10.82
42.07
23.27
2.68
38.73

021
-0.80
350
-217
484
0.58
1954 17.29 .225
2877
19.44
41.51
24.84
30.23

20.36
229
40.02
25.14
33.88

0.59
285
-1.49
030
3565
15.40

1541 001

3508 2041 567

24.29 0.1

Expenditure Category : Other Soclal Services

1 Andhra

Pradesh 50200 55568 5388 1069
2 Bhwr 18400 40626  242.26 147.72
3 Guanatl B0 38407 1353 350
4 Harysna 85.00 10569 2069 2434
5 Kenawka 69600 32590 -370.10 -53.17
6 Kerala 22400 32242 9842 4394
7 Madhya

Pratesh 141.00 33348  192.48 136.51
8 Mohaashira 38300 85865 27565 7187
8 Crissa W0.00 17080 21831 -56.273
10 Purjeb 13800 18508  47.08 34.10
11 Pejesthsh 39000 28594 0606 -26.54
12 Tami Nadw  728.00 40043 32457 4477
13 Utiar Pradesh 28600 54576 250.76 90.82

0.84
021
1.04
057
166
0.80

0.08
031
004
0.14
0.89
035

0.53
052
1.01
070
078
115

024
054
134
074
0.81
137
023

057
0.64
059
099
0.87
0.75
0.44

033
089
475
025
024
081
o

"Note : Incusive of expendiiure on ™Art, Scienific Services, e.t.c.™, "Lirban ~Develpment™

and =Labour And Employment™ reckoned at aciuals.”

Expenditure Category : "Agriculiure, Food, Cooperation,

Community Development, a.t.c.”

1 Andhra

Pradesh 13252.01 1251574 -73627 -850 2228
2 Bihar 1299000 917195 -38t8.05 -20.30 1650
3 Gujarat 1231283 BSAO.JG 343267 -2788 3251
4 Haryana 331884 310160 -21735 %55 22009
S Kamataka 905401 944536 381,34 421 2168
6 Kerala 6080.97 520520 -78568 -1292 2162
7 Madhya

Pradesh 6697.01 978263 308562 4607 1137
8 Mahara-

shira 11553.94 15796.15 424221 3672 16.40
8 Orissa 667305 583055 -114250 -1638 23.01
10 Punjab 3237.00 4007.01 T70.01 2,79 1731
11 Rajasthan 484599 740000 276310 5347 1167
12 TamilNadu 1314899 11250.50 180840 -1444 2478
13 Unar

Pradesh 18059.02 2098301 282399 16419 1450
14 West

Bengal 10483.01 B675.66 -1807.35 -1724 1721
14. Major

States 131816.87 12214488 328.01 0.25 1839

Expenditure Category : Animal Husbandry
1 Andhra’

Pradesh 236000 2265.30 G470 40 a.a7
2 Bihar 2516.00 195933 -B58.67 -22.43 3.20
3 Gujgmt 1227.58 134805 11807 961 3.22
4 Haryana 89297 942.87 6990 783 594
5 Kamataka 1548,00 178388 24588 1568 amn
6 HKerala 1058.98 B8606.38 9061 855 arn
7 Madhya

. Pmdesh 246400 298581 52180 2118 418
8 Mahara-

shira 305198 239848 65350 -21.41 4.33
9 Orissa 144002 153229 9227 841 494
10 Punjab 1118.00 1262.18 144,16 1289 5.98
11 Rajasthan 1567.99 172634 16835 1010 3.54
12 TamilNadu 233200 188265 -49935 -21.41 4,40

21.04
11.65
233
20.64
2259
18.83

16.81

22.42
19.09
21.43
18.62
2121

16.85

14.24

s
248
353
6.41
429
3.45

507

3.40
525
675
424
345

-124
485
8.01
-1.45

0.91
279

524

6.02
-3.82
412
654
358

235

297
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TABLE B.5.4

1900-91
1389-90 1930-91 1991.92 199203 199304 1904-95 1o
1994-85
(1) {2 (3) (4) (5) (6 (N
Expenditure Category : Organe Of Stale
1 Andhra Pradesh 59543 851.18 71217 77887 851.81 931.58 W25.681
2 Bihar T 1208.25 124423 1283.40 1323.81 1365.49 1408.48 662542
3 Gujarat as2.11 391.87 436.12 48537 540.18 801.17 2454.71
4 Haryana 298.73 284.21 270.40 257.26 24476 232.87 1289.50
5 Kamataka 536.33 561.19 587.20 614.42 64290 672.70 7841
6. Kerala 406,30 424 .58 44368 463 63 484 .49 508.28 22266
7  Madhya Pradesh 606.42 741.32 789.12 839,99 804.15 851.79 4218.37
8 Maharashtra 810.80 86518 913.07 963,61 1016.85 1073.24 4832.04
9 (Orissa 363.67 395.13 42931 466 44 506.79 580.63 2348.30
10 Punjab 40220 375.24 350.09 326.63 304.74 284.31 1641.01
11 Rajasthan 500,58 549.10 60233 660.72 724.T7 765.03 33105
12 Tamil Nadu 547.63 599.39 656.04 718.06 785.93 880.22 3619.63
13 UttarPradesh 1310.01 1450.94 1627.02 1813.23 2020.78 2262.03 9172.08
14 West Bengal 541.62 607.91 682.32 76584 858.58 964.79 3880.44
14 Major States 8577.07 $150.48 §782.28 10477.88 11243.27 12088.11 52739.03
Expenditure Category : Adminisirative Services
1 Andhra Pradesh 8772.85 892155 9072.78 922657 9382.96 554201 4514587
2 Bihar 728257 811503 904263 10076.27 11228.06 12511.51 50573.51
3  Gujarat 4108 49 4509.12 4948 81 5431.39 5961.01 6542.20 27392 €2
4 Haryana 1702.27 1817.33 1940.16 2071.29 2011.28 2360.74 10400.79
5 Karnataka 45600.50 5048 68 5529.71 605657 663363 7265.67 30534,28
6 Kerala 3616.54 384703 4092.21 4353.01 4630.44 492555 21848.24
7 Madhya Pradesh 6197.22 6747.30 734620 7398.26 £8708.20 9481.16 40281.12
8 Maharashtra 13252 55 12958 .44 12749.21 12504.76 12264.99 12029.83 6547.23
9 Orssa 349067 373755 4001.89 428493 4587.98 4912.47 21524.83
10 Punjab 237084 2480.40 2613.89 274459 2881.84 3025.65 13755.87
11 Rajasthan 4572.49 4958.08 5376.20 582957 £321.18 6854 .25 29339.28
12  Tamil Nadu 8755.07 8896.25 9039 69 9185.46 9333.57 9484.07 45939 03
13  Uttar Pradesh 11420 68 12621.38 14619.28 1654029 18713.73 21172.76 83967 .45
14 West Bengal 5369.18 607438 6872.19 777478 8795.92 9e51.18 30468 44
14 Major States $5520.93 91081.52 '97244.86 104077.75 111654.82 120059.43 524118.38
Expenditure Category : Administration Of Justice
i Andhra Pradesh 2568,94 2683.14 2802.43 2927.02 3057.15 3183.06 14662.80
2 Bihar 2680.96 281244 2950.37 3095.07 3246.86 3406.10 1551084
3 Gujarat 217377 234762 25356.38 273813 2957.10 3183.50 13771.81
4 Haryana 685.23 742,29 79253 B46.18 903.46 964,62 4249.08
S Kamataka 2682.96 2859.07 3046.74 3246.73 3459.85 388695 16299.35
6 Keralia 1673.26 171504 1757.85 1801.74 1846.72 1802 .82 9014.16
7 Madhya Pradesh 215162 2335.00 2534.01 274998 2984 36 323871 13842.07
8 Maharashtra 4418.24 477742 516580 5685.7% 6039.84 653085 28009.66
9 Orissa 1052 .44 1100.72 1151.21 1204 .02 1258.25 1317.02 6032.22
10 Punjab 1023.26 1082.30 114475 1210.81 1260.67 135457 6073.11
11 Rajasthan 1464 .82 1505.98 1548.30 1591.81 1636.53 1682.52 7965.14
12 Tamil Nadu 2920.83 3150.89 3399.08 3566.80 3955.62 426719 18439.58
13 Uttar Pradesh 5119.70 553589 5085.91 647251 6098.67 7567.60 3256057
14 West Bengal 2787.77 3079.87 3402 57 3759.08 4152.94 458808 1898253
14 Major States 33413.80 35727.67 38216.92 40895.62 43779.04 46881.89 205502.94
Expenditure Category : Fiscal Services
1 AndhraPradesh 10403.35 11002.66 11636.50 12306.85 13015.82 13765.64 61727.48
2  Bihar 705213 7704.89 8418.06 9197.26 1004857 10878.69 45347 47
3 Gujarat 5467.82 6191.97 701204 7940.71 8992.38 1018333 40320.44
4  Haryana 2882.18 3267.72 370482 4200.40 4762.28 5390.31 21334 .53
5 Kamataka | 7071.42 7500.38 795537 8437.96 8940.82 948274 4233628
6 Kerala 7071.26 761283 8195.88 8823.59 9490.37 10226 .91 44358 58
7  Madhya Pradesh 9634 41 10041.87 10466 .58 10909.24 11370.62 11851.52 54639.84
8 Manaraehtra 12081.01 12520.88 12976.76 13449.24 13938.63 14446 44 67332.25
9 Orissa 5222 80 5545.01 5887.10 6250.30 6535.90 7045.29 31363.61
10 Punjab 3515.26 395854 445772 5019.84 5652 85 636568 25454 62
11 Rajasthan 5448.04 10468.88 11600.02 12853.37 14242.15 15780,97 6404539
12 Tamil Nadu 8335.31 9167.26 10082.24 11088.54 12195.28 13412.48 5524579
13 Uttar Pradesh 12799.49 13173.52 13558.47 1395467 14362.45 14782.15 65831.26
14 Wost Bengal 858267 673327 6887 .31 7044 89 7206.08 737083 35242 46
14 Mejor States 107567.14 114689.68 122838.88 131476.86 140872.48 151102.07 661179.98
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Expenditure Category : Police
1 AndbraPradesh 19051.17 21015.59 23182.56 25572.98 28200.88 31118.68 129099.69
2 Bihar 22882 48 25074.99 27477.58 30110.38 32995 4 36156.84 151815.34
3 Gujarat 16750.30 17218.84 17700.09 18154.99 18703.73 18226.70 91044.16
4 Haryana 6112.30 6393.25 668712 £994.50 7316.00 7652.28 35043.16
§ Kamataka 13878.78 15119.12 16470.30 17942.24 19545.72 2129251 90369.89
€ Kemala 9495 .42 10164.98 10881.75 11649.08 12470.47 13349.81 58516.07
7  Madhya Pradesh 19808 .86 21075.68 2242564 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 8974.28 1018227 10333.43 10517.83 10705.51 51683.32
11 Rajasthan 12262 22 13106.14 14008.13 1487221 18002.63 17103.97 76183.07
12 Tamil Nadu 17848.08 19437.05 21167.47 23051.85 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 3264196 143110.19
14 Major Statas 253332.19 270996.50 200046.27 310597.17 332774.83 31568715.80 1561130.57
Expenditure Category : Jalis
t  Andhra Pradesh 1187.96 134383 1507 .47 1691.04 1896.95 212754 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 124811 1420.00 5584.67
4 Haryana 498.52 536.46 579.62 626.24 676.61 731.04 3149.98
5§ Kamataka 641.77 720.24 808.30 907.13 1018.04 114252 4596.23
6 Kerala 539.47 589.05 643.19 702.31 766.86 837.34 3538.75
7 Madhya Pradesh 1522.66 1670.70 1833.14 2011.37 2206.93 242151 1014365
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 124201 5196.14
10 Punjab 741.18 757.11 773.39 790.02 807.00 824.36 3951.88
11 Rajasthan 882.69 961.38 1047.09 1140.44 1242.11 1352.85 5743.88
12 Tamil Nadu 1470.67 1488.75 1507.05 1525.58 154433 1563.32 7629.03
13 Uttar Pradesh 257491 2692.31 2815.06 2943 40 3077.60 321791 14746.28
14 West Bengal 1251.16 1282.71 1315.06 1348.23 1382.23 1417.09 6745.32
14 Major States 162321 17329.55 18523.04 1982232 21238.08 2279217 99695.16
Expenditure Category : Fire Protection And Control
1 Andhra Pradesh 600.20 582.31 564.96 548.12 531,79 515.94 2743.12
2 Bihar 283.69 asz2.e1 42384 509.16 611.65 734.78 2632.24
3 Gujarat 195.41 240.18 295.20 362.84 44597 548.14 1892.33
4 Haryana 45.15 54.39 65.51 78.92 95.06 114.51 408.39
5 Kamataka 390.04 415.82 44544 476.03 508.72 54365 2390 66
6 Kerala 456.82 449.92 443.13 436.44 429.85 42336 218211
7 Madhya Pradesh 294,39 356.16 430,90 521.32 630.71 763.06 270215
8  Maharashira 213.08 258.73 316.60 385.92 470.42 573.42 2006.11
9 Orissa 493.51 491.56 489.60 48766 485.73 483.80 2438.34
10  Punjab 60.22 7402 90.98 111.83 137.45 168.94 583.21
11 Rajasthan 236.39 290.55 357.11 438.93 §39.49 663.10 2289.19
12 Tamil Nadu 829.75 823.21 816.73 810.30 803.91 797.58 405173
13 Uttar Pradesh 797.07 856.06 818.41 987.44 1060.52 1139.00 4562.42
14 Woest Bengal 572.18 489.15 41817 357.49 305.62 261.27 1831.70
14  Major States 5477.91 5736.88 6077.60 6512.40 7056.89 T730.54 3311429
Expenditure Category : Other Adminlsirative Services
1 AndhraPradesh 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 656210 27053.79
3  Gujarat A304.92 3406.86 3511.94 3620.26 373163 384703 18118.02
4  Haryana 1073.63 1134.89 1189.65 1268.10 1340.46 1416.94 6360.04
§ Kamataka 3364.58 3534.73 3713.48 3901.26 4098.55 4305 81 19553 .81
6 Kerala 1803.64 1988.59 219251 2417.33 2665.22 2938.52 12202.16
7 Madhya Pradesh 3227.92 3518.75 3835.77 4181.385 4558.07 4968.74 21062.68
8 Maharashrra 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 158525 8262.63
11 Rajasthan 2688.62 3097.88 332230 3562.98 3821.09 4097.90 17090215
12 Tamil Nadu 3812.83 4119.84 445158 4810.02 5197.32 5615.81 24184.57
13 Uttar Pradesh 7681.78 8508.70 9424 65 10439.19 11562.94 1280766 52743.14
14 West Bengal 4750.00 4951.13 5160.77 5370.30 5607.07 5844 50 26942.77
14  Major States 48769.29 52158.88 55807.79 59760.90 64045.48 68601.40 300464.45
Expendlture Catagory : General Administrative Services
1 AndhraPradesh 46930.99 50165.10 53680.79 §7504.64 €1665.86 66196.57 289212.96
2 Bihar 47431.96 51868.69 56741.38 62094 .52 67977.28 74444.12 31312598
3 Gujara a3100.72 35156.49 37406.12 3987247 42581.41 45562.26 200578.75
4  Haryana 13306.02 14230.54 15239 82 16342.89 17549.92 18872.31 82235.48
§ Kamataka 33175.38 a5760.23 38556.55 415682.35 44857.23 48402 55 200158.91
6 Kerala 25062.71 26792.02 28650.20 3064711 32793.42 35100.59 153983.33
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7  Madhya Pradesh 43533 51 46487.79 49661.35 5307246 56741.15 60689.49 266652.24
8 Maharashtra 67636.91 69713.81 71912,31 74240.20 76706.06 79319.46 371891.84
9 Orssa 22863.11 24352 91 2595534 27667.53 29497.13 3145233 138925.23
10 Punjab 19669.34 2043210 21269.24 22188.97 23200.57 2431457 111405.45
11 Rajasthan 32255.85 34538.00 37861.49 4105003 44529.96 48330.58 206710.05
12 TamilNadu 44520.18 4768263 51119.87 54856.69 58920.16 63339.81 275919.17
13 Uttar Pradesh B4348.26 91406,20 9912824 107581.41 116839.90 126985.79 54194155
14  West Bengal 45085.61 45084 65 51354.93 54919.64 58804 85 63039.79 276203.85
14 Major States 558910.53 597071.16 638537.63 683620.90 732664.89 786050.22  3437944.80
Expenditure Category : Primary Education
1 AndhraPradesh 34135.18 36627.32 39301.40 42170.70 45249.48 48653.03 211901.93
2 Bihar 44152.22 46260.96 48469.15 50783 42 53208.18 55748.71 254469.82
3 Gujarat 31622.20 33385.49 35247.10 3721251 3928752 41478.23 186610.85
4  Haryana 7897.48 B387.48 890788 9460.57 10047.56 10670.96 47474.45
5 Kamataka 30903.00 32752.22 3471211 36789.27 38990.73 41323.92 184568.24
6 Kerala » 26565.79 26739.17 26913.59 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
& Mahamashtra 56744.97 60223.57 63915.42 67833 5 71991.95 7640523 340369.77
9 Orissa 16322.66 17960.72 19763.17 2174650 23928.88 26330.26 109729.54
10 Punjab 10960.90 11540.85 12151.48 12794.43 13471.40 14184.18 6414234
11 Rajasthan 24669.53 26473.85 2841013 30488.04 32717.92 35110.90 153200.84
12 Tamil Nadu 42828.95 46637.86 50785.50 55302.01 60220.18 65575.73 278521.27
13 Uttar Pradesh 65263.81 71011.45 77265.28 B84069.87 91473.72 99529.61 423349.93
14 Woest Bengal 36043.11 39779.73 43903.74 48455 29 53478.70 59022.90 244640.37
14 Major States 464350.89 49643587 §30977.45 568174.14 608241.20 651412.11 2855240.77
Expenditure Category : Secondary Education
1 AndhraPradesh 22534.86 24234 49 26062.32 28028.00 30141.94 32415.32 140882.07
2 Bihar 17087.18 18850.43 20795.64 2294157 25308.94 27920.60 115817.17
3 Gujarat 21070.71 22551.91 24137.23 2583399 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 20844.33 32768.29 35978.72 150528 .48
7  Madhya Pradesh 23565.24 25301.25 27165.14 29166.35 31314.98 33621.90 146569.62
8 Maharashtra 45369.14 4748111 49691.39 52004 .57 54425 42 56958.97 260561.45
9 Orissa 13467.62 14647.47 15930.69 17326.32 16844.23 20495.11 87243.82
10 Punjab 1489517 15530.00 16191.88 16881.98 17601.48 1835165 84557.00
11 Rajasthan 17020.08 18402.23 19896.62 2151237 2325933 25148.16 108218.71
12 Tamil Nadu 26648.57 29345.54 32315.48 35585.95 33187.44 43153.41 179587 81
13 UttarPradesh 39245.50 41433.63 43743.75 46182.68 48757.58 51476.05 23159369
14 West Bengal 30385.53 30733.16 31084.76 31440.39 31800.09 32163.90 157222.30
14 Major Stales 320685.43 34274750 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 13819.11 22179.09 24820.08 2777556 31082.95 125676.79
3 Gujarat B281.04 B8848.10 9453.98 10101.36 10793.06 11532.13 50728.63
4  Haryana 333235 3488.74 3652.48 3823.90 4003.37 4191.26 18158.76
5 Karnataka 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 Pradash 7919.26 827200 8640.46 9025.33 9427.34 5847.25 4521238
8 Mabharashtra 17526.09 18693.10 19937.83 21265.44 22681.48 24191.76 106769.60
9 Crissa 5312.25 6578.81 7320.53 814586 9064.24 10086.17 4119562
10 Punjab 5111.70 5330.02 5557.65 5795.01 6042 51 6300.57 29025.76
11 Rajasthan 6340.60 6827.24 7351.23 7915.44 852296 9177.10 39793.97
12 TamilNadu 12760.74 12897.10 13034.91 13174.19 13314.96 13457.23 65878.38
13 Uttar 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 Statas 151437.13 161798.64 172997.46 185108.50 198213.96 212403.97 930522.53
Expenditure Category : Other Expendiiura On Education
1 AndhraPradesh 1478.15 1640.24 1820.10 2019.69 2241.16 248691 10208.10
2 Bhar 1586.01 1746.60 1923.45 2118.21 233268 2568 87 10689.81
3  Gujarat 1702.44 1796.17 1895.06 1999.39 2109.47 2225 61 10025.70
4  Haryana 566.47 593.77 622,39 652.39 583.83 716.78 3269.16
5 Kamataka 1215.81 1339.79 1476.40 1626.95 1792.84 1975.65 8211.63
& Keraka 1190.00 1338.96 1506.56 1695.15 1907.34 214509 8534.09
7  Madhya Pradesh 1069.12 1187.18 1318.27 146384 1625.49 1804.98 7399.75
8 Maharashtra 3226.67 342116 3627.39 3846.04 4077.87 432368 19296.14
9 Orissa 881.62 914.09 947.76 98268 1018.88 1056.41 4919.82
10 Punjab 758.87 82599 899.05 978.57 1065.13 1159.34 492808
11 Rajasthan 916.72 102057 1136.18 1264.89 1408.19 1567.71 6397 54
12 Tamil Nadu 1244.78 1440.69 1667.43 1929.85 223358 2585.10 985664
13 UttarPradesh 2028.80 2307.02 2623 40 2083.16 339227 385747 15163.32
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14 West Bengal 4568.71 4197.42 3856.30 354291 3254.99 2990.456 17842.08
14 Major States 22434.16 23768.65 25319.75 27103.71 29143.69 31465.07 136801.87
Expenditure Category : "Medical, Family Welfare And
Public Health (excluding Watar Supply) "
1 Andhra Pradesh 18979.22 20287.1 21685.13 2317949 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 2581497 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 21508.26 2345317 26467 .40 27654 51 118063.48
6 Kerala 15601.34 16718.53 1791872 19198.63 20573.42 22048.65 96452.94
7 Madhya Pradash 15647.32 16532.83 17468.46 18457.03 19501.56 20605.19 92565.07
8 Maharashtra 20543 .35 31675.67 33561.89 36413.12 39041.26 41859.10 182951.04
9 Crissa 8778.01 951743 10319.14 11188.38 12130.84 13152.68 56308.47
10 Punjab 10996.44 11722.98 12497 52 13323.24 14203.51 15141.94 66B89.19
i1 Rajasthan 14348.73 18371.43 16467.03 17640.72 18858.06 20245.02 88622 28
12 Tamil Nadu 2453713 26547.18 28721.90 31074.76 33620.37 36374.51 156338.72
13 Uttar Pradesh 27680.88 29621.40 31697.85 33920.07 36297.97 3884257 170379.95
14 West Bengal 28342.43 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
Expendttura Category : Other Social Services

Andhra Pradesh 763.08 824 .60 891.10 962,96 1040.62 1124.54 4843.81
2 Bihar 411.41 47251 542,68 £23.28 71584 822.16 3176.47
3  Gujarat 564.22 601.55 641.35 683.79 729.03 777.26 3432.99
4  Haryana 137.57 150.27 164.13 179.28 185.82 213.89 903.39
5 Kamataka 737.25 721.01 705.12 £89.59 674.40 550.54 3449.66
6 Kerala 394.22 436.02 48225 5§33.39 589.95 652.50 269410
7  Madhya Pradesh 34231 392,09 44910 514.40 589.20 67488 2619.67
8 Maharashtra 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 34544 1841.62
10 Punjab 233.07 256.27 281.77 309.80 340.63 374.52 166298
11 Rajasthan 453.03 468.91 485.34 502.35 519.96 538.19 2514.76
12 Tamil Nadu 811.94 Bt1.62 811.30 810.99 810.67 810.35 4054.94
13 UttarPradesh 600.07 677.94 76592 865.31 977.60 1104 46 4391.23
14  Woest Bengal 820.64 860.46 892.42 92557 959.96 99561 4634.03
14  MajorStates 7433.81 7907.94 8437.36 9028.55 9686.80 10426.30 45488,95
Expenditure Category : Socia] Services )
1 AndhraPradesh 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 130939.84 577308.55
4 Haryana 29139.36 31217.06 33451.48 35855.06 38441.28 4122471 180189.59
5 Kamataka 82175.16 88208.72 94718.44 101743.73 109327.47 117516.25 511514.61
6 Kerala 79669.21 8402435 B88735.31 93833.84 99354 .62 10533556 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 22078596 984239.18
9 Crissa 47793.95 52179.66 56382 .08 62241.20 68000.93 74309.44 313713.31
10 Punjab 45072.88 47471.00 50002.80 52676.12 5549925 58481.03 264130.21
11 Rajasthan 65913.02 70880.07 7622450 8197523 B8163.43 94822 67 412065.91
12 Tamil Nadu 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 MajorStates 1287657.86 1376538.48 1472350.62 157566037 1687083.49 1807285.98 7918922.93

"Note : inclusive of expenditure on "Art, Scientific Services, e.l.c.™, "'Urban™ ~ Development™ and "Labour And Employment™ reckoned at actuals.”
Expenditure Category : "Agricuiture, Food, Cooperation, Community Development, e.t.c.”

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 1528980 16792.01 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 B207.38 86567.10 9131486 9631.82 10159.58 10716.27 48296.24
7  Madhya Pradesh 11889.21 13165.71 14579.27 1614459 17877.98 19797.48 81565.02
8 Maharashtra 19731.68 2173063 23932.09 26356.57 29026.67 31967.26 133013.21
3 Orissa 9237.14 9700.70 10187.51 10698.76 1123567 1179951 53622.15
10 Punjab 5226.18 5706.14 §230.18 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  TamitNadu 17603.04 18632.59 1951122 20541.53 21626.25 22768.25 102979.83
13 Uttar Pradesh 28166.81 30576.98 33193.37 3503365 39116.96 42464 10 181385.07
14 Woest Bengal 13822.00 14499.33 15209.86 15955.21 16737.08 17557 .27 79958.75
14 Major States 180434.81 203577.70 217754.75 233055.34 249577.07 267426.57 1171391.4
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Expenditure Category : Animal Husbandry
1 AndhraPradesh 3336.92 355576 3788 .95 4037.44 4302.22 458437 20268.75
2  Bihar 3228.72 3364.16 3505.28 3652.32 3805.53 3965.16 18292.45
3 Gujarat 1857.03 2004.93 216460 2336.99 2523.11 272405 1175368
4 Haryana 1338.89 1443.24 1555.73 1676.99 1807.68 194859 B432.25
5 Kamataka 2411.00 2616.66 2839.86 3082.10 3345.01 3630.34 15513.98
6 Kerala 1464,00 1552.33 1645.89 1745 .08 1850.26 1961.78 8755.33
7 Madhya Pradesh 3031.76 4284.62 46569.16 5088.20 5544.85 604249 25629.32
8 Maharashtra 3932.22 4101.37 4277.78 4461.79 4653.71 4B53.89 22348.54
9 Orissa 2144 37 2308 54 2485.29 2675.57 2880.42 3100.95 13450.77
10 Punjahb 171716 1858.10 2012.77 2179.15 2359.27 2554.29 10564.58
11 Rajasthan 2376.69 2567.05 277266 2694.73 3234.59 349366 15062 68
12 Tamil Nadu 3004.57 3133.81 3268.61 3409.20 3555.84 3708.79 17076.25
13 Uttar Pradesh 3902.20 421695 4557.09 4924 .66 5321.88 5751.14 2477173
14  West Bangal 2871.10 3130.01 3412.26 3719.96 4055.41 4421.12 18738.76
14 Major Slates 37516.73 40138.53 42955.93 45984.19 49239.81 52740.61 231058.06
Expenditure Category :Indusitry And Minerals
1 Andhra Pradesh 725,14 775.76 829.92 8B87.86 949.84 1016.15 4459.53
2  Bihar 1206.60 1194.31 1182.14 1170.10 1158.18 1146.38 5851.10
3 Gujarat 2660.95 2984.39 3347.16 3754.01 4210.92 4722.10 19017.99
4 Haryana 359.04 401.10 44807 500 .56 559.18 624.68 2533.59
5 Kamataka 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 160405 1626.22 1648.70 8021.78
8 Maharashtra 4542.11 5473.37 6595.56 7947.84 9577.38 11541.01 4113516
9 COrissa 596.27 529.36 469.95 417.21 370,38 328.83 211574
10 Punjab 452.34 457.67 483.06 468.51 474.02 479.61 2342.86
11 Rajasthan 2163.77 2099.35 2036.84 1976.19 1917.34 1860.25 9689.97
12 Tami Nadu 3076.94 341058 3780.39 4190.30 4644.66 5148.29 2117422
13 Uttar Pradesh 3426.39 3272.39 3126.31 2984 84 2850.69 2722.56 14955,80
14 West Bengal 2434.29 241215 2390.21 2368.48 2346.94 232559 11843.37
14 Major States 26908.55 28362.76 30120.58 3222871 34747.07 37740.64 163200.75
Expenditure Category : Economic Services
1 AndhraPradesh 33297.96 35498.95 37845.68 40347.84 43015.74 45860.38 202568.60
2 Bihar 22823156 23598.01 24406.70 2524813 26124.88 27038.64 126417.36
3 Gujarat 36330.22 38480.35 40739.02 43178.17 45790.79 48501.05 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 13193.18 13816.81 14485.33 15200.96 15066.08 16783.25 76252.42
7 Madhya Pradesh 25547 31 27771.05 30203.91 32866.28 35780.55 38971.38 165593.14
8  Maharashtra 3627867 39943.12 44047.83 48655.56 53839.37 506684.49 246170.38
9 Orissa 13899.80 14505.16 15343.27 16146.10 17005.85 17925.01 81015.39
10 Punjab 9497.99 10272.37 1111233 12025.40 13016.03 14091.61 60518.35
11 Rajasthan 1477714 16011.76 17386.29 18915.67 20616.51 22507.28 85437 51
12 Tamil Nadu 3620755 38476 .58 40897.80 4348225 4624185 49189.48 218287.96
13 Uttar Pradesh 41130.51 44095.88 47327.40 50846.39 54676.00 58841.33 255787.00
14 West Bengal a3073.46 34963.79 36979.19 39128.18 41419.89 43864.06 196355.12
14 Major States 352913.18 376995.80 403092.26 431388.50 462091.56 455432.36 2169000.49
"Note . Inclusive of expenditure on ""Other Economic Sarvices™ “Water and™ " Power Development Services™ and ~Compensation to Local
Bodies™™ reckoned at actuals.
Expendilure Category : Expenditura On Selected Services
1 AndhraPradesh 180193.77 192748.45 206242.07 220748.04 236345.77 253121.21 1109205.54
2  Bihar 178876.20 192153.13 206582.96 22227862 239356.51 257957.79 1118327.01
3 Gujarat 164044.75 174571.91 185874.32 198016.83 211070.46 225113.15 994646.68
4  Haryana 49263.00 52736.00 56484.09 60531.30 £4903,96 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 159048.06 168918.71 752846.80
7  Madhya Pradesh 158888.20 169974.63 181888.97 194697.74 208473.30 223204.47 978329.11
8 Maharashtra 268281.37 283982.66 300866.71 319043.86 338633.24 358789.92 1802321.38
9 COrissa 21082.87 98121.27 105763.78 114061.74 123071.29 132853.88 573871.96
10 Punjab 74240.21 7817547 82384.97 86880.49 91715.86 96887.21 436054.00
11 Rajasthan 116944.30 126108.01 136049.93 148839.02 158550.86 171268.35 738816.17
12 Tamil Nadu 21982592 235223.91 254005.80 279293.93 20422185 316935.38 1374680,87
13 Uttar Pradesh 335626.70 351335.05 38918265 419354.31 452051.79 487495.42 2109418.22
14  West Bengal 212484.36 225205.01 239026.54 254038.85 270341.29 288043.45 1276655.15
14 Majer States 2321533.07 2481200.53 2653717.27  2840188.10 3041824.54 3259956.09 14276886.52

Note : “Provision for Salary Revision made in ™Expenditure on Setected Services™ only.”
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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 availabilty of detailed data on various
determinants. Inthe case of tax revenues, disaggregated data are
raquired on the various tax base proxies in different States.
Similarly, in the case of expenditures, information on various
quantity 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
expanditures of tha 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 Expendltures ;

BE.3 Thefirst step in the tax and expenditure analysis is to
put the data on a comparable basis both over time and across the
States. The non-uniformity in the presentation of the budgets
amoeng the States necesshitates a proper reclassiication to render
them comparable. While reclassifying, we have laken 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 nof 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. The cess on 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 datafromthe Census are
available for 1981. For the subsequent years, we have taken the
projections made in the "Report 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 astimates 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 1o 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-specific 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 Il, page 339). The fist of hill areas identified by
tha Planning Commission as per 1981 Census is also given in the
latter publication. Our analysis showed that the hill areas so

identified ara slightly larger than the areas identified according to
the 1971 Census, particularly in the Western Ghats region. We
have computed the compound rate of growth of population in hill
areas commanly identified according to 1971 and 1981 Censuses
and applied them to the hill area population figures in 1981 fo
arrive at the estimates of the variable for the period 1981 to 1987.
Similarly, population in desert areas has been identified on the
basis of the list of districts under the Desert Development
Programme given inthe Seventh Five Year Plan document {page
350). By applying the rate of growth of population in the State,
estimate of desert population hasbeen made forthe years 1981 to
1987.

2. Computation of Inter-State Price Index:

B6.6 Conceptually, to estimate the differences 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, raquite 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 cantake a broad view that, although the
woighting pattern is different, differences inthe general price level
relevant for the urban areas can be taken as a proxy for the
differences in the government expenditure deflator. However, in
respect of neither the wholasale 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 baseyear. But it
does not indicate the differences in the price levels prevailing in
these regions at any given time. In other words, the price indices
that are available for different centres or those aggregated for the
States only showtherelative changein prices overtime, but do not
indicate the absoclute difference in prices across these regions.

B6.8 In order to take account of the cost disabilities of
providing public services arising from price diflerences, 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 usis based on the data coilected by the Labour
Bureau for constructing the Consumer Price Index (CPY) for
industrial workers (new series). The basic data drawn from a
survay 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 ail-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 notbeen
compiled for the new seties and the 1986 and 1987 indices were
not provided to us as they were being used to derive the fink
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 Inattemptingtocompare prices across regions, some
important qualifications should be barne in mind. First, there are
differences in the variety and quality of commodities across
different centres/Statas. 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, overcoms this
problem and should be aware that the index we have constructed
may also reflect prica differences due to quality differences.
Second, the price indices may be affected by the extent of public
distribution system prevalent in differant centres.

B6.11 Thefollowing further adjustments inthedata had tobe
resorted to before computing the index of price differences :

(@) In respect of commodities 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.

() The prices were standardised for fixed units 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
Labaur Bureau's CP! were delstad from, or are not
covered by, our inter-State price index. These include
{i) Commodities for which very few centres reported
prices; (i) commodities which had large variations in
quality or could not be standardised for unit prices; and
{ii) 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 upto atleast 75
per cent of the Labour Bureau's price index.

3. Computation of Standard Employees:

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 numbser 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
inthe salary levels can be animporiantiactor causing 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 iead 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 ot States could not supply these
figures,
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B6.14 In the case of some items of expenditures, 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 additional explanatory variable. However, in the case of many
expenditure functions, we could not find arepresentative category
and at the same time, could not take the head count measure of
total number of employees for the reasons meantioned earlier. In
such cases, therefore, we have standardised the numbaer of
employees. For the purpose, we have obtained information on
total salary expenditures under various major heads. Dividingthis
figure for a State by the average salary per employese 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 toc 1986-87. The information on salary
expenditures under different major heads has been taken from
the Subsidiary Points submitted by the States to the present
Commission for the period 1984-85 to 1986-87. For the aarlier
period, 0., 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
1o generate the proportion of salary expenditures under difterent
major heads and the total expenditure on sataries was distributed
accordingly. '

4. Computation of salary levels of employees in the States
over the period, 1981 to 1987:

B6.15 Wheraver 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 reprasentative category in different
States. Salary was taken fo 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 lo the Consumer Price Index, 408.
Woe 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 subsequentto 1982,
we have incorporated them while computing the salary
diffarences. The number of instalments of Dearness Allowance
{DA) paid subsequentto 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 onthe
salary scale in the base year {1982). By dividing the above for
every 8 points in the price index corresponding to the DA
payments subsequentiothe 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
expanditure of the Centre and the States without distinguishing
between the Plan and non-Plan components of expenditure.
However, the assessment of the States' revenua component of
Plan expenditures necessitates the determination of their Plan
size. Plansize and its composition would have to be determined in
an inter-sectorai consistency framework taking into account the
targetted rates of growth, which can only be done by the Planning
Commission. Atthe same time, given that the standards of social
and economic services in the States are generally low and vary
rather widely, it is essantial that we should determine cerain
minimum levels of Plan revenue expenditure in the States to
enable them o augment the standards of these services and
reduce inter-State disparities.

B7.2 Itmay be noted thatthe 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.

B7.3 Asstated in Appendix 5, for determiningthe 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.

B7.4 Ananalysis of the normative non-Plan expenditures on
‘social and economic 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 satistactorily fulfil the
Constitutional obligations and require to be augmantad further. In
fact, many States have not been able to achieve the levels as
stated in the national policy pronouncements. Therafore, we have
lo bear two important issues in mind while determining the
minimum levels of Plan revenue expenditure of the Stalas,
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 (i) 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 sociat
and economic services already achieved in the different States.
The standards of the services can be broadly represented by per
capitarevenue expenditures on the existing services estimated at
justitiable costs. As our normative analysis is done for 1986-87,
standards of services attained uptc the end of the Sixth Plan
pericd are taken account of. The projected expenditures in 1994-
950n these services, therefore, canbetakento 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 scientitic 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 pericd as the starting point. The additional
expenditure iricurred 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 1o their existing levels. Thus, the State with the
lowest per capita normative expenditure on social and economic
sarvices in 1994-95 would have the highest per capita Plan
revenue expenditure and vice versa.

B7.7 inordertodeterminethe shares of the different States,
their percapita 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
difierence in par capita non-Plan expenditures on social and
economic services in 1994-95 between each State and the State
with 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., As. 325, Thus, inthe case of Gujarat, given thatthe
ditference is zero, the Pian 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 ravenue
expenditure1,

B7.8 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 B.7.1.

Notes
1. This can be expiainad by the formula :

(Xh - Xi)

Xh- %)

x 100, where

Scale= 3254

Xi is the per capita normative non-Plan revenue expenditure
on social and economic services in the ith State, X, is the highest
per capita normative non-Plan expenditure on social and
economic services in a State (Gujarat) and X is the lowest per
capita normative non-Plan revenue expenditure in a State
{Bihar),
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TABLE B.7.1
Determination Of Development Expenditure For 1994-95

Per Capita Graduation Per Cent

Normative Scale For Distribution

Expenditure The Range b

For Social Rs. 325

And Economic o

State Services In Rs.425°*

1994-95

(Rupees) (Rupees) (%)
1 Andhra Pradesh 27488 387.84 8.363
2 Bihar 190.89 425,00 12614
3 Gujarat 416.93 325.00 4.448
4 Haryana 290.97 380,72 2111
5 Karnataka 333.89 361.73 5516
6 Kerala 413.21 326.685 3.280
7 Madhya Pradesh 236.44 404.85 8.822
8 Maharashtra 353.86 352.90 8.889
9 Orissa 296.09 378.48 4.005
10Punjab 35232 353.58 2315
11 Rajasthan 24878 399.39 6.182
12Tamil Nadu 410.67 327.77 6.135
13Uttar Pradash 222.74 410.91 19.160
14West Bengal 319.20 368.23 8.160

Major States 291.62 380.43 100.000
Note ; -
*  Computed on the basis of the farmula:
Scale = 325+ M x 100 whare
Xh- X))

Xn raprasents the highast per capita normative expenditure for social and economic services in a State (Gujarat: Rs. 416.83);
XI represents the lowest per capita nonmative expenditure for social and economic services in a State (8ihar: Rs. 190.89); and
Xi represents the per capila mormativa expenditure for social and economic services in ith Stata.

Computed on the basis of the formula :

Share = EFL x 100, where

Sum (Ei*Pi)

Ei represents the per capita davelopmental expenditure in the ith State, and
Pi represents the popuiation in the ith Stata* in 1994-95,
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