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CHAPTER 1
INTRODUCTION

~ Our Commission was constituted by the President
in his Order dated 28&th June, 1972 which is rc-

produced 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
te constitute 2 Finance Commission consist-
ing of Shri K. Brahmananda Reddi, former
Chief Minister of Andhra Pradesh, as the
Chairman and the following four other
Members, nantely :(—

(1) Shri Justice Syed Sadat Abul Masud, Judge,
Calcutta High Court.

(2) Dr. B. 5. Minhas, Member, Planning Com-
mission.

(3) Dr. 1. S, Gulati, Senior Fellow, Centre for
Development Studies, Trivandrum.

(4) Shri G. Ramachandran, Mecmber-Secretary.

2. The Chairman and other Members of the
Commission shall hold office from the date
on which they respectively assume office upto
the 31st day of October, 1973,

3. The Chairman and Members of the Commis-
sion except Dr. B. S, Minhas and Dr. L. S
Gulati shall render whole-time service to the
Commission. Dr. B. S. Minhas shall render
part-time service as Member of the Com-
mission. Dr. I S. Gulati shall render part-
time service as Member of the Commission
until such date as the Central Government
may specify in this behalfl and thereafier he
shall render whole-time service to  the
Commission.

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

(a) the distribution between the Union and States
of the net proceeds of taxes which arc to
be, or may be divided between them
under Chapter I of Part XII of the Cons-
titution and the allocation between the
States of the respective shares of such
proceeds

(b) the principles which should govern the
grants-in-aid of the revenues of the States
out of the Consolidated Fund of India
and the sums to be paid to the States
which are in need of assistance by way of

grants-in-aid of their revenues under arti-

cle 275 of the Constitution for purposes

other than those specified in the provisos
to clause (1) of that article having regard,
among other considerations, to —

(1) the existing practice in regard to deter-
mination and distribution of Central
assistance for financing State Plans;

(ii) the revenue resources of those States for
the five-years ending with the financial
year 1978-79 on the basis of the levels
of taxation ltkcly to be rcached at the
end of the finuncial year 1973-74 ;

(iii) the requirements on revenue account of
those Stales to meet the cxpenditure on
administration taking also into account
such provision for emoluments of Gov-
ernment employees, teachers and local
body employees as obtaining on a spe-
cified date us the Commission deem it
proper in the light of the States’ capa-
city and necds, interest charges in
respect of their debt, transfer of funds
to local bodics and aided Institutions
and other committed expenditure ;

(iv) adcquatc maintenance and upkeep of
capital assets and maintenance of Plan
schemes completed by the end of
1973-74, the norms, if any, on the
basis of which specified amounts are
allowed for the maintenance of different
categories of capital assets being indi-
cated by the Commission ;

(v) the requirements of States which are
backward in standards of general
administration for upgrading the admin-
istration with a view to bringing it to
the levels obtaining in the more
advanced States over a period of ten
years ; and

{vi) the scope for better fiscal management
and econcmy consistent with efficiency
which may be effected by the States in
their administrative, maintenance, deve-
lopmental and other expenditure ;

{¢) the changes, if any, to be made in the

principles governing the distribution
amongst the States of the grant to be
made available to the States in lieu of
tax under the repealed Railway Passenger
Fares Tax Act, 1957 ;



(d) the changes, il any, to be made in the
principles ~ governing the distribution
amongst the States under article 269 of
the Constitution of the net proceeds of
any financial year of estate-duty in res-
pect of property other than agricultural
land ;

(¢) the changes, if any, to be made in the
principles governing the distribution of
the net proceeds in any financial yeat of
the additional excise duties leviable under
the Additional Duties of Excise {Goods
of Special Importance) Act, 1957, on each
of the following commodities, namely :—

(i} coiton fabrics,

(ii) woollen fabrics,

(i) rayon or artificial silk fabrics,
(iv) sugar, and

(v) tobacco including manufactured tobacco,
in replacement of the States’ salcs taxes
formetly levied by the State Govern-
ments ;

Provided that the share accruing to each
State shall not be less than the revenue
realised from the levy of sales tax for
the financial year 1956-57 in that State;
and

(f) the principles governing the distribution
among the States of the grant to be made
available to the States on account of
wealth tax on agricultural property.

5. The Commission may make an assessment of
the non-Plan capital gap of the States on a
aniform and comparable basis for the five
years ending with 1978-79. In the light of
such an assessment, the Commission may
undertake a general review of the States’
debt position with particular reference to the
Central loans advanced to them and likely
to be outstanding as at the end of 1973-74
and suggest changes in the existing terms of
repayment having regard infer alia to the
overall non-Plan gap of the States, their
relative position and the purposes for which
the loans have been utilised, and the
requirements of the Centre.

6. The Commission may review the policy and

arrangements in regard to the financing of
relief expenditure by the States affected by
natural calamities and examine infer alia
the feasibility of establishing a Nationat
Fund to which the Central and State Govern-
ments may contiibute a percentage of
their revenue receipts.

7. The Commission in making its recommen-
dations on the various matters aforesaid
shall have regard to the resources of the Cen-
tral Government and the demands thereon
on account of the expenditure on  civil
administration, defence and border security,
debt servicing and other committed cxpen-
diture or liabilities.

8. The Commission shall make its report by
31st October, 1973 on each of the matters
aforesaid and covering a period of five years
commencing from the 1st day of April, 1974,
indicating the basis on which it has arrived
at its findings and make available the State-
wise criteria adopted in making modifica-
tions, if any, in the States’ forecasts ol
receipts and expenditure”.

2. Dr. B. S. Minhas served the Commission on a
part-time basis throughout. Dr. LS. Gulati served
the Commission part-time upto 31st December, 1972
and thereafter as a full-time Member. The Chairman
and other Members served on a whole-time basis. The
first meeting of the Commission was held in New Delhi
on 14th July, 1972. We adopted rules of procedure
similar to those followed by the earlier Finance Com-
missions subject to minor modifications. We also
approved of the issue of a Press Note indicating the
terms of reference of the Commission and inviting
written Memoranda setting out views and  specific
suggestions from those interested in the matter. A
circular letter inviting their views on matters covered
by our terms of reference was sent to all Members
of Parliament, Members of State Legislatures, Vice-
Chancellors of Universities and leading economists.

3. Even prior to the formal constitution of the
sixth Finance Commission, an Officer appointed on
Special Duty in the Ministry of Finance to attend
to the preliminary work connccted with the setting
up of the Commission, wrote to the State Governments
and Accountants General for supply of material on
matters likely to be of relevance to our work. In the
light of our discussions at the first meeting of the
Commission, a further letter was addressed by our
Member-Secretary to the State Governments asking
them (o furnish us with forecasts of receipts and
expenditure on revenue and capital accounts for the
five years period to be covered by our award (1974-75
to 1978-79). We also requested the State Govern-
ments to supply information on  certain subsidiary
points which have been set out in Appendix Il
Likewise, we also wrote to the Union Ministry  of
Finance to furnish the Commission with forecasts of
revenue and expenditure for the five year period
indicating separately the divisible pool of income-tax
and share in other Central taxes and duties likely to
accrue to the States during the period of our award.

4. At our request, the Comptroller and Auditor
General was good enough to instruct the State Accoun-
tants General to assist us with whatever information
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that may be needed by us from time to time in connec-
tion with our work.  We arc crateful to the State
Accountants General for complying with all our re-
quests for information promptly, despite the fact that
this time the range of information on which we sought
verification through them was far wider than needed
by the earlier Commissions in view of the inclusion
of non-Plan capital accounts of State Governments
also within the purview of our enquiry. The State
Accountants General also readily complied with our
request for verification of figurcs regarding the debt
position of the States. But for the co-operation ex-
tended by them, it would not have been possible for
us to complete our work in time.

5. We could mitiate our round of discussions
with the State Governments only from January, 1973
in view of the considerable time taken by most of the
State Governments in compiling and submitting the
forecasts on revenue and capital accounts in the form
prescribed by us. We thought that it would be an
advantage, if the forecasts were first discussed between
the Officers of the Comumission and the State Govern-
meats.  Accordingly the Member-Secretary of  the
Commission held discussions on various dates with
State Finance Secretaries and other officials deputed
by the State Governments at which clarification was
obtained on a number of points of detai relating to
the forecasts. This preliminary exercise considerably
facilitated the subsequent discussions which the full
Commission held with State Chief Ministers and their
colleagues and senior officials at State headquarters,

6. The dates of the Commission’s discussions with
State Chief Ministers and officials are indicated at
Appendix IV. Tt will be secn that we were able to
visit all Statc headquarters except Imphal. The
Manipur State representatives kindly complied with
our request to come to Shillong for their discussion
with us. At these meetings with the State Chief
Ministers, other Ministers and senior officials of the
State Governments, there was a full and frank exX-
change of views on matters pertaining to our terms
of reference and the requirements of the States and
we are glad to report that these discussions enabled
us to gain a clear appreciation of the special probleims
and the needs of the States. We would like to
acknowledge gratefully the help and co-oparation we
reccived in unstinted measure from State Governments
in all aspects of our work. We would also like to
thank them specially for the hospitality extended to
us during our visits to the States.

7. During our discussions with State Governments
and their officials, State Accountants General were
also generally present.  In most States we also had a
briel session with the Accountants General separately.
These discussions enabled us to form a fair judgment
on the general state of fiscal management in different
States.

8. In many of the State headquarters visited by
us, the representatives of the Press also met the
Chairman and other Members of (he Commission.

These meetings proved helpful to us in appreciating
in a wider perspective some of the local problems
and needs, though obviously we could not indicate
to the Press our responsc to the scveral points in
the Memoranda submitted by the State Governments.
We would like to thank the Press for the keen in-
terest shown by them in our work.

9. In response to the Press Note issued by the
Commission, we received a number of memoranda
from economists, chambers of conunerce, some Mem-
bers of Parliament and State Legislatures and othor
men of public affairs, A list of the crganisations
and individuals who seni memoranda s given in
Appendix IV. Some of the economists and other
individuals and organisations also met us either in
New Delhi or in the State headquarters during our
visits and gave us the benefit of their views, A list
of individuals and organisations who met us is given
in Appendix VI We wish to record our apprecia-
tion of the trouble and time taken by them in pre-
paring and submitting memoranda to” us  and  for
giving us the benefit of thcir valuable advice on
several issues of great importance in Union-State
financial relations.

10 After completing our round of discussions with
the States and analysing the material presented to us,
we held consultations with officials of the Ministry
of Finance led by Shri M. R, Yardi, Finance Sec-
retary and Shri H. N. Ray, Secretary (Expenditure)
on the forecasts of receipts and expenditure of the
Central Government presented to us by the Ministry of
Finance and on other matters pertaining to our terms
of reference. This meeting proved helpful in obtain-
ing elucidation on several issues having a bearing on
the resource position of the Central Government and
other matters relevant to our enquiry,

11. We also thought that it would be useful to
have similar discussions with the Deputy Chairman
and Members of the Planning Commission. We sent
them in advance a short note setting out some of the
more important issues on which we felt that the
views of the Planning Commission might prove of
benefit to us. But, unfortunately, that meeting could
not take place.

12. The Chairman and other Members of the
Commission wish to plece on record the decp sense
of appreciation for the utmost devotion of our Mem-
ber-Secretary, Shri G. Ramachandran, in the discharge
of his very onerous duty. But for his untiring efforts,
the Commission would have found it difficult to com-
plete its work in time. It has to be remembered
in this connection that the terms of reference of our
Commission are far wider than those of the earlier
Commissions involving, among other things, the as-
sessment of non-Plan capital gaps of the States and
revision of the terms of repayment of Central Ioans
outstanding against the States. We wish to acknow-
ledge the very uscful and efficient work done by ihe




officers and members of our staff. The main brunt
of handling the voluminous correspondence with State
Governments and Central Ministries and of providing
guidance to the research staff was borne by the two
Deputy Secretaries—Sarvashri A. G. Krishnan and
R. K. Mukherji and we thank them for their exemp-
lary devotion and dedication to work. Shri 8. D.
Srivastava who was Joint Secretary of the Commis-
sion for about six months in the initial stages of our
work played a notable part in the preparation of
background papers for the reference of the Commis-
sion and in organising the work of the Commission
on proper lines. Dr. K. N. Reddy, our Joint Director,
whose services we specially obtained from the Uni-
versity of Baroda, was of great help to us in analysing
the economic issues having a bearing on our terms

of reference. Our team of Senior Rescarch Officers
consisting of Sarvashri M. L. Sastry, B. L. Bansal,
P B Dhawan, R. D. Gupta and Rescarch Officers,
Sarvashri B. R. Kharbanda, S. P. Sharma, K. D.
Kaushik and Manohar Lal, did excellent work in the
collection and processing of the voluminous data on
the basis of which alone we could make a propet
assessment of the needs of the States on revenue and
capital account. We owe a special debt of gratitude
to them for the diligence and care with which they
attended to this important area of our work. Our
Superintendents—Sarvashri M. N. Bajpai and J. P.
Kapoor—and the staff under them provided efficicnt
secretarial assistance. QOur personal staff also carried
out the duties assigned to them to our entire satis-
faction.
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CHAPTER 11

UNION-STATE FINANCIAL RELATIONS:
OUR APPROACH

The purpose of the Finance Commission, as en-
visaged in the Constitution, is primarily to facilitate
4 periodical asscssment of the fiscal needs of the States
and the formulation on an objective basis of propo-
sals for transfer of resources from the Centre to the
States through devolution of taxes and grants-in-aid,
But an incidental and by no means insignificant ad-
vantage of the appointment of a Finance Commission
has generally been to rekindle interest in issuss per-
taining to financial relations betwecn the Centre and
the States and to promote an calightened national
debate on the several facets of our federal fiscal set
up.  We have had the benefit of being able to draw
on the ideas, concepls and analytical tools cvolved by
the cuarlier Commisstons. The implications  of  the
several provisions of the Constitution governing the
financial relations between the Union and the States,
the new trends in federal finance set in motion by the
cstablishment of the Planning Commission as a major
agency for canalisation of resources for the financing
of State Plans, and other related issues have received
claborate treatment at the hands of the earlicr Finance
Commissicns and also the  Administrative Reforms
Commission and its study teams. We do not consider
it necessary to traverse the ground covered by them.
In indicating our gencral approach to leading issues
of current interest in the sphere of fiscal relations bet-
ween the Union and the States, we feel that it would
be more purposciul if we confine ourselves to delineat-
ing certain dircctions in which, in our judgment new
initiatives need to be attempted, without of course
disturbing too violently the dclicate framework that
has bheen painstakingly evolved in the last 25 years.

2. Among the variovs federal polities in the world
today, the Indian federal fiscal system, whether one
views it as federal or quasi-federal, is  undoubtedly
among the few that have demonstrated remarkable
resilience in coping satisfactorily with the new de-
mands made on it from time to time. The provisions
of the Constitution concerning financial  relations
between the Centre and the States scem to have been
designed with great cure and circumspection so as to
forestal precisely the kind of difficulties that cven the
older federations do not appear to have overcome in
securing closer correspondence between resources and
functions of the different lawyers of  Government.
These obscrvations should not be construed as implying
that the present matrix of financial relations between
ihe Centre and the States does not admit of improve-
ment or simplifications, All that we would like to
stress is that the financial provisions of our Consti-
fution give encugh roem for reconciling sach conflicts
of interest as mav arise from time to time between the
Union and the constituent units. Tf despite these well
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conceived provisions of the Constitution, some signs

of dissatisfaction are discernible in the actual conduct
of financial affairs between the Cenire and the States,
the reasons are to be found partly in the stresses and
strains which the national economy as a whole has had
to face in recent years and also perhaps in the spirit
in which the provisions of the Constitution have some-
times been worked.

3. W must bear in mind that the country as a
whole and every part thercof has gained significantly
from the maintenance of a vast unified market within
which there is frce movement of goods and men. Hav-
ing regard to the trends all over the world cven fol
independent political entitics to come  together to
forge closer cconomic links in the form of common
markets and cconomic groupings, our best hopes of
accelerated cconomic development lic in the further
strengthening of our national market and in the pro-
motion of fiscal arrangements that are most conducive
to the effective functioning of this market. Given this
basic fact, there can be no room for argument that
the levy and administration of taxcs with wide econo-
mic base such as income tax, corporation tax, union
cxcise dutics and of course also impoert and  export
duties will have to remain with the Union Government.
In fact the architects of our Constitution drew on the
experience of some of the other federations in which
the assignment of taxes with wide economic base to
units had Ted to intractable problems of conflicting
tax jurisdictions. They wisely averted the possibility
of such conflicts by assigning such taxes right from the
beginning to the Union Government. At the  same
time, the framers of our Constitution rightly allocated
to the States’ subjccts such as agriculture, cducation,
medical care, public health, irrigation and law and
otder that touch intimately the lives of the pecople.
These can be efficiently administered in a vast country
only by the State Governments who arc closer to the
pcople and are more keenly alive to their problems
and neceds.  The heads of revenue and responsibilities
were distributed on the basis of whether the Centre or
the State was better equipped to deal with the parti-
cular head. It was however realised that the delimita-
lion of resources and functions on this basis would
call for appropriate corrective measurcs to bring about
better correspondence between resources and respon-
sibilities of the two tiers in our federal set-up. That is
why, the Constitution embodies both mandatory and
cnabling provisions for facilitating a wide ranging
transfer of resources from the Centre to the States. It
is not necessary for us to spell out at any great length
the several devices that have been imaginatively in-
corporated in the Constitution for this purpose. These
have heen dealt with adequately in the reports of



the carlicr Commissions. Bricfly stated, the Constitu-
tion provides for transfer of resources from the Cen-
tre to the States in the following forms :—

(i) Through the levy by the Centre, but assign-
ment in whole of the proceeds of certain
taxes. (Article 269 of the Constitution).

(i1) Through mandatory sharing of the proceeds
of income-tax (Article 270 of the Consti-
tution).

(1ii) Through permissive participation in the pro-
cceds of the union cxcise duties  (Article
272 of the Constitution),

(iv) Through statulory prants-in-aid of the reven-
ues of the States (Article 275 of the Consti-
tution).

(v) Through grants for any public purpose (Ar-
ticle 282 of the Constitution).

Apart from these provisions pertaining to assistance
on revenue account, the Centre of course has also the
power to grant loans for any purpose to the State
Governments under Article 293 of the Constitution.
The Constitution does not merely mark out the chan-
nels through which resources can flow from the Cen-
tre to the States; it also provides for a machinery for
regulating the flow of resources in the form of the
Finance Commission. The fact that the Planning Com-
mission has come into prominence in the last two de-
cades as another channel! for resource transfers does
not in anyway detract from the efficacy of the provi-
sions embedied in the Constitution. The advent of eco-
nomic planning has only further strengthcned the bonds
of financial kinship between the Centre and the Statcs
and has underlined, even in a more pronounced man-
ner than envisaged in the Constitution, the common
stake that the Centre and the States have in the pro-
per utilisation of the resources of the nation as a
whole. It may be stated that the Planning Commission
has emerged as an effective instrument for raising
the scale of transfer of resources from the Centre to
the States. The following table highlights the steadily
rising trend in the transfer of resources from the Union
to the States :—

(Rs. crores)

Resources iransferred  Other  Total
through trans-
. A y fers
Finance Planning
Commission Commission

1951-=-56 47 880 104 1431

1956—61 918 1344 606 2868
1961—66 1590 2738 1272 5600
1966—69 1782 1917 3415 7114
1969—74 5316 4230 5307 14853
Total 1951—74 10053 11109 10704 31866

6

4. These figures can of course be interpreted in
two ways. They can be looked upon as an indication
of the increasing dependence. of the States on the
Centre and therefore symptomatic of an unhealthy
development in our federal polity, But a generous
interpretation would be that despite the centralisation
of resources inherent in a growing economy, the
Centre has responded to the cxpending necds of the
States and thereby cnsured the use of national resour-
ccs in a decentralised fashion.

5. 1t may be worthwhile at this stage (o pause and
examine why, notwithstanding this rise in the flow of
resources from the Centre to the States, there have
still becen complaints about the working of the federal
financial arrangements and why, in particular, critical
references are being made frequently to centralisation
of resources and responsibilities and diminution of the
role of the Statcs. May be, some of these complaints
have political overtones. But during our visits to the
States and the wide ranging discusstons we had with
the Chief Ministers, other Ministers and scnior Civil
servants, it was heartening to lind that despite grie-
vances about inadequacy of resources, there was a
deep and abiding sense of commiiment to the concept
of national unity. There was afso sufficient awareness
of the need to view local problems in the broader
national perspective. It is also generally realised that
problems which individual States face cannot be
solved, unless the nation as a whole is made econo-
mically strong and unless cach State is prepared to
bear its due sharc of the burden that the pursuit of
the national objectives of economic growth with social
justice calls for. It, therefore, becomes all the more
necessary to probe the causes for the lingering dis-
content on certain aspects of the fiscal arrangements
between the Centre and the States and initiate correc-
tive action.

6. Before we deal with some of the grievances which
are rcal and call for redress, it may be convenient to
refer to and dispose of some of the superficial cri-
ticisms of the existing federal fiscal sct up. It is often
cited as the major drawback of ths present fiscal
structure that while the Centre has all the clastic
sources of revenue, States’ revenues are comparatively
inelastic. As pointed out carlier, given the compul-
sions of national economic integration, the present
division of heads of revenue between the Centre and
the States does not seem to admit of any significant
change. The relative clasticity of Central resources
cannot by itself constitute any ground for legitimate
complaint, as Jong as there arc almost automatic
mechanisms for canalising resources to the States for
meeting all their genuine needs. It is our belief that
such arrangemcents are feasible within our Constity-
tion and if necessary can be further improved upen.
While it is undoubtedly true that the Central tax re-
venuzs have grown at a faster rate than those of the
States, the variations in the pace of growth of State and
Central revenues are not of such an order as to permit
any sweeping generalisation. Since 1950-51, the State
fax revenucs have registered an increase from
Rs. 221,55 crores to Rs. 1891.91 crores in 1972-73.
In other words, the State tax revenues have risen
about nine-fold. As against this, the Central revenues



have risen from Rs. 40451 crores in 1950-51 to
Rs. 4537.7% crores in 1972-73 or in other words, they
have risen about eleven-fold. 1t should be mention-
ed that these are gross figures. I the Central trans-
fers to the Stutes through sharcable Central taxes are
lhen ialo socount, the Stnle toe revenues would have
increased cleven-fold as against only a ninc-fold rise
in Central tax revenues net of transfers to the States.

7. b ommy be relevant  to moention ihat i State
Govermments had been less reluctant o wop the rural
sector and particularly had secared reasonable returns
on investrients in irrigation and power projects, the
State revenues would have grown at a faster rate.

8. In our view the ditlicultics which have been
expericnced from time to time in the field of Centre-
State financial relations are oot duz primarity 1o the
particular pattern of distribution of resources as laid
down in the Constitution. The root cause for dissa-
tisfaction among the States is to be found in the fact
that the rate of growil of cur cconomy has not been
fast cnough to meet the rising expectations of our
people.  We have also not exploited fully our potential
for resource mobilisation.  We would therefore urge
that attention should be focussed on how best the
various instruments in the fiscal armoury of the Cen-
tral and State Governments can be further ‘sharpened’
and adequate resources raised for social and economic

development.

9. A satisfactory and enduring solution to  the
problem of Centre-State relations  cannot be found
cxeept through a vigorous and concerted drive against
tax evasion, tax avoidance and waste and ¢xtravagance
in public expenditure. Tt is equally important (o
ensure afl round efficicney in the deployment of pub-
lic funds including in particular, investments in produc-
five enterprises in the public sector.  In other words,
sound fiscal management holds the key to the evolu-
tion of harmonious and fruitful fiscal rclations bet-
ween the Centre and the States.

10. There are large arrcars of taxes both at the
Cenlre and the States.  Investments in industrial and
commercial enterprises of the Centre have failed to
sencrate the surpluses out of which fresh resources
for expansion of our cconomy could have been found.
The record of the State Governments in this regard,
as analysed in greater detail in the Chapter on Fiscal
Management, is also poor-

[1. While under the Constitution, the Cenire and
the States have their own distinet responsibilities and
resources, the advent of cconomic Planning and the
establishment of the Planning Commission have  ini-
tiated cortain new trends in the conduct of inter-
governmental relations.  Economic and Social Plann-
ing is an item specifically mentioned in the Concurrent
List. It is this entry which, among other things,
gives the Centre (he necessary sanction for the for-
nolation of o nationzl Plan, A national Plan has
necessarilv to comprchend the cntire range of deve-
lopmental activities, cutting across the delimitation of

powers between the Centre and the States. In this
process, the Government of India and the Planning
Commission have acquired a voice cven in matters
recogaised to be within the jurisdiction of the States.

12. The State Plans are formulated in conformity
with the objectives of the national Plan. This con-
formity is sought to be secured through an claborate
provcss of consuilutions gt different Jevals and. more
importantly, through Central assistance for the  State
Plans. This has brought about such close financial
interdependence between the Centre and the States,
that it is by no means an exaggeration to say that the
Centre can be financially only as strong as the States
and vice versa. The task of a Finance Commission,
in this changed context, ought to be one of setding
the optimal distribution of the resources of the public

.

sector between the Centre and the States. <

[3. The distribution of national resources as bet-
ween the Centre and States has to be conecived not
in stalic but in dynamic terms. It should have duc
regard to the relative priorities of the different sectors
from time to time. It s misleading to speak in terms
of redistribution of resources between the Centre and
the States. It will be more appropriate to view the
problem as one of distribution of available resources
as between the subjects coming constitutionally within
the compeience of the Centre and those coming within
the purview of the States. In a sense, we have already
become accustomed to this approach of looking at the
distribution of national resources as between different
sectors of development, rather than as between Centre
and States, in dealing with Plan outluys,

14. In the spherc of plamning. there is a growing
realisation that the Central and State Plans reinforee
cach other and tegether subserve cortain widely shared
cconomic and social  objectives. But unfortunately,
and presumably because of  the present unrealistic
distinction between Plan and  non-Plan, a similar
healthy approach is not being brought to bear upon
the allocation of resources between the Centee and
the States when it comes to assessing the nen-Plan
requirements.

15. In taking a view on the guantum of resources
to be tansterred to the States,  we  have therefore
borne in mind the relative prioritics to be assigned
in the present context to services coming within the
purview of the Centre and the State Governments. In
reviewing the forccast of resources of Central Govern-
ment, as presented 1o us by the Union Ministry of
Finance, we cannot heip observing that there are some
arcas in which. given the right policies and the requi-
site determination, savings on a signilicant scale can
he effected, thus liberating more resources for meeting
the pressing needs of the States.  Inour scheme of
devolution of resources (o the States, we have taken
the view that the resources belong to the nation and
they should be applicd at points where they arc most
needed.



‘increase in social consumption

16. The Approach to the Fifth Plan has recognised,
among other things, the importance of an appreciable
for eradication of
poverty. In concrete terms, this approach calls for
larger allocations for education, medical care, public
health, and welfare of Scheduled Castes and Scheduled
Tribes and other backward classes and the like than
in the past. This in turn entails provision of additional
resources to the States in general and to the States
that have lagged behind in these sectors in particular.
We found that cven in a State like Punjab, with the
highest per capita income in the country, the outlay
on certain essential social services was very low in
per capita terms. 'The position in some of the back-
ward States is far worse. ‘The enlarged devolution of
resources from the Centre to the States, which our
proposals involve should therefore be viewed in the
light of the new orientation that is sought to be given
to our Plan strategy. When the emphasis is on social
justice, there is no escape from a realignment of re-
sources in favour of the States, because services and
programmes which are at the core of a more equitable
social order come within the purview of the States
under the Constitution.

17. It is also nccessary to stress that the transfers
we have proposed look large in absolute terms partly
because, of the 21 States now in existence, quite a
few are very small in terms of area and population
and have virtually no resource base of their own. The
result is that almost all theie requircments, which are
not inconsiderable, have to be met in entirety through
Central devolution. 1t may be relevant to mention in
:his connection that of Rs. 9608.85 crores sought to
be provided to the States through shareable taxes and
grants-in-aid in terms of our award, Jammu and
Kashmir, Himachal Pradesh, Tripura, Manipur,
Meghalaya and Nagaland amongst them accounting
for only 2.26 per cent of population absorb Rs. 919.73
crores or 9.57 percentage of aggregate transfers.
We are making these observations not because we
consider the needs of these States to be unreasonable,
but only in order to stress the point that the main bur-
den of supporting the administrative apparatus of
these six States would in effect have to be shouldered
by the Centre. In comparing the magnitude of the
devolution made by us with that of the last Com-
mission, it should be remembered that of these six
States constituting a special category, four came into
existence only recently and their needs are being dealt
with by the Finance Cormmission for the first time.

18. The guestion of aliocation of resources between
the Centre and the States is one which cannot be
viewed in isolation from the allied issue of the rela-
tive shares of the States in the pool of national re-
sources. It is in this context that the need for using
the mechanism of fiscal transfers from the Centre to
the States as a means of redressing regional imbalances
acquires special significance. Due to various factors,
some of which have been operative even from the
period prior to Independence, certain States have
forged ahead of the rest in terms of social and eco-
nomic progress. We should however hasten to point
out that these disparities between the different States,

adjudged in terms of per capita income, are far less
pronounced in our country than in some of the other
federations. It may be noted that Punjab has a per
capita income of Rs. 953 as compared with Bihar
with Rs. 389; the ratio of disparity being less than
2.5:1. But even these disparities, when the absolute
levels of per capita income are very low, cannot be
ignored- We have, thercfore, accorded due priority
to the need for correction of disparities among the
States in our scheme of devolution, But the part which
the Finance Commission can by itself play in bring-
ing about a reduction in disparities in per capita
incomes of States cannot be as significant as those of
other agencies concerned with allocation of Central
resources and formulation of Central policies. Policies
such as those relating to allocation of Central assistance
for State Plans, location of Central industrial and
other projects, lending policies and procedures of
financial institutions and norms for industrial licencing
have probably more important and pervasive influence
in correcting or accentuating rcgional imbalances.

19. In this connection, we cannot help observing
that imbalances also exist among diffcrent areas within
individual States themselves. In our view, the ecven
development of the different areas within a State can
be ensured only through a significant measure of de-
centralisation of powers and resources in favour of
local bodies at district, block and village levels. While
notable advance has been made in certain States in
building up active local government, most of the States
have allowed their local bodies to languish without
any reasonable measure of delegation of powers or
resources.  We  would strongly urge that the States
should set up suitable Committecs to review urgently
the existing state of finances and powers of their local
bodies. A time-bound programme should be drawn
up and implemented, keeping in view the special
needs of the backward areas within the States. In
transferring resources from the Centre to the States,
the Finance Commissions have been largely guided
by the consideration that in our vast country, people’s
needs can be effectively attended to only by the
agencies close to them and in thé functioning of which
they are fully involved. This ideal which has inspired
the Finance Commissions in proposing transfer of re-
sources from the Centre to the States can find its full
consummation only if the States also in their turn
realise the imperative need to transfer resources and
powers to local bodies.

20. While the problem of regional imbalances may
be less acute in our federation than others in terms
of differences in per capita income, the disparities
between the States are sharper when assessed in
terms of the relative standards of essential adminis-
trative and social services. Thus, for example, while
the per capita expenditure on education in Bihar was
Rs. 8.86 in 1971-72, it was as high as Rs. 31.03 in
Kerala. Likewise, the expenditure on medical care
and public health was Rs. 3.11 per capita in Uttar
Pradesh in 1971-72 as compared with Rs, 8.33 in
Tamil Nadu. In our judgment, far greater priority
has to be assigned to the abridgment of disparities in
essential administrative and social services particularly



in the present context when emphasis is rightly bgmg
faid on helping the weaker scctions of society.  Cor-
rection of these  disparitics comes clearlv within the
purvicw ol the Finance Commission.  What is cven
mere important. diffeeences in fevels of public expen-
diture on vital scetal services can be climinated within
a sherter time span than the differences in per capita
mmcomas which are determined by various fuctors, not
so casily emeaable o contrel. While the carticr Com-
missions had assessed the requirenrents of States large-
iv oo the basis of maintenance ol admiuistrative and
social services at whatever levet obiained in the basc
year in cipch of the Siates, we have sought to raise the
provision for some of the adminstrative and social
scrvices upto the national average  in the backward
Stites. We hepe that in deing so we have broken
new grouad in Indian federal finance.

21, While we have sdopted pepulation as the domi-
nant factor i the  distribution  of sharcable taxes.
weightage has been given 1o 4 limited extent to the
factor of contributien in the case of inceme-tax and
backwardness in the distribution of  Union excise
dutics,

22. The special difficultics ol backward States have
been given further recogaition and in particular we
have given them access, for the first time, to resources
oir & liberal scale to come up to the national average
i tmportant administrative and social services.  This
approach in c¢ur view  cnsures  a fair deal to the
advanced 25 well as the backward States.

23. 'The overall transfer of resources  resulting
from our recommendations has to be viewed in the
proper perspective. A part of the grants-in-aid pro-
posed by us under Article 275 of the Coanstitution
is for purposes of equalisation of administrative stand-
ards. A significant portion of this grant  relates to
raising the level of social services and should  be
used for the expansion of these services. With  all
the cmiphusis at our command, we wish to state here
that effective mechanisms must be evolved 1o sce that
the funds provided by us for those scrvices are  not
diverted to other purposes. If this is ensurcd, the dis-
paritics in Plan outlays among the different States can
be kept within a narrower range than in the past and
cvery State will be enabled to have a plan of reason-
able size.

24. The growing indebtedness of the States to the
Centre and the significant diminution in the net How
of resources from the Centre to the States on capital
aceount have caused great concern in recent  years.
The Central and the State Governments alike ~ have
been anxious to seek a satisfactory solution to  this
problem. The reference of this problem to the Finance
Commission cnables us to take a total view of the re-
verue and capital accounts of the States and devise
some remedies, We have owtlined the priuciples of
debt reliel in detail in the relevant chapter. Tt might
suflice to mention here that while our objective has
been 1o give some relicl to all the States, in the case
of States with relatively heavier burden of debt, we
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have rccommended debt relief on a di::,c.riminatory
basis with reference to certain principles. 1f in the pro-
coss solne States emerge with suipluses on non-Plan
capital account, it cannot be helped. in fact, some of
the States would have had such surpluses even without
any re-scheduling of debt. We gave very carcful con-
sideration to the question whether there was need and
scope for any significant conversion of  outstanding
Central loans into grants and 1or reasons cxplained in
greater detail in the concerned chapter, decided against
any such conversion. It is only nccessary to mentron
here that in adopting this cowrse, we have been largely
influenced by the consideration that any such con-
version would impede the reverse How of resources
from some of the relatively advanced States to the
Centre and thus impair the latter’s capacity to redirect
larger resources 1o the relatively  backward  States.
While it is true that conversion ol cutstanding Central
loans into grants would make no material difference
ey the resources position of the nation as a whole, we
felt that the Centre should not be deprived of  the
leverage it now has for adjusting the fow ol resources
in such a way as to promote balanced development of
ditferent regions of the country.  The debt outstanding
between the Centre and the States could be looked
upon as a revolving fund fed by the payments duc
from the past beneficiaries and drawn on by those
now in nced,

23, Our survey of trends in evolution of Cenire-
State financial relations has revealed that on the whole
helptul and co-operative solutions have been  found
for the problems as they have avisen. But if despite
this, a feeling still persists that the States have not had
a fair deal, it would seem (o be due not to any basic
deficicneics in the Constitutional set up. but perhaps
to the style of lunctioning of Central Ministries  at
times. The role of the Central Ministries s primarily
one of leadership, guidance and coordination in the
ficlds which arc Constitutionaily within the sphere of
the States. While States should be only glad o draw
on the expertise available with the Central Ministries
i solving their problems, the fullest measure of lati-
tude should be given to the States in shaping their
Plans and programmes (o suit their needs, as long as
national priorities are not lost sight of. The Central
Ministrics should increasingly transform  themselves
mnfo expert, specialised agencics for providing guidance
to the States on problems which they cannot  tackle
with their limited technical and other resources. They
should ccase to encumber themselves with routine ad-
ministrative and supervisory functions  which only
annoy the States and result in avoidable duplication
of effort and expenditure. Provisions for  Centrally
sponsored schemes pertaining o subjects coming with-
in the jurisdiction of the States should be cousiderably
pruned. This has also been repeatedly urged by the
National Development Council. These  observations
apply not merely o Central Ministriscs, but also  to
their agencies such as the University Grants Commis-
S101.

26. In the course of our discussions, we gathered
the tmpression that many States felt aggrieved about
the spirit in which the Centre had interpreted certain



provisions of the Constitution. Some of these griev-
anges have been referred 1o in the succeeding chapters.
Reference may be made in this connection to  the re-
placement of tax on Railway passenger fares by a
fixed lump sum grant, the changes iniroduced in the
scheme of taxation of Companies in 1959-60, the cx-
clusion of advance income tax collections till recently
from the shareable pool of income-tax, and the recent
imposition of auxiliary duties of cxcise on non-share-
able basis. We would only like to point out that there
could be a significant improvement in thc climate of
Centre-State fianancial relations, if decisions that affect
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the revenues of the States are taken after the widest
possible measure of consultation. The spirit under-
lying Article 274 of the Constitution would also seem
to call for such consultation. It is perhaps the absence
of such consultation and the consequent lack of com-
prehension of the dificulties of the Centre that is
fargely responsible for the feeling of dissatisfaction
among the States. [f the process of consultation bet-
ween the Centre and the States on fiscal issucs is placed
on a systematic basis and speedy decisions are taken
in the light of these consultations, a good deal of
this type of dissatisfaction would disappear.



CHAPTER 1
INCOME-TAX

Taxes on income, other than agricultural income,
though levied and collected by the Government ol
Fadia, are compulsorily sharcable between the Union
and the States under Articie 270(1) of the Copsl:t_u—
tion. The proceeds attribuiable to Union Territories
and taxes payable i respect of Union emoluments, as
alse any surcharge which may be levied for purposes
of the Union arc kept out of the divisible puol by
airtue of the pravisions containzd in Articles 27002
270(3), 270(4), and Article 271 of the Constitution.
These Articles, when read with Articte 280(3) o
the Constitution, cast the following responsibilities on
the Finance Comntissions 1—
(i) Dctermination of the percentage of the nct

proceeds of income-tax (2xclustve ol Cor-
poration tax, proceeds attributable to Union
Territorics and taxes payable in respect o
Union emoluments) to be assigned to  the
States.

(ii) Fixation of the sharcs of cach of the States
in the divisible peol.

(iii} Asscssment of the percentage of the net pro-
ceeds which the Union should be allowed to
retain with itself as proceeds attributable to
Union Territories.

2. The assignment of the net proceeds of income-iax
to the States, which was fixed by the Firet Finance
Commission at 55 per cent, was enlarged progressively
by the succeeding Commissions and placed at 75 per
cent by the Fourth Finance Commission. The Fifth
Firance Commmission retained the States’ share of the
net proceeds of income-tax at 75 per cent, despite
the request of many State Governments Jor further
enchancement. The Commission refrained from recom-
mending  upward  revision  of States’ shares, among
other things, on the ground that for the period covered
by their award, the proceeds of the income-iax distri-
butable ameng the States would for the first time be
inclusive of advance tax collections and that this
change would have the cifect of augmenting the divi-
sible pool.

3. Almost ail the States have again pleaded before
us for a significant incrcase in the divisible peol of
income-tax.  Some of the States—Andhra  Pradcsh,
Orissa and Punjab—have argucd that the entire net
procecds of income-tax should be divided among the
States. Kerala proposed an increase in the share  of
the States to 95 per cent. Other States have also pres-
sed for augmentation of the divisible pool ranging
from 80 per ment to 90 per cent. In justification of a

further increase in the Statss” share o income-tax,
e Sities have pur forward two mais arguments —

permanent
recent
the
the

3y The confmuanes, almost o a
basis. of Union surcharge and iis
cnchancement have ‘n offect enlarged
Comre’s ~hare of the net proceads of
meonic-lax at the expense of the States.

(i) !

71 of the Censtitution, the Centre is ¢n-
4 devy g osurchwrge esclusively for
nurposes of the Union, the [evy of such a
surcharge should be onlv a transitory phe-
nomenon. In their view, the continuance of
surcharoe as o permancit clemeat of  the
meome-tax rate structure wis  against the
st the nravialony o

N ! - N
un Wonot the fedter, of

the Consiitution.

4, The State Governments have also contended tha
the exclusion of income-tax paid by Companies from
the divisible pool since 1939-00 has deprived them of
a source of rcvenue that is hoand to he far more
clastic than mcome-tax, The incomz-tax poid by Com-
panies just before its exclusion in ]1959-60 from the
divisible pool stoed at Rs, 68.81 creres. But for the
changes made in pursuance of the Finance Act  of
1959, it would have risen to Rs. 2325 crores by
1969-70. Almost all the State Governments have gone
a step further and argoed that the Commission should
recommend that Corporation tax  should  also be
brought within the divisible pool through an amend-
ment of the Constitution. They noinfed out that  in
1950-51 when the Constitution came into force, the
yietd from Corporation tax was only Rs. 40 crorcs
as against Rs. 133 crores [rem inconie-tax. whercas
in 1$73-74 Corporation tax is cstimated to vield
Rz, 608 crores as against Ks. 050 crores from income-
iax. State Governments have argued that it the framers
of the Constitution had anticipated these trends in the
retative rotes of growth of meome-tax ang Corsora-
tion tax, it is extremely unitkely that they would have
kept the Corperation tax out of the divisible pool,

5. In view of the explicit provisions of the Consti-
tuiion, we are precluded from recommending the in-
chusion of the surcharge on incomie-tax for Union pur-
poses and the Corporation tax in the divisible pool.
Huei having regard 1o the ncar unanimity in ihe views
expressed by the State Governments, we would suggest
that the question of bringing Corporation tax within
the divisible pool be brought up for cxamination be-
forc the National Development Councit, There is oo
coasen to arprchond that the nctusion of Corporo-
fion tax in the Tist of sharcable taxes would fpso facie
upset seriously the relative balance hetween Central




and State resources. The States’ share of the combined
divisible pool of income tax and Corporation  tax
could be fixed at a suitably fower Icvel that takes note
of the cssential needs of the Centre.

6. As regards the States’ share of the net proceeds
of income tax, we agrec with the earlicr Commissions
that the Centre which is responsible for the levy and
collection of the income tax should continue to have
a significant interest in it. But there are also certain
other factors which should be taken into account.
The Union surcharge was raised from 10 to 15 per
cent in 1971-72. The addition of advance tax col-
lections to the divisible pool, including a sum of
Rs. 270 crores representing the unadjusted balances
of advance tax collections up to 1966-67, had resulted
in a very appreciable increase in the resources accru-
ing to the States from their share of the income tax
during the period covered by the award of the Fifth
Commission. The arrear c¢lement due to advance tax
collection of earlier years has now disappearzd. Having
regard to these and other considerations, we feel that
there is a good case for a modest increase in the
States’ share of the divisible pool of income tax. We,
therefore, recommend that the States’ share of the net
procecds of income tax be raised from 75 to 80 per
cent during the period covered by our award.

7. As regards the manner of distribution among the
States of the percentage of the net proceeds of income
tax assigned to them, the views of the States are
understandably divergent. While some of the relative-
ly advanced States such as Gujarat, Maharashtra,
Tamil Nadu and West Bengal have pressed for a
higher weightage for the factor of contribution ranging
from 40 per cent to 50 per cent against 10 per cent
at present, the other States have urged that the net
proceeds of income tax should be distributed wholly
on the basis of population. Some of the States have
also suggested weightage for other factors such as
area, propertion of Scheduled Castes and Scheduled
Tribes population. Uttar Pradesh has urged that while
75 per cent of the proceeds may be distributed on
the basis of population, the balance of 25 per cent
should be distributed only among those States whose
per capita income is below the per capita national
average. .

8. All the successive Finance Commissions so far
have recognised population and contribution to be the
only two relevant factors in the distribution of the
proceeds of income tax among the States, though they
have differed on the relative weightage to be accorded
ta these two factors. None of them has taken into
account other considerations such as cconomic back-
wardness, area and proportion of Scheduled Castes
and Scheduled Tribes population. We endorse this
approach of the carlier Commissions both because
there arc advantages in our complex federal system in
maintaining a reasonable measure of stability in the
principles of distribution of shareable taxes and also
because we are seeking to mitigate the economic dis-
abilities of some of the States through weightage for
relative economic backwardness in the distribution of
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Union excise duties and through grants-in-aid for up-
gradation of standards of administrative and  social
scrvices.

9. We have given caretul consideration ta the rela-
tive weightage to be accorded to population and con-
tribution. in view of the increasing mtegration of our
national economy and the influence of Central policies
on the location and development of industrial and
tertiary sectors, it is difficult to assign the factor of
conitibution any higher weightage than at present in
the distribution of income tax. Also such enhanced
weightage will further aggravate regional imbalances.
At the same time, particularly after the exclusion of
income tax paid by the Companies from the divisible
pool, it cannot be denied that a smali, but not clearly
identifiable, percentage of personal incomes should be
decmed to have purely local origin. In respect of
income tax ascribable to such local incomes at least,
the States can lay a claim based on contribution.
Bearing all thesc considerations in mind, we have
decided that 10 per cent of the net proceeds of income
tax should be distributed on the basis of contribution,

10. Another important point which arises for con-
sideration in this context is how precisely the factor
of contribution should be measured. The Fifth Finance
Commission considered assessment as a more reliable
index than collection of the contribution of the differ-
ent States. The reasons adduced by them were :—

(i) Collections did not make due allowance for
incomes originating outside the State.

(ii) Large amounts of deduction of tax at source
on dividends, interest payments and in other
cases gave undue benefit to States having
metropolitan and industrial centres, in so far
as such deductions relate to assessees resid-
ing in other States. On the other hand, any
refunds made to such assessees would reduce
still further the figures of collection of the
States where they reside.

{iii) The figurcs of collection might include large
over-payiments or under-paymemnts which
were adjusted only on assessment.

We fecl that these considerations still hold good.
In detcrmining the States’ share of the net proceeds of
income tax we have, therefore, taken assessment as
the measure of contribution.

I'l. Accordingly, we consider that during the period
covered by our award, namcly 1974-75 to 1978-79, 90
per cent of the States’ share of the divisible pool of
meome tax should be distributed among them on the
basis of population according to 1971 census and the
remaining 10 per cent on the basis of figures of as-
sessment after allowing for reductions on account of
appellate orders, revisions, refunds and rectification,
All the previous Commissions have prescribed the res-
pective shares of States worked out on the principles
cenunciated by them in terms of fixed percentages. For
the sake of administrative convenience, we propose to
continue this practice. In arriving at the percentage
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share of cach State, we have taken the figures of popu- (3) The distribution among the States inter se
lation according to 1971 census and the average of of the share assigned to the States in respect
the assessments made during the five years ending of each financial year should be on the
with 1972-73, which are the latest years for which firm basis of the following percentages :—

figures are available, after adjustment for reduction on

account of factors such as appellate orders, revisions States Percentage
and refunds during the same period. ! Andhra Pradesh S 7 76
2. Assam Ce e 2.4
12. We further recommend that 1.79 per cent of 3. B’hfq‘rl S 2:;
the net proceeds of income tax may be taken to be 1 Gujarat . . . : . . 5.

the portion of such proceeds attributable to Union 5. Haryana 1.77
Territories. We have worked out this figure by allo- 6. Himachal Pradesh . - - : .60
cating to Union Territories as at present constituted the 7. Jammu & Kashmir . . . . 0.81

share which would have accrued to them on the prin- #8. Karnataka ) ) , ] . . 5.33 -
ciples of giistributi_on _prescribed by us for the States, 9. Kerala ) ) ) ) ) ) 3.92
;t thg: Um?n_ Temtotnes had collectively been entitled {0. Madhya Pradesh . ) _ _ . 7 30
© sharc of Income tax. 11. Maharashtra . . . . . 1i.05
1i2. Manipur . . ; . . . 0.18
13. We accordingly make the following recom- 3. Meghalaya .. C S 0.18
mendations in respect of the distribution of the net 14. Nagaland S S . 0.09
proceeds of income tax in each of the financial years 15. Orissa . . , ) . , . 3.73
from 1974-75 to 1978-79 . — 16. Punjab ) _ _ ) ) ' 3 75
17. Rajasthan . . . . . . 4.50
(1) Out of the net proceeds of taxes on income 1. Tamil Nadu . . . . . 7.94
in each financial year, a sum equal to 1.79 19. Tripura S 0.27
per cent thereof be deemed to represent the 20. Uttar Pradesh _ _ _ _ . 15.23
proceeds attributable to Union Territories. 21, West Bengal S .89

ToTaL . . . . . 100 .00

(2) The percentage of the net proceeds of taxes _

on income, except the portion representing T T : —

; : e Mysore will be renamed as Karnataka with effect from

the proceeds attributable to Union Territo 1-11-1973.  As our recommendations are to take effect

ries, to be assigned to the States, should be from 1-4-1974, we have used the name ‘Karnataka® in
eighty. the operative portion of our Report.



13

share of cach State, we have taken the figures of popu- (3) The distribution among the States inter se
lation according to 1971 census and the average of of the sharc assigned to the States in respect
the assessments made during the five years ending of cach financial year should be on the
with 1972-73, which arc the Tatest years for which firm basis of the following percentages :—
figures are available, after adjustment for reduction on
account of factors such as appellate orders, rgvisions Slates Percentage
and refunds during the same period. 1. Andhra Pradesh . _ _ ) . 776
2. Assam . . 254
12. We further rccommend that 1.79 per cent of 3. Bihar 9.61
the net proceeds of income tax may be taken to be 4. Gujarat 5.35
the portion of such proceeds attributable to Union 5. Haryana : : - - 1.77
Terntories. We have worked out this figure by allo- 6. Himachal Pradesh e 0.60
cating to Union Territories as at present constituted the 7. Jammu & Kashmir . . _ _ .81
share which would have accrued to them on the prin- *g Karnataka 5.33 -
ciples of distribution prescribed by us for the States, 9. Kerala _ ‘ _ ) . 3.92
if the Union Territories had collectively been entitled 1), Madhya Pradesh . ) _ ‘ _ 710
to sharc of mcome tax. 11. Maharashtra . . . . . 11.05
L12. Manipur . . . . . . 0.138
13. We accordingly make the following recom- 13. Meghalaya .18
mendations in respect of the distribution of the net 14. Nagaland 0.09
roceeds of income tax in each of the financial vears 5. Orissa . . : . . . ) 3,73
from 1974-75 to 1978-79 :— 16. Punjab ) ) ) ] ) ) 275
17. Rajasthan . . . . . . 4.50
(1) Out of the net proceeds of taxes on income 18, Tamil Nadu L . 7.94
in each financial year, a sum equal to 1.79 19. Tripura . . . . . . 0.27
per cent thereof be deemed to represent the 20. Ultar Pradesh L L 15.23
proceeds attributable to Union Territories. 1. West Bengal . _ _ 8 89
ToTaL . . . . . 103,00

(2) The percentage of the net proceeds of taxes
on income, except the portion representing T ,
the proceeds attributable to Union Territo- *Mysore will be renamed as Karnataka with effect from
1-11-1973. As our recommendations arc to take effect

ries, to be assigned to the States, should be from 1-4-1974, we have used the name ‘Karnataka’ in
eighty. the operative portion of our Report.




CHAPTER 1V
UNION EXCISE DUTIES

Under paragraph 4(a) of the President’s Order,
we are required to make recommendations on  “the
distribution between the Union and the States of the
net proceeds cf taxes which are io be, or may be,
divided between them under Chapter I of Part XII
of the Constitution and the allocation between the
States of the respective shares of such proceeds”,
Under Article 272 of the Constitution, Union excise
duties may be divided between the Union and the
States, if Parliament by law so provides. Though
sharing of the cxcise duties is of a permissive nature,
no satisfactory scheme of fiscal transfers from the
Union to the States through tax sharing can be devised,
unless Union cxcise duties are also kept within the
ambit of devolution,

2. The participation of States in Union excise re-
venues started on a rather modest scale with the
award of the First Finance Commission which re-
commended skaring in respect of only three of the
major commodities then subject to Union excise duties.
In pursuance of the recorimendations of successive
Finance Comn issions, the share of the States in Union
excise duties has been progressively enlarged. By the
time the Fifth Finance Commission was set up, the
States were alrsady sharing the proceeds of all Union
cxcise duties excepiing only special excise duties,
regulatory dutics of excise and cesses on commodities.
The Fifth Finance Commission saw mo justification
for the exclusion of special duties of excise from the
divisible pool imd recommended that they should also
be brought within the scheme of sharing from 1_972-73
onwards. The regulatory duties, however, still re-
mained outsidc the shareable pool. It should, how-
cver, be note¢ that the yield from regulatory duties
was nil i 1970-71. No credit was also taken
under this head in the budget estimates for 1971-72.
But, in the ncw situation created by large influx of
refugees from 3angladesh and hostilitics with Pakistan,
Government of India invoked the powers avail-
able to them under section 12 of the Finance Agt
of 1971 to levy regulatory duties of excise on certain
products such as steel, iron and steel products, copper,
zing, aluminivn and unmanufactured tobacco, The
yield from these regulatory dutics amounted to
Rs. 22.88 creores in 1971-72 and was placed at
Rs. 80.37 croves in 1972-73 (Revised Estimate).

3. The levy of regulatory duties of excise has been
replaced under the Finance Act of 1973 by auxiliary
duties on excisable goods. The Finance Act speci-
fically lays down that these auxiliary duties have
been levied for purposes of the Union and that the
proceeds thererom shall not be distributed among the
States. In his budget speech, the Finance Minister
observed that “for certain reasons it is not possible
to incorporate the provision in rate tariffs, or make

them part of taxation statutes and they would, there-
fore, have to be revived from year to year for the
present”. _The States have argued that auxiliary duties
are, m pith and substance, indistinguishable” from
basic duties of excise, They also apprehend that con-
tinuance of auxiliary duties as a separate entity may
encourage the Centre to raise additional revenues in
creasingly through enhancement of rates and coverage
of auxiliary duties of excise rather than of basic duties,
On the basis of existing coverage and rates, the esti-
mated revenue from auxiliary duties of excise over
the next five years is of the order of Rs. 720 crores,
We recognise that under certain special circumstances
the Centre may have to resort to levy of excise duties
in a form not sha:eable with the States, particularly as
the Constitution does not, unlike in the case of [ncome-
tax, envisage a surcharge exclusively for purposes of
the Union.  Nevertheless, we feel that levy of excise
duties on a non-shareable basis should be confined to
short periods of 1wo or three years at the most to
meet the large demands on national exchequer that
may unexpectedly arise. We therefore recommend
that revenue from auxiliary duties should be brought
within the divisible pool from 1976-77 onwards. This
will enable the Ceatre to meet its pressing needs in the
immediate future and at the same time allay the

apprehensions of the States that auxiliary duties of

excise may be resorted to on a larger scale in order to
deprive them of tleir legitimate share in the growth of
revenues from Union excise duties.

4. As the buoyancy of Union excise duties in recent
vears has been sighificantly higher than that of jincome-
tax, it is understandable that all the States—except
Assam—-should huve pressed for augmentation of the
divisible pool of Union excise duties. It is signifi-
cant that this plea has been made by advanced and
backward States zlike. Some of the States—Andhra
Pradesh, Kerala, Punjab, Tamil Nadu, Uttar Pradesh
and West Bengal-—have suggested enhancement of the
States” share of Union excise duties from the present
level of 20 per cent to SO per cent. Others have urged
increases ranging from a minimum of 33 1/3 per cent
to 40 per cent.  Tn the course of our discussions with
some of the socially and economically backward
States that were likely to qualify for grants under Arti-
cle 275 of the Constitution, we specifically posed the
question whether they would not prefer the divisible
pool to be kept at a lower level so that the Centre
may have larger resources for helping them in their
developmental programmes. We also drew  their
attention to the possibility of increasc in revenues
accruing to them from increased share of Union excise
duties being off-set by corresponding reduction in

grants -~ ‘v Article 275. Even such States dis-
tinc'” 1 larger devolution through share of
exc with a more pronounced weightage









CHAPTER 1V
UNION EXCTISE DUTIES

Under paragraph 4(a) of the President’s Order,
we are requircd to make recommendations on  “the
distribution between the Union and the States of the
net proceeds f taxes which are to be, or may be,
divided between them under Chapter I of Part XII
of the Constitition and the allocation between the
States of the respective shares of such proceeds”.
Under Article 272 of the Constitution, Union excise
duties may be divided between the Union and the
States, i Pariiament by law so provides. Though
sharing of the cxcise duties is of a permissive nature,
no satisfactory scheme of fiscal transfers from  the
Union to the States through tax sharing can be devised,
unless Union uvxcise dutics are also kept within the
ambit of devoiution.

2. The partcipation of States in Union excise re-
venues siaited on a rather modest scale with  the
award of the First Finance Commission which re-
commended sharing in respect of only three of the
major commodities then subject to Union excise duties.
In pursmance o the recommeondations of suceessive
Finance Comp issions, the share of the States in Union
excisc dutics ks been progressively enlarged. By the
time the Fifth Finance Commission was set up, the
States were alrzady sharing the proceeds of all Union
excisc duties cxcepting only special excise duties,
regulatory duti:s of excise and cesses on commoditics.
The Fifth Finunce Comimission saw no  justification
for the exclusion of special duties of excise from the
divisible pool «nd recommended that they shouid also
be brought wit1in the scheme of sharing from 1972-73
onwards. The regulatory duties, however, still re-
mained ouside the shareable pool. Tt should, how-
cver, be notec that the vield from regulatory duties
wis b i 197071, No credit was also cakee
under this head in the budget estimates for 1971-72.
But, in the new situation created b_y ]argc mﬂqx of
refugees from 3angladesh and hostilitics with Paklsta_n,
Government ¢ India invoked the powers avail-
able to them under section 12 of the Finance Act
of 1971 to levy regulatory duties of excise on certain
products such as stecl, tron and steel products, copper,
zing, aluminiun and apnuiufactured  tobacco,  The
yield from these regulatory dutics amounted to
Rs. 2288 creres in 1971-72 and was placed  us
Rs, 80.37 croses in 1972-73 (Revised Estimate).

3. The levy of regulatory duties of excise has been
replaced under the Finance Act of 1973 by auxiliary
duties on cxcisable goods. The Finance Act speci-
fically lays down that these auxiliary duties have
been Ievied for purposes of the Union and that the
procceds there rom shall not be distributed among the
States. In his budget speech, the Finance Minister
observed that “for certain reasons it is not possible
1o incorporate the provision in rate tariffs, or make

them part of taxation statutes and they would, there-
fore, have to be revived from vear to year for the
present”. The Stetes have argued that auxiliary duties
are, m pith and substance, indistinguishable”  from
basic duties of excisc. They also appreliend that con-
tinuance of auxilizry duties as a separate entity may
encourage the Certre to raise additional revenues in-
creasingly through enhancement of rates and coverage
of auxiliary duties of excise rather than of basic duties,
Oa the basis of e«isting coverage and rates, the esti-
mated revenue from auxiliary duties of excise over
the next five year. is of the order of Rs. 720 crores.
We recognise that under certain special circumstances
the Centre may heve to resort to levy of excise duties
in a form not sha cable with the States, particularly as
the Constitution does not, unlike in the chse of Ineoine-
tax, envisage a svrcharge exclusively for purposes of
the Union. Nevertheless, we feel that levy of excise
duties on a non-saareable basis should be confined to
short periods of iwo or three years at the most to
meet the large d:mands on national exchequer that
may unexpectedls arise. We therefore recommend
that revenue from avxiliary duties should be brought
within the divisibl> pool from 1976-77 onwards. This
will enable the Ceatre to meet its pressing needs in the
immediate futurc and at the same time allay the
apprehensions of the States that auxiliary duties of
excise may be resorted to on a larger scule in order to
deprive them of their legitimate share in the growth of
revenues from Urion excise dutics.

4. As the buoyancy of Union excise duties in recent
vears has been sizhificantly higher than that of income-
taX, it is uaderstandable that all the States——except
Assam--—should hive pressed for augmentation of the
divisible pool of Unjon excise duties. 1t i3 signifi-
cant that this plea has been made by advanced and
backward States «like. Some of the States—Andhra
Pradesh, Kerala, Punjab, Tamil Nadu, Uttar Pradesh
and West Bengal--have suggested enhancement of the
States’ sharc of Union excise duties from the present
level of 20 per ceit to 50 per cent. Othors have urged
Bkerease: ranging Jrom oo minimum of 33 1/3 per cent
ty 40 per cent. in the course of our discussions with
some of the socially and economically  backward
States that were likely to qualify for grants under Arti-
cle 275 of the Constitution, we specificaily posed the
question whether they would not prefer the divisible
pool to be kept at a lower level so that the Centre
may have larger resources for helping them in their
developmental programmes. We also drew their
attention to the possibility of increase in revenues
acenidag to them rom increased share of Union excise
dutics being ofi-cct by corresponding reduction  in
grants under Ar.icle 275, Even such States dis-
tinctly preferred larger devolution through share of
excise duties but with a more pronounced weightage



share of each State, we have taken the figures of popu-
lation according to 1971 census and the average of
the asscssments made during the five years ending
with 1972-73, which are the Jatest years for which firm
figures are available, after adjustment for reduction on
account of factors such as appellate orders, revisions
and refunds during the same period.

12. We further recommend that 1.79 per cent of
the net proceeds of income tax may be taken to be
the portion of such proceeds attributable to Union
Territories. We have worked out this figure by allo-
cating to Union Territories as at present constituted the
share which would have accrued to them on the prin-
ciples of distribution prescribed by us for the States,
if the Union Territories had collectively been entitled
to share of income tax.

13. We accordingly make the following recom-
mendations in respect of the distribution of the met
proceeds of income tax in each of the financial years
from 1974-75 to 1978-79 :—-

(1) Out of the net proceeds of taxes on income
in each financial year, a sum equal to 1.79
per cent thereof be deemed to represent the
proceeds attributable to Union Territories.

(2) The percentage of the net proceeds of taxes
on income, except the portion representing
the proceeds attributable to Union Territo-
ries, to be assigned to the States, should be
eighty.
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(3) The distribution among the States inter se
of the share assigned to the States in respect
of each financial year should be on the
basis of the following percentages :—

States Percentage
Andhra Pradesh . . . . . 7.76
Assam . . . . . . 2.54
Bihar . . . . . . . 9.61
Gujarat . . . . . . 5.55
Haryana . . . . . . 1.77
Himachal Pradesh . . . . 0.60
Jammu & Kashmir . . . . 0.81
Karnataka . . . . . . 533~
Kcrala . . . . . . 3.92
Madhya Pradesh . . . . . 7.30
Maharashtra . . . . . 11.05
Manipur . . . . . . 0.18
Meghalaya . . . . . . 0.18
Nagaland . . . . . . 0.09
Orissa . . . . . . . 3.73
Punjab . . . . . . 2.75
Rajasthan . . . . . . 4.50
Tamil Nadu . . . . . 7.94
Tripura . . . . . . 0.27
Uttar Pradesh . . . . . 15.23
West Bengal . . . . . 3.89

ToraL . . . . . 100.00

*Mysore will be renamed as Karnataka with effect from
1-11-1973. As our recommendations are to take effect
from 1-4-1974, we have used the name ‘Karnataka' in
the operative portion of our Report.



for backwardness, because their share of Central re-
venues would then rise in tune with the rise in prices
and higher taxation by the Centre, while grants under
Article 275 are sct at fixed amounts for the five-year
period.

5. We have to strike a balance between the plea of
the States for a substantlal increase in the divisible

pool and the needs of the Centre, We have also
to ensurc cquity in the aggregate transfer of resources
as between ‘surplus’ and ‘deficit’ States. An enlarge-
ment of the divisible pool will confer disproportionately
larger benefit on surplus States than on the deficit
States., On these and other rclevent considerations,
we fecl that the States’ share of all basic duties of
cxcise should be retained at 20 per cent during the
period covered by our award. Twenty per cent of
the met proceeds of auxiliary dutics of excise shall
also be sharcable from [976-77 onwards. Revenues
from cesses on excisable commodities, levied under
special enactmients and reserved for special purposcs,

should however continue to remain excluded from the -

divisible pool.

6. While there was near unanimity among  the
States in demanding an increase in the share of Union
excise duties, there were naturally wide divergences m
their approacii to the principles of determination of
the rclative sharcs of the States in the divisible pool.
Each State was inclined to put forwurd a formula that
would favour it most. Andhra Pracesh and Haryana
urged distribution wholly on the basis of population,
while Maharashtra and Tamil Nadu pleaded for
weightage for urban and rural population in the ratio
of 30:70. Their argument was tiat consumption
would be a suitable criterion in the distribution of
'Union cxcise duties and in the absence of reliable
data on consumption, the broad break-up between
urban and rural population would provide a satisfac-
tory indicator of the level of coasumption. West
Bengal aiso pressed for population as the sole rele-
vant factor but with werghltage of 40 per ceant for
urban population. Assam, Bihar and Nagaland fa-
voured continuance of the existing  arrangemcnts,
namely, 80 per cent on population and 20 per cent
on the basis of per capita income and index of
hackwardness.  Gujarat argued in favour of disiri-
bution of 80 per cent on the basis of population, the
balance ¢t 20 per cent being distributed in proportion
to sales tax collections. They justified their preference
for sales tax collection on the ground that the levy
of Union cxcise duties limits the scope for mobilisa-
tion of resources by the States in the form of sales
tux. Kerala put forward an altogether new approach
in proposing distribution on the basis of population
and budgelary needs with equal weightage for both.
Mysorc contended that the entire distributable tax
proceeds should be treated as one wnit and allocated
among the States—90 per cent on the basis of popula-
tion and 10 per cent on the basis of development in-
dex or relative per capita income. Uttar Pradesh
wrged that 75 per cent of the divisibic pool should b
distributed on the basis of population and the remain-
ing 25 per ceat only among the States whose per
capita income is below the national average in the

inverse ratio of the per capita income. They spect
fically urged that other indices of backv-ardness should
be ignored altogether, as there was no better measure
nf backwardness than per capita income. Madhya
Pradesh, Maghalaya, Orissa, Rajasthan and Tripura
urged that apart from backwardness znd population,
certam other Tactors such o perceniag: of Schedule

Castes and Scheduled Tribes should also be deemed
elevant to the distribution of Union excise dutics,

7. We have given careful thought to .he formulation
of principles of distribution of Unior. cxcise duties
among the States, as it will continue t¢ be by far the
most important conduit for transfer of resources irom
Centre to the States.  We agree with the carlicr Com-
missions that collection or contribution would not
be an appropriate basis for distribution of  excise
duties. The two criteriz that have zained general
acceptunce with the earhier Commissioas are popula-
tion and relative social and economic backwardness
of the States.

3. A measure of weightage for relutive cconomic
backwardncss has by now come to be accepted as a
legitimate criterion in the distribution of States’ share
of Union cxcise duties. As briefly indicated in the
carlicr paragraphs, some of the States, of course, have
argucd before us vigorously that rclaiive backward-
ness of States cannot be a relevant  coasideration  in
the distribution of Central taxes. In their view,
the distribution of excise dutics shouvld be related
exclusively to non-discriminatory critcria such  as
population or consumpiion and any spccial help that
may oc considered necessary should bte extended to
the backward Statcs through the mechanism of grants-
in-aid under Article 275 of the Constitution,

Y. We are unable to accept this poinl of view.
The objective of rectifying, to the cxtent possible,
regioral imbajances should be recognsed as u o dis-
tinct criterion in determining the principles of fiscal
transfers in any lederation.  We are avare that while
regional imbalances cannot be redressed completely
through our scheme of develution alone,  our  re-
commendations should ncvertheless muke a modest
contribution to the process of climinalion of existing
disparitics.

LG, In view ol the continuing nced to help States
that arc cconomically backward, it becomes essential
to evolve some indicators for the meosurement of
rclative  cconomic  backwardness. The main issue
which we had to consider in this connection was
whether per capita income could be taken as the sole
indicator of the comparative cconomic position  of
diflcrent States or whether, in Tieu of or in addition
to per capita income, other indicators, such as those
cmployed by the Fourth and Fifth Finince Commis-
sions, should also be used. The Cenmral Statistical
Organisation has been compiling estin:ates of State
Domestic Product and per capita income on compar-
able basis and such estimates were used by the last
Commission for purposes of distribution of a portion
of Union excise duties, At our request, Central
Statistica) Organisation has furnished us with estimates
of State Domestic Product for 1967-68, 1968-69 and



1969-70—the three latest years for which such esti-
mates are available. The Central Statistical Organi-
sation has confirmed that the methodology now followed
by them in preparing these estimates is the same as
that followed by them earlier in preparing the estimates
upto 1964-65 that had formed the basis of recommen-
dations of the Fifth Finance Commission. We, how-
ever, felt that in view of divergences in trends of
prices among States, it would be more relevant to
have figures of State Domestic Product reworked at
abstract all-India prices. Accordingly, the Central
Statistical Organisation has computed figures of State
Domestic Product for the years 1967-68 to 1969-70
using abstract all-India prices.

11. Some of the States have contended before us
that per capita income by itself would not be a wholly
dependable index of the relative economic position of
the States.  They have urged that the Commission
should take into account some other indicators relat-
ing to certain specific arcas of economic or social
significance. The more important indicators of back-
wardness suggested by the States, some of them
identical with those relied on by the Fourth and Fifth
Commissions, are as under:—

(i) Percentage of rural population to total popu-
lation of each State.

(i)
(iii)
(iv)

Percentage of scheduled castes population.
Percentage of literacy.

Enrolment in primary classes I to V as per-
centage of population in age group 6—11.

(v)

Number of workers registered in factorics
per lakh of population.

(vi)

Number of registered factories in terms of
area.

(vii)

(viii)

Value added per capita by manufacture.

Number of hospitals in terms of area
per lakh of population.

or

(ix)

Per capita gross value of agricultural pro-
duction.

(x)
(xi)

Net irrigated area per cultivator.

Percentage of villages with public
supply.
Landless agricultural labour in each Stato.

water

(xii}
(xiii) Installed capacity for generation of electri-
city.

(xiv)

(xv}

(xvi)

Number of villages electrified.
Percentage of villages electrified.
Per capita consumption of energy.
(xvii) Motor vehicles per lakh of population.
{xviii) Length of railways and roads in terms
area,

of

{xix)

(xx)

Area of each State.

Per capita availability of calories or

[ capita pro-
teins in different States.
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(xxi} Percentage of population below ‘poverty
line’ in each State.

(xxii} Extent of unemployment in each State.

12. This long list, of course, is not c¢xhaustive.
Each State was understandably anxious to put for-
ward such indicators as would reflect its own in-
terests more fully.

13. We have carefully considered whether all or
any of the indicators set oat above could be used in
addition to or in substitution of per capita income
as a measure of comparative levels of economic and
social advance in different States, Ewven a cursory
ook at the list would show that most of the indica-
tors put forward by the States refer either to charac-
teristics that are themselves the causes of low per
capita income or to characteristics that are direct or
indirect consequences of low per capila income.
Thus, for example, gross value of agricultural output
or the number of workers employed in factories is
itself one of the causes for variations in per capita
income of the State. Area under irrigation, likewisc,
has a bearing on agricultural production and, there-
fore, also on per capita income. There is a high
degree of correlation among the several indicators
mentioned by the States. If we take info account
all of them or a sub-set of them as indicators, we
shall be confounding their impact on the criterion of
backwardness.

14. The use of indicaiors relating to sociol services
such as enrclment in schools of children in the age
group 6—11, or bed strength in hospital is open to
objections of a different nature. Some of the States
like Kerala have urged that the adoption of these
criteria for the measurement of relative backward-
ness would place at a disadvantage those States which,
despite a poor resource base, have assigned high
priority to these services in the past. While some
of the advanced States have concentrated their re-
sources on irrigation and power projects, or even
repayment of Central loans out of revenue resources,
a few of the poorer and middle level States, presum-
ably out of their greater concern for the weaker
sections of society, have allocated larger resources
for building up social services, We feel that these
arguments cannot be whoily ignored. Even granting
the need to provide certain States with Jurger resour-
ces to enable them to enlarge social services, it would
be much better to do so through a straightforward
“mark-up” of the budgetary provisions under the
relevant heads, than seek to accomplish the same ob-
jective circuitously through weightage for social ser-
vices in our formula for distribution of Central taxes.
There will then be greater certainty also that the
additional resources so provided will be utilised for
expansion of social services.

15. The assignment of weightage among the diffe-
rent indicators is an intractable issue. Among the
numerous indicators put forward before us, we consi-
der per capita income as the best possible yardstick
for the measurement of the levels of development.
We have taken per capita income as the sole criterion
in assessing the relative economic position of the
States.



16. A rclated issuc to which we have aevoted
considerable thought is whether on the basis of per
capita income, States should be classified into two
categories—advanced and backward—States  below
the national average being regarded backward and
thosc above the average as advanced. It may be
recalled that the Fifth Finance Commission had adop-
ted such an approach in detcrmining the allocation
of a portion of Union excise dutics. The approach

favoured by the last Commission affected most ad-
versely those Stales whose par capita income happencd
to be just above the dividing line.  This precise di-
vision is open to objection particularly in view of
the known margins of errors in national income data.
This approach also needlessly heightens the conflict
of intcrest among different States. In view of these
considerations, we recommend that while the weight-
age for backwardness shoutd be raised from 20 per
cent to 25 per cent, the inter se distribution of this
portion of Union excise duties should be in relation
to the ‘distance’ of a State’s per capita income from
that of the State with the highest per capita incomc
multiplicd by the population of the State concerncid
according to 1971 census.

[7. The balance of 75 per cent of the States’ share
of the divisible pool of Union excisc duties should
be distributed on the basis of population of the States
according to 1971 census.

18. We have worked out the relative shares of the
States in terms of percentages according to the princi-
ples cnunciated above.

19, We therefore recommend that:

{a) during cach of the ycars 1974-75 and 1975-
76, a sum equivalent to 20 (twenty) per
cent of the net proceeds of Union duties of
excise on all articles levied and collected
in that year, excluding auxiliary duties of
cxcise and cesses levied under special Acts
and earmarked for spccial purposes, should
be paid out of the Consolidated Fund of
India to the States;
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(b) during the years 1976-77, 1977-78 and

1978-79, a sum cquivalent to 20 (twenty)
per cent of the net proceeds of Lnion dutics
of excise on all articles levied and collec-
ted in the respective year, including auxi-
Liary «duties of excise, but excluding cesses
levied under special Acts and carmarked
for special purposes, should be paid out of
the Conseolidated Fund of India to the

States: and

{¢) the distribution among the States of the sum

payable to the States in respect of cach
financial year should be made on the basis
of the following percentages:—

States Percentage

i. Andhra Pradesh 8.16
2. Assam 2.7
3. Bihar 11.47
4. Gujarst 4.57
5. Haryana . 1.53
6. Himachal Pradesh 0.63
7. Jammu & Kashmir 0.90
8. Karnataka 5.45
9. Kerala . 3.86
10. Madhya Pradesh Rg.15
11, Maharashtra 8.58
12, Manipur 0.21
13. Meghalaya 0.19
14. WNagaland 0.11
i5. Orissa 4.06
16. Punjab 1.87
17. Rajasthan 5.00
18. Tamil Nadu 7.43
19. Tripura 0.30
20. Uttar Pradesh 17.03
21, West Bengal 7.79
ToTaL {G0.00



CHAPTER V
ADDITIONAL DUTIES OF EXCISE

Under paragraph 4(c) of the Ovder of the Presi-
dent defining cur terms of reference, we are required
to recommend the changes, if any, to be made in
the principles governing the distribution of the net
proceeds in any financial year of additional duties of
excise in lieu of sales tax on cotton fabrics, woollen
fabrics, rayon or artificial silk fabrics, sugar and
tobacco including manufactured tobacco. The scheme
of distribution has however to be so devised as to
guarantec to every State in each of the financial years
from 1974-75 to 1978-79 an amount not less than
the revenue realised by it from the levy of the sales
tax on these commoditiecs in the financial year
1956-57.

2. The arrangements now in force for the levy of
additional excise duties in lieu of sales tax on the
commodities mentioned above are the outcome of
a decision taken by the National Development Council
%0 December, 1956. The National Development
Council decided on replacement of sales tax on these
commodities by additional excise duties in the interests
of convenience to trade and avoidance of tax evasion.
While even now the States remain free to re-impose
sales tax subject only to the possible forfeiture of
their share of revenues from additional excise duties
on these commodities, the declaration of these goods
as ‘goods of special importance’ by Section 14 of the
Central Sales Tax Act, 1956, acts as an effective
deterrent against the States reverting to the old pat-
tern of levy of sales tax. The effect of this legis-
lative provision is to restrict the levy of sales tax io
the limit specified therein (curreatly 3 per cent).
Sales tax on these commodities can also be levied
at only one stage and the local sales tax is to be
refunded if such goods subsequently become subject
to inter-State sales tax. State Governments are thus
effectively prevented from reimposing sales tax on
these commodities, though their constitutional right
to levy sales tax remains unimpaired.

3. The scheme of levy of additional excise duties
in lieu of sales tax has now been in force for over
15 years. All available evidence indicates that the
continuance of the scheme is welcomed by trade and
industry who have in fact frequently pleaded for its
extension to other commedities. But 1ill quite recently,
most of the State Governments would seem to
have had reservations about the utility of the existing
system. Dissatisfaction of the State Governments
with the inadequate exploitation of the rcevenue po-
tential of the additional excise duties on these com-
modities by the Union Government led the Govern-
ment of India to request the last Finance Commission
to investigate and report on the desirability or other-
wise of continuing the scheme of levy of additional
excise duties in replacement of sales tax. Later in
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the wake of the recommendations of the Fifth Finance
Commission, the whole question was considered by
a representative group of Central and State Govern-
ment officials. In the light of the proposals made by
that group, the National Dcvelopment Council at its
meeting heid on 28-12-1970 agreed to the continuance
of the present arrangements subject to certain con-
ditions.  The main condition stipulated by the
National Development Council for the continuance
of the scheme was that the incidence of the additional
excise duties should be stepped up to 10.8 per cent
of the value of the clearances within a period of
two or three years.

4. These recommendations were accepted by the
Government of India and have since been implemen-
ted through successive Finance Acts. Accordingly the
yield from additional excise duties which amounted
to only Rs. 52.68 crores in 1968-69 rose to
Rs. 105.97 crores by 1971-72 and is expected to risc
further to Rs. 168.78 crores in 1973-74. It is clear
from the memoranda submitted to us by the State
Governments that they are by and large now satis-
fied with the manner in which Government of India
have implemented the recommendations of the
National Development Council and that they do not
seck any material change in the present scheme of
levy of additional excise duties. Andhra Pradesh
however urged that the existing practice should be
given up and the States permitted to levy sales tax
without any restriction. Uttar Pradesh also wanted
that the constitutional right of the State Government
to levy sales tax on these commoditics should be
restored. West Bengal sought discontinuance of the
&resent system, if the conditions stipulated by the

ational Development Council were not accepted
fully by the Government of India. 1In any case, the
question of continvance or otherwise of additional
excise duties does not come within our purview. We
are only concerned with the limited issue of formu-
lating a proper scheme of distribution of the revenues
from additional excise duties among the States.

5. We sought the views of the State Governments
on the principles to be followed in the distribution of
additional duties of excise. Gujarat, Haryana, Maha-
rashtra and West Bengal desired that the excess of
the proceeds of additional excise dutics over the
guaranteed amount should be distributed entirely on
the basis of the proportion of sales tax revenue re-
alised In each State to the aggregate of sales tax
collections in all the States taken together. In other
words they scemed to favour the re-instatement of
the principles of distribution recommended by the
Fourth Finance Commission. Bihar, Himachal Pra-
desh, Madhya Pradesh, Orissa and Rajasthan invited
our attention to the absence of reliable Statewise data



CHAFTER V
ADDITIONAL DUTIES OF EXCISE

Under paragraph 4{c) of the Owder of the Presi-
dent defining our terms of reference, we are required
to recommend the changes, if any, to be made ia
the principles governing the distribution of the net
proceeds in any financial year of additional duties of
excise in lien of sales tax on cotton fabrics, woollen
fabrics, rayon or artificial silk fabrics, sugar and
tobacco including manufactured tobacco. The scheme
of distributicn has howecver to be so devised as to
guarantec to every State in each of the financial ycars
from 1974-75 to 1978-79 an amount not less than
the revenue realised by it from the Ievy of the sales
tax on these commodities in the financial vyeur
1956-57.

2. The arrangements now in force for the levy of
additional excise duties in lieu of sales tax on the
commodities mentioned above are the outcome of
a decision taken by the National Development Council
™ December, 1956.  The National Development
Council decided on replacement of sales tax on these
commodities by additional excise duties in the interests
of convenience to trade and avoidance of tax evasion.
While even now the States remain free to re-impose
sales tax subject only to the possible forfeiture of
their share of revenues from additional excise dutics
on these commodities, the declaration of these goods
as ‘goods of special importance’ by Section 14 of the
Central Sales Tax Act, 1956, acts as an effective
deterrent apainst the States reverting to the old pat-
tern of levy of sales tax. The effect of this legis-
lative provision is to restrict the levy of sales tax (o
the limit specificd therein (currently 3 per cent).
Sales tax oa these commaoditics can also be levied
at only one stage and the local sales tax is to be
refunded if such goods subsequently become subject
to inter-Statc sales tax. State Governments are thus
effectively prevented from reimposing sales tax on
these commodities, though their constitutional right
to levy sales tax remains unimpaired,

3. The scheme of levy of additional excise duties
in lieu of sales tax has now been in force for over
I5 years. All available evidence indicates that the
continuance of the scheme is welcomed by trade and
industry who have in fact frequently pleaded for its
extension to other commodities. But til] quite recently,
most of the State Governments would seem  to
have had reservations about the utility of the existing
svstem. Dissatisfaction of the State Governments
with the inadequate exploitation of the revenue po-
tential of the additional excisc duties on these com-
modities by the Union Government lcd the Govein-
ment of India to request the last Finance Commission
to investigate and report on the desirability or other-
wise of continuing the schemc of levy of additional
excise duties in replacement of sales tax- Later in
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the wake of the recommendations of the Fifth Finance
Commission, the whole question was considered by
a representative group of Central and State Govern-
ment officials. In the light of the proposals made by
that group, the National Development Council at its
meeting held on 28-12-1970 agreed to the continuance
of the present arrangements subject to certain con-
ditions. The main condition stipulated by the
National Development Council for the continuance
of the scheme was that the incidence of the additional
excise duties should be stepped up to 10.8 per cent
of the value of the clearances within a period of
two or three years.

4. These recommendations were accepted by the
Government of India and have since been implemen-
ted through successive Finance Acts. Accordingly the
yield from additional excise dutics which amounted
to only Rs, 52.68 crores in 1968-69 rose to
Rs. 105.97 crores by 1971-72 and is expected to rise
further to Rs. 168.78 crores in 1973-74. Tt is clear
from the memoranda submitted to us by the State
Governments that they are by and large now satis-
fied with the manner in which Government of India
have implemented the recommendations of the
National Development Council and that they do not
seek any material change in the present scheme of
levy of additional excise dutics.  Aadhra Pradesh
however urged that the existing practice should be
given up and the States permitted to levy sales tax
without any resiriction. Uttar Pradesh also wanted
that the constitutional right of the Stare Government
fo levy sales tax on these commoditizs should be
restored. West Bengal sought discontinuance of the
present system, if the conditions stipulated by the
National Development Council were not accepted
fully by the Government of India. In any case, the
question of continuance or otherwise of additional
excise duties does not come within our purview. We
are only concerned with the limited issue of formu-
Iating a proper scheme of distribution of the revenucs
from additional excise duties among the States,

5. We sought the views of the State Governments
on the principles to be followed in the distribution of
additional duties of excise.  Gujarat, Haryana, Maha-
rashtra and West Bengal desired that the cxccss of
the proceeds of additional excise dutics over the
guaramteed amount should be distributed entirely on
the basis of the proportion of sazles tax revenue re-
alised in cach State to the aggregate of sales tax
collections in all the States taken togethcr. In other
words they scemed to favour the re-instatcment of
the principles of distribution recommended by the
Fourth Finance Commission. Bihar, Himachal Pra-
desh, Madhya Pradesh, Orissa and Rajasthan invited
our attention to the absence of reliable Statewise data



16. A related issue to which we have dcvoted
considerable thought is wheiher on the basis of per
capita income, States should be classified into two
categories—advanced and backward—States below
the national average being regarded backward and
those above the average as advanced. It may be
recalled that the Fifth Finance Commission had adep-
ted such an approach in determining the allocation
of a portion of Union excise duties. The approach
favoured by the last Commission affected most ad-
versely those States whosc per capita income happened
to be just above the dividing line. This precise di-
vision is open to objection particularly in view of
the known margins of errors in national income data.
This approach also needlessly heightens the conflict
of interest among different States. In view of these
considerations, we recommend that while the weight-
age for backwardness should be raised from 20 per
cent to 25 per cent, the infer se distribution of this
portion of Union excise duties should be in relation
to the ‘distance’ of a State’s per capita income from
that of the State with the highest per capita income
multiplicd by the population of the State concerned
according to 1971 census.

17. The balance of 75 per cent of the States’ share
of the divisible pool of Union excise duties should
be distributed on the basis of population of the States
according to 1971 census.

18. We have worked out the relative shares of the
States in terms of percentages according to the princi-
ples enunciated above.

19. We therefore recommend that:

(a) during each of the years 1974-75 and 1975-
76, a sum equivalent to 20 (twenty) per
cent of the net proceeds of Union duties of
excise on all articles levied and collected
in that year, excluding auxiliary duties of
excise and cesses levied under special Acts
and earmarked for special purposes, should
be paid out of the Consolidated Fund of
India to the Stafes;
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(b) during the years 1976-77, 1977-78 and

1978-79, a sum cquivalent to 20 (twenty)
per cent of the net proceeds of Union duties
of excise on all articles levied and collec-
ted in the respective year, including auxi-
liary duties of excise, but excluding cesses
levied under special Acts and earmarked
for special purposes, should be paid out of
the Consolidated Fund of India to the
States; and

(c) the distribution among the States of the sum

payable to the States in respect of each
financial year should be made on the basis
of the following percentages:—

States Percentage

1. Andhra Pradesh 8.16
2. Assam 2.7
3. Bihar 11.47
4. QGujarat 4.57
5. Haryana . 1.53
6. Himachal Pradesh 0.63
7. Jammu & Kashmir 0.%0
8. Karnataka 5.45
9. Kerala . 3.86
10. Madhya Pradesh 8.15
11. Maharashtra 8.58
12. Maniput 0.21
13, Meghalaya 0.19
14. Nagaland 0.11
15, Orissa 4,06
16. Punjab 1.87
17. Rajasthan 5.00
18. Tamil Nadu 7.43
19. Tripura 0.30
20. Uttar Pradesh 17.03
21. West Bengal 7.79
Totan 100.00



on consumplion of these commoditics and urged that
the cxcess over the guaranteed amount should there-
fore be distributed on the basis of population. Bihar
also pleaded for suitable cnhancement of the guaran-
teed amount, while Himachal Pradesh and Kerala
did not want any reservation of guaranteed amounti.
Since distribution solely on the basis of population
might cntail a sudden disruption  of the present

scheme of distribution, Orissa urged that at least 75
per cent of the surplus available after providing the
guarantecd amount and an appropriate share to the
Union Territories, Jaminu & Kashmir and Nagaland
should be distributed in proportion to the population
of a State. Assam pleaded for continuance of the
existing principles. Uttar Pradesh wanted the pro-
ceeds to be distributed in the samc ratio as guaran-
teed amount of each State to the total guaranteed sum.
Andhra Pradesh suggested that the revenue from ad-
ditional excise duties should correspond to what the
State could have got if they had the power to levy
salcs tax. They aiso argued that raw tobacco should
be deleted from the list of goods of special importance
50 s 10 cmpoewer the States to levy suitable  sales
tax without any restriction on the commeodity. While
urging that its share should not be less than 1% per
cent of the net proceeds, Jammu & Kashmiv urged
that the growth in sales tax revenues of the State
should be a broad guide in determining the amounts
to be allocated out of the procecds of the additional
excise dutics.  Kerala put forward an altogether
diffierent approuach. It urged that the proportion of
general saics tax collection to consumption expendi-
ture should be adopted as the base for distribution.
If, however, the consumption data are not available,
figures of State incomc should be adopted for the
purpose of working out a similar ratio. Punjab did
not suggest any specific principle of distribution but
only wanted the State to be fully compensated for
the loss of sales tax revenue on these commeodities
even if it entailed a further step up of the incidence
of the additional excise duties beyond 10.8 per cent
of the value of clearances. Three States Manipur,
Meghalaya and Tamil Nadu did not put forward any
specific suggestions on the principles to be followed
for distribution,  Tamil Nadu has pleaded for the
power 10 levy sales tax upto 3 per cent without for-
feiture of their share in additional excise duties. Their
argument was that the right of the States to levy at
Jeast a marginal sales tax on these commodities
should be recognised. This suggestion as well as
the other suggestion of Andhra Pradesh about dele-
tion of raw tobacco from the list of ‘declared goods’
docs not come within our purview,

6. The first issue we have to consider is whether it
is possible or necessary to re-determine the yield in
1956-57 from sales tax on the commodities subject to
additional excise duties for purposes of guaranteeing to
the States concerned the amounts so determined. The
Third, Fourth and Fifth Finance Commissions accep-
ted the cstimates worked out by the Second Finance
Commission and did not consider it feasible in view of
the Tapse of time to reassess the likely yield in 1956-57
of sales tax on the commodities on which additional
excise dutics have heen imposed. In view of the fur-
ther lapse of time, we find it impossible to frame any
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fresh estimates of -the likely vield of saks fax m
1956-57 on these commodities and on that basis re-
determine the guaranteed amounts. It is also signifi-
cant that barring one State, none has asked for any
such reassessment.  We hoave, therefore, adopted the
estimates worked out by the Second Finance Commis-
sion subject to the subsequent adjustments made by
the Third Finance Commission in view of the bifur-

cation of Bombay State into Maharashtra and Gujarat
and by the Fifth Finance Commission in view of the
formation of the new States of Punjab and Haryana. We
have to make a similar apportionment of the sum
guaranteed to Assam between Assam and Megha-
laya. We find that the President has by an order
issued under Section 49 of the North Eastern Areas
{Reorganisation) Act 1971, fixed Meghalaya’s share
at Rs. 5.51 lakhs reducing correspondingly Assam’s
share to Rs. 79.57 lakhs on the basis of population.
Later in this chapter, we arc suggesting that the pro-
ceeds of additional excise duties should be distributed
among the States on the basis of 70 per cent weightage
for population, 20 per cent for State income and
10 per cent for production. If these principles are ap-
plied, the original share of the composite State of
Assam in the yield from Sales tax would be appor-
tionable betwcen Meghalava and Assam in the ratio
of 1:14.25. Accordingly, we determine the yield of
sales tax on these commodities in 1956-57 in the area
at present comprised in Meghalaya to Rs, 5.58 lakhs
and that in the area now comprised in Assam to
Rs. 79.50 lakhs. These are the amounts that would
need to be guaranteed to Assam and Meghalaya.

7. The next important issu¢ that arises for consi-
deration is whether the guaranteed amounts should
first be set apart from the net proceeds and the balance
then distributed among the States on suitable principles
or whether the entire net proceeds should be distri-
buted on whatever principles are considered appro-
priate subject to the overriding proviso that no State
should get in any year less than the guaranteed
amount as its share. The earlier Commissions have
preferred the first alternative. They presumably felt
that unless the guaranteed amounts were first set apart
and the balance alone distributed among the States,
there was the risk of the share of some of the States
falling short of the guaranteed amount. However well
founded this apprehension may have been carlier, we
are convinced that there is now absolutely no risk of the
share of any State not coming up to the guaranteed
amount. The expected net proceeds of additional
excise duties during the forecast period aiter excluding
the share attributable to Union Territorics on  the
existing basis has been estimated at Rs. 1037 crores as
against the puaranteed amount of Rs, 32.40 crores
per annum or Rs. 162 crores over the same five year
period. In other words, the guaranteed amount works
out to about 16 per cent of the anticipated distribut-
able part of additional excise duties, We, therefore
feel there is no need to set apart the guarantceci
amounts and distribute the balance alone among
States. The initial reservation of guaranteed amounts
confers and unintended advantage on certain States and
introduces an avoidable element of distortion in the
scheme of distribution of additional excise duties.



8. As regards the basis of distribution of additional
cxcise duties among the States, the view has gained
general acceptance among the Finance Commissions
that cvery State should be cnabled to get the equiva-
lent of what it would have secured if it had not sur-
rendered its powcr to levy sales tax on these commo-
dities. In other words, the Finance Commissions have
recognised the principle of compensation to be the
only valid principle in the distribution of the additio-
nal excise duties. Other considerations such as pre-
ferential treatment for backward States, however valid
in relation to allocation of other Central taxes, are
totally irrelevant to any scheme of distribution of ad-
ditional excise duties. Their levy by the Centre is in
pursuance of what is equivalent to a tax rental agree-
ment.

9. A second proposition which would again seem
to be incontrovertible is that State-wise figures of con-
sumption of the commodities on which additional ex-
cise duties are levied would afford by far the best in-
dication of the potential loss of revenue sustained by
their surrender of authority to levy sales tax on them.
The earlier Finance Commissions would seem to have
differed only on how the relative levels of consump-
tion of these commodities in the several States are to
be assessed. The Second Finance Commission, which
incidentally was the first to deal with the problem of
distribution of additional excise duties among the
States, recommended that the distribution of additio-
nal excise duties should be on the basis of the then
available consumption figures with population as a
correctional factor in view of the infirmities in the
data on consumption. The Third Finance Commission
felt that since additional excise duties were being
levied in lieu of sales tax it would be equitable to dis-
tribute collections in excess of guaranteed amounts
partly on the basis of percentage increases in the col-
lection of sales tax in each State since 1957-58 and
partly on the basis of population. The Fourth Finance
Commission altogether abandoned population as a
relevant factor and rested its scheme of distribution
of additional excise duties wholly on the realisation
of sales tax revenue in each State. The last Commis-
sion recognised certain limitations in taking the re-
venue from sales tax which is derived from a wide
range of commedities comprising luxuries, semi-luxu-
ries, raw materials and intermediate goods as indica-
tive of the contribution made by each State to the
aggregate revenue from additional excise duties. As
the available statistics on consumption of these commo-
dities did not in their view provide an unassailable
basis for distribution of additional excise duties, the
Commission held that the best formula for distribu-
tion of additional excise duties would be one that gave
equal weightage to both sales tax collections and
population.

10, We have examined afresh what the most equit-
able basis would be for allocation of the proceeds of
additional excise dutics among the States. Theoreti-
cally there cannot be any dispute that figures of con-
sumption of these commodities, if available, would be
the best possible indicator of what each State could
have mobilised if it had retained its power to levy
sales tax on these commodities, We therefore examined
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in the first instance the available statistics of State-
wise consumption of the commodities to which addi-
tional excise duties are applicable. Additional excise
duties on cotton textiles are specific dutics levied ac-
cording to the mectreage at varying rates on different
varieties of fabrics. The available figures on consump-
tion of textiles are, however, in terms of the value of
cloth consumed and even these are confined only to
cotton fabrics, and State-wise estimates of consump-
tion of woollen fabrics, rayon and artificial silk fabrics
are not available. In the case of cigarettes, consumption
data are available only in terms of number of cigareites
consumed, while the additional excise duties on them
are levied at varying ad valorem rates. State-wise
figures of consumption of sugar are available and
these have been arrived at on the basis of despatches
of sugar by factories to the consuming States. From
what has been stated, it is clear that consumption
figures as available, except possibly in the case of
sugar, cannot be regarded as providing an equitable
and firm basis for distribution of the proceeds of
additional excise duties.

11. Like the earlier Commissions, we are also thus
constrained to identify some indirect but reasonably
reliable  indicators of the level of consumption of
these commodities in different States. Of the various
possible indirect indicators of levels of consumption
we have no hesitation in rejecting sales tax collections
as of any relevance at all. As recognised by the
Fifth Finance Commission, sales tax is applicable to
a wide range of commodities comprising luxuries,
semi-luxuries, raw materials, intermediate goods and
the like. Sales tax revenue derived from these com-
modities may be a measurc of the tax effort of the
State Governments. But it does not provide even an
indirect clue to the levels of consumption of textiles,
sugar and tobacco on which additional excise duties
are being levied in lieu of sales tax. It is true that
compensation for the loss of revenue from sales tax
on these commodities is the only equitable criterion
for distribution of additional excise duties. But we do
not consider revenue from sales tax on other commo-
dities in respect of which the State Governments have
retained the power to levy sales tax as pro-
viding any basis for determination of the Ilikely
receipts from textiles, tobacco and sugar on which
they have abstained from levying sales tax.

12. We have, therefore, to look for some better
indices of consumption of these commodities. There
cannot be serious room for argument that consumption
is direcily related to levels of income. Latest avail-
able data on State Domestic Product may, therefore,
be taken to provide a broad indication of the likely
comsumption of these commodities. However, it is
also nccessary to recognise that the consumption of
tobacco and possibly even of sugar depends, apart
from levels of income, on the habits of people, their
social mores and other intangible factors. As regards
textiles, the coarser varieties of cloth should be deem-
ed to be among necessitics of life, the consumption
of which is more likely to depend on population rather
than on State domestic product. Having regard to
these considerations, we feel that population and the
average of State Domestic Product for the three years



1967-68 to 1969-70 should be taken together us pro-
viding rcasonabje basis for assessment of the Jevels
of consumption, population being  given considerably
higher weightage- ’

13. 1t is arguable that if the States had not surren-
dered their power to levy sales tax on textiles, sugar
and tobacco, they would have also had the authority
to levy sales tax on these commodities sold in the
course of inter-State transacticns. In other words, the
States would have to be compensated not merely for
the loss of revenuc from sales tax on these commodi-
ties consumed within the State but also on that por-
tion of the production, if any, of these commodities
that is ‘cxported’ to other States.  The sales  tax
leviable on these three commoditics “exported’ to other
States would, however, normatly be subject to a
ceiling of three per cent which is the rate applicable
under the Central Sales Tax Act to inter-State sales
to recognised dealers and Government departments.
The present rate of additional cxcise duties on thesc
commoditics works out to about 10.8 per cent of
the value of clearances. In view of this, while pro-
duction of these commadities in different States has to
be given a mcasure of weightage, the weightage should
however be comparativcly small in view of the ceiling
on rates at which inter-State sales tax can be charged.
Having regard to all the considerations set about
above, we feel that by far the most equitable basis
for distribution of additional excise duties would be
to allocate the proceeds of additional excise duties
on the basis of population, State Domestic Product at
Statc current prices and production in the ratio of
70:20:10. We have worked out the relative percent-
age share of each State on this basis.

14. We have also to determine the net proceeds
of additional excise duties attributable to Union Terri-
tories. The Fifth Finance Commission had recom-
mended that a sum equal 1o 2.05 per cent of the net
proceeds of the additional excisc duties should be re-
tained by the Union as attributable to Union Terri-
tories.  Likewise the share payable to Jammu &
Kashmir and Nagaland have also to be determined as
these States were not parties to the original agreement
of replacement of sales tax by additional excise duties
on these three commodities. We feel that it would
be appropriate to determine the share of these two
States as also that of Himachal Pradesh, Manipur,
Meghalaya and Tripura which became full-fledged
States after the Fifth Finance Commission had sub-
mitted its report and the proportion attributable to the
Union Territories as now constituted on the same basis
as applicable to other States. namely 70 per cent
weightage for population, 20 per cent for State

Domestic Product and 10 per cent for production.
On this basis the portion to be retained by the Union,
as being attributable to Union Territories, will be 1.41
per cent of the net proceeds.

15. Accordingly, we recommend that :—

(i) There is no need to sct apart any guaranteed
amounts to the States as in our opinion
there is no risk of the share of any State in
the net proceeds of additional excise duties
falling short of the revenuc realised from the
levy of the sales tax on the commoditics
subject to additional duties of excise in lieu
of sales tax for the financial vear 1956-57
in that Statc;

(i) The net proceeds of the additional excise
duties during each financial year be distri-
buted on the following basis :—-

(a) A sum cqual to 1.41 per cent of such net
proceeds be retained by the Union as
attributable to Union Territories ;

{t) The balance of 98.59 per cent of such net
proceeds be distributed among the States
in accordance with their respective percent-
age shares of such balance as under ;-

States Percentage of

distribution

1. Andhra Pradesh £.39
2. Assam 2.47
3. Bihar 9.36
4, Gujarat 5.91
5. Haryana 1.54
6. Himachal Pradesh 0.59
7. Jammu & Xachmir 0.73
8. Karnataka 5.62
9. Kerala 3.38
10. Madhya Pradesh 6.9%
11. Maharashtra 11.65
12, Manipur 0.17
13. Meghalaya 0.17
14. MNagaland 0.08
13. Orissd 3.59
[6, Punjab 2.68
17. Rajasthan 4 97
18. Tamil Nadu 7.27
19. Tripura . .25
20. Uttar Pradesh 16.10
71, West Bengal 8.30
100.00




CHAPIER VI

GRANT IN LIEU OF TAX ON RAILWAY
PASSENGER FARES

Under paragraph 4{c) of the Order of the Presi-
dent delimiting our terms of reference. we are called
upon to make recommendations in regard to the
changes, if any, to be made n the principles govern-
ing the distribution amongst the States of the grant to
be made available in lieu of tax under the repealed
Railway Passenger Fares Tax Act, 1957.

2. Tax on railway passenger fares is among the
category of taxes which are levied and collected by
the Union but are assignable to the States in terms
of Article 269(d) of the Constitution. A tax on the
railway passenger fares was for the first time lzvied
under the provisions of Railway Passenger Fares Tax
Act, 1957. Soon thereafter, the Secod Finance Com-
mission was asked to go nto the principles which
should govern the distribution of the net proceeds of
the tax among the States, In formulating its recom-
mendations in this regard, the Commission was guided
by the cardinal principle that each State should be
enabled to get as nearly as possible the share of the
net proceeds on account of the actual passenger travel
on railways within its limits. In its judgment, this
objective could be secured by allocating the passenger
earnings from non-suburban services for each gauge of
cach railway zone separately among the States covered
by it according to the route Iength falling within each
State.

3. Though the recommendations of the Second
Finance Commission were to hold good upto 1961-62,
the Railway Passenger Fares Tax Act was repealed
fn 1961 and the Tax was merged in the basic fares
with effect from 1st April, 1961. It may be relevant
to mention here that this was done in pursuance of
the recommendations of the Railway Convention
Committee before whom the Railway Board had ar-
gued that the levy of passenger fares tax had limited
the scope for raising passenger fares. Though the
levy on passenger farcs was thus given up, the Govern-
ment of India decided to make an ad hoc grant of
Rs. 125 crores a vear to States in lien of the tax
for a period of five years from 1961-62 to 1965-66.
This grant was later raised to Rs. 16.25 crores from
1966-67 and has since then continued at the same
level. The Third, Fourth and Fifth Commissions,
which were asked to deal with the distribution of
this ad hoc grant, were of the view that it should be
on the principle of compensation so as to place the
States broadly on the same footing that prevailed prior
to the repeal of the Act. Accordingly, the grant is
now being distributed with reference to the share of
each State as arrived at by allocating the passenger
earnings of each railway =zone on the basis
of the actual route length in cach State,

4, While responding to our request for their views
on the principles of distribution of this grant, almost
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all the States have also made a vehement plea against
the grant being frozen at Rs. 16.25 crores per year
and have urged that we should recommend to the
Government of India enhancement of the grant pari

passu with the increase in earnings from passenger
fares.

5. As regards the principles of distribution, many
of the State Governments are in favour of continuance
of the existing principles without any change. Some of
the States which are deficient in rail facilities have
urged that while distribution of 80 per cent of the
grant might be made on the existing principles, the
balance of 20 per cent should be distributed among
the States whose railway mileage in terms of area is
below the all-India average in proportion to the short-
fall from such average multiplied by the area of the
State concerned. One of the States has contended that,
in determining the share of the States, due allowance
should be made for track mileage in each State as
against purely route mileage as the former affords
better index of intensity of traffic. Some States have
also pleaded that the lack of adequate railway facilities
in a State and the consequential expenditure on roads
to meet the demands of traffic should be allowed for
determining the inter se distribution of the grant.
Meghalaya, which has no railway line at present, has
urged that a minimum sum out of the grant should
be set apart for distribution among such States as
do not have railway lines. Manipur which has also
no railway line at present has suggested population
as criterion for distribution of the grant among States
which have no railway lines. Jammu and Kashmir
would like its share to be fixed at a higher figure
and increased in the same proportion as the increase
in the length of railways in the State. The Fifth
Finance Commission had fixed the grant due to Jammu
and Kashmir at Rs. 16,000 at a time when the rail-
way line was only upto Kathua. As the link has now
been extended upto Jammu, the State should be given

its legitimate share of the earnings of the railways
on this account.

6. We have considered the pros and cons of the
various suggestions put forward by the State Govern-
ments carefully. Since the principles of distribution of
ad hoc grant in lieu of the repealed tax should be
0 designed as to place the States on more or Iess the
same footing as when the tax was in force, States in
which there are no railways can have no claim on
this grant. Manipur and Meghalaya, the only two
States which are adversely affected by the application
of this principle, qualify for grants under Article
275(1) in terms of our assessment of their require-
ments for the forecast period. Their exclusion from
any share in lieu of passenger fares tax would, there-
fore, mean no real hardship to them. Likewise, while



CHAPIER VI

GRANT IN LIEU OF TAX ON RAILWAY
PASSENGER FARES

Under paragraph 4(c) of the Order of the Presi-
dent delimiting our terins of reference. we are called
upon to make recommendations in regard to the
changes, if any, to be made 1n the principles govern-
ing the distribution amongst the States of the grant to
be made available in lieu of tax under the repealed
Railway Passenger Fares Tax Act, 1957,

2. Tax on railway passenger fares is among the
category of taxes which are levied and collected by
the Union but are assignable to the States in terms
of Article 269(d) of the Constitution. A tax on the
railway passenger fares wos for the first time  lavied
under the provisions of Railway Passenger Fares Tax
Act, 1957. Soon thereafter, the Sccod Finaoce Com-
mission was askad to go into the principles which
should govern the distribution of the net proceeds of
the tax among the States. In formulating its recom-
mendations in this regard, the Commission was guided
by the cardinal principle that each State should be
enabled to get as nearly as possible the share of the
net procecds on account of the actual passenger travel
on railways within jts limits. In its judgment, this
ohjective could be secured by allocating the passenger
earnings from non-suburban services for each gauge of
each railway zone separately among the States covered
by it according to the route length falling within each
State.

3. Though the recommendations of the Second
Finance Commission were to hold good upto 1961-62,
the Railway Passenger Fares Tax Act was repealed
fn 1961 and the Tax was mcrged in the basic fares
with effect from Ist April, 1961. It may be relevant
to mention here that this was done in pursuance of
the recommendations of the Railway Convention
Committee before whom the Railway Board had ar-
gucd that the levy of passenger fares tax had limited
the scope for raising passcnger fares. Though the
levy on passenger fares was thus given up, the Govern-
ment of India decided to make an ad hoc grant of
Rs. 12.5 crores a vyear to States in lieu of the tax
for a pericd of five yoars fromy 1901-62 to 1965-66.
This grant was later raised to Rs. 16.25 crores from
1966-67 and has since then continued at the same
level. The Third, Fourth and Fifth Commissions,
which were asked to deal with the distribution of
this ad hoc grant, were of the view that it should be
en the principle of compensation so as to place the
States broadly on the same footing that prevailed prior
to the repeal of the Act.  Accordingly, the grant is
now being distributed with reference to the share of
each Statc as arrived at by allocating the passenger
earnings of each railway zone on the basis
of the actual route length in cach State.

4. While responding to our request for their views
on the principles of distribution of this grant, almost

all the States have also 1:iade a vehement plea against
the grant being frozen at Rs. 16.25 crores per year
and have urged that we should recommend to the
Government of India enhancement of the grant pari
passi with the increase in earnings from passenger
fares.

5. As regards the principles of distribution, many
of the State Governments are in favour of continuance
of the existing principles without any change. Some of
the States which are deficient in rail facilities have
urged that while distrihution of 80 per cent of the
grant might be made on the existing principles, the
balance of 20 per cent should be distributed among
the States whose railway mileage in terms of area is
below the all-India average in proportion to the short-
fall from such average multiplied by the arca of the
Statc concerned. One of the States has contended that,
in determining the share of the States, due allowance
should be made for track mileage in each Sfate as
against purely route mileage as the former affords
better index of intensity of traffic. Some States have
also pleaded that the lack of adequate railway facilities
in a State and the consequential expenditure on roads
to meet the demands of traffic should be allowed for
determining the inter se distribution of the pgrant.
Meghalaya, which has no railway line at present, has
urged that a minimum sum out of the grant should
be set apart for distribution among such States ag
do not have railway lines. Manipur which has also
no railway line at present has suggested population
as criterion for distribution of the grant among States
which have no railway lines. Jammu and Kashmir
would like its share to be fixed at a higher figure
and increased in the same proportion as the increase
in the length of ratlways in the State.  The Fifth
Finance Commission had fixed the grant due to Jammnu
and Kashmir at Rs. 16,000 at a time when the rail-
way line was only upto Kathua. As the link has now
been extended upto Jammu, the State should be given
its legitimate share of the earnings of the railways
on this account.

6. We have considered the pros and cons of the
various suggestions put forward by the State Govern-
ments carefully. Since the principles of distribution of
ad hoc grant in lieu of the repealed tax should be
so designed as to place the States on more or less the
same footing as when the tax was in force, States in
which there arc no rallways can have no claim on
this grant. Manipur and Meghalaya, the only two
States which are adversely affected by the application
of this principle, gualify for grants under Article
275(1) in terms of our assessment of their require-
ments for the forecast period. Their exclusion from
any share in licu of passenger fares tax would, there-
fore, mecan no real hardship to them. Likewise, while



1967-68 to 1969-70 should be taken together as pro-
viding reasonable basis for assessment of the levels
of consumption, population becing given considerably
higher weightage.

13. It is arguable that if the States had not surren-
dered their power to levy sales tax on textiles, sugar
and tobacco, they would have alse had the authority
to levy sales tax on these commodities sold in the
course of inter-State transactions. In other words, the
States would have to be compensated not merely for
the loss of revenue from sales tax on these commodi-
ties consumed within the State but also on that por-
tion of the production, if any, of these commodities
that is ‘cxported’ to other States.  The sales tax
leviable on these three commodities ‘exported’ to other
States would, however, normally be subject to a
ceiling of three per cent which is the rate applicable
under the Central Sales Tax Act to inter-State sales
to recognised dealers and Government departments.
The present rate of additional excise duties on these
commoditics works out to about 10.8 per cent of
the value of clearances. In view of this, while pro-
duction of these commodities in different States has to
be given a measure of weightage, the weightage should
however be comparatively small in view of the ceiling
on rates at which inter-State sales tax can be charged.
Having regard to all the considerations set about
above, we feel that by far the most equitable basis
for distribution of additional excise duties would be
to allocate the proceeds of additional excise duties
on the basis of population, State Domestic Product at
State current prices and production in the ratio of
70:20:10. We have worked out the relative percent-
age share of each State on this basis.

14, We have also to determine the net proceeds
of additional excise duties attributable to Union Terri-
tories. The Fifth Finance Commission had recom-
mended that a sum equal to 2.05 per.cent ot the net
proceeds of the additional excise duties should be re-
tained by the Union as attributable to Union Terri-
tories.  Likewise the share payable to Jammu &
Kashmir and Nagaland have also to be determined as
these States were not parties to the original agreement
of replacement of sales tax by additional excise duties
on these three commodities.” We feel that it would
be appropriate to determine the share of these two
States as also that of Himachal Pradesh, Manipur,
Meghalaya and Tripura which became full-fledged
States after the Fifth Finance Commission had sub-
mitted its report and the proportion attributable to the
Union Territories as now constituted on the same basis
as applicable to other States, namely 70 per cent
weightage for population, 20 per cent for State
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Domestic Product and 10 per cent for production.
On this basis the portion to be retained by the Union,
as being attributable to Union Territories, will be 1.41
per cent of the net proceeds.

15. Accordingly, we recommend that :—

(i) There is no need to set apart any guarantecd
amounts to the Sfales as in our opinion
there is no risk of the share of any State in
the net proceeds of additional excise duties
falling short of the revenue realised from the
levy of the sales tax on the commodities
subject to additional duties of excise in lieu
of sales tax for the financial year 1956-57
in that State ;

(ii) The net proceeds of the additional excise
duties during each financial year be distri-
buted on the following basis :—

(a) A sum equal to 1.41 per cent of such net
proceeds be retained by the Union as
attributable to Union Territories ;

(b) The balance of 98.59 per cent of such net
proceeds be distributed among the States
in accordance with their respective percent-
age shares of such balance as under :—

States Percentage of

distribution

1. Andhra Pradesh 8.39
2. Assam 2.47
3, Bihar 9.36
4. Gujarat 5.91
5. Haryana 1.94
6. Himachal Pradesh 0.59
7. Jammu & Kashmir 0.73
8. Karnataka 5.62
9. Kerala . 3.58
10. Madhya Pradesh 6.98
1l. Maharashtra 11.65
12, Manipur 0.17
13. Meghalaya 0.17
14. Nagaland 0.08
15. Orissa 3.59
16. Punjab 2.68
17. Rajasthan 4.17
18. Tamit Nadu 7.27
19. Tripura 0.25
20. Uttar Pradesh 16.10
21. West Bengal 8.30

100.00



the arcument of Jammu and Kashmir that the addi-
tional carnings from passenger fares arising from ex-
tension of the railway line to Jammu should be taken
into account in the determination of the grant is un-
sssaifabie, we are handicapped by the abseace ol any
information on passenger earnings in this extended
scetion, which becamc operative only from October,
1972, We arc not, therefore, in a position to take
the ¢xtended route length into account. But here again,
this decision should cause no serious concern because
Jammu and Kashmir, in terms of our award, is en-
titled to a grant under Article 275(1) of the Consti-
tution.  What they possibly lose under the grant in
licu of railway passenger fares is made good to them
by iiic grant payable under Article 275(1) of the
Constitution. The existing principles of distribution.
which are substantially the same as those formulated
by the Sccond Finance Commission, have stood the
test of time. TIn the continuing absence of statistics
on passcnger carnings in each State on account of
actual travel within its limits, the allocation of pas-
senger carnings from non-suburban services from each
gauge for cach railway zonc separately among the
States according to route length lying within each
Statc would be the most equitable basis for distribu-
tion of the grant.

7. We have accordingly worked out the percentage
shares of diflerent States on the basis of statistics of
gauge-wise route length of railways in each State and
the actual passenger earnings from non-suburban tra-
flic for cach zonal railway for the four years ending
1971-72. They are as follows :—

States Percentage

share
i. Andhra Pradesh 8.01
2. Assam 2.70
3. Bihar 10.58
4. Gujarat 7.47
5. Haryana 2.57
6. BHimachal Pradesh 0.17
7. Jammu and Kashmic 0.02
3. Karpataka 3.47
9. Kerala .61
19. Madhva Pradesh . 9.89
1t. Maharashtra * 8.87
12, Manipur —
13. Meghuluya —
14, Nagaland 0.01
[5. Orissa 2.24
16, Punjab 5,06
17. Rajasthan 6.59
18. Tamil Nadu 5.14
19, Tripura 0.02
20, Utlar Pradesh 19.85
21, Wost Bengal 5,73
100.00
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We recommen that the grant to be made available
to the States in licu of tax under the repealed Railway
Passenger Fares Tax Act, 1957 be distributed in
accordance with these percentages.

8. The recommendations of the Railway Conven-
tton Commitice on the quantum of the grant allocable
among the Siates arc to be in force only tiil the end
of 1973-74. It is mot known on what basis the
Railway Convention Committee would determine the
grani payable o the States in lieu of railway passenger
farcs for the period covered by our award.  We have,
therefore, contented oursclves with recommending the
percentage share of cach  State. The grant to be
made available to the States in licu of the repealed
tax on railway passenger fares should b: distributed
in accordance with the percentages indicsted above.
Mcanwhile, for purposes of assessment of revenue
gaps of Slales, we have assumed that the grant in lieu
of Railway passenger fares tax would be maintained
at Rs. 16.25 crores.

9. Almoest all Stue Governments have drawn our
atteation forcefully to the inequity involved in  the
replacement of tax on railway passenger fares by a
fixed grant. In providing for an impost on passenger
fares as one of the taxes to be levied by the Centre
and assigned to the States under Article 269 of the
Cousttution, the architects of  the Constitution had
presumabiy intended to give the States access (o a
modest share of the growing revenues of the railways.
This objective has been thwarted by the substitution
of ruliway passenger fares tax by a fixed lump sum
grant. We are impressed with the force of these arpu-
ments put forward by the State Guovernments., It is
diflicult to rebut their contention that they have been
deprived of a potentially elastic source of revenue by
@ umnilaleral decision ol the Ceniral Governuent, We
are awarc that the Railway Convention Committee of
1971 did consider the question of enhancement of the
grant in lieu of tax on passenger fares, but had con-
cluded that there was no scope for stepping up the
grant in view of the financial position of the Railways.
We also recognise that the Railways, as forcefully urged
by them beforc the Railway Convention Committee,
have 1o bear many social burden such as subsidised
passenger fares on suburban railways, movemcnt at
less than the cconomical cost of certain articles like
foodgrains and bulky raw materials and maintenance
of uneconomic railway lines often under pressure
from State Governments themselves. But we are not
concerred here with the Iarger aspects of the working
and financial results of the Railways. Making due
allowance for the difficultics faced by the Railways,
that are not dissimilar 1o those confronting many other
public utilities in Central and State sectors, the fact
remains that if the tax on passenger fares had conti-
nued, the actual collections during 1969-70  and
1970-71 would have amounted to  about Rs. 24.46
crores and Rs. 26.17 crores respectively. On the
basis of the figures made available to us for 1971-72,
1972-73(RE) and 1973-74(BE), we estimatc that
the tax would have amounied to approximately
Rs. 31 crores, Rs. 33 crores and Rs. 36.5 crores res-
pectively on the presumption that rovghly 10.7 per cent



of non-suburban passenger fares would represent the
tax element. Looked at from the narrow angle of
ensuring the profitability of Railways, it is true that
the levy of a tax on passenger fares would curtail
the scope for enhancement of fares. But from the
broader economic standpoint there is absolutely no
difference between the revision of railway fares and
imposition of a tax on passenger fares. As such a
tax has been specifically mentioned in Article 269
of the Constitution, it is not unreasonable to argue
that whatever potential there may be for mobilising
additional revenues from passenger traffic should in
part be tapped through a levy under Article 269 of
the Constitution for the benefit of the States.

10. Though the question of reimposition of tax on
passenger fares or corresponding enhancement of the
grant payable in lieu oi the tax may not strictly come
within our purview, we have deemed it desirable to
invite the attention of the Government of India to
the strong views expressed by the State Governments,
because we are also convinced that the grievance of
the State Governments is real and needs to be re-
dressed early. We also feel that the repeal of the
passenger tax and its replacement by a fixed grant
was not quite in accordance with the spirit, if not
the letter, of the provisions of Article 269 of the
Constitution. It will be in the larger interests of
healthy development of cooperative federalism in the
country if the point of view of the States is given due
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recognition in taking decisions on issues of this nature.
We would, therefore, urge that the Government of
India should redetermine the amount of grant payable
in lieu of tax on passenger fares in terms of what the
States could have got if the rallway passenger fares
tax had continued in its original form. The additional
loss to the Centre or gain to the States may only be
of a marginal nature. But it will have a significantly
favourable impact on Centre-State financial relations.
We appreciate the social burden which the Railways
are currently bearing. It cannot, however, be serious-
iy disputed that many other enterprises in  public
sector are also constrained to bear similar burdens.
But this has not deterred the Central Government
from imposing or enhancing, for example, excise
duties on products of such enterprises. It should also
be remembered that States do get a share of such
increases in excise duties. The only question that
may be of relevance to the reimposition of the tax on
passenger fares or in the alternative enhancement of
the passenger fares to enable the Railways to make
a larger grant available for distribution among the
States is whether the demand for railway travel is
sufficiently elastic and whether the fares would admit
of upward revision. Past experience indicates that
railway passenger fares should surely admit of some
increase. We also feel that any proposals for re-
imposition of railway pussenger fares tax or enhance-
ment of passenger fares would be justifiable to the
extent that such enhancement is linked specifically
with the payment of larger grants to the States,

*
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CHAPTER VIII

GRANT ON ACCOUNT OF WEALTH TAX
ON AGRICULTURAL PROPERTY

Under paragraph 4([) of the President’s Order, we
are required to make rccommendations regarding *‘the
principles governing the distribution among the States
of the grant to be made available to the States on
accour; of wea'th tax on agricultural property.”

2. Though the Wealth Tax Act had becen enacted
as ca-ivoas 1957, agricultural property was exempt
from 1he levy of wealth tax upto and inclusive of the
assessivent year 1969-70. The Finance Act of 1969
amended the Wealh Tax Act so as to extend the
fevy of wealth tax to agricultural property (except
such property sitvated in Jammu & Kashmir}, subject
to certain exemptions, with eflect from the assessment
vear 1970-71, The decision to subject agricultural
property to wealth tax was taken by Government
wilh a view to bring about equality of trcatment as
between persons having investments in  non-agricul-
tural property and thosc having investments in agricul-
tural property.

3. Wealth tax is not cne of those taxes or duties
which, under the provisions of the Constitution, are
to be shared with the States either on an obligatory
or permissive basis. It is also not a tax levied and col-
tocted by the Centre and assigned in their entirety to
the States, as for example, is the case with estate duty
on property other than agricultural land. However,
when in 1969, agricultural land held by individuals
and Hindu undivided families was made liable to
wealth tax, subject to certain limits, the Central Gov-
ernment decided swo motu that the net proceeds of
wealth tax on agricultural land would be passed on to
the States as grants-in-aid,

4 We have obtained the views of the State Govern-
ments on the principles to be evolved for the distri-
huticn amongst them of the grant-in-aid to be made
available to them on account of wealth tax on agri-
cultural property. Bricfly they are (—

(i} Distribution on the basis of location of pro-
perty. While one State had specifically sug-
gested that the grant should be distributed
in proportion to the gross value of agricul-
tural wealih located in each State in the
same way as estate duty is distributed in
propotiion to the gross value of  immov-
able property located in each State, another
had suggested that cach Stalc should get the
amount which it would itself have collected
if it had the power to levy and collect the
tax itself. Another State would prefer the
grant being distributed amongst the States
according to their respective population. in
case data were not available for distribution
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of the erant in proportion to the gross value
of agricujtural land located in cach State
and brought info assessment in each year;

(i
(iii)
{iv)

Distribution on the basis of population;
Distributicn on the basis of collection;

Distribution on the same basis as for income
tax.

(v) Distribution partiy on the basis of  popula-
tion and partly on ‘the basis of backward-
ness,

(vi) Distribution in proportion of the rural popu-
lation living below the subsistence level to
the total of such population of all  States
taken together;

{vii) Distribution in such a manner as to make
availablc more funds to agriculturally less
developed States in comparison to  those
which are highly developed.

5. We have considererd the relative merits of these
suggestions carcfully. Wealth tax on agricultural pro-
periy is comparable in its incidence to estate duly in
so far as the laiter relates to immovable property.
The location of property in cach case is clearly identi-
fiable and provides therefore a reliable basis  for dis-
tribution of the preceeds of the tax among the States.
We therefore {eel that the grant on account of wealth
tax on agricultural property should be distributed
among the States in proportion to the value of agricul-
tural property situated in the State and brought into
asscssment. Population would not secm to be a suit-
able basis for distribution of the grant since it has no
bearing on the exient or value of agricultural property
broupht within the tax nct. Collection would not also
be an appropriatc basis as the tax coflected may in
some cascs rclate to property located outside the
State, Backwardacss or need for development of any
particular arca would also not scem to be relevant in
the distribution of the grant. Accordingly, we recom-
mend that the grani-in-a‘d to be made avaliable to the
States on account of wealth tax on agricultural  pro-
perty should be distributed pmong the States in pro-
portion to the valuc of agricultural property located
in cach State and brought to assessment in that year.

6. It is presumed that the grant pavable to
States would be equivalent 1o the net collections  of
wealth tax on agriculturet property less  collections
attributable to Union Territories. I our presumption
1s correet, we would recommend that the share attri-
butable to Union Territories should be in proportion
to the value of apgricultural property situated in the
Union Territorics and brought to assessnient.

the



7. We had asked the Central Board of Direct Taxes
to let us know the naturc of statistics that are at pre-
sent required to be maintained for the purpose of
assessment and collection of wealth tax on agricultu-
ral property, and whether it would be possible to
maintain statistics relating to the agricultural property
in each State brought under assessment. We have
been advised that these data are not readily available.
We have, however no doubt that arrangements could
easily be made for compilation of relevant statistics
relating to agricultural property located in each State
and brought to assessment in that year.

8. The initial anticipations in regard to the yield of
the tax would seem to have gone awry completely. In
1970-71, against the estimated yicld of Rs. 4 crores,
the actual collections amounted to only Rs. 8.72 lakhs.
The actual collections in 1971-72 amounted to
Rs. 49.43 lakhs and in 1972-73 to Rs, 69.51 lakhs
against the anticipated receipts of Rs. 8 crores in each
of the years. The Central Board of Direct Taxes has
now set its sights lower and in the forecast of receipts
for the five years ending 1978-79, the gross rcceipts
from this tax have been placed at Rs. 1 crore per
annum. As the cost of collection has been estimated at
Rs. 55 lakhs a year, the net amount likely to become
available for payment to the States as grant-in-aid
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during the period of our recommendation would be
only of the order of Rs. 45 lakhs a year. In view of
the relatively low and uncertain vield from this tax,
we consider that the grant likely to be made available
to the States from out of the proceeds of this tax
should not be taken into account in assessing the re-
sources of the States for the period of our award. We
have, therefore, left this amount out of account in
computing the non-Plan revenue gaps of the States.
Accordingly, the grant on account of wealth tax on
agricultural property distributed among the States in
accordance with the principles recommended by us
may be reckoned as a resource for State Plans,

9. We have been given to understand that a sum of
about Rs, 3.4 crores has already been given to the
States, including Himachal Pradesh, Tripura and
Manipur in 1970-71. The actual collection in that
year amounted to only Rs. 8.72 lakhs on the basis of
departmental statistics. In view of this, the grants on
account of tax on agricultural property falling due for
payment in the forecast period are likely to be offset
substantially by recoveries of overpayments already
made. This is another factor that has weighed with us
in keeping this grant out of our estimates regarding
the resources and needs of the States during the period
of our award.
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CHAPTER X

REVISION OF PAY AND DEARNESS ALLOWANCE
OF EMPLOYEES OF STATE GOVERNMENTS

In ussessing the requirements of State Governments
on account of expendilure on administration, we are
required to lake inio account, under paragraph 4(b)(iii)
of our terms of reference, such provision for emolu-
meuts of Government empioyees, teachers and Jocal
body cmployces as obtaining on a specified datc as
the Commission deem it proper in the light of the
States” capacity and needs. It is significant that the
Presidential Order delimiting the field of enguiry of
the carlier Commissions did not make any cxjlicit
refercnee to the problems of emoluments of Govern-
ment employces or teachers or local body employees,
This does not, of course, imply that earlier Com-
mussions had, for purposes of their award, left out of
account the needs of the States in regard to emolu-
ments of their employees.  On the contrary, the Com-
missions considered it both necessary and proper to
provide in their schemes of devolution for all the
requirements  of the States  arising from such ia-
creases in dearncess allowance and  scales of pay as
had been implemented and brought to their notice.
Thus, for cxample, the Fourth Finance Commission
which was faced with a spate of proposals from State
Governments for revision of the emoluments of their
employees considered in detail the requests of the
State  Governments. The Commission took into
account all firm Government orders sanctioning in-
creases in emoluments upto  the end of June 1965,
The Commission recommended that the revision upto
the end of July, 1965 should also be tuken into account
and suilable adjustments in grants-in-aid under Article
275 made if the States concerned had passed firm
orders by them.  Accordingly, after the submission of
the report by the Fourth Commission, Government
of India asked Prof. Karve, a member of the Com-
mission, to cxaminc the requirements of the States
excluded by the Commission and listed by them in
their report.  The grants-in-aid recommended by the
Fourth Commission were suitably cnhanced with re-
ference to the amounts needed by such States for
revision of emoluments of their cmployees: The pro-
cedure followed by the Filth Commission, in assessing
the reasonableness of the demands made by the State
Governments, for revision of the emoluments of their
employcees, has been indicated by them in para 6.13
of their report. Briefly staizd, the Commission allowed
in full for the likely cxpenditure on increased dear-
ness allowance in all cases where such increases had
alrecady been sanctioned by the State Governments.
They also aliowed for arrcar payments relating to the
period prior to 1-4-1969 in all cases where commit-
ments had alrcady been made or payment had already
commenced.  They did not, however, make any al-
lowance for possible increases in dearness allowance
in future. With regard to pay revisions, the Fifth
Commission took the line that only such proposals as
had been implemented prior to 1-4-1969 should be
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recognised by them. In other cases, the Commission
fcft that the question of making provision for revision
of scales of pay would arise only where the level of
expenditure in any State fell short of all States aver-
age after taking into account also the scope for greater
tax cffort in relation to the all States average. It is
not, however, clear how preciscly final adjustments in
this regard were made in determining grants-in-aid of
the States under Article 275.

2. On the question of provisions for revisions of
dearness allowance and scales of pay, the States would
secm to have two main grievances. Firstly, the prac-
tice, which has come into vogue of Finance Commis-
sions taking into account only such revisions as have
alrcady been implemented, places at a scrious dis-
advantage States which, on considerations of financial
prudence or on account of constraint of resources or
even administrative delay in the appointment of Pay
Commissions and processing of their recommendations,
could not implement revisions of dearness allowance
or pay in time for consideration by the Finance Com-
missions.  Sccondly, the wide disparitics in emolu-
menis between employees of State Governments and
those of Central Government on the once hand and
among cmployces of various State Governments them-
selves on the other hand create a situation in which
most State Governments are under continual pressure
for upward revision of emoluments.

3. The scales of pay of Ceniral Government cm-
ployees wure revised in pursuance of the recommen-
dations of the Sccond Central Pay Commission in
1959 and sincc then there have becn as many as
eighteen revisions in the form of dearness allowance
or interim relief.  Understandably, these revisions have
triggered demands for similar increases from employces
of State Governments. These successive increases in
rates of dearness allowance have caused enormous
strain on the resources of the State Governments and
may be said to be at the root of the ways and means
difticulties of many of them. It s tragic that the
butk of the additional resources raiscd by them for
financing the Plan has been eroded by the payment
of higher cmoluments o cmployees. This is not a
sitnation which can be viewed with equanimity by any
one mterested in cconomic and  social development,
though we appreciate that, given the continuous spurt
in prices, the State Governments had perhaps no other
alternative.  Reference has also been made to this
problem in the reports of the carlier Commissions.
With thc appointment of the Third Pay Commission
by the Central Government, in  April, 1970, States
became aware that its report and Government of
India’s decision thercon would further upset their
budgetary calculations. Onec of the main themes
urged by State Governments in their memoranda and



per annum. The same rate has been adopted for
projecting the requirements on account of committed
liabilities of the Fourth Plan Schemes.

29. There are a few heads of expenditure to which
it will be inappropriate to apply a uniform rate of
growth. The requirements of the States under *“16-
Interest” have necessarily to be determined with re-
ference to debts outstanding. Likewise, the major
head “76—Other Miscellancous Compensations and
Assignments” includes payments to local bodies of
their share of tax collections at present level of ex-
penditure and the future pattern of growth varies from
State to State. The major head “71-Miscellaneous™
comprises a large number of miscellaneous transac-
tions that cannot be conveniently accommodated with-
in any other group. The composition and quantum
of expenditure under this head varies considerably
from year to year. In some of the States, this head
also accommodates grants to local bodies for func-
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tions transferred to them. The forecast of expenditure
under thesc heads has, therefore, been determined in
cach case separately with reference to past trends
and other relevant factors urged by the State Govern-
ments.

23. As regards the basc level to which these rates
of growth are to be applicd, we are constrained to
adopt the actuals of 1971-72, because the preliminary
actuals of 1972-73 furnished by the Accountants-
General for most of the States, unlike similar figures
on the receipt side, are liable to numerous adjustments
that may not be completed in time for our report.
However, this decision is not expected to affect
adversely the interests of the States because the
assumed rates of growth on the expenditure side are
generally a little more generous than what most of
the Stafe Governments have been able to provide for
in the recent past, if increases on account of pay and
dearness allowance are excluded.
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during their discussions with us has thercfore been
that the repercussions of the Central Pay Commission’s
recommendations on the scales of pay and allowances
of employees of State Governments should necessarily
be allowed for by us fully in our award.

4. At our very first meeting, we addressed oursclves

to the extremely complex and deficate issue of deter-
mining a refercnce date for purposcs of consideration
of the requirements of the State Governments in re-
gard to emoluments of their employees. We realised
that the fixing of any prospective date would bring
the State Governments under relentless  pressure for
further revision of emoluments of their employecs. It
might not also have proved fair to States anxious to
conserve their limited resources for implementation of
developmental programmes in the remaining period of
the Fourth Plan. We therefore strongly felt that the
date chosen should be such as would guarantce that
whatever decisions were actually taken by the State
Governments on revisions of emoluments would be
based on their own merits and without reference to
the pendency of the award of the Finance Comimnission.
In view of this consideration we proposed to adopt
Ist January, 1972 as the reference date. The State
Governments were informed accordingly in Member-
Secrctary's letter of 17th July, 1972 and thcy were
requested, in furnishing their projections of non-deve-
lopment expenditure for the years 1974-75 to 1978-79,
to take into account only scales of pay, dearness
allowance and other allowances as obtaining on 1st
January, 1972 on the basis of orders issued and im-
plemented on or before that date. We would like to
state even at this stage that in choosing a date anterior
to our appointment as the reference date, wc were
motivated solely by the consideration that the whole
question of additional provisions needed for revision
of scales of pay and dearness allowance should be
settled to the extent possible on the basis of certain
objective norms and not as would seem to have been
tha case in the past, only with reference to the actual
commitments made by the State Governments on of
before a particular date falling within the last phase
of the labours of the Finance Commission. The most
serious criticism of the approach followed by earlier
Commissions has been that it gave the States an ai-
most irresistible incentive to rush ahead with imiple-
mentation of proposals for enhancement of emoluments
in the certain knowledge that all such increases would
invariably be taken note of by the Commission. At
the same time. States which refrained from doing so
cither for want of resources or on considerations of
soumd fiscal management or cven sheer administrative
delay felt that they had been deslt with unfairly. Tn
fixing 1-1-1972 as the date of reference, we hoped to
act a clear picture of the relative position of different
States in respect of scales of pay as on a date when
the State Governments’ judgment was least likely to
have been clouded by the implications of the im-
pending appointment of a Finance Commission. How-
ever, it was pot our intention that the needs of the
Siates on account of emoluments of their cmployees
should be frozen as on 1-1-1972. Rather, our inten-
tion was that no Statc should gain or lose only be-
cause it had implemented its proposals for revision
of pav and allowances on a particular date after wc
had embarked on our work. Tt was also our intention
to put the State Governments on clear notice that

whatever revision of scales of pay and allowances they
chose to implement would be at their own risk and
that their proposals in this regard would be evaluated
on merits and with reference to certain yardsticks.

5. Many Chief Ministers have written to us pro-
testing against the choice of a date as far back as
11-1-1972. During the discussions with the Commis-
sion too, all the State Governments pressed hard for
a reconsideration of the reference dawe ot 1-1-1972.
They have argued that it would neither be realistic
nor fair for the Finance Commission to ignore the
{iaancial implications of the proposals implemented by
the State Governments after 1-1-1972. The choice ot
1-1-1972 as the date of refercnce has not deierred
most of the State Governments from going ahead with
revisions of pay and dearness allowance. All State
Governments, with the cxception of Meghaluya, have
proposed additional provisions on account of increases
in pay and/or dearncss allowance including interim
relief—Table No. 1 in Appendix X to our report scts
out details of provisions proposed by the State Gov-
ernments for such revisions implemented by them after
1-1-1972. Th~ additional provisions demanded by the
State Governments for revision of emoluments amount
to about Rs. 2827 crores over the Fifth Plan peried.
Even this estimate is incomplete because only a few
of the Statc Governments have chosen to indicate
liabilities of a contingent nature. A broad picture of
the estimates of additional provisions is presented be-
low while Statewisc details will be found in Table
Nos. 1, 4 and 5 in Appendix X appended to our re-
port :

(Rs. crores)

[ncreases Confin-  Total
already  gent
given liability
effect to
Revision of pay, dearness
allowance and interim
relief . . 1,563.27 1.144.85 2,708.12
Other increases 68. 11 51.10 119.21
ToTtaL 1,631.38 1,195.95 2,827.33

6. The arguments of State Governments in secking
a change in the reference date run on the following
lines :

In accordance with the terms of reference, the
Finance Commission is required to take levels of tuxa-
tion likely to be reached at the end of 1973-74. The
estimates of revenue-receipts for the forcast period are
not with reference to accruals of revenue as on 1st
Tanuary, 1972. As such, there would be an asymme-
tary in the Commission’s cstimation of the needs of the
States. Most of the State Governments are committed
to maintenance of parity with Central Government in
rates of dearness allowance and the revision by the
Central Government of the rates of dearness allowance
of their employecs sets in motion  a chain reaction
which cannot be ignored. In this context. the State
Governments also drew our attention to the disparities
already existing between emoluments of employees of



most of the State Governments and those of Central
Government and urged that it was becoming increas-
ingly difficult to sustain such disparities. They were
working side by side in many places and their work
was identical. The State Governments also referred
to the likely repercussions of the report of the Central
Pay Commission and the pressures that would be
generated for further revision of the emoluments of
their employees. The State Governments, therefore,
urged strongly that a date such as 31-3-1973 or
31-3-1974 should be adopted as the reference date.

7. We have already indicated briefly the reasons
that weighed with us in choosing 1-1-1972 as the
date of refercnce. We reiterate that it was our inten-
tion right from the outset to evolve, to the extent
possible, certain principles for proper assessment of
the requirements of the States on account of pay and
dearness allowances. In formulating these principles,
we have given the most careful consideration to the
points urged by representatives of State Governments
and also representatives of employecs of some of the
State Governments who met us during our visits to
Statc capitals. In our view, any assessment of the
requirements of the States for revision of scales of pay
and dearness allowance for their employees should
subserve certain objectives which we delineate in some
detail in succeeding paragraphs.

8. The appointment of a Finance Commission now
becomes a signal for State Governments to hurry
through the proposals for revision of scales of pay
and dearness allowance. We should not be taken to
imply that the revisions that have been implemented
in recent months have been motivated solely by the
desire to take advantage of our impending award.
Nevertheless it is clear that the State Governments do
become speciaily vulnerable to the demands of their
employees when the Finance Commission is In_ses-
sion. At the same time, the approach hitherto follow-
ed by the Finance Commissions does impose a dis-
ability on States which, for want of resources, are
unable to implement in time revisions of emoluments
of their cmployees even though there may be a pressing
need for the same. It would be conducive to sound
fiscal management and rational decision making if it
becomes clear that a Finance Commission is not bound
to take note of all the increases in emoluments that
may be given effect to. At the same time, States
which have observed a measure of restraint in pay
revisions, should have the assurance that their mini-
mum requirements in this regard would not go un-
noticed. An approach somewhat on these lines alone
will be fair to the State Governments infer se and

their employees.

9. The Finance Commission cannot, however,
Harrogate to itself the responsibilities of a Pay Commis-
" sion and pronounce on the reasonableness or other-
: wise of the scales of pay in force in different States.
|1t will take us far from our field of enquiry to go into
“such questions as to whether disparities between Statc
tand Central Government employees or among the
‘States themselves arc justified or not. These are
ilarger issues which can best be examined in the con-
‘text of an overall national policy on wages and in-
‘comes. We should also remember in this connection
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\ that inter-State comparisons on scales of pay and al-
lowances can be undertaken with any degree of
assurance only in respect of certain common and well-
defined categories of staff at lower levels, such as
Pe_ons, Clerks, Police Constables and Teachers in
Primary Schools. The structure of departments,
opportunities for promotions, as also qualifications and
responsibilities attached to the several posts at higher
levelg, vary from State to State, It would, therefore,
be risky to attempt any kind of approach towards
standardisation of pay and allowances at these levels.

_10. At the same time we recognise that very wide
disparities in emoluments at the lower levels, where
duties and qualifications arc easily comparable, are
bound to generate discontent and impair maintenance
of reasonable standards of efficiency in administra-
t1on.l/,’ It is relevant to mention here that we have also
been specifically asked to make reasonable provision
for enabling the States that are now backward in
standards of general administration to come up to the
levels of the more advanced States within a period
of ten years. While we deal with this problem of
upgradation of standards of administration in back-
ward States at some length in another chapter, we
would only like to observe at this stage that improve-
ment of standards of administration cannot be viewed
in isolation from scales of pay. The level of emo-
luments has an important bearing both on standards
of recruitment and the performance of cmployees of
different ranks,

11. State Governments are united in demanding
that the likely repercussions of the Government of
[ndia’s decisions on the recommendations of the Third
Pay Commission should not be left out of our reckon-
ing. They have also laid stress, in the light of their
past experience, on the inevitability of further revi-
sion of rates of dearness allowance of their employees
in the forecast period. They have urged that our
schemes of devolution should provide for all such
possible increases over the next five yearss In our
view, it would be difficult, and wrong in principle, to
provide for expenditure of a contingent nature. In
the event of rise in prices, increases 1n rates of dear-
ness allowance may become necessary. We have made
our estimates of revenues and expenditure at constant
prices- Any rise in prices, which may call for an up-
ward revision of rates of dearness allowance of
employees, will also bring in additional revenues to
the States under heads such as Sales Tax, Motor
Vehicles Tax and Stamp Duty, and also in the form
of their share of Central taxes. This assumption is,
by and large, borne out by past experience. In view
of this, we have not considered it necessary to incor-
porate in our forecast of requirements of State Govern-
ments any provisions for enhancement of rates of
dearness allowance in future.

b/

12. Keeping in view various considerations set out
above, we felt that the provisions indicated by the
State Governments for revision of scales of pay, dear-
ness and other allowances of their employees should
be dealt with in the following manner :



(1) 1st January, 1072 should be taken o. iie date
o reivrence.

(2 Though there wore wide disparities n scalus of
pay and dowmness allowanee among States cven as on
1-1-1972, full proves should — be made for the
actial reguirenene of the States on the basis of
ceaiee of pay oad Jlwvanees @soon LL972, We
noed not go into the renscactizacss or otherwise of
th seales of puy as obiaining on the date of reference.

=

(3) Whils complete elimination of the dispariiies as
Hetween diferont States i not feasible, it has 1o [of
conceded that in some of the States scales  of - pay
and allowances as en F-1 1972w relatively low.
The States, in which  cmotuments  of employces 4s
Comprising pay, dUarnisy o Glesdaiin, interim  reliel
and dearness poy, if ooy, boiow the all-States
average as on L-1-1872, shult, thovefors, be enabled
f+ corae upto the aveiaoe,  Ruguirements of additional
funds in this regard fave heon teken into account.

ST
LA R

it
meticulously necurate com-
putation of the ceauivemenis of the States with re-
forence to scales of pay of all the nmumorous grades
in costence and the number of employess in each
grade. We, therefore, concluded that ~ the ends of
justice would he substantially met if the requirements
of the States were worked out with refercuce to the
disparities in respect of select common and nuneri-;
cally large categories of posis such as (1) Peon (2}
Lower Division Clerk (3) Upper  Divisien Clerk (4}
Police Constable (5) Head Constable  (6) Trained:
Primary Scheol Teacher (7) Revenue Inspector ()
Teained Graduate Teacher (9) Naib/Depaty Tchsildar
(10v Tehsildar and (11 Deputy Collector/Sub Divi-‘j
cinnal Officer.  The order of increascs needed with”
refrronce to these posts having been determined, the
actual provision neerted could he settied on a reason-
ahly pecurate hasis with reference 1o the total number
of cmployees alling more or ess within the pav ranges
: th~ categorics menfioned

is ot possibic o make a

corresponding ta those of
ahove,

(4) As regards States whose scales of pay wcere
above the all-States average on 1-1-1972, it would
he sufficient if further increases actually given by
them were allowed for with reference to rise in cost
of living since 1-1-1972. For this purposc, we took
into account the rise in cost of living from 1-1-1972
tn 1-5-1973. Tn view of the Tact that our projections
of revenues of States from 1973-74 onwards have been
made on the assumption of constant prices, we have
left out of account the risc in prices after 1-5-1973.
The All Tndia averar > Consumers’ Price Tndex for In-
dustrinl workers (1960= 100), which stood at 195 in
December 1971 rose to 221 in Anril 1973, indicat-
ing on increase of 13.33 per cent. As regards  the
dearce of ncutralisation against rice in the cost of
Jiving, we felt that it wonld be both fair and appro-
priate to regulate it o the hasis of the recommenda-
fiane of the Third Pay Commission in regard to em-
plovess of Central Government as set out in para-
araph 17 of Chapter 55 of their Repert. Tn assessing
the requirements of the States which were ahove the
natonal averaee in ferms of scales of pay and emolu-
menis as on 1-1-1972. we, therefore. took into account
the increases given cffect to by them suhsequent 1o

§/19 M of Fin./T3—6.
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[-1-1972 only to the extent necded for ncutralisation
i cost of living in the manner indicated above. We
have taken the view that any cxcess over the provi-
sions, as computed in the manaer indicated  above,
should be met by the State Governments from their
own resouices and should not qualify for grants-in-aid.
In the case of surplus States, we have computed their
non-Flan revenoe :\'urplus on the same basis.

(5) In the case of States whose scales of pay and
dearncss allowance were below the national average
as on 1-1-1972, the amount nceded to bring them up
:a the national average was computed fivst. On the
amouits so arrived at, a further Increase Lo compen-
<ate for the rise in cost of living from 1-1-1972 to
1-5-1973 was worked out in the same manner as indi-
cated in the last paragraph and allowed for.

13. The precisc manner in which we have worked
out the entitlements of the States on the basis of these
principles is esplained at fength below :

14. For computing the approximate cost of in-
creases in emolumenis of cmployees of State Govern-
ments since 1-1-1972, we ascertained from them the
number of employees by various pay ranges and the
details of revisions in pay and allowances undertaken
by them together with their own ecstimates of costs
during the Fifth Plan period. The State Governments
weie also requested to indicate the number of emp-
loyees of local bodies and teachers of aided institu-
tions in respect of whom they are liable to meet the
expenditure on salary and allowances. Tt was seen that
the State Governments had not followed a  uniform
procedure in estimating the financial implications of
their decisions. While some of the State Govern-
ments had adopted a constant figure for each year
Auring the Fifth Plan perjod, others had in addition
allowed for certain annual retes of growth It should be
. membered that the bu'k of tht further increass in the
number of cmployces would normally be for Plan
schemes, cxpenditure on which will form part of the
Fifth Plan. We, thercfore, considered a growth rate
of 2 per cent per annum fo be ample in projecting
the cost of the revisions already iraplemented by the
State Governments since 1-1-1972. Necessary adjust-
ments were accordingly made in the estimates  fur-
nished by the State Governments. The financial imp-
lications of the rcvisions as estimated by the State
Governments and the modifications made by us  are
indicated in Table No. 2 in Appendix X which also
shows the number of employees in cach State accord-
ing to the information furnished by State Governments.

15. As indicated above, in the case of States whose
ccales of pay and allowances were below the national
average as on 1-1-1972, necessary allowance has been
made to bring them up to the all-States average and
also a further increasc to compensate for the rise in the
price Tevel between 1-1-1972 and 1-5-1973. The up-
pradation of the cmoluments of the en-
ployees of these States to all-States average
will naturally call for the formulation of a revised pay
ctructure and the ‘fitment’ of the employees in  new
scales of pay. It needs po great argument (o show
that in this process. the maximum bencfit as measured



by the difference between the minimum of the old and
new scales of pay will accrue only to the new entrants
who generally constitute only a small proportion of
the total number of employces, Those already in ser-
vice would benefit to a much smaller extent depending
upon the pay actually drawn by them in the old scale
and the fornula prescribed for fitting them into new
scales. Having regard to this fact, it would not be
wide off the mark to assume that the aggregate cost
of cnhancement of scales of pay up to the national
average in these States would at best be about half the
cost worked out on the basis of the difference between
the minima of the old and new scales of the numeri-
cally significant categories.

i

16. Our estimate of the cost thus arrived at for
compensating the States for increase in the price level
between 1-1-1972 and 1-5-1973 and for raising the
emoluments of employees of the States, whose scales
were below the all-Statcs average up to the average,
together amount to Rs. 1414.15 crores. The same has
been taken into account for purposes of reassessment
of forecasts. In the case of the States where the emo-
luments were gencraily below the all-States average
on 1-1-1972, the provision aliowed by us naturally
exceeds the provisions needed for the commitments
already made. In effect, they secure additional resour-
ces amounting to Rs. 221.80 crores over the five
year period to cope with the demand for the future in-
crease in the cmoluments of their employces. In the
case of the remaining States, viz., Bihar, Gujarat, Har-
yana, Jammu & Kashmir, Mysore, Punjab,  Tamil
Nadu and Uttar Pradesh, the aggregate cost of the re-
“visions carried out by them after 1-1-1972 exceeded
the provision arrived at by us on the basis indicated
by Rs. 244.99 crores. In their case, the provision for
revision of emoluments has, therefore, been limited
to the cost arrived at by us. The total provision al-

lowed by us for each State js indicated in Table No. 3
in Appendix X

17. Some of the State Governments have sought
substantial additional allocation in anticipation of re-
vision of pay scales likely 10 be necessitated by the
decisions of ‘the Central Government on the recom-
mendations of the Third Central Pay Commission,

These requests have not been taken into account by
us.

18. In addition to revision of pay and dearness
allowance, some of the State Governments have also
either undertaken or have proposed enhancement of
house rent and other allowances and certain fringe
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benefits such as medical aid, increase in pension and
gratuity, travelling alowance leave travel concesions,
encashment of leave, etc, Table No. 4 in Appendix X
indicates the provisions proposed by the various State
Governments in this regard. lncrease in pension and
gratuity, traveliing allowance, special pay, etc., are in
the nature of normz! growth in departmental expendi-
turc and these have been taken care of by the fairly
liberal growth rates that we have allowed in the ex-
penditure estimates. No additional provision for these
items was, therefore, considered necessary. One of
the States has sought substantial provision for grant
of encashment beucfits of leave to its employees, This
concession should not in our judgment entail any ap-
preciable extra expenditure as there would ordinarily
be no need to appoint substitutes in leave vacancies
when the employecs are allowed encashment of leave,
It may be added that the Third Pay Commission which
considered a similar claim for encashment of leave by
employees of Central Government has rejected  the
same. We do not, therefore, see any justification for the
provision sought by the State Government. The claims
i respect of other items have been accepted by us
after suitable adjustments for errors arising from over-
estimation of costs by the State Governments concer-

ned. The provisions so aliowed by us are indicated in
Table No. 3 in Appendix X.

19. The approach that we have adopted in this
chapter has the following advantages :
(1) States whose scales of pay were distinctly above
the all-State average #s on 1-1-1972, would

get the benefit of additionan provisions need-

ed to compensatc their cmployees for rise

in the cost of living since that date up to
1-5-1973.

(ii) States, which had observed restraint in
sions of pay and allowances and thus con-
served their resources for development,

would not be penaiised for theiy past prud-
ence.

revi-

(iii) Our approach embodies a line of policy in
terms of which demands for addtional pro-
vision for pay or dearness allowance can
be dealt with by the Finance Commissions
in future. States will be relived of the
compulsion to hustle through puy revisions
and present the Finance Commission with
fait accompli, if it is brought home to them
that their requusts for additionn] sflocntion
of funds for cnhancement of pay and al-

lowances would be regulated on a normative
basis,



CHAPTER XI

SOHMS TOR MAINTENARCE OF CAPITAL
ASSETS AND PLAN SCHEMES

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

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

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

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

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

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

(iit) Buildings

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

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

Maintenance of Irrigation Works

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

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

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



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

Maintenance of flood protection works

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

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

Provision for maintenance of irrigation and Flood Protection Works

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




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

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

Norms tor oicinicidice of buildings

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

;
At

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

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

Buildings Constructed

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

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

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

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

State norms of muintenance as perceitage of capiial cost,

Buildings constructed
-

Stafes r

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

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

(T) Temporary buildings

{R) Residential buildings

(NR) Non-residential buildings.

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

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

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

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

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



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

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

24 94

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

® *Actoal for 1971072 was Rs. 28 lakhs.

Norms Jor Maintenonce of Roads

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

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

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

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

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

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




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

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

(Rs. crores)

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

Total . . . 105.03 161.04 833.06

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

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

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

o~



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

tial step-up over the existing levels.

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

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

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

(1) Himachal Pradesh

(2) Jammu & Kashmir

{3y Kerala

(4) Nagaland

(5) Tamil Nadu

(6) Tripura

Category B.—States in which the provisions for

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

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

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

Category C.—States
medicines and
be low \—

(1) Bihar

(2} Manipur

(3} Meghalaya
(4) Orissa

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

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

in which provisions for
dict should be considered to

Provision Tor Medicines and Diet
{Rs. Crores)

States 1971-72  1974-75  Total

1974-79

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

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

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

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

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

Provision for Medicines in Primary Health Centres and Sub-Centres

(Rs, crores)

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

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

heen allowed in the reassessment,

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

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



CHAPIER XII
UPGRADATION OF STANDARDS OF ADMINISTRATION IN BACKWARD STATES

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

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

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

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

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

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

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

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

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

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

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



CHAPTER XI
UPGRADATION OF STANDARDS OF ADMINISTRATION IN BACKWARD STATES

The formulation of principles governing grants-in-
aid of the revenues of the States in nced of  such
assistance is one of the obligatory functions cast on
the Finance Commission under the Constitution. In
assessing the needs of the States in pursuance of this
Constitutional directive, the Finance  Commssions
have moved away from the cencept of  budgetary
needs, as emerging from the forecasts of revenue and
expenditure admitted by State Governments, to  a
consideration of fiscal needs in a comprehensive sense.
But the determination of grants has bcen made on
the basis of the levels of administrative and social
services as alrcady atiained in different States. in
consequence the accent has been on maintenance and
consolidation, rather than on improvement and ex-
pansion of the variegated services, that a State Gov-
ernment is called upon to provide in an cra of rising
cxpectations,  In particular, no attempl appears (o
have been made so far to quantify the requircments
in financial terms of the backward States from ihe
standlpoint of progressive equalisation of  standards
of cssential administrative and social services within
4 definite time herizon. It seems reasonable to us
that provision of funds to the States that
arc backward in administrative and  social  ser-
vices, falls within the purview of the Finance Com-
mission. ara 4(b)(v) ol ocur terms of reference
appears o confirm this view.

2. 1t is hardly possible for the Finance Commission
within the time atlowed to it, cither to examine in
depth the soundress and adequacy of .he administra-
tive sct up in the various States or 10 formulaie
specific proposals for its improvement. Ariong Lhe
numeroys factors which impinge o the eflicieacy of
the administrative system, there arc many that cannot
be reduced to financial terms in any meaningful sense.
Principles and procedures of recruitnient, {raining
and deployment of administrative and technical per-
sonnel of different catcgories, clear definition and en-
forcement of the responsibilities of functionaries at
different levels wnd above all the general politival
and social milicu in  which the administrative
machinery has to operate, determine ihe eflicacy of
the administrative system. However, the constraint
of resources is admittedly onc of the inportant factors
impeding  the  achievement ol certain minimun
standards of administrative and social sorvices in some
of the States. The removal of this constraint comes
within the purview of this Commisson. It would
nevertheless be recognised that the provision of re-
sources is only ihe first important sicp in the pro-
cess of progressive climination  of  disparitics in
standards of administrative and sociul services. i
the provision of additional resources i to {ructify in
terms of morc cliicient and adequate service to the
community at large, this will have to be followed up

by energetic and purposcful action on wide {ront
at both political and administrative levels in the back-
ward States.

3. We have carcfully examined the implications of
the term “General Administration” occur ing in this
part of our terms of reference:  On a nerrow inter-
pretation, the term “General Adminisiration” could be
deemed to cover only those scrvices, provision  Tor
which is normally made under the budger head 719-
General Administration”.  This would mcan that the
problem of upgradation of standards it backward
States might be considered us limited 1o ailocation ol
additional funds for cxpenditure on such agencics s
Secretariat and Attached Offices. Board of Revenue,
Treasurics and gencral administrative estubhshments
at district, divisional and tchsil levels. W hold that
such an interpretation would be unduly  restrictive
and out of tunc with the cnlightenzd appreach to
the problem of inter-State disparitics thit has  ins-
pired this part of our terms of reierence, by our
view, the cxpression “General Administraion” secur
ring in our terms of reference should be taken in s
broad sense as comprehending all the insti imentalitics
of Governments concerned with general adminisirs-
tion, maintenance oi faw and order, admi istration of
justice and other vital fuactions of Governments par-
taining to the health and welfare of the ¢ tizeis,

4. We have taken the view that the Firance Com-
mission is concerned primarily with expeoaditure on
revenue account.  But this can be consideied by somu
as restrictive.  Article 112(2) of the Constitutten re-
lating to Central Budget and Article 202(2) ol the
Constituiion refating to the Stute Budget do specili-
cally requirc that expenditure on revenu:  account
should be distinguished  from  other  cxpemditure.
Article 275 of the Constitution also reivrs only to
revenues” of the States.  It, thercfore, s:ems to us
that while we can deal with all the regutements of
the States for upgradation of standards of adniinistra-
tion including social services, we should concern our-
sclves only with cxpenditure on revenuc tecount and
not on capital and lvan accounts. For nurposcs ol
raising of administrative standards, we aave there-
fore lefi out of account cxpenditure in  States  on
schemes such as roads and drinking weter supply.
which is generally booked under capital account.

5. We examined carcfully the criteria with refe-
rence to which the backwardness of States in standunrds
of administration could be assessed with a measure
of accuracy and the assistance provided to them for
reduction of the disparities.  In an attempl 1o aseess
the cxtent of leeway to be made up by the backward
States i physical terms, we addressed a  question-
naire to all the State Governments as in A»opendix TH.



48

Many of the subsidiary points on which we obtained
information also gave some indication of the leveis
of physical achievements in several spheres of adminis-
tration and social services. On an analysis of the
information obtained, we found that except in cer-
tain sectors such as elementary education or medical
and public health, where the enrolment ratios or the
hospital bed-population ratios might give some indi-
cation of the relative progress made by ditferent
States, the information available about many heads
of administrative and social services did not provide
a workable basis for taking a view on physical re-
quirements of backward States.  To illustrate, we
thought that the span of control in terms of area and
population of different functionaries at district, sub-
divisional and taluk levels could provide a rcasonably
satisfactory yardstick for assessment of the standards
of general adminisiration in different States.  But
analysis of the information obtained from the Statcs
showed that it would be misleading to apply this
vardstick. Thus, for example, the average size of
a district in terms of population was found to be high
both in Bihar, which is admittedly one of our back-
ward States, and Tamil Nadu which is recognised to
be an advanced State. This should suffice to show
that the size of a district by itself cannot be taken
to be an indicator of the adequacy or otherwise of
th. administrative machinery of different States. Simi-
larly in the case of Police, available information on
the ‘strength of pelice force and the facilities available
to police personnel was not such as to permit any defi-
nite conclusions about the adequacy or efficiency of the
police force in different States. Even in sectors such
as education or medical and public health where the
enrolment ratios or the ratio between population and
hospital beds gives some indication of the requirements
of the States on a comparable basis, we found it
difficult to translate the requirements in financial
terms in view of wide differences in scales of pay
and variations in patterns of assistance to institutions
run by local bodies and other aided agencies. On
consideration of these and other relevant factors, we
were led to the view that per capita expenditure on
administrative and social services in different States,
with all its imperfections, would be a convenient
yardstick for estimation of the requirements of the
backward States in broad terms. Having thereforc
first projected the requirements of all the States-—
advanced and backward—on the basis of existing
standards of administrative and social services with
reference to the rates of growth indicated elsewhere
in the report, we worked out the per capita expen-
diture on certain essential services at the levels likely
to be reached in 1978-79 and struck an all-States
average of such expenditure. The next step was to
identify the States whose expenditure was below the
all-States average under different heads and work out
the provisions needed to bring them up to the all-
States average by 1978-79.

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

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

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

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

*Figures in breakets relate (o heads of account as in the
Account for 1973-74



Animal Husbandry, Ruaral Development  and  Co-
operation (31, 32, 33 and 34) should be kept out
of the present cxcrcise aimed at upgradation  of
standards in backward States because the expenditure
under these heads depends upon factors varying trom
Statc to State. Thus, for cxample, in some of the
Statcs, there may not be any scope for developricnt
of fisherics. Likewise, in a Statec where Cooperaiion
has made very little headway, there will be no point
in providing additional funds to match the levels of
cxpenditure or stafl attained by another State wicre
co-operative movement has regisiered  considerable
progress.  The cxpenditure  on Agriculture in per
capita terms may vary with reference to the potential
for agricultural production in different States. The
provision of funds for improvement of the cape.city
of the backward States to cxploit their full poteatial
in these sectors can be made only within the freme-
work of a Plan.  As regards expenditure under ~37-
Community Development Projects, National Extension
Service”, the staffing pattern is already uniform. The
level of expenditure on “Labour and Employment™ :38)
is negligiblc and has no refation to the incidence ol
uncmployment.  This head records cxpenditure on
employment exchanges, maintcnance  of craftsmen
training  centres, cte.  The allocation of additional
funds under this head would, therefore, secem 1o have
no signiticance from the standpoint of upgradatioa of
administrative standards. As regards the hcad “26-
Miscellancous”, Fire Services would seem (o be the
only service in respect of which it may bc neccssary
to provide additional funds to the States that lag
behind. Herc again, the strength and standards of
fire services nceded would vary from State o State
depending upon the extent of urbanisation and indus-
trialisation. We have, howcver, in the cours: of
scrutiny of forccasts of the States, identified the States
where expenditure on Fire Services is significantly
lower and provided a little extra help to the weaker
States to come up to the standards of the rest. The
expenditure under ~39-Miscellancous Social and Deve-
lfopmental Organisations” relates to varicgated deve-
lopmental services which are not uniform in diffcrent
States. 'The principal services expenditure on which
is booked under this head are (i) Statistics, (ii)
Social Welfare, (iii) Town and Country Planning,
(iv) Tourist Organisation, (v) Weliarc of Scheduled
Castes/Tribes and Backward Classes and (vi) pre-
servation and translation of ancient manuscrpits. It
does not scem feasible to make a Statcwise com-
parison of the aggregate expenditure on these sery ices.
However, attention needs to be focussed only on wel-

fare of Scheduled Castes/Tribes and Backward
Classes.  Our developmental programmes are Lving

increasingly rcoricnted towards promotion of social
justice. In this context, the provision of additional
funds tor Welfare of  Scheduled Castes,  Scheduled
Tribes and Backward Classes acquires special impor-
tance. Expenditure on other services under this head
is either negligible or does not Jend itself to equali-
sution. Therc is no uniformity of classification of
expenditure falling under Miscellanecus(71) and
Misceilancous  Compensations and  Assignments(76).
The expenditure under Miscellaneous(71} covers a
variety of purposes. The varying levels of expenditure
under this head also reflects in a measpre  cortain
policies relatable to special difliculties confronted with
by the Statcs. Thus, for example. expenditure on
food subsidy in Jammu & Kashmir figurcs under this

head. In some other Stales, payment of subsidies to
clectricity boards for rural clectrification and other
purposes is booked under this head. It will, there-
tore, bc wholly inappropriatc to scek uniformity in
terms of expenditure among Statcs under this head.
We have, hereiore, analysed the provisions indicated
by the States under the head “717 on their own merits.

The head “Miscellancous Compensations and Assign-

ments” accommodates, among other things, grants and
assignments of revenue to local bodics. Some of thesc
grants arc on & matching basis and, therefore, depend
upon the resources raised by the local bodics them-
selves.,  Some taxes arc levied and collected Ly the
State Government on beball of the local bodics and
the conscquential transfer of the proceeds  of  such
taxes figurcs under this head. There is a wide range
of varialions in the organisational set up of the local
bodies and the cxtent of delegation of  powers 1o
them. It will, therefore, be a futile and misleading
exercise to seek to cnsurc uniformity between States
in terms of provisions under this head. It may also
be relevant to add here that the hulk of the grants
to local bodics is under education, medical and pub-
lic health and muaintenance of roads. The wide dis-
paritics in grants-in-aid to local bedics for these pur-
poses will be rectificd in large measurc under our
other proposals.

9. The upshot of the foregoing discussion is that
from the point of view of improvement ol standards
of administration in backward Statcs, attention needs
to be focussed only on the following heads of ex-
penditure, bath developmental and non-developmental:

(1) “9-Land Revenue”
(ii) “19-General Administration”
(i) “21-Administration of Justice”
(iv) “22-Jails”
(v) —23-Police”
(vi) “28-Cducation”
(vii) “29-Medical”
(viii) “30-Public Healih”
(ix) *39-Miscellancous Seccial and Developmental

Organisations ; Wellare of Scheduled Castes,
Scheduled  Tribes and  other Backward
Classes.”

10 General Administration is undoubtedly a sector
in respect of which it is essential to analyse the levels
of expenditure in different States with a view to en-
suring o more liberal treatment to the  hackward
States and cuabling them to catch up with the rest.
For this purpose, we thought it desirable to take a
composite view of cxpenditure on rcvenuc cstablish-
ments under “Y-Land Revenue” and “19-General Ad-
niinistration” as the two heads tuken together provide
a better indication of adequacy or otherwise of the
general administrative sct up of the States. Expendi-
ture on slationcry and printing serves the needs of
al] departments, It will be appropriate to club the
expenditure under this comparatively minor head also
with that of general administration for assessment of
the additional requirements of backward States.  In
terms of per capita expenditure, cight States will be
below the all-States average. These are Assam, Bihar,
Gujarat, Kerala, Madhya Pradesh, Mysore, Uttar
Pradesh and West Bengal. The standards of gencral



administration in Gujarat are generally considered to
be among the best in the country. Its level of ex-
penditure is low perhaps because Gujarat has devolved
responsibilitics on local bodies at district, block and
village levels to a significant extent. There may not,
thercfore, be any need to mark up the expenditure
on general administration in the case of Gujarat; nor
will such mark up bave any significance as Guijarat
does not qualify for a grant under Article 275 in view
of jts substantial revenue surplus.

11. An efficient police administration is an essen-
tial pre-requisite for effective maintenance of law and
order and the creation of nccessary conditions in which
economic development can take place without serious
set-backs. It is this consideration that led the Com-
mission to devote considerable time to analysis of the
requirements of the States tfor strengthening and mo-
dernisation of police force in the course of the discus-
sions with the States. However, apart from Jammu
& Kashmir, whose requirements
with separately, only the following Statcs have indi-
cated specific provisions for rcorganisation and moder-
nisation of police force: (i) Aundhra Pradesh—Rs. 24.7
crores; (ii) Madhya Pradesh—Rs. 69.2 crores {includ-
ing Rs. 20.50 crores for police housing which should
be accommodated on capital account); (iii) Orissa—
Rs. 2 crores; and (iv) Uttar Pradesh--Rs. 30.2 crores.
It will obvicusly not be fair or proper to provide funds
for modernisation of policc force only in certain
States leaving out the rest. Also the request for
modernisation has to be assessed carefully with refer-
ence to the special problems facing each State, the
general law and order position, proximity to border
areas, extent of urbanisation and industrialisation. The
availability of equipment on the scale entailed by the
various proposals for modernisation formulated by
States would also have to be carefully checked. We
have, therefore, felt that modernisation should be left
to be tackled as at present through a special pro-
gramme administered by the Ministry of Home
Affairs but with substantially larger financial allocation-
The scheme is now being financed on the basis of 25
per cent grant and 75 per cent loan. We suggest
that the present pattern should be liberalised and the
grant component raised to 50 per cent.

12. Judged in terms of per capita expenditure, X~
penditure on Police in nine States, namely, Andhra
Pradesh, Bihar, Haryana, Kerala, Madhya Pradesl),
Mysore, Orissa, Tamil Nadu and Uttar Pradesh, is
lower than the all-States average. Of these nine
States, no special assistance 10 Tamil Nadu and
Haryana may be necessary because the gaps to be cover-
ed in their case are small and the strength and effective-
ness of the police force should be deemed adequate
with reference to coverage of police stations and faci-
lities available to them. s

13. The expenditure under administration of jus-
tice is not significant in any State. The ali-States
average of per capita expenditure In 1978-79 re-
assessed by us would be Rs. 1.01. With reference to
this average, eight States, namely, Andhra Prad_esh,
Assam, Bihar, Haryana, Madhya Pradesh, Orissa,

have to be dealt
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Rajasthan and Uttar Pradesh, would wneed special
assistance. In the case of Haryana, which does not
qualify for a grant under Article 275, the mark up
will be of only notional significance. The expendi-
turc on jails is not very substantial in any State. Fur-
ther, comparison among States is vitiated by the fact
that in most States jails undertake commercial acti-
vities which have the effect of inflating both the re-
ceipts and expenditure. Any comparison of the per
capita expenditure should, therefore, be made only
with reference to the net expenditure after setting off
the receipts. On this basis, all-States average for
1_978—79 would be 65 Paise. With reference to this,
nine States including Maharashtra and Gujarat, whose
general level of expenditure is otherwise satistactory,
were below the all-States average, whereas in the case
of Bihar, which is recognised as one of the most back-
ward States, the per capita expenditure exceeded the
all-States average.

14, Education is by far the mosi important social
service in respect of which the nced for bridging the
differentials in standards among different States
appears to be imperative. It would, however, not be
appropriate to assess the requirements of the States
with reference to the aggregate levels of expenditure
on Education. The general complaint against the
States has been that they have tended to spend rela-
tively more on university education to the detriment of
primary education. This charge would seem to be
partially correct, when we compare State-wise figures
of per capita expenditure on education as a whole and
State-wise per capita figures on primary education.
States like Pynjab, Haryana, Rajasthan and West
Bengal are above the all-States average in terms of
aggregate expenditure on education while they are
below the average in terms of expenditure on pri-
mary education. The concept of equalisation can be
validly applied only to primary education. In this sec-
tor, all States except Assam, Kerala, Gujarat, Tamil
Nadu, Mysore and Maharashtra are below the average
and additional funds need to be provided to raise the
level of expenditure on primary education in the re-
maining States to all-States average. In the case of
Punjab and Haryana, which do not qualify for grant
under Article 275, the mark up of the provision under
primary education would only mean that they would
have to earmark a portion of the revenue surplus
accruing to them for the purpose.

15. In regard to Medical and Public Health, we
have indicated elsewhere the norms evolved by us
for supply of medicine and hospital necessarics. The
provision of funds to States on the basis of such norms
would result in a significant upgradation of the quality
of medical and public heaith services in the backward
States. But, apart from medicines, the strength of
medical and para medical stafi has also an important
bearing on the level of medical and public health care
attained in a particular State, From this point  of
view, we have, therefore, looked at expenditure on
medical and public health as a whole and have identi-
fied Andhra Pradesh, Assam, Bihar, Haryana, Madhya
Pradesh, Mysore, Orissa and Uttar Pradesh as the
States which are lower than the national average.
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16. Qur terms of reference envisage that the pro-

cess of improvement of standards of administration in
backward States should be so phased that they can
reach the level obtaining in the more advanced States

over a period of ten years. We have, thercfore, ap-
plied our minds to the question whether the additio-
nal financial allocations, as estimated by us, for bring-
ing the backward States upto all-States average should
be spread over a period of ten years or only the five
years falling within the period of our award. 1t is

possible to argue that the process of cqualisation can
be deemed to be fully accomplished only when the
backward States are brought up, in terms of per capita
expenditure, to the average of the advanced States.
We have, however, worked out the additional require-
ments of the States for the services indicated earlier
only with reference to all-States average of expendi-
ture on such services. In other words, our immediate
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objective is a more limited one of providing additional
funds to certain States to come up to a minimum

which we have taken as the average of all States.
We consider that this limited objective can, and should

be achieved within five years, t.c. by 1978-79. Hav-
ing, therefore, projected the provisions needed by all
the States for the services indicated on the basis of
different rates of growth indicated elsewhere, we have
worked out the additional provisions nceded by the
backward States to come up to all-States average of
cxpenditure as assessed for 1978-79. These require-
ments have been spread evenly over the  five-year
period of our award.

17. The additional amounts as assessed by us for
improvement of standards of cssential administrative
and social services are set out below :

(Rs, crores)

States General  Adminis- Jails Police  Primary Medical Welfare Total
Adminis- tration Education and Public of Sche- all
tration of Health® duled Services

Justice Castes/
Tribes &
Back-
ward
Classes
| 2 3 4 5 6 7 8 9
1. Uttar Pradesh 36.03 5.04 2.65 54.30 123.72 55.62 12.80 290.1
2, Bihar 36.21 5.58 39 60 35.19 35.19 15.02 166.7
3. Wesl Bengal 3.84 e .. .. 49.56 .. 18.83 72.23
4. Orissa . 2.04 0.79 I1.88 27.60 7.35 7.40 57.06
5. Andhra Pradesh . .. 0.27 2,61 20.37 15,54 13.83 .. 52.62
6. Madhya Pradesh 12.27 1.62 1.88 3.99 7.38 18 .51 4,69 50.34
7. Rajasthan .. 1.77 1.3% .. 11.31 .. 13.04 27.43
8. Mysore 7.02 ‘. 1.76 16.53 .. 1.14 .. 26.45
9. Haryana .- 0.42 (.11 14.79 2.07 4.17 21,45
10. Assam 4,86 1.65 .. 3.24 8.27 18.02
11. Punjab .. .. 7.02 6.92 13.94
12. Gujarat (10.02) 2.56 .. 6.63 9.19
13. Kerala 1.92 0.77 3.84 .. .. . 6.53
14. Maharashira 0.30 .. . .. 3.33 3.63
15. Tamil Nadu (6.54) ..
ToraL 102.15 18.39 14.63 150.51 292.11 136.95 101 .19 815,84

*It relates to expenditure on items other than medicines and diet.
N.B.—Tigures in brackets not included ip total for the reasons indicated in paras 10 and 12 of this Chapter.

These antounts together with those provided for
separately in regard to a typical States have been taken
into account by us in the determination of grants-in-aid
of the States under Article 275 of the Constitution.

18. The provision of additional funds may not by
itself ensure that they would be utilised for the pur-
poses which we have in view. There have been in-
stances when the States, faced with constraint of re-

sources, have diverted the provisions in the Plan for
essential social services to other programmes. Hav-
ing regard to the magnitude of the special help now
being provided to them for improvement of certain
essential services, it would be in the national interest
to prescribe some arrangements for ensuring greater
accountability on the part of the States for the funds
provided to them. We outline briefly our suggestion
in this regard in the Chapter on grants-in-aid.



CHAPTER XIllII
FISCAL MANAGEMENT

Our terms of reference stipulate that in framing
our proposals for grants-in-aid of the revenues of the
States, we should have regard among other things to
fiscal management and economy combined with effi-
ciency in expenditure at the State level. Fiscal man-
agement is a multi dimensional concept. In the appli-
cation of this concept to concrete situatiops, both
qualitative and quantitative aspects deserve attention.
Briefly stated, in assessing sound fiscal management
one should have regard both to the manner in which
the Statc has endeavoured to raise the resources
nceded for meeting its commitments and also the
manner in which it has deployed the resources SO
raised so as to get the best possible results for the
expenditure  incurred. A review of fiscal manage-
ment in this broad sense will call for a comprehen-
sive and critical survey of the fiscal policies and admi-
nistration of State Governments over a period of
time. This is a task which is too difficult to under-
take within the limited time at our disposal. A re-
view of fiscal policies and administration is already
being attempted in some measure on a continual
basis by Audit and Public Accounts Committees
under our Constitution. Since the advent of plan-
ning, the Planning Commission too has an opportu-
nity of surveying from time to time the trends in re-
venues and expenditure of State Governments and
more particularly their efforts at mobilisation of addi-
tional resources. Programme Evaluation Organisa-
tions at the Centre and their counter-parts in various
forms at the States are also expected to play a part
in focusing attention on areas of inefficiency in exe-
cution and shortfalls in achievement of results in re-
lation to the resources deployed. While within the
time at our disposal, it has not been possible to con-
sider in depth issues relating to fiscal policies, ©x-
penditure controt and quality of fiscal administration
in general, during our visits to the States we invari-
ably held discussions among others with Accountants
General that enabled us to form a general judgement
on the manner in which the State finances were being
managed. We also obtained from Accountants Gene-
ral short summaries of the reports of the Public
Accounts Committees for the last few yeats high-
lighting major financial irregularitics and _instances
of infructuous expenditure. We would only like to
observe that these discussions and the materials fur-
nished to us have left us with the feeling that in
many States the treasury and accounts organisations
need to be considerably strengthened. In particular,
arrangements have to be made without further delay
for the more prompt and effective compilation and
processing of data on receipts and expenditure. The
considerable delays which we ourselves experienced
in getting responsc to our requests for information on
important points having a bearing on terms of re-
ference such as for example number of employees,
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their distribution by pay ranges, norms for mainten-
ance of capital assets and arrears of loans and re-
venue outstanding clearly point te the need for im-
provement of fiscal administration in many of the
States. It is regrettable that we could not get even
the preliminary actuals of revenues and expenditure
for 1972-73 from some of the States primarily be-
cause the treasuries in the States had in turn failed
to submit the monthly statements of accounts accord-
ing to schedule. Somc of the backward States will
get additional rcsources in terms of our award for
improvements of their standards of general admini-
stration. We would urge that some part of these
additional resources should be devoted to the streng-
thening of financial and accounting organisations in
the Statcs without which neither sound planning nor
fiscal discipline can be ensured.

2 We also noticed that in many of the States
somewhat relaxed attitudes in regard to recovery of
loans and tax arrears have been allowed to develop
over a period of time. If these attitudes are allowed
to persist, fiscal discipline will suffer an irretricvable
cet back. In reassessing the forecasts of receipts fur-
nished by the State Governments, we have assumed
recovery of arrcars of revenucs and loans to a rea-
sonable extent.

3. A special aspect of fiscal management that
ariszs for consideration is whether the State Govern-
ments have exerted themselves to a reasonable ex-
tent in raising resources from the sources allocated
to them under the Constitution. The Fifth Finance
Commission sought to measure the tax performance
of the Statcs on the basis of the ratio of per capita
revenue to per capita income of the States and the
same methodology was also followed by the Plan-
ning Commission in determining the tax efforts of
the States for distribution of a portion of Central
Assistance for State Plans.  We devoted some
thought to the question of further refinement of the
methodology followed by the Fifth Finance Com-
mission and evolving certain criteria for determining
the relative tax performance of the States. But we
have given up the effort on the practical considera-
tion that the application of a formula based on rela-
tive tax effort, however designed, would place at 2a
disadvantage some of the States faced with big gaps
on non-Plan revenue accounts. To leave such gaps
uncovered on the ground of their poor tax perfor-
mance, however defensible on theoretical considera-
tions, would jeopardisc maintenance of essential admi-
nistrative and social services for want of adequate
resources. States, both advanced and backward,
which have done better than the average at resource
mobilisation might feel aggrieved that their efforts
ha_ve not received recognition. But, if in the deter-
mination of the principles of Central assistance for



CHATTER XIlI
FISCAL MANAGEMENT

Our terms of reference stipulatc  that in framing
our proposals tor grants-in-aid of the revenues of the
States, we should have regard among other things to
fiscal management and economy combined with effl-
ciency in expenditure at the State level. Fiscal man-
agement 1s a mult dimensional concept. In the appli-
cation of this concept to concrete situations, both
gualitative and guantitative aspects deserve attention.
Bricfly stated, in asscssing sound fiscal management
one should have regard both to the manner in which
the State has cndeavoured to raise the resources

aceded for meeting its commitments and also  the
manner in which 1t has deployed the resources so
raised so as to get the best possible results for the

cxpenditure  incurred. A review of fiscal manage-
ment in this broad sense will call for a comprehen-
sive and critical survey of the fiscal policies and admi-
nistration of State Governments over a period of
time. This is a task which is too difficult to under-
(ake within the limited time at our disposal. A re-
view of fiscal policics and administration is already
being altempted in some measure on -4 continual
hasis by Audit and Public Accounts Committees
under our Constitution.  Since the advent of plan-
ning, the Planning Commission 100 has an opportu-
nity of surveying from time to time the trends  in re-
venues and cxpenditure  of State Governments and
more particularly their efforts at mobilisation of addi-
tional resources.  Programmic Evaluation Organisa-
tions at the Centre and their counter-parts in various
forms at the States arc also cxpected to play a part
in focusing attention on arcas of inefliciency in eXe-
cution and shortfalls in achicvement of results in re-
lation to the resources deployed.  While within the
time at our disposal, it has not been possible to con-
sider in depth issucs relating to fiscal policies,  ¢3-
penditure control and quality of fiscal administration
in gencral, during our visits to the States we invari-
ably heid discussions among others with Accountants
General that enabled us to form a general judgement
on the manner in which the State finances were being
managed. We also obtained from Accountants Gene-
ral short summarics of the reports of the Public
Accounts Committees for the last few years high-
lighting major financial irrcgularitics and  insiances
of infructuous cxpenditure.  We would only like to
observe that these discussions and the materials fur-
nished to us  have left us with the feeling that in
many States the treasury and accounts organisations
need to be considerably strengthencd.  In particular,
arrangements have to be made without further delay
for the more prompt  and effective compilation and
processing of data on receipts and expenditure. The
considerable delays which we ourselves experienced
in getting responsc to our requests for information on
important points having a bearing on terms of re-
ferenice such as for cxample number of employees,
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their distribution by pay ranges, norms for mainten-
ance of capital assets and arrcars of foans and re-
venue outstanding clearly point to the need for im-
provement of fiscal administration in many of the

Staics, It is regrettable that we could not get even
the preliminary actuals of revenues and expenditurc
sor 1972-73 from seme of the States primarily  be-
cause the treasurics in the States had in turn failed
o submit the monthly statements of accounts accord-
ing to schedule.  Some of the backward States will
et additional resources in terms of our award for
improvements of their standards of general admini-
ctraiion. We would urge that some part of these
additona! resources sheuld be devoted to the streng-
thening of financial and accounting organisations in
the States without which neither sound planning nor
fiscal discipline can be ensured.

2. We also noticed that in many of the States
somewhat relaxed attitudes in regard to recovery of
loans and tax arrcars have been allowed to develop
over a period of time. 1f these attitudes are allowed
to persist, fiscal discipline will suffer an irretricvable
cot hack. [n reassessing the forecasts of receipts fur-
nisked by the State Governments, we have assumed
recovery of arrcars of revenues and loans to a rea-
sonable extent.

3. A special aspeet  of fiscal management that
arisss for consideration is whether the State Govern-
ments have excrted themselves to a rcasonable  ex-
tent in raising resources from the sources allocated
to -hem under the Constitution. The Fifth Finance
Cornmission sought to mcasure the tax performance
of the States on the basis of the ratio of per capita
revenue to per capita income of the States and the
same methodology was also followed by the Plan-
ning Commission in determining the tax cflorts  of
the States for distribution of a portion of Central
Assistance  for  State Plans. We devoted  some
thought to the guestion of further refinement of the
methodology followed by the Fifth Finance Com-
mission and evolving certain criteria for determining
the relative tax performance of the States. But we
have given up the effort on the practical considera-
tion that the application of a formula based on rela-
tive tax cffort, however designed, would place at a
disadvantage some of the States faced with big gaps
on non-Plan revenuc accounts. To leave such gaps
uncovered on the ground of their poor tax perfor-
maiice, however defensible on theoretical considera-
tions, would jeopardise maintenance of cssentiai admi-
nistrative and social services for want of adequate
rcsources.  States, both  advanced and backward
which have donc hetter than the average at resource
mobilisation might feel agaricved that their  efforts
have not recelved recognition.  But, if in the deter-
minaticn of the principles of Central assistance for
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16. QOur terms of reference envisage that the pro-
cess of improvement of standards of administration in
backward States should be so phased that they can
reach the level obtaining in the more advanced States
over a period of ten years. We have, therefore, ap-
plied our minds to the question whether the additio-
nal financial allocations, as estimated by us, for bring-
ing the backward States upto all-States average should
be spread over a period of ten years or only the five
years falling within the period of our award. It i
possible to argue that the process of equalisation can
be deemed to be fully accomplished only when the
backward States are brought up, in terms of per capita
expenditure, to the average of the advanced States.
We have, however, worked out the additional require-
ments of the States for the services indicated earlier
only with reference to all-States average of expendi-
ture on such services. In other words, our immediate
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objective is a more limited one of providing additional
funds to certain States to come up to a minimum
which we have taken as the average of all States.
We consider that this limited objective can, and should
be achieved within five years, i.c. by 1978-79. Hav-
ing, therefore, projected the provisions needed by all
the States for the services indicated on the basis of
different rates of growth indicated clsewhere, we have
worked out the additional provisions needed by the
backward States to come up to all-States average of
expenditure as assessed for 1978-79. These require-
ments have been spread evenly over the five-year
period of our award.

17. The additional amounts as assessed by us for
improvement of standards of essential administrative
and soclal services are set out below ;

(Rs, crores)

States General  Adminis- Jails Police Primary Medical Welfare Total
Adminis- tration Fducation and Public of Sche- all
tration of Health* duled Services

Justice Castes/

Tribes &
Back-
ward
Classes
1 2 3 4 5 6 7 8 9

1. Uttar Pradesh 36.03 5.04 2.65 54.30 123.72 55.62 12.80 290.1
2, Bihar . . . . . 36.21 5.58 39. 60 315.19 35.19 15.02 166.7
3. West Bengal . . . . . 31.84 - - .. 49,56 . 18.83 72.23
4, Qrissa . . . . . . .. 2.04 0.79 11.88 27.60 7.35 7.40 57.06
5. Andhra Pradesh . . . . . .. 0.27 2.61 20.37 15,54 13.83 .. 52.62
6. Madhya Pradesh 12.27 1.62 1.88 3.99 7.38 18.51 4.69 50.34
7. Rajasthan .. 1.77 1.31 .- 11.31 .. 13.04 27.43
8. Mysore 7.02 .. 1.76 16.53 .. 1.14 . 26.45
9. Haryana .. 0.42 (1.11) 14.79 2.07 4.17 21.45
10. Assam 4,86 1.65 .. 3.24 8.27 18.02
11. Punjab . .. 7.02 6.92 13.94
12. Gujarat (10.02) 2.56 . 6.63 9.19
13. Kerala 1.92 0.77 3.84 . 6.53
14, Maharashtra 0.30 . . .. 3.33 3.63
15. Tamil Nadu {6.54) .. .. .. v
ToTAL 102.15 18.39 14.63 150.51 292.11 136.95 101.10 815.84

*It relates to expenditure on items other than medicines and diet.
N.B.—Figures in brackets not included in total for the reasons indicated in paras 10 and 12 of this Chapter.

These amounts together with those provided for
separately in regard to a typical States have been taken
into account by us in the determination of grants-in-aid
of the States under Article 275 of the Constitution.

18. The provision of additional funds may not by
itself ensure that they would be utilised for the pur-
poses which we have in view. There have been in-
stances when the States, faced with constraint of re-

sources, have diverted the provisions in the Plan for
essential social services to other programmes. Hav-
ing regard to the magnitude of the special help now
being provided to them for improvement of certain
essential services, it would be in the national interest
to prescribe some arrangements for ensuring greater
accountability on the part of the States for the funds
provided to them. We outline briefly our suggestion
in this regard in the Chapter on grants-in-aid.



the Plan, some weightage is given for the reluuive

cfforts of the States at mobilisation of revenues, as
wus done  at the time of the formuiation of the
i‘ousih Flan, the grievance of such States would  be

substantizlly met.

4. With the increasing investments in irrigation and
power projects  and road  transport undertakings,
pon-tax revenues in the form of interest receipts and
dividends should be exyecied to become increasingly
important in State  finunces. We have, therefore,
made a detailed review  of the working rosults of
these major projects in ditferent States and sought 0
siipulate certain minimum standards of peiformanee.

FINANCIAL RESULTS OF STATE
ELECTRICITY BOARDS

5. Schemes for generation and distribution of power
have absorbed no less than 15 per cent of the out-
Jays on State Plans in recent years. Vhe investment
i power projecls as at the end of 1973-74 is esti-
mated at well over Rs. 5000 crores.  The leans ad-
vanced by State Goveraments to Electricily Boards
would also have risen by the cnd of 1973-74 to
about 3225 crores. The need for ensuring high level
of cfficicney in the sclection, excention and manage-
ment of power projects so as to securc reasonable re-
turn on the massive investments made in them can-
not, therefore, be overtemphasised.

6. The question of prescribing cerlain - minimum
rates of return on investments in power projects has
been cngaging the attention of the Planning Commis-
sion and the Statc Governments in the last decade.
The Venkataraman Committee which made a review
of the working results of Statc Electricity Boards
urged that a phased programme should be drawn up
for attaining a minimum return of 11 per ceni on
capital invested after meeting all working cxpenses
and depreciation.  In the course of negotiaticns with
the International Bank for Reconstruction and Deve-
lepment for loans for certain transmission projects in
the middle sixtics, the issue of preseribing a norm
of 11 per cent return on capital invested according
to a phased programme again came up for considera-
tion. In this connection, the Statc Electricity Boards
also gave an undertaking that they would achicve a
return of 11 per cent by certain stipulated  dates.
These dead-lines have already  been passed. The
Fourth Finance Commission fclt that the State Gov-
ernments should realise their intcrest dues excluding
interest on fresh loans to be made in  the Fourth
Plan period and ostimated thc States’ resources  ac-
cordingly, The Fifth Finunce Commission also as-
sumed that the State Governments should be able to
realise in full interest charges on loans advanced by

them t the State Elcctricity Boards except in  the
case of Assam and Rajasthan.
7. Despite this all round awarcness of the need to

achicve certain minimum rates of return on invest-
ments made in power projects, the working results
pf Statc Elcctricity Boards, far from registering  any
improvement, have suffered further sct back Huring
the cusrent Plan period.  The forccasts furnished by

L]
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Sigic Governments point to no significant im-
ccsent in ihe standards  of performance of State
v Beares in financial terms in the Fifth Plan

Taking all State  Electricity Boards
et cottde thelr poveiie receipts would
Dave incicased {rom Rs. 387 crores

1 1959-70 to Rs. 692 crores in 1973-74 reflecting
e growih in generation and sale of power and revi-
oGl e e not surplus, after setting on revenue
cxpendiiure and  obligatory transfers to depreciation
fund, would have declined from 4.2 per cent 10 3.3
Coni en she capital buse. The rate ol return will
more or less be of the same order during the fore-
cast period. 1t may well register {urther erosion, if
the assumptions made by state Government about
trends in revenue receipts and expenditure o awry.

[

¢ 1t is to be conceded that the set back 1n the
financial position of the State Electricity Boards has
been patily due to causes beyond their control. Men-
on may be made in this conncclion of increcases 10
e on ncepual s cion such as wage awards and
Jserense in cost of jaw materials, fuel and replacements.
e oonatod cusls 0f new peojects have also outsirip-
Cyery suviantial marging the cstimated costs.
Inadoguate investigations, changes in specifications and,
in ceriain cases, cven a measure of deliberate  under-
cvtimation ol original costs have been responsible for
this phenomenon.  There arc also certain other factors
celated to our national economic policies, which impair
the profitability of State Electricity Boards. Mention
may be made of the high cost of indigenisation of
cquipment. Thermal ¢iations are now increasingly cons-
trained 1o use lower grades of coal, as the higher
grades with lower ash content are costlier and are re-
served for production of steel. The emphasis, 1n
recent years, on the utilisation of groundwater re-
sources for irrigation and the growing urge for provi-
sion of certain basic amenities ia rural arcas have led
to 2 significant step up in the programmes for rural
cleetrification.  While at the beginning of the Fourth
Plaa. there were about 75,000 villages to which power
had heen extended, by the end of the Plan about 1.5
Tl of wittnoes would have the benefit of power sup-
nly. In other words, the number of electrified villages
would have doubled in the course of five years. The
progress in terms of encrgisation of pump sets has even
heen more striking,  As against a little over one
million pump sets connected to POWET at the com-
mencement of the Foarth Plan, over 2.5 million pump
cets would have been cnergised by the end of the
Fourih Plan under the various programmes now under
While this impressive spread of rural electrifica-
present tariff policies entail
with the growing use of
There is a very wide gap
at the point of delivery to
the actual rate charged to

way.
tion is wholly desirable, the
losses which would increase
electricity for lift irrigation.
hotween the cost of power
agricultural consumers and
the consumers.

9. Among the other factors contributing to the
deterioration in the financial position of State Electri-
city Boards, one cannot overlook the serious losses of
crergy in the transmission and distribution of power.
In many Stales. transmission losscs range from 20 to
27 per cent as 2gainst only 15 per cent or so which can



be considered normal. In the course of our discus-
sions with representatives of State Governments, some
of them conceded that a small part of what is euphe-
mistically called ‘transmission losses’ may be due to
outright theft of power. Energetic and purposeful
action needs to be taken to arrest the present trend of
transmission losses. Our estimates reveal that a sav-
ing of even one per cent in transmission losses will
mean an aditional revenue of the order of Rs. 8.5
crores per annum at the present level of generation of
power.

10. The poor working results
are reflected in the budgets of State Governments in
the form of defauit, in full or in part, in payment of
interest on loans advanced by State Governments. The
total arrears of intcrest due from Electricity Boards
stood at Rs, 280 crores at the end of 1971-72 and
would have risen to nearly Rs. 400 crores by the end
of 1973-74. The Commission is distressed to note that
some of the State Electricity Boards arc not in a posi-
tion to meet even the obligatory transfers to Deprecia-
tion Reserve Fund. Some States—Uttar Pradesh,
Orissa and Rajasthan—secm to be recovering in full
interest payments on loans given to the Boards while
their Boards are not in a position to meet such pay-
ments. This, in turn, has led the Boards to curtail
their transfers to the Depreciation Reserve Fund. The
forecasts made available to us by the States show that
the operating surplus of some of the State Electricity
Boards, after the statutory transfers to Depreciation
Fund, will not be adequate to meet even the interest
on open market loans and loans from financial institu-
tions, As a Commission charged with the responsibi-
lity for looking into the quality of fiscal management at
State level, we cannot but view with extremo concern
some of the present trends in the functioning of State
Electricity Boards. Tt is not enough to stop with the
exhortation that these trends should be reversed and
suitable remedial action should be taken. It is also
absolutely essential to build into our scheme of devolu-
tion suitable deterrents against the continued poor per-
formance of State Electricity Boards. We feel strongly
that unless some minimum returns are laid down in
respect of investments made in power projects, and
are strictly enforced, the present drift will continue with
serious consequences for the health of our economy.
At the same time, we recognise that the norms pro-
posed should be realistic and be capable of realisation
within the period of our award. The return of 11 per
cent suggested by the Venkataraman Committee and
also agreed to by the States in the course of negotia-
tions for loans from the World Bank would appear to
be unattainable for the present. But there is no
reason why action should not be taken immediately to
raise the levels of tariff and improve operational effi-
ciency so as to secure a minimum return of at least 6
per cent on the loans advanced to State Electricity
Boards and outstanding at the end of 1973-74, Strictly
speaking, this norm should be made applicable also
to additional loan assistance, which the State Govern-
ments propose to extend to the Electricity Boards dur-
ing the Fifth Plan period. But information made avail-
able by States on the fresh loans to be advanced dur-
g 1974-79 is incomplete. Tt may not be fair on our
part to make any assessment on our own of the quan-
tum of loan assistance likely to be extended to the

of Electricity Boards
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State Electricity Boards, as the State Plans and the
cuilays for development of power are yet to be deter-
rined on a firm basis. In computing the interest re-
ccipts of the Statc Governments on the basis of
norms Jaid down by us, we, therefore, proposed  to
lcave out of account fresh loans from the State Gov-
crnments to the Electricity Boards during the period
1974-75 1o 1978-79. If, however, any State should
be in a position to recover interest on such fresh loans,
such receipts will be available to them for financing
‘the Plan.  As indicated carlier, the default of the
State Elcctricity Boards in payment of interest due
from thum would result in accummulation of arrcars to
the extenst of nearly Rs. 400 crores at the end of 1973-
74, Ia the light of the general financial picture of
the Electricity Boards now before us, it will be highly
unrealistic to assume recovery of arrears to any ex-
tent. Even the recovery of current dues would call
for determined action on the part of State Govern-
ments and Electricity Boards. Further, we should
remember that the Fifth Finance Commission had
assumed full recovery of interest in all States except
Rajasthan and Assam during the period of their award.
To the extent that the States had failed to sccure re-
turns upto the norms laid down by Finance Commis-
sion, thcy possibly have already paid the penalty in
terms of smaller Plan outlays. To assume recovery
of past arrears of interest for our present assessment
of the needs of the States might be construed as in-
flicting on them a double penalty. We have, there-
fore, left the arrears of interest out of account in our
estimation of the resources of the State Governments
for the forecast period 1974-79.

11. It has been urged before us by some State Gov-
ernments that the preponderance of thermal capacity
in their grids adversely affects the average cost of
generation of power, the operating costs of thermal
plants being significantly higher than those of hydel
plants. They have, therefore, pleaded for an element
of concession for thermal plants in the norms that may
be prescribed. The cost of generation of thermal power
is undoubtedly higher than that of hydel power. We,
therefore, fell that in respect of thermal capacity the
rate of return would admit of some reduction. Keeping
this in view, we have allocated the loans advanced by
the State Governments to the State Electricity Boards
and outstanding at the end of 1973-74 bctweer} thermal
capacity and hydel capacity on pro-rata basis. We
have assumed recovery of interest at 5 per cent on
the loans allocated to thermal capacity and 6 per cent
on hydel.

12. The rates of interest charged by the State
Governments on the loans advanced to the State Elec-
tricity Boards vary. Some States charge concession-
al rates on certain types of loans such as those for
rural electrification. In the interests of uniform
treatment, we have considered it desirable to reassess
the interest due to State Governments on an identical
basis—5 per cent in respect of loans allocable to
thermal capacity and 6 per cent in respect of hydel.

13. Some of the State Governments have also
contended before us that the locking up of capital
in works under construction is one of the major fac-
tors contributing to the default of State FElectricity



Boards in payment of interest charges in full. Prima
facie this argument has some validity. The need to
pay intcrest on loans taken for projects even during
the period of construction does impose a serious bur-
den on Electricity Boards. But, as against this, we
should recognise that a price has to be paid  for
copitnl, The Jarge investment in werks under cons-
truction is an index of the considerable potential for
development of power in the State and there s mno
reason why such States should get a concessional
treatment, Also, capital under construction covers
such elements as inventories and the waiver of inte-
rest on inventorics may only promote greater ingfli-
ciency in management of materials and stores. The
prescnt tendency on the part of some of the Stales to
take up a large number of projects and to spread the
available resources too thinly over them needs also
to be kept in check. Having regard to these consi-
derations, the Mcmbers of the Commission, except
Dr. Gulati, feel that there will be no justification to
draw any distinction between  capital invested in
completed works and capital invested in works under
construction for purposes of recovery of interest.

14. Dr. Gulati feels, however, that there is con-
sidcrable substance in the plea made before us for
drawing a distinction between capital invested  in
completed works and that locked up in works under
construction for purposes of requiring the recovery of
interest on a uniform basis for all the States. He is
of the view that it is necessary in this regard to take
into account the fact that the proportion of capital
invested in works in progress to total investment in
electricity schemes is far from uniform and in fact
ranges widely from 7.98 per cent for Tamil Nadu
to 60.79 per cent for Jammu and Kashmir. Not to
make the above distinction will, he fecls, place the
States with relatively higher proportion of —capital
locked up in works in progress at a disadvantage
compared to others in fulfilling the norms we are lay-
ing down for the recovery of interest.

15. We have carcfully cxamined  the question
whether any concessional treatment is called for in
respect of capital investment in rural elcctrification
programmes. The recognition of a lower rate of re-
turn on loans advanced or decmed to have been ad-
vanced for rural electrification programmes may
benefit unduly States which have already forged ahead
in rural electrification. Agricultural tariff in  most
States are also palpably low and the losses currently
being incurred on rural electrification are thus in the
nature of concealed subsidies. Even granting for
the sake of argument that rural electrification can
never be fully remunerative and should, theretore, be
given subsidies, it is only fair that the burden of this
subsidy should be borne by the general tax payer of
the Statc concerned and not be shifted to the nation-
al exchequer. Some of the State Governments have
provided in their forecasts for payment of subsidy to
Electricity Boards for such purposes as rural electri-
fication, supply of power to cnergy-intensive indus-
tries, supply of power to backward arcas at conces-
sional rates, etc. In the interests of uniformity of
treatment, we have thought it fit to exclude all such
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subsidies in our assessment of the financial needs of
the States.

16. 1t will be recalled that the Fifth Finance
Commission has shown some concession in favour of
Assam and Rajasthan in view of the special difficul-
ties in their operating systems. We have examined
carciully the question whether similar  concessional
treatment would be warranied in respect of these or
other States. We do not find that the working
results of State Electricity Boards of Assam, Jammu
and Kashmir and Rajasthan provide conclusive evi-
dence of any special disabilities that nced to be taken
note of.  We have given full recognition  to the
several special problems faced by these States in de-
lermining granks-in-aid.  We have also extended to
them a generous measurce of debt relief. We are of
the view that such explicit assistance to States facing
special difficulties is far more desirable than any in-
dircct help such as recognition of  lower  rates of
return on investments in power projects or other re-
muncraiive enterprises would imply, It is cssential
not o weaken tiie will of these States to strive for
and achicve better resules in the power sector.

17. "The levy of Electricity Puty/Tax on sale or
consumption of c¢leetricity introduces some compli-
cation in the preseription of norms for recovery  of
interest on foans advanced by the State Governments
to the Electricity Boards. The levy of  Electricity
Duty, it may be argucd, linits the scope for revision of
taritts by Electricity Bourds and to that  cxtent also
reduces the operating surplus out of which interest is
payeble.  Some of the Staie Governmeents—Andhra
Pradesh and Himachal Pradesh—do not levy any
duty on consumption/sale of  clectricity. Tamil
Nadu, which was tifl 1970-71 levying duty on  all
categorics ol consumers of electricity, withdrew it in
respect of certain classes of consumers and mierged
it with the tarifl.  Otlier States levy clectricity duty
bul ut varying rates.  Parity of  treatment among
States  demands that presceription of norms for re-
covery of interest does not place at a disadvantage
States which are now raising considerable  revenue
in the form of taxes on salefconsumption of electri-
city. The revenues  realised as  Electricity  Duty
should be set ofl sgainst the mterest due according
to the norms prescribed by us so that revenue from
Eicetricity Duty and interest from  Electricity Board
might togcther make up the interest stipulated as the
minimum to be recovered from Elcctricity Boards.

18, The Electricity Duty is now being levied not
merely on units gencrated within a State but also on
units bougnt from other States,  To set off the whoele
ol the proceeds from the Elcctricity  Duty against
interest due from Eleetricity Board may not be quite
proper bucause there Is no loan  assistance corres-
ponding to units purchased from other States. We
Liave. therefore, aflocated, with reference to the in-
formation available with us, the reccipts fram Elec-
tricity Duty proportionately between units generated
within the States and units bought from outside and

set off only the Elcctricity Duty ascribable to  ‘own’



generalion against interest due. As we are determin-
ing the interest liability with reference to loans out-
standing at the end of 1973-74, we have thought it
appropriate to set off against the interest due accruals
from Electricity Duty only at the levels rcached in
1973-74.

19, Some of the State Governments arc also exe-
cuting power projects departmentally.
to ensure that reasopable returns are secured on such
direct investments also. While rcassessing the fore-
casts of receipts and expenditure furnished by the
State Governments, we have assumed returns on
these direct investments at the same rates as pres-
cribed by us in respect of loans to Electricity Boards.
However, the Commission, having regard to the
special features of generation and transmission of
power in Manipur, Nagaland and Tripura, felt that
it would be unrealistic to expect these States to
recover interest on their investments in  Power
Schemes during the forecast period. Nonctheless,
we see no reason why they should not cover fully
their working expenses.

1t is essential’
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20. Government of Mysore have set up a Power
Corporation, which has been charged with the res-
ponsibility of exccution of certain power projects.
We have considered it appropriate to assume re-
covery of interest at 6 per cent on the loans advanc-
cd by the Government of Mysore to the Power Cor-
poration.

21. We arc fully aware that the rccovery of
iaterest up to the norms indicated by us in earlier
paragraphs would call for considerable effort both
by way of revision of tariff and improvement of ope-
rational efliciency of Electricity Boards. The State-
ment beiow, which shows State-wise  the loans  ad-
vanced to Electricity Boards and expected to  be
ouistanding at the end of 1973-74 and the interest
recoverable from State Electricity Boards, accord-
ing to the norms stipulated by us, highlights the cor-
rective action that needs to be taken by the State
Governments cither through revision of tariff or im-
provement of operational efficiency of Electricity
Boards ot both.

(Rs. crores)

Loans ad- Interest Receipts Interest “*Mark up”
vanced by payable to from Elec- receipts of the esti-
State Go- the Stale tricity taken credit mates of
vernments  Government Duty (as in for in the receipts of
States and estima- according  the fore- forecast of interest
ted to be  to norms cast) during States for  considered
outstanding laid down 1974-79, 1974-79**  necessary
at the end by us for  attributable in the light
of 1973-74 the period to own of our
1974-79 generation® norms
1 2 3 4 5 6
1. Andhra Pradesh . 214.70 55.90 Nil 34.69 +21.21
2. Assam 73.76 20.82 1.50 Nil +19.32
3. Bihar 180.87 46,01 27.00 Nil +19.01
4, Gujarat . 167.57 41.89 35.15 46.53 Nil
5. Haryana 166.99 48.83 7.80 7.62 +33.41
6. Himachal Pradesh 33,89 10.17 Nil 4.29 +5.88
7. Jammu & Kashmir 83.81 24.90 0.95 Nil +23.95
8. Kerala . . . 157.06 47.12 11.25 5,08 +30.7%
9. Madhya Pradesh 184,46 48,53 22.85 31.30 Nil
10. Maharashtra . 268.21 67.13 82.80 40.81 Nil
11. Mysore o 54.86 16.46 7.05 Nil +9.41
12, Orissa. N 76.36 20.38 18.00 12.39 Nil
13, Punjab . . . . 304.68 88.75 15.75 Nil +73.00
14, Rajasthan 182.19 52.49 2.70 7.32 +42.47
15. Tamil Nadu 246.62 71.51 8.90 27.95 +34.66
16, Uttar Pradesh 757.48 205.73 23.94 127.36 +354.43
17. West Bengal 72.04 18.62 43.45 .
Total 32,25.55 8,85.24 3,90.09 3,45.34 +3,67.54

*Computed in the manner indicated in para 18,
**¥Adjusted for subsidies being paid.



22. Likewise, the following table shows the net re-

ceipts envisaged for 1974-79 by State Governments
under Electricity Schemes run departmentally and the
returns that should be obtained according to the

norms laid down by us :

(Rs. crores)

As indica-  Worked
ted by out accord-
State ing to
Govern- norms laid
States ments in down by us
their fore-  1974-79
casts for
1974-79
1. Andhra (ross Receipls 18.25 2459
Pradesh Working Expenses (— 7.657J
Inierest charges (—) 29.70 (—) 24.59
INet Receipts (— 19.10 Nil
2 Maharash- Gross Receipts 46.25 46.25
tra working Expenses  {—) 0.70 {(—) 0,70
Intercst charges —_ —-
Net Receipts 45.55 45.55
3. Orissa Gross Receipt 3.59 3.59
Working Expenses (—) 2.50 (—) 2.3
interest charges (—) 0.88 (—) ©0.88
Net Receipts 0.21 0.21
4. Manipur Gross receipts 8.65 )
Working Expenses  f(—) 10.93 k} Nil
Interest charges — 3.16 Nil
Net Receipts —) 544 Nil
5. Nagaland  Gross Receipls 1.69 '
Working Expenscs (—) 3.19 7 Nil
Interest charges Nil Nil.
Net Receipts (-} 1530 Nil
6. Triputa Gross Receipts 9.67 1 Nil
Working Expenses (—) 13.23 J
Interest charges {—) 3.37 Nil¥
Net Receipts {(—) 6.93 Wil

*In the casce of these States the Commission has assumed
recovery of onky Working Expen.cs in view of their
special problems in generalion and distribution.

23. By the end of 1973-74, Government of Mysore
would have advanced loans to the extent of
Rs. 96.82 crores to the Power Corporation. In esti-
mating the revenues of the Government of Mysore
for the forecast period, we have assumed recovery
of interest by them of Rs. 29.05 crores at 6 per cent
of the loans outstanding against the Power Corpora-

tion.

24. The mark-up of interest receipts State-wise
will be reduced to the figures indicated in the table
helow, if Dr. Gulati’s suggesiion referred to earlier is
accepted-

(Rs. crores)

“Mark-up”  Consequ-
of interest ential reliel

receipts 1o States as
considerad  compared
Stales NCCESSAiy (o norms
on the preseribed
basis of by the
loans-atlri- majority o
butable o the Commis-

completed  sion

works only

1 2 3

1. Andhara Pradesh . . . 1189 9.32
2. Assam . . . . F16.76 2.56
3. Bihar . . . . . +7.74 11.27
4, Gujarat . . . . . Nil -
5. Haryana . . . . +12.6l 20.80
6. Himachal Pradesh . . . +3.30 3.0%
7. Jammu & Kashmir. . . +5.82 15.13
8. Kerala . . . +13.36 17.23
9, Madhya Pradesh . . . Nil

10. Maharashtra . . . . Nil

11. Mysore . . . 4 941

12. Orissa . . . . . Nii ..
13. Punjab . +30.73 42.25
14, Rajasthan +29.79 12.63
15. Tamil Nadu . +23.94 5.72
i6. Utlar Pradesh . . 419,33 35,10
17. West Bengal . . . . Nil

+ 190. 40 177.14

ToraL
As regards electricity schemces run departmentally,
Dr. Gulati’s suggestion will ensure a  relief of
Rs. 13.40 crores for Andhra Pradesh, i.e. the contra-
entry interest rcceipts of Rs. 24.59  crores taken
credit for in our reassessment will be reduced to
Rs. 11.19 crores and there wilk be a corresonpditg
increase in the States’ overall deficit on revenue ac-
count and the grants-in-aid wader Avticle 275, In re-
pard to loans to Mysore Power. Corporation the con-
cra-cntry interest receipts amouiting to Ks. 29.05
crores taken credit for in our reassessment will be
reduced to Rs. 15.89 crores which will reduce the
overall surplus on revenue account of the State by
Rs. 13.16 crores.

25. In laying down certain minimum norms of
performance on the part of State Electricity Boards,
we huve been guided by the consideration that o time
bound programme of action for revision of tariff and
orf implementation of other measures to improve the
working results of State Electricity Boards may not
fructify unless suitable financial deteirents are evolved.
It is nccessary to ensure that the pressure on Statc
Government to enforce certain minimum standards of
performance on the part of Electricity Boards is not
in any way weakened through ad hoc expedients such
as special accommodation. Statcs qualifying for grants
under Article 275 will immediatcly feel the impact
of our assumptions of minimum returns on foans ad-
vanced to State Electricity Bouyds and  ou  direct



investments in electricity projects, But so far as surplus
States are concerned, our assumptions will only have
the effect of reducing the surplus on non-Plan account,
which they could otherwise have utilised for purposes
of the Plan. Whatever additional revenues that the
State Governments or the Electricity Boards are able
to raise by way of revision of tariff, is now treated
as part of their additional tax effort for the Plan. It
is true that conceptually revision of tarif of pub-
lic enterprises has the same effect as additional taxa-
tion- But we have reason to fear that this approach
has fostered the wrong notion that while the gap in
resources arising from the failure of States to secure
reasonable returns on power and other projects should
be made good by devolution or grants-in-aid from the
Centre, whatever action may be taken for getting
larger returns from such projects should rank as addi-
tional tax effort for the Plan. A complete reorienta-
tion of this outlook is called for. We would, therefore,
urge that the measures needed to be taken by the
State Governments to realise the minimum returns
from power projects envisaged by us should not be
deemed to be part of their additional tax effort. In
other words, in addition to whatever target of taxa-
tion that may be laid down for purposes of State
Plans, the State should be required to achieve the
norms we have suggested for Electricity Boards.

26. We would also like to refer to the tendency
brought to our notice on the part of some of the
Central Ministries to exert pressure on the State
Governments and their Electricity Boards to extend
concessional tariff for certain energy-intensive indus-
tries. We concede that power-intensive industries may
call for specially negotiated favourable rates and that
under certain circumstances it may be advantageous
to State Governments and their Electricity Boards,
to concede special rates to large projects sponsored
by the Central Government. But we would like to
urge very strongly that the Government of India
should not overlook the need to assure certain mini-
mum returns on the investments made by the State
Electricity Boards in arriving at a settlement about
power tariff for such big projects. Even making al-
lowance for some benefits 1n the form of inter-State
sales-tax, additional employment and the like
accruing to the States concerned from the location of
such big Central projects, it has been stressed that
the States concerned, some of them  economicaily
backward, are not the only beneficiaries of such in-
dustrial projects sponsored by the Centre, Often the
Centre and other economically advanced States benefit
mere from increased production of products such
as aluminium for which favourable tariff is sought.
It would, therefore, be highly inequitable to expect the
States where such projects are located to bear the
full burden of supply of cheap power. In all such
cases involving supply of concessional power by State
Government to Central industrial projects, the larger
aspects of securing reasonable return from power
projects should not be lost sight of.

Losses on Major and Minor Irrigation works in the
State.

27. Trrigation projects rank next only to schemes
for gencration and transmission of power in terms of
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“will be possible for the State Governments to

capital investment, The investment in major and
medium irrigation projects, expenditure on which is
debited to “98-Capital Outlay on Multi-purpose River
Valley Schemes” and “99-Capital Outlay on Irriga-
tion, N_awgation and Embankment Work (Commer-
cial)”, is estimaied to be of the oider of Rs. 3,500
crores at the end of 1973-74. State-wise details of
cumulative capital outlay on major and medium irri-
gation projects at the end of 1971-72 and as esti-
mated_at the end of 1973-74, are furnished in Table
5(a) in Appendix IX. The bulk of this investment
has been made since the comencement of planning in
the country. The outlays on irrigation projects wouyld
account of approximately 16 per cent of the agpre-
gate outlays of the State Plan by the end of 1973-74,
The era of planning which has witnessed phenomenal
ncrease in nvestment in irrigation projects has, how-
ever, been unfortunately marked by sharp and pro-
gressive deterioration in the working results of irriga-
tion projects. As against a marginal loss of only
Rs. 58 lakhs in 1950-51, State Governments sustained
a loss of nearly Rs, 150 crores on major and
medium irrigation projects n 1971-72. In that eyar
cxcept for Andhra Pradesh, Haryana and Punjab, no
other State wag able to cover even the working ex-
penses from receipts by way of water charges. Ac-
cording to the forecasts furnished by the State Gov-
ernments to us, Gujarat, Madyha Pradesh and Rajas-
than alone would be able to meet their working ex-
penses, while in all other States the receipts would
fall short of even working expenses, let alone recovery
of interest charges. Taking all States together, the
aggregate loss on irrigation projects including interest
charges, as projected during the Fifth Plan period,
would be well over Rs. 1,000 cores.

28. Decline in net receipt from irrigation works at-
tracted the notice of the Second Finance Commission,
which considered t “a disturbing feature of the revenue
position of most States.” The Commission also ap-
prehended that with the completion of some of the
projects by the end of the Second Plan period, their
impact on the revenue budget of the States would
cause anxiety. The Third Finance Commission also
viewed with concern the losses on irrigation projects
and the reluctance of the States to increase water
rates or collect betterment levies. The reports of these
two Commissions do not, however, indicate that the
losses on account of irrigation projects were left out
of account in the assessment of the budgetary gaps of
the States. The Fifth Finance Commission took the
stand that the losses on account of irrigation projects
should be contained within certain stipulated limits.
The Commission saw no reason why public sources
of irrigation should not be so managed as to avoid at
least losses, when very large numbers of agriculturists
were incurring higher costs in obtaining water {rom
private sources. While working out the entitlements to
grants-in-aid of revenues of the States the Commission
therefore assumed that *“within the next Ave years’kit
take
steps to improve the returns for covering working ex-
penses and interest charges at 2% per cent per annum
on the investments in all irrigation projects.”



29. An improvement in working results of irrigation
projecis can be secured, not through any economy in
expenditure on maintenance, but only through en-
hancement of the present level of receipts. The Irri-
gation Commission found that water rates in vogue
were a mere fraction of the value of the produce of the
area receiving irrigation, The results of the study made

by them for the two main crops, viz. tice and wheat
are reproduced in Table 5(b} in Appendix IX of our
report. It will be seen therefrom that the water rates
for rice vary between 1.2 per cent to 2.4 per cent
of the value of produce in Uttar Pradesh to about
7 per cent in Bihar. As for wheat, the water rates in
terms of the valuc of produce vary from 0.9 per cent
in part of Uttar Pradesh to 4.4 per cent in Gujarat.
Irrigation projects have entailed large draft on the
scarce resources of the community. The beneficiaries
of the projects are easily identifiable. Hence it is im-
perative to fix water rates at reasonable levels so as
to eliminate recurring subsidies of a substantial nature
from the general budget.

30. The losscs on irrigation projects as indicated
in the forecasts furnished to us cannot, therefore, be
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conceded in full. Some norms have to be laid down
{or containing the losses on irrigaticn projects it fhey
cannot altogether be climinated. While it is reasonable
to insist that the massive investments in irrigation pro-
jects should yield a minimum return over and above
maintenance charges, we recognise that the norms
prescribed should be realistic. Qur estimates  show
that if & net return of cven 23 per cent is to be
secured, as envisaged by the last T'inance Commission,
ihe States will huve to ruse additional resources of
the order of Rs. 619 crores, if expenscs on mainte-
nance of irrigation works are to be incurred at the
levels projected by them. Efforts of this magnitude
may scem unrealistic. We, therefore, fecl that the
immediate objective for the States should be to cnsure
that at least the maintenance charges on major and
medium irrigation projects are fully covered. The
forecasts of working expenses, as furnished by the
State Governments, have been reassessed with refer-
ence to certain norms. The position in  respect of
receipts and working expenses on multi-purpose river
valley projects and irrigation (commercial} will,
on the assumption that the gap, it any, between
receipts and working expenses is to be fully covered
by the end of 1978-79, be as under .

Financial working of Irrigation (Commercial) and Multi-purpose River Schemes

(Rs. crores)

Receipts Working Surplus Mark up Final posi-
States Expenses (—) in tion after

according to receipts mark-up

norms

1 2 3 4 5 6

1. Andhra Pradesh 31.55 37.00 (—)5.45 (+)5.45 Nil
2. Assam . . . . . . . . . .. . .. . .
3. Bihar . 31.44 40.60 {(—)9.16 (+)4.84 (—)4,32
4. Gujarat 18.38 8.95 (+)9.43 (+)9.43
5. Haryana . . . . . . 32.95 16.65 A(+)16.30 (+}16.30
6. Himachal Pradesh . . . . . . .. . .. .. ..
7. Jammu & Kashmir 1.11 1.50 (-—)0.39 (4)0.15 {--)0.24
8. Kerala . . . . . 0.96 2.05 {(—)1.09 (-+)0.31 (—)¥0.78
9. Madhya Pradesh , . . . 17.98 9.85 (+)8.13 (-+IR.13
10. Maharashtra 17.45 15.20 (+)2.28 (+)2.25

11. Manipur

12. Meghalaya . .. . .. .
13. Mysore 16.50 13.00 (+)3.50 (+)3.50
14. Nagaland .. .. .. ..
15. Orissa. 9.41 7.60 {(+)1.81 R (+)1.81
16. Punjab 26.31 22.55 (+)3.76 (+)8.52 (+)12.28
17. Rajasthan . . . . . . . . . 13.82 i1.23 (+)2.57 (+)2.23  (+)4.80(b)
18. Tamil Nadu 12.64 16,10 {—)3.46 {(+)0.86 {(—)2.60
19. Tripura . . .. . .. ..
20. Uttar Pradesh . . . . . 131.00 107.75 (+) 23.25 . (+)23.25
21. West Bengal 4,90 10.30 (—)5.40 (+)5.08 (—)0.35
ToTaL 366.40 320.35  (+)46.05 27.41 73.46

— e ——

(a) On account of mark-up of receipts under “Multi-purpose River Schemes”™ as per Commission’s decision Lo eliminate the toss

in—the last year of the Plan.

{(b) Estimnates adopted on the basis of Revised Forecast of State Government which envisaged a net surplus.



31. From the above table, it may prima facie ap-
pear that many of the States are already covering the
working expenses arrived at according to norms and
that, therefore, they could be expected to ensure a
further improvement in the working results of the
irrigation projects so as to secure a minimum return on
their investments. There can be no doubt that our
objective should be to secure a reasonable return on
all investments made in irrigation projects, but we
have refrained from stipulating any minimum returns
for the forecast period for purposes of computation
of the budgetary gaps/surpluses of the States for cer-
tain reasons. Firstly, if past experience be any
guide, it is doubtful if States would be able to hold
down the working expenses at the levels stipulated by
us. Secondly, the requisite measure of public support
for the enhancement of water rates may be more
readily forthcoming, if the States are enabled to utilise
the additional resources accruing from such enhance-
ments (over and above the level needed to cover
working expenses) for purposes of the Plan. We can-
not also overlook the fact, borne out by past experi-
ence, that revision of water rates is far more difficult
to effect in most States than enhancement of power
tariff or passenger fares in road transport undertak-
ings. The gestation period of major irrigation pro-
jects, including the time taken for substantial or full
utilisation of irrigation potential is much longer than
in the case of power projects whether hydel or ther-
mal-  With power projects the utilisation of additional
capacity created has generally not posed any serious
problem in most States, whereas in the case of irri-
gation projects there is considerable time lag between
creation and utilisation of irrigation potential. On
these considerations, in reassessing the forecasts of
State Governments for the purpose of our award, we
have only assumed that there will be no gap between
receipts and working expenses by the end of 1978-79.
We would, however, urge that the revision of water
rates up to the level needed to cover in full the main-
tenance charges should not be reckoned towards addi-
tional tax effort for the Plan. Revision of water rates
above this level should, however, be treated as addi-
tional resources mobilisation for the Plan by the States.

32, Dr. Minhas is, however, unable to agree with
the view of the majority that in projecting the revenue
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-way of grants under Article 275

accounts of the States relating to “98-Capital Outlays
or Multi-purpose River Valley Schemes” and *99-
Capital Outlays on Irrigation, Navigation and Em-
bankment Works (Commercial)” for the forecast
period, the receipts under these heads should be taken
to cover only their working expenses.

33. Working on the basis of norms of expenditure
on the maintenance of irrigation works, the irrigation
receipts of the States of Gujarat, Haryana, Madhya
Pradesh, Maharashtra, Mysore, Qrissa, Punjab, Rajas-
than and Uttar Pradesh would be in excess of the
working expenses during the next five years. Both
the receipts and expenditure under this head are in-
significant and, therefore, of no relevance for the States
of Assam, Himachal Pradesh, Manipur, Meghalaya,
Nagaland and Tripura. When 15 out of the 21 States
of the Union would be in a position to more than
cover their working expenses, it does not seem proper
to adopt the norm that the irrigation receipts should
just cover only the working expenses. While a very
large number of agriculturists are incurring higher costs
in obtaining water from private sources, it does seem
odd that the Finance Commission should condone fully
the loss of interest chargeable to public investments
in major and medium irrigation works. The ben-
ficiaries of irrigation works are clearly identifiable and
they must be made to pay the full economic costs of
irrigation water overtime. An effective beginning
nevertheless must be made immediately to gather ade-
quate irrigation receipts in support of the regular
non-Plan budgets of the States.

34. In the interests of sound fiscal management,
Dr. Minhas recommends that while working out the
entitlements to grants-in-aid of the revenues of the
States, the Commission should assume that within the
next five years it will be possible for the State Gov-
crnments to take steps to improve the returns so as to
cover working expenses and interest charges of at
least 1 per cent per annum on the investments in all
major and medium irrigation projects- As a corollary
of this recommendation, the receipts of all the States
must therefore be marked up as shown in columns
5 and & of the Statement below. The amounts by
recommended in
Chapter XV for the States of Andhra Pradesh, Bihar,



Jarnmu and Kashmir, Kerala, Orissa, Rajasthan, Uttar
Pradesh and West Bengal should be marked down by
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Working 5 year's

Rs. 2430, 24.06, 0.88, 3.79, 8.05, 11.05, 0.81 and

15.61 crores, respectively for the period of our award.

g[uﬁius( +3 Mark up Mark up of

Receipts
assumed in Expenses  interest at  or deficit of receipts  receipts re-
States the forecast according 1 percent {(—) required quired for
to norms per for sur- deficit
annum plus States States
1 2 3 4 5 6 7
1. Andhra Pradesh 31.55 37.00 18.85 (—) 24.30 24.30
2. Assam .. .. . .. .
3. Bihar 31.44 40.60 1490 (—) 24.06 .. 24.06
4. Gujarat 18.38 8.95 13,22 (—) 3.79 3.79
5. Haryana 32,95 16.65 6.22 () 10.08
6. Himachal Pradesh .. - .. Ve .
7. Jammu & Kashmir . 1,11 1.50 0.49 (—) 0O.88 0.88
8. Kerala . 0.96 2.05 2.70 (=) 3.79 .. 3.79
9. Madhya Pradesh 17.98 9.85 9.27 (-—) 1.14 1.14
10. Maharashtra 17.45 15.20 17.11 (—) 14.86 14.86
11. Manipur .
12. Meghalaya .. .. .. .. ..
13, Mysore 16.50 13.00 14.48 (—) 10.98 10.98
14, Nagaland. .. .. .. L. ..
15. Orissa 9.41 7.60 9.86 (—) 8.05 .- 8.05
16. Punjab 26.31 22.55 12.83 (—) 9.07 9.07 ..
17. Rajasthan 13.82 11.25 13.62 (—) t1.05 .. 11.05
18. Tami! Nadun 12.64 16.10 6.52 (—) 9.98 9.98
19. Tripura . .. . - .. .
20. Uttar Pradesh . 131.00 107.75 24.06 (—) 0.81 0.81
21. West Bengal 4.90 10.30 10.21 {(—) 15.61 15.61
ToTtaL 366.40 320.35 174.34 (—)128.29 49 .82 B8 .55

35. Dr. Gulati, who agrees with the majority re-
commendation on this subject, would like to add that
in the event of any rate of returns being prescribed
for investments in irrigation, it is no less important to
draw a distinction between investments locked up in
works under construction and investments in works
which are alrcady completed as has been suggested by
him in regard to investment in power projects.

36. Turning to minor irrigation works, expendi-
ture on which is debited on the revenue account to
“44-Trrigation (non-commercial)” the picture revealed
is no less unsatisfactory. In 1971-72, the States in-
curred a loss of nearly Rs. 42 crores on minor irri-
gation 2nd flood control works, maintenance expen-
diture on which is debited to “44-Irrigation (non-
commercial)”. Here again, the working expenses
may not admit of any reduction. TIn fact, as proposed
by us clsewhere in our report, the provisions for
working expenses will have to be marked up appre-
ciably in most of the States according to the norms
considered essential by us. The losscs  will further
widen unless remedial action is immediately initiated.
In order that the States may be induced to take such
action we have, in reassessing the forecasts of the
States, assumed that the States should by the end of

S/19-M of Fin./73 =9

1978-79 reduce the losses on minor irrigation works
upto half of the cstimated losses in 1973-74.  As re-
gards flood control works, we fect that in view of
the absence of any arrangements at present for re-
covery of charges of maintcnance of flood control
works from the beneficiaries, we may have to re-
concile ourselves for the present to the continuance
of losses on such works-

Financial Results of State Road Transport Under-
takings.

37. Road transport, particularly passenger trans-
port is another sector in which = State Governments
have made large investments in recent years. These
undertakings are under different forms of manage-
ment. Most of them have been sct  up under the
Road Transport Corporation Act, 1950, while a few
function as companies under the Indian Companies
Act.  There arc also seven undertakings run depart-
mentally. The investments in all these undertakings
taken together would be about Rs. 380 crores at the
end of 1973.74, out of which the contribution of
State Governments in the form of equity and loans
would amount to about Rs. 205 crores. It is grati-
fying to find that road transport undertakings have
by and large proved financially remunerative and make



reasonable contribution to State revenues in the form
of interest payments and dividends. But therc are a
few undertakings whose financial position should cause
serious concern. The road transport corporations of
Assam and Kerala will not have adequate surpluses
to provide fully for depreciation and interest charges.
Calcutta State Transport Corporation, the North Ben-
gal State Transport Corporation and Durgapur State
Transport Corporation will not meet cven their work-
ing expenses, let alone provision for depreciation and
interest. In the light of the experience of most of
the road transport undertakings it is clear that given
proper management and economic fare structure State
Governments should be able to secure reasonable re-
turn on their investments in this sector. We are,
thercfore, convinced that it would be realistic to as-
sume recovery of interest and/or dividends at a
minimum of 6 per cent on the investments made by
the State Governments while reassessing the forecast
of the State Governments. The Calcutta State Trans-
port Corporation does not even meet its working ex-
penses in full at present and this position is expected
to continue during the forecast period. Having regard
to the special features of operation of transport ser-
vices in the large metropolitan area of Calcutta, we
have considered it appropriate to reassess the forecasts
of the State Governments on the basis that the Cor-
poration should meet its working expenses in fuil
during the forecast period. We have not as-
sumed any credit for interest on the investments
made by the State Government. We do nmnot,
however, see any justification for extending special
treatment of North Bengal and Durgapur State Trans-
port Corporations. Road transport services are being
run departmentally in Manipur and Nagaland. In
view of the special problems of operation of transport
services in these two States, we feel that these ser-
vices may at best be expected to cover their working
expenses. In reassessing the forecasts of these two
State Governments w¢ have not, therefore, assumed
any recovery of interest of their investment in road
transport. A statement showing the investment by way
of equity or loan in road transport undertakings by
the State Governments, the forecasts  of interest
receipts as furnished by the State Governments and
as reassessed by us with reference to the norms indi-
cated above has been appended in Table No. 6 in
Appendix IX.
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Recovery of Interest
Governments,

on loans advanced by State

38. State Governments have advanced loans for a
variety of purposcs. We have already indicated sepa-
rately our assumptions in regard to  recovery of
interest on loans advanced to State Electricity Boards
and Road Transport Undertakings. The information
obtained by us from State Governments shows that,
by and large, there is no concessional element in the
rates of interest on loans granted for various purposes.
In view of this, one should normally expect the interest
receipts on these loans to match, if not provide a
surplus over, the average rate of borrowing of the
State Governments. But it is distressing to find that
recovery of interest in 1971-72 worked out to as
low as 0.4 per cent and 0.7 per cent on loans out-
standing in two of the States. In many other States
too, it worked out to less than 5.29 per cent, the
average rate of borrowing of State Governments,
though it should also be mentioned that in some of
the States interesi receipts work out to a much higher
figure ranging from 5.6 per cent to 7.62 per cent. It
is clear that the shortfall in interest receipts reflects
the failure of State Governments to enforce prompt
recovery of the loans advanced by them. Here again,
we consider that certain minimum standards of per-
formance should be insisted on and the anticipated
receipts from interest for the forecast period reassessed
on that basis. Even allowing for some clement of
default in the recovery of interest, it should not be
difficult for the State Governments to realise at least
5 per cent interest on loans outstanding. It has been
represcated to us that, in recent years, loans have
been granted in large measure for relief purposes
and such loans are exposed to high risk of default.
While we expect the State Governments to take ap-
propriate action for recovery of interest even on such
loans, we have considered it advisable to leave out
loans granted to victims of natural calamities, refu-
gees and repartriates in computing interest receipts
wherever in information about amounts outstanding
under such loans was made available to us. States
which perform better than the norm laid down by us
should be allowed to keep such receipts as resources
for their Plan.



CHAPTER XIV

FINANCING OF RELIEF EXPENDITURY

Provision of relief to victims of natural calamiities
is one of the basic responsibilities of State Govern-
ments in India and requirements in this regard have
becn taken into account by the Finance Commissions.
But this time, we have becn asked to make a some-
what more detailed enquiry into the several aspects

of financing of relief expenditure. QOur terms of
reference in this rcgard are :
“The Commission may review the policy and

arrangements in regard to the Anancing of
relief expenditure by the States affected by
natural calamities and examine, inter alia,
the feasibility of establishing a National
Fund to which the Central and State Gov-
ernmenis may coniribute a percentage of
their revenue receipts.”

2. In a predominantly agrarian economy like ours,
the failure of crops over large tracts resulting [rom
deficiency or failure of rainfall necessitates State in-
tervention on a large scale for provision of alternative
opporiunitics for employment, supply of foodgrains
and other essentials at fair prices and initiation of
protective and preventive works against recurrence of
similar calamities in the future. The State has to step
in when other natural calamities such as floods, cy-
clones and carthquakes cause extensive damage to
crops vad property.  Lven pricr to Independence, it
was one of the main tasks of the administrative
machinery to tackle emergencies of this nature and
consequently, rules and instructions for the guidance
of ficld staff in administering programmes of relief
came to be codificd. Famine Codes are available in
many of the States and some o them have been up-
dated. These codes, despite many deficiencies, assured
a reasonable measure of uniformity among the States
in their approach to problems of relief.  However,
the practice, cnvisaged in these Codes, of kecping
ready a list of works to be taken up for exccu-
tion as relief programmes appears to have fallen into
disuse in many States. The result is that in an emer-
onpe reliel werks dre i many cases takent up on an
ad hoc basis with inadequate attention to their long
term atility, Also, one cunnot but fegl parturbed by
the sharp increase in expenditure on relief particularly
since 1966-67. As against an annual average of ex-
penditure of Rs. 13.41 crores during the period of
the Third Plan. expenditure under “64-Famine
Relicf” in State budgets rosec to an average of
Rs. $1.01 crores during the period of the three annual
Plans. This rising trend gathered  unprecedented
momentum during the period of the Fourth Plan.
The expenditure which stood at Rs. 151.87 crores in
1969-70 rose to an all time peak of Rs. 318 crores
in 1972.73. Central assistancc to the States for
financing such expenditure has also  registered an
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equally disturbing increase as will be seen {rom Table
10 in Appendix VII. In fact Central assistance to
some States for drought relief has far exceeded the
assistance for the Plan.

3. In the light of the massive cxpenditure at present
undertaken by many of the State Governments, the
provisions made by Finance Commissions in  their
awards for famine relief have lost their significance.
In terms of the policy as defined in September 1966,
Central teams are to be deputed to make an on the
spot assessment of the situation created by a natural
calamity and to recommend ceilings of expenditure to
be incurred on relief measures, loans for rehabilita-
tion, repairs to public properties damaged in cyclones,
floods or carthquakes. Of the various types of expen-
diturc on natural calamities, expenditure on  relief
measurcs alone is shareable by the Central Govern-
ment to the extent of 75 per cent in excess of the
margin provided for by the Finance Commission, 50
per cent as loan and 25 per cent as grant. Of the
remaining 25 per cent of the relicf cxpenditure, the
expenditure on loans to third partics and on repairs
is expected to be met by the State Governments
themselves. But if the ways and means position of
the States Is difficult, loans can be obtained from
the Centre.

4. We have been given to understand that some-
time last year, the concept and the scope of relief-
assistance as embodied in the policy enunciated in
1966 was significantly altered. In  particular, the
practice of imposing ceiling was given up towards the
middle of 1972. It is not surprising that since then
relief expeuditure has reached alarming proportions.
It is difficult to explain the striking increase in the
magnitude of expenditure on drought relief program-
mes since 1966-67 purcly in terms of the increasing
severity of the natural calamities. It is our distinct
impression that there has been a good deal of avoid-
able waste in the expenditure incurred in the name
of drought relicf and also that with better planning and
organisation more enduring benefits could have been
secured. Tt is possible that the constraint of resour-
ces for developmental programmes in the Plans has
in a few cases led to pressures by the States on the
Centre for larger assistance in the form of drought
relief. While it could be argued that utilisation of
relief funds on works of permanent value that should
normally be accommodated within the Plan is in
national intercst, the distribution of Central assis-
tance for drought rclief, outside the framework of
Central assistance for Plans, tends to set at naught
the formula for distribution of Central assistance
evolved according to the criteria approved by the
National Development Council The present system
of  assistance  for  natural calamitics  has



thus iniroduced serious distorions in the scheme
of allocation of Central funds among the States and
if continued any longer will accentuate inter-State
jealousies and rivalries. The elaborate exercises, which
are undertaken by the Finance Commissions and the
Planning Commission, to settle the distribution of
Central resources on a fair and rational basis among
the States on an over-all assessment of the relative
economic and financial position and needs of the States
lose their relevance altogether, if Central assistance
for purpose of drought relief determined on an ad hoc
‘basis tends to assume large dimensions. We have
no hesitation in urging that if the serious distertions
and inequities caused in our scheme of federal finance
by mounting cxpenditure on relief are to be corrected,
whatever assistance is provided to a State for drought
relief or flood control should be adjusted against the
ceilings of Central assistance for the Plan. This
should not cause great hardship to any State or im-
pair its capacity to meet its genuine requirements of
relief expenditure because we visualise very large inc-
reases in the outlays in Central and State Plans on
programmes of development of drought prone arcas.
We are also providing for a substantial increase in
the present margins under “64-Famine Relief” within
the framework of our award.

5. The existing arrangements are also open to an-
other serious objection. The Central teams entrusted
with the task of assessing the requirements of relief are
usually constituted at short notice and have to comp-
Jete their assessment of the situation within a short
period. Their visits to affected areas thus tend to be
brief. As they are composed of representatives drawn
from various Ministries who are pre-occupied with their
own other work, the teams can at best make only a
very broad judgment on the needs of the States in the
Light of the data provided by the State Governments
themselves. The Central teams have no cffective
means of checking such data and their findings by
and large tend to be of an impressionistic nature.
There is also no satisfactory arrangement anywhere in
the Central Government to keep close and critical
watch on the implementation of the recommendations
of the Central teams.

6. Expenditure on drought relief has been unusual-
Iy high and has been escalating sharply since 1966.
What is more disturbing is that a good deal of relief
expenditure has been incurred on schemes {ormulat-
ed in desperate hurry which turn out to be therefore
largely unproductive without any appreciable effect on
the permanent improvement of the areas prone to
drought and floods. It is possibly because of serious
dissatisfaction with the present arrangements for fin-
ancing of relief expenditure on the existing scale and
pattern that the concept of a National Fund on a con-
tributory basis has been posed to us for examination.
We have given careful thought to the pros and cons of
setting up of such a Fund and have also ascertained the
views of the State Governments. It is not quite clear
whether the Fund as envisaged is to be a passive ac-
counting mechanism for the earmatking of resources
for relief operations on a contributory basis or whe-
ther it is to be an active agency providing direction and
guidance in the formulation, appraisal and execution
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of relicf programmes. The Fund, with its scope as
enlarged to cover these aspects of relief programmes,
would to an extent meet the need for a single focal
point at the Centre for coordination of the present some-
what disjointed efforts of various Ministries in coping
with the problems caused by natural calamities. The
National Fund, with an administrative arm of its own
may also be expected to promote more purposeful
inter-ministerial cooperation on a systematic basis. It
should also be able to acquire over a period of time
the necessary expertise for collection of data, monitor-
ing of relief measures and review of programmes of
long term significance in areas known to be vulnerable
to periodic ravages of droughts or floods. It is quite
possible that the concept of a National Fund for relief
to which different States contribute would carry with
it a great deal of emotional appeal. It would serve
to provide a rallying point for the expression of nation-
wide concern for victims of natural calamities. In
other words, contributions to such a National Fund

would underscore a sense of participation by all States
in a common cause.

7. While the concept of a National Fund may thus
seem to have some merits, we cannot ignore the prac-
tical difficulties of a serious nature which are bound to
arise in the constitution and administration of the
Fund. It is necessary to be clear about the scope and
functions of a National Fund. 1If the word ‘relief’ is
interpreted in its narrow sense as confined to provi-
sion of gratuitous relief to those affected by natural
calamities, there would hardly be any need for setting
up such a Fund, becausc even now the expenditure
on gratuitous relief is relatively small. If the relief
fund is at all to play an effective role, it should be
vested with responsibilities for relief in the larger sense
of the term so as to include provision of employment,
rehabilitation of affected population through assistance
in cash or kind, repairs of public properties and build-
ings or reconstruction of houses. It is obvious that
some of these programmes can be financed only on a
[oan basis. This would mean that the Fund will also
have to assume the role of a4 creditor. Thus, the fund
will get involved in the screening of the proposals
from the State Governments and in the assessment,
both in qualitative and quantitative terms, of utilisa-
tion of funds by the State Government. Some of the
programmes will lead to the establishment of a cre-
ditor-debtor relationship between the Fund and the
State Governments and introduce an additional com-
plication in our Federal financial structure, The Fund
cannot also refrain from advising the State Govern-
ments on the scale and appropriateness of relief in
various forms. The provision of relief is such a sen-
sitive issue that it often gets politicised. It is doubt-
ful if 2 Fund set up outside the Government would
be able to deal successfully with issues which have
political implications. Further, in the event of wide-
spread natural calamities like flood or drought, the
Central Government will naturally come under strong
pressure to go all out and provide assistance to the
affected States. The availability or otherwise of re-
gources in the National Fund will then cease to be
relevant in determining the assistance to be
extended to the States. Thus the concept of a National
Fund will break down completely when the country



is struck by serious calamities. At the same time,
the States will come to look upon assistance from the
National Fund at least to the extent of their contribu-
tion as legitimately due to them. Thus there is a risk
of the Fund being depleted even in normal years, while
in years of adversity it may prove wholly inadequate.
The determination of contribution of individual States
to the Fund will pose both conceptual and practical
difficulties not dissimilar to those no wmet within the
distribution of Central resources among the States. No
formula, however skilfully devised, is likely to be ac-
knowledged fair by all the States. It is also clear that
whatever be the formula, some of the States will be
called upon to contribute appreciably more to the pool
than they are ever likely to draw from it. This new
concept of a contributory fund will not therefore be
rclished by such States. In these circumstances, we
apprehend that the question of States’ contribution to
the National Fund might well become yei another
irritant in Centre-State relations.

8. One can conceive that annual appropriation to
a fund of this nature may minimise dislocations of the
budgetary position of the affected State Governments.
However, from the point of view of the impact of the
relief expenditure on the aggregate demand in  the
economy during any period, it is the expenditure ac-
tually incurred during that period, whether financed
within or outside of the resources of the Fund, which
is of significance. Therefore, in any given period,
what is of importance from the view point of the in-
flationary impact of such expenditure 1s that it should
be subject to the utmost possible restraint.

9. A majority of the States are also opposed to the
setting up of a National Fund. Andhra Pradesh,
Assam, Gujarat, Haryana, Madhya Pradesh, Maha-
rashtra, Meghalaya, Nagaland, Orissa, Tamil Nadu,
Uttar Pradesh and West Bengal are opposed to the
establishment of a National Fund. Mysore would
favour the creation of a National Fund but only if no
confribution is required from the State. Bihar, Hima-
chal Pradesh, Kerala, Rajasthan, Tripura and Manipur
support the proposal for a National Fund with an ele-
ment of contribution from the States. But it should
be recognised that some of these States would, in terms
of our other recommendations, qualify for a grant
under-Article 275 and their contribution to the Nation-
al Fund would, therefore, in effect come out of the
Central resources. Punjab has no particular objec-
tion to the establishment of a National Fund and
would be prepared to contribute, if established. Tt
is clear that many of the States have reacted adversely
to the establishment of a National Fund because it
would entail a contribution from the State revenues
and also, perhaps, some surrender of authority to an
outside agency.

10. In the light of our analysis of the advantages
and disadvantages of the establishment of a National
Fund, and the views cxpressed by the
State Governments, we have come
to the conclusion that the establishment of a National
Fund, fed by Central and State contributions, is
neither feasible nor desirable.
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11. At the same time we are convinced that the

present arrangements for providing assistance to the
States for meeting expenditure on relief opcrations in
terms of the policy cnunciated in 1966 need to be
completely overhauied. The existing arrangements
suffer from two serious defects. Firstly, the States
have no incentive for economy in cxpenditure on
relief or in maximising results for the expenditure
incurred. They try to get as much as possible by
way of Central assistance for drought relief, because
in the overall scheme of fiscal transfers from Centre
to States this is almost the only element for which no
clear guidelines have been laid down for State-wisc
distribution and therefore in respect of which there
is considerable room for exercise of  discretion.
Secondly, the schemes on which relicd funds are uti-
lised are not always integrated with the overall Plans
for development of the areas prone to droughts or
floods.

12. Alternative schemes for tackling effectively the
problems of relief of distress and development of
drought/flood pronc areas should be designed to
overcome these two basic defects of the exising system.
We suggest that detailed programmes of both medium
and long term significance for permancnt improve-
ment of the areas liable to drought and flood should
be drawn up with the ulmost urgency and these pro-
grammes fully integrated with the Plan.  These
schemes prepared in advance and arranged in a
suitable order of priority can be taken up for imple-
mentation as soon as a natural calamity actually
strikes a Statc or a region thercof. This arrangement
would definitcly produce better results than the pre-
sent practice of formulating schemes in  desparate
hurry after the actual onset of the natural calamity
in an attempt to absorb as much Central assistance
as can be secured.  As the programmes for the
development of these arcas would have been examined
by the Planning Commission and the concerned ad-
ministrative Mimistrics in advancc as part of their
general scrutiny of State Plans, there will be no need
for State Governments to await the clearance of
Central Government or its agencies before actually
taking up the scheme for execution. While in normal
vears the schemes inchuded in the Plan for develep-
ment of drought/flood prone areas will be included
according to the annual phasing visualised in  the
Plan, the pace of ecxecution of such programmes
should be suitably accelerated when the area is
stricken by natural calamitics. The additional funds
needed for such acceleration of the programmes should
be provided through advance rclease of Central assis-
tance for the Five Year Plan. Such advance reicase
of Central assistance for the Plan in a year in which
a State is stricken by a natural calamity will not only
meet its immediate needs but also expedite the pro-
cess of development of drought affected areas. At
the same time, the States would be put on notice
from the beginning that any assistance which is thus
sccured by them would be subject to the overall
ceiling of Central assistance for the Plan period as
a whole.  This should effectively deter them from
inflating the expenditure. ~ We, therefore, propose
that the provisions needed for the devclopment of
drought prone arcas should form a distinct part of



State and Central Plans. Likewise programmes of
ﬂI?odP Icontrol should also form an integral part of
the an.

13. The need of the hour is a massive time bound
programme of action which aims at substantially
reducing, if not completely eliminating, the volnerabi-
lity of the drought and flood prone areas to these
calamities. Provisions are now available in the Central
Plan for development of drought prone arcas i selec-
ted districts- There is reason to fear that the needs
of drought prone arcas have not received the reco-
gnition due in our earlier Plans. However, in the
Fourth Plan some provision was made in the Central
Sector for the development of selected drought prone
districts. The mounting scale of expenditure on pro-
visions of relief lends urgency to the need for finding
a permanent solution for the economic advancement
of areas in which occurrence of drought or floods is
endemic. We strongly urge that instead of incurring
large scale expenditure on relicf on an ad hoc basis
on schemes of dubious value, provision ought to be
made on a much larger scale for development of
drought and flood prone areas in the Fifth Plan both
in State and Central sectors.

14. We are, however, aware that States, which
are constitutionally responsible for provision of relief,
may often be called upon to deal with situations
caused by localised failures of crops or distress caused
by floods, cyclones and the like and other calamities.
In our view, States should be enabled to tackle on
their own any such situation without having to in-
voke Central assistance. We, therefore, feel that the
provision of a reasonable margin in the forecasts of
State expenditure should be considered as a legiti-
mate charge on the revenuc. accounts of the States.
We have carefully considered the basis on which
such margins could be fixed. Of course, by far the
most scientific basis for determination of the margins
would be to assess the proneness of different areas
in the States to occurrence of droughts or cyclones or
other natural calamities with reference to meteorologi-
cal and other data. But for all practical purposes,
a reasonably satisfactory formula for assessment of
the needs of the State would be the average level of
expenditure as recorded in the past. As indicated
already, expe_nditure on drought relief _has arisen to
dizzy heights in the last few years and it will neither
be possible nor desirable to sustain expenditure at
these levels without serious detriment to other pro-
grammes of development.

15. We have determined the provisions needed by
the States for gratuitous and other relief on the basis
of average of expenditure under “64-Famine Relief”
over the period from 1956-57 to 1971-72 inclusive.
We have left out expenditure incurred in 1972-73,
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both because 1972-73 was clearly an abnormal year
and also because the actuals of the year are yet to
become available. The provision under “64-Famine
Relief” in West Bengal, as pointed out by earlier
Commissions, includes some element of expenditure
which is not classifiable under this head. Some ad-
justments have, therefore, been made on this account.
The provisions for Nagaland and Manipur have had
to be fixed on an ad hoc basis.

6. Accordingly, we recommend the following pro-
visions under “64-Famine Relief” for different States:

(Rs. crores)

States Annual

Provisions

1. Andhra Pradesh 4.31
2. Assam . 1.25
3. Bihar . 4.61
4, Gujarat 4.55
5. Haryana 1.24
6. Himachal Pradesh 0.03
7. Jammu & Kashmir 0.35
8. Karnataka 1.91
9. Kerala . 0.30
10. Madhya Pradesh . 3.41
11. Maharashtra 4.17
12. Manipur 0.04
13. Meghalaya 0.04
14, Nagaland 0.02
15. Orissa . 3.58
16. Punjab 0.33
17. Rajasthan 10.19
18. Tamil Nadu i.52
19. Tripura 0.07
20, Uttar Pradesh 2.18
21. West Bengal 6.61
TS0

ToTAaL

¢

We ha\.fe taken these figures into account in arriving
at the grants, if any, needed by the States under Artl-
cle 275 of the Constitution.



CHAPTER XV
GRANTS-IN-AID

Paracraph 4(b) of the President's Order requires
us to make recommendations on the principles which
should govern the grants-in-aid of the revenues of
the States out of the Consolidated Fund of India and
also to recommend the sums to be paid to the States
which are in need of assistance by way of grants-in-
aid of the revenues under Article 275 of the Consti-
tution. In proposing the grants-in-aid, we have been
also asked to have regard among other things to some
of the specific considerations listed in that paragraph.

2. All the carlier Finance Commissions have felt
that grants-in-aid of the revenues of the States should
be related to the fiscal nceds of thé States. A close
and critical scrutiny of the forecasts of receipts and
expenditure of State Governments for the period
covered by our award is an essential first step in the
determination of such fiscal nceds. We have spelt
out in detail in Chapter 1X the criteria with reference
to which we have reassessed the forccasts of the
State Ciovernments presented to us.

3 In estimating thc receipts of the States from
both tax and non-mx revenucs, we have adopted re-
alistic but varying rates of growth with reference to
the considerations set out in detail in Chapter IX.
We have, in an attempt to cnforce fiscal discipline,
assumed reduction of arrears of taxes cutstanding 1o
more reasonable limits.  We have also reassessed the
receipts by way of interest on loans advanced to
Electricity Boards, Road Transport Undertakings and
third partics according to certain minimum standards
of performance considered appropriate by us. In
the case of major and medium irrigation projects, we
have siipulated that at least the charges for maintc-
nance should be fully covered by the terminal year
of our award. In other words, while we have made
every cffort to assure the States adequate resources
to majntain budgetary equilibrium, we have not adopt-
ed the approach of mechanical filling up of the gap
between receipts and expenditure on present levels
of efficicney in the collection of revenue and manage-
ment of public enterprises. Our proposals envisage
determined and purposeful efforts on the part of the
States at reduction of arrears of taxes and improve-
ment of returns from investments in quasi-commer-
cial and commercial projects.

4. Like carlier Finance Commissions, w¢ have also
been asked to take into account committed liabilities
of the States on account of the Plan in assessing the
need for grants-in-aid. On the completion of every
Plan, there is a significant increase in committed
liabilities devolving on the States. Unless the normatl
growth of tax revenues ot State Governments and re-
furns from commercial projects can gencrate the
additional resources to absorb a sizeable part of such
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committed expenditure, Central devolution for cover-
ing the same will soon rise to a level at which re-
sources available for sustaining further development
would be seriously eroded. While some States have
dene well in strengthening the resource base and are
in a position to mect their committed liabilities, many
others are now constrained to rely almost wholly on
increased grants-in-aid under Article 275 for meeting
their committed cxpenditure.  This cannot be consi-
cdered a healthy trend in federal finance.

5. We have adopted a normative approach also in
reassessing the demands of the States for funds for
raising emoluments of Government employees, tea-
chers in aided institutions and employees of
local bodies. Our approach in this regard
has been declineated in detail in Chapter X
We have taken these requircments into account in de-
termining the revenuc gaps/surpluses of the States.
We are awarc that in the process States which have
observed a policy of restraint in revision of emolu-
ments become entitled to higher grants than warrant-
cd by the cxisting levels of emoluments of Government
employees, teachers in aided institutions and cmplo-
yees of local bodies. The course wc have adopted
would not only reward the States for their fiscal pru-
dence but also bring about, over a period of time, a
greater measure of cquality in Tevels of scales of pay
and other allowances among the States.

6. We have sought to redress to the extent possi-
ble legitimate grievances of the States about inade-
quacy of funds for maintenance of cxisting assets
such as buildings, irrigation works and roads at satis-
factory levels. We have made reasonably adequate
provision for maintenance of these assets cn the lines
indicated in detail in Chapter XI. It is at the same
time necessary to ensurc that the allocations made for
the maintenance of these asscts, particularly irrigation
works and roads, are utilised for the purpose for which
they arc intended and that they are not diverted to
other uses. Accordingly, we propose that the provi-
sions allowed by us for maintenance of roads should
be assessed together with the outlays to be provided
in the Fifth Plan for construction of roads. For pur-
poses of regulating Central assistance for the Annual
Plan, only the aggregate expenditure on roads in ex-
cess of the provisions allowed by us for maintenance
should be reckoned as Plan expenditure qualifying for
assistance. Likewise, the provisions we have made
for maintenance of irrigation works should be taken in
conjunction with the outlay in the Plan for irrigation
and the same procedure followed for regulating the
release of Central assistance for the Annual Plan.
Tn order to enable the Planning Commission and the
Ministry of Finance to apply these checks, we have set



out the Statewise outlays of the provision we have
made for maintenance of (i) roads, and (ii) irrigation
and flood protection works. .

7. As we have explained elsewhere, by far the
most significant departure we have made from the
approach of the earlier Finance Commissions is in the
process we have initiated of enabling the States that
are backward in standards of general administration
to come up to a certain national minimum. For this
purpose, we have identified certain administrative and
social services as to be of crucial importance and have
proposed that the States whose expenditure in per
capita terms is below the all-States average should be
enabled to come up to such an average by the last
year of our award. The provisions we have so em-
bodied in our recommendations for upgradation of
standards have been indicated in Chapter XII. Among
these services, we consider primary education, medi-
cal and public health and welfare of Scheduled Castes,
Scheduled Tribes and other backward classes to be
of critical importance for the well being of the people
and particularly the weaker sections. We have, there-
fore, thought it essential to devise suitable special
safeguards against diversion of the funds so provided
for improvement of these services to other purposes.
It may be recalled that the special grants-in-aid
provided by the First Finance Commission for promot-
ing primary education in backward States and the
grants provided by the Third Finance Commission for
improvement of communications in certain States were
not utilised for the purposes for which they were
intended. In the light of the experience, we cannot
over-emphasize the need for effective and purposeful
monitoring of the special grants earmarked for adminis-
trative upgradation. To this end, we make an im-
portant suggestion. The concerned administrative
Ministry at the Centre and the Planning Commission
should, as part of their scrutiny of the Annual Plans
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of the States, take special care to verify whether the
funds provided by us for primary education, medical
and public health and welfare of Schedaled Castes,
Scheduled Tribes and other backward classes have
been utilised on these services. We would suggest
that only such expenditure on these services, as is in
excess of the provisions indicatcd by us under these
heads, should alone be treated as Plan expenditure
qualifying for Central assistance. Thus, for cxample,
in the case of Uttar Pradesh the provisions adopted
by us for Primary Education under *“28-Education”
for each of the five years covered by the award are
as folows :

(Rs. crores)

1974-75 66.12
1975-76 77.39
1976-77 88.81
1977-78 100.43
1978-79 112.24

For purposes of determining the expenditure in the
Plan on primary education in Uttar Pradesh only
amounts in excess of the figures indicated above should
be reckoned as Plan expenditure and Central assis-
tance for the Annual Plan regulated accordingly. We
hope that with this safeguard the special funds we
are now allocating as part of grants-in-aid for improve-
ment of social services, will not run the risk of being
diverted to other heads-

8. We indicate in the Table below the provisions we
have assumed for these essential services in our re-
assessment of the forecasts of the States:
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{Rs. Crores)

States Primary Education Medical and Public Health Welfare of Scheduled Castes/Tribes
and other back ward classes
! — R " — ¢ - -~

1974-75 1975-76 1976-77 1977-78 1978-79 1974-75 1975-76 1976-77 1977-78 1978-79 1974-75 1975-76 1976-77 1977-78 1978-19

1 2 3 4 5 6 7 3 9 10 il 12 13 i4 15 16
. Andhra Pradesh . . ; . 41,32 4475 48,14 51,64 55,29 28,49 30.86 33.33 35,85 38,49 13.80 14.49 15.21 15,98 16.77
2, Assam . . . . 16,05 16,95 17.89 18.88 19.93 9.45 10.15 10.88 1L.63 12.43 0.66 1.20 1.78 2.33 2.88
3. Bihar . . . . 50.36 55,45 60.71 66.12 71,70 27.16 30.80 34,55 38.33 42.23 6.05 7.3 8.59 9 .86 11.13
4. Gujarat . . . . . 38,10 40,22 42,46 44,82 47.33  21.84 23.00 24,21 2548 26.34 4.51 5.16 5.82 6.49 7.17
5. Haryana . . . . . . 7.26 8.58 9.94 11.30 12.71 6.81 7.30 7.80 8.34 8.89 .28 056 0.83 1.11 1.39
. Himachal Pradesh . . . . 4.60 4.86 5.15 5.44 5.75 4.85 5.11 5.39 5.68 6.00 0.43 0.45 0.47 0.49 0.52
. Jammu & Kashmir . . . . 3.35 3.97 4.59 5.23 5.86 7.74 8.15 8.57 9.00 9.48 0.37 0.39 0.4 0.43 0.45
. Kerala . . . . . . 50.24 533,10 56,08 5922 62,55 21.03 22.18 23.39 24,67 26.03 4.66 4.89 5.13 5.39 5.66
. Madhya Pradesh . . . . . 4069 34,32 47.09 49,98 53,00 2527 27,69 30.18 3273 3537 13,58 14.58 15.57 16.6l 17.67
. Maharashtra . . . . . 66,47 7020 74.14 7832 82.72 40.19 42.39 44.73 47,17 49.77 5.47 5.96 6. 44 6.96 7.48
. Manipur . . . . . 3.66 3.86 4.07 4,30 4.53 1.61 1.69 1.76 1.87 1.95 0.39 0.4 0.43 0.46 0.48
2, Meghalaya . . . . . . .44 1.53 1.61 1,71 1.80 1.91 2.0t 212 2.23 2.35 negl. negl. negl. negl, negl.
. Mysore . . . . . . 36,10 38.1F 40.25 42,51 4490 21.48 22.67 23,93 2525 26.63 3.92 412 4.3 4.54 4.76
. Nagaland . . . . . 2.52 2.65 279 2.93 3.10 2,44  2.58 2,72 2.87 3.03 0.60 063 0.66 0.69 0,72
. Orissa . . . . . . 16,96 19.61 2230 2504 27.84 13.39 14.56 15,76 16.9% 18.27 4.63 5,33 6. 05 6.76 7.50
. Punjab . . . . . . 12,37 13,52 14,67 1590 17.16 12,36 13,02 13,72 14.46 1526 0.47 0.9 1.38 1.84 2.31
. Rajasthan . . . . . 2410 26.16 28.28 30.50 32.79 2738 28.87 30.47 32.14 33.90 2.37 330 4. 26 5.21 6.17
. Tamil Nadu . . . . . 38.64 6098 6550 69.24 73,20 38.26 40.29 42,45 44,73 47,10 13.08 13,73 14.41 15.13 15.89
. Tripura . . . . . . 3.10 3.34 3.59 3.86 4.12 1.66 1.76 1.87 1.97 2,10 0.26  0.27 0.29 0.30 0.31
. Uttar Pradesh . . . . . 66,12 7739 88.81 100.43 11224  46.56 52,41 58.35 64.46 70.68 5.68 993 11.21 12.47 13.76
. West Bengal | . . . . . 3522 40.32 45,54 50.85  56.29  39.18 41,31 43.58 4597 48.50  31.38 4.74 6.10 7.49 8.85
All States . . . . . . 579.87 630.87 683.60 738.22 794.81 399.06 428.80 459.76 491.82 525.30 87.59 98.37 109.36 120 .54 131.87

]



9. The procedure we have outlined  will ensure
parity of trcatment between surplus States and States
qualifying for grants-in-aid. Among the deficit States
themscives it will cnsure equality of treatment as bet-
ween, for cxample, Andhra Pradesh and West Bengal,
which get the whole of the amounts needed to raise
the levels of essential services to all-States average
through grants-in-aid and States such as Uttar Pradesh
and Bihar, in whose case part of the amounis su
needed are in effect set off against the revenue sur-
plus computed, according to the requirements of the
existing level of services. All  States, whether in
receipt of grants-in-aid or not under Article 275, will
be subject to same degree of discipline of having to
spend the minimum amounts assumed under essential
services. [t is necessary to impose such discipline
even on surplus States, because a few of them, for
instance Punjab, are neglecting some of these essential
services. In the case of States qualifying for grants-
in-zid under Article 275, we have considered it appro-
priate to indicate separatcly grants-in-aid for filling
up gaps in resources for maintaining institutions and
services at existing levels, or what may be called
‘conventional revenue gap grants’ and the grants for
upgradation of essential administrative and social
services.

Non-Plan Grants

10. Apart from the statutory grants made under
the substantive provision of Article 275¢1) of the
Constitution, States are also receiving from the Centre
non-Plan grants for other purposes, the morc
important being, (i) relief and rehabilitation of dis-
placed persons (ii) relief and other measures necessi-
tated by hostilities (ili) construction and maintenance
of border roads (iv) labour and employment (v) deve-
lopment of border arcas (vi) assistance to Jammu &
Kashmir for transport of rice and wheat (vii) incentive
bonus for higher procurement of foodgrains
(viii) modernisation of Police Force (ix) education
(x) social welfare, and (xi) Central Road Fund.

11. We gave careful consideration to the question
of the treatment to be accorded to these grants and
the corresponding or relatable expenditure met from
revenue in the forecasts furnished by the State Gov-
ernments. In respect of Central assistance for
schemes which are not uniformly applicable to all
States, such as payment of bonus for procurement of
foodgrains, development of border areas and construc-
tion of roads from Central Road Fund, we have omiit-
cd both revenue receipts on account of Government
of India’s grants to the State Governments and the
related expenditure in the State forecasts. Conse-
quently, the non-Plan grants will have to be continued
by the Central Government if these schemes are to
be continued by the Statc Governments. As regards
schemes of continuing nature which are being imple-
mented gencrally in most  of the States, we have
allowed after necessary scrutiny the non-Plan ependi-
ture of the State Governments but the corresponding
grant from the Central Government has been omitted
in the reasscssment of revenue. receipts.  Grants to
States for purposes such as small savings schemes,
Iabour and employment <chemes, (craftsmen training
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and cmployment cxchanges), social welfarc  homes,
infirmaries and doles, National Sample Survey fali
within this category. In these cases, Central Govern-
ment will not have to sanction any non-Plan  grant,
as the expenditurc on thesc schemes should be met
from their own resources as rcassessed by us.

12. In Table 12 in Appendix VII we have indicat-
ed the non-Plan grants which we have assumcd, in
our reassessment of the forecasts of the States, would
be continued and for which corresponding expendi-
ture provisions have also been allowed.  We have also
indicated in Appendix VII the grants which, in our
opinion, nced not be continued. As we have taken
into account in our rcassessment of the States’ fore-
cast the corresponding cxpenditure, the same should
be met from the States’ own resources. We have in
particular taken into account the committed liability
on account of teachers already appoifted in the
States under the special Central Schemc and there
will therefore be no need to continue Central grants
for this purpose scparately. In Appendix VII we
have indicated the grants for which we have assumed
no credit in our reassessment of the forecasts of the
States and where the corresponding expenditure has
also not been taken into account. In these cases, if

the schemes continue, specific grants-in-aid  should
have to be continued to be given.
13. In our reassessment of the forecasts of ex-

penditure of the State Governments, we have not
treated the expenditure on the staff or any other re-
curring expenditure under the Family Planning Pro-

gramme as committed liability of the States arising
out of the Fourth Plan schemes. In view of this,
Central assistance for Family Planning schemes

should continue to be given to the States on the

present pattern.

14. The issue whether provision for amortisation
of public debt-open market loans or loans obtained
from the Government of India and financial institu-
tions or both—should be considered a legitimate
charge on revenuc account has engaged the attention
of successive Finance Commissions and divergent
views have been expressed by them. Some of the
State Governments have urged that even repayment
of Government loans to the Government of India
should be provided for fully in the revenue account.
In the context of the proposals we have formulated
for affording adequate debt relief to the States during
the Fifth Plan period, we have not considered it
ncecessary to allow for any element of amortisation of
debt in the revenuc accounts of the State Govern-
ments. The provisions sought by the State Govern-
ments in this regard have, therefore, been excluded

for purposes of reassessment of their budgetary re-
quirements.
15. In Chapter XVIT we are dealing with the re-

quest of the Statc Governments for financial assist-
ance within the framework of our award, for the
implementation of land reform measures. We have
cxplained therein in some detail our reasons for leav-

ing out of account the requirements of the State
Governments for this purpose. For the same rea-
sons, we have also excluded the provisions for im-

plementation of land reforms sought by some of the



State Governments on revenue aceount, except to the
extent nceded for meeting the cost of staff that have
already been appointed amd has become a committed

liability.

16. [n Chapter XVII, we cxamine the question of
the treatment of Central Government loans  to the
Statc  Governments outstanding on  31st  March,
1974, For reasons sct out in thal Chapter, we have
kept small savings loans out of our scheme of re-
vision of the terms of repayment. We have given
carcful consideration (o the question of the rate of
interest to be charged on the loans which  we have
recommended  for consolidation into a few distinct
categorics and for which we have suggested different
periods  of repayment. The incidence of inferest
charges on outstanding loans now works out to an
average rate of a little over 4.75 per cent. Currently,
the Centre is charging 4.75 per cent on the bulk of
the loans advanced to the State Governments. We
therefore consider that it would be appropriate for
the State Governments to pay interest on the loans
recommended for consolidalion by us at 4.75 per
cent. We have not consolidated loans for Bhakra
Nangal and Hirakund (Stage 1). Besides small
savings loans, we have also kept out of our scheme
of consolidation of debt, loans obtained by State
Governments  as their  share in Centralised market
borrowings. For these loans, existing rates of inter-
¢st should be continued. We have recommended
that the States may retain half of the principal and
full interest on loans for relict of displaced persons,
repatriates from Burma, Sri Lanka etc., goldsmiths
and louns given under the National Loan Scholarship
Schieme. We have  not assumed any intcrest  pay-
ments by State Governments in respect of these loans.
Nor have we provided for interest on pre-autonomy
debt and other categorics of loans recommended by
us for write-off. The interest liabilities of the State
Governments on Central  loans outstanding at  the
end of 1973-74 have been computed on these as-
sumptions and allowed for the five year period 1974-
75 to 1978-79.

t7. The carlier Finance Commissions had allowed
for the provisions likely to be needed by the State
Governments for payment of interest on fresh bor-
rowings during the forecast period while taking cre-
dit for interest receipls of iresh lendings. The esti-
mates furnished by the State Governments of their
intcrest liabilities  on Iresh borrowings—from open
nurket, from financial institutions and from the Gov-
crniment of India for Plan and non-Plan purposes—
and the intercst receipts assumed by them on fresh
lendings have been set out in Appendix VIIL  We
requested the Planning Conunission to let us have a
broad idca of the likely Plan outlays of the different
State. Governments for the Fifth Plan period  and
how the same was proposed to be financed. We re-
quested thenr in particular to furnish us with infor-
mation on the probable magnitude of borrowings of
State Governments and the Tikely Central — assistance
in the form of grant and loan during the Fifth Plan
period. The Planning Commission has replicd that
no firm view has vel been taken on the quantum  of
Central assistance to the States for the Fifth Plan
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period and that @ view in this regard would emerge

only after our Report is submitted to the President
and decisions thereon become available.  Fhe Plan-

ning Commission has thus made it clear that it ts
not possible for them at this stage to indicate either
the figures of Central assistancc for the State
Plans or its apportionment between grants and loans.
As regards market borrowings of State Governments
also, the Planning Commission has not yet taken a
definite view. We have been informed that decisions
in this regard would also be takcn omly after the
submission of our Report. We reproduce in Appen-
dix 11I of our Report the full text of correspondence
cxchanged between us and the Planning Commission
in this regard. In the circumstances, we have no
alternative but to leave the interest liabilities on fresh
borrowings of State Governments out of account m
computing their requirements for the forecast period.
For the samc reason, w¢ have excluded out.of our
reckoning also interest receipts on fresh lendmgs by
State Governments during the forecast period. What-
cver net commitment by way of interest charges de-
volves on the State Governments, as a result of the
Government of India’s decision on Central assistance
for State Plans, borrowings from the open market
and ncgotiated loans of State Governments, will have
to be computed separately by the Ministry of Fin-
ance. The President should be moved to raise to
the extent required the grants recommended by us
under Article 275 of the Constitution. In the casec
of the States which do not qualify for grants-in-aid
in terms  of our award, the net commitment on ac-
count of interest liabilities on fresh borrowings and
lendings should be set off against the surpluses as
assessed by us and the net deficit, if any, should be
given as grant-in-aid under Article 275 of the Con-
stitution by a Presidential Order.

18. We¢ now indicate briefly our views on some ol
the issues special to certain State Governments which
have a bearing on their revenue surpluses or deficits.
Alter the submission of the forecast of receipts and
expenditure to  us and our discussions with them
based on these forccasts, the Government of Tamil
Nadu communicated to us on 2ist June, 1973 their
decision to reintroduce prohibition in the State and
requosted us to take into account the loss of revenuc
arising from this decision during the forecast period.
The Government of Tamil Nadu had also sought to
muke up partially the loss of revenue resulting from
the decision to reintroduce prohibition through en-
hancement of taxes on motor spirit, stamps and en-
tertainment.  They wrged that the additional reve-
nues aceruing from these levies should  be excluded
m estimating their revenue gap, as they were intend-
ed specifically for financing the Fifth Plan. We have
given careful consideration to these issues raised by
the Government of Tamil Nadu. We are required
under our terms of reference to estimate the revenuecs
of the State Governments at levels of (axation oh-
taining at the end of 1973-74, In view of this we
feft constrained to allow for  the financial implica-
tions of the decision of the Government  of Tamil
Nadu already implemented 10 close  down  toddy
shops.  We did not, however, consider it proper to
allow for the further loss of revenue anticipated from
the closure of shops for sale of arrack end other



liguors subject to State excise duties, as these deci-
sions have not yet come into force. We could not
also accept the request of the State Government to
exclude the revenues estimated to accrue from the
additional taxation on motor spirit, stamps and enter-
tainment levied by them because these levies have
already come into force. Consequently the net down-
ward adjustment we had to effect in the forecasts of
revenues of the Government of Tamil Nadu was of
the order of enly Rs. 18.16 crores for the five year

period as against Rs. 165.45 crores indicated by
them.

19. The Government of Rajasthan also brought
to our notice the pressures building up in their State
for introduction of total prohibition and the result-
ant loss of revenue, if the demands are conceded.
In the absence of any specifc decision to reintroduce
prohibition in the State, we have projected the re-
venues from excise duties adopting the rates of
growth indicated in Chapter IX. As, however, the
late Chief Minister of Rajasthan in his letter to
Chaisman of the Commission had specifically re-
quested us to indicate whethér or not we have allow-
ed in our award for the possible loss of revenue from
cxcise duty in the event of introduction of
prohibition, we have considered it appropriate
10 refer to this communication and clarify
that we have assumed in our forecast the
continuance of revenues from State excise duties on the
basis of the present policy in force in the State.

20. A few of the State Governments, notably West
Bengal, have in the forecasts submitted to us included
large provisions for payments to the Government of
India on account of Central Reserve Police deployed
in their States for maintenance of law and order. We
consider it difficult to concede in principle that the
deployment of Central Reserve Police would be
needed as a permanent measure in any State. We
have also no means of estimating accurately the com-
mitments likely to devolve on the State Governments
by the requisitioning of Central Reserve Police in ac-
cordance with the needs of the law and order situa-
tion in future. From the point of view of parity of
lreatment among the States also we do not consider
it possible to concede the request of only some of the
State Governments for possible expenditure arising
from enlistment of the services of the Central Reserve
Police to support their own regular police forces. While
we have left out of consideration the provisions sought
by State Governments, such as West Bengal, for pay-
ments likely to be made for the services of the Central
Reserve Police during the forecast period, we would
strongly urge that the Government of India should
modify the present policy and waive payment alto-
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gether for the services of Central Reserve Police per-
sonnel made available to the State Governments for
maintcnance of law and order. As the Central Gov-
ernment would continue to have a decisive voice in
determining whether or not the law and order situa-
tion in a State warrants supplementary support in
the form of Central Reserve Police, there is no reason
to apprehend that State Governments may invoke the
assistance of the Central Reserve Police on a larger
scale if payment for the same is waived. After all,
the Governments of Indin have an equal stake with
State Govermments in the maintenance of law and
order throughout the country, The present system
of insistence on payment for services of the Central
Reserve Police does net seem to make sense parti-
cularly when most of the States are in effect paying
for the same through grants-in-aid under Article 275
of the Constitution from the Government of India.
In the case of the States, which were Union Terri-
tories till recently, namely, Tripura and Manipur, we
have allowed the provision in full for payment of
Central Reserve Police. They were, till quite recently,
not paying for the services of the Central Reserve
Police and would need time to raise and strengthen
their own police force.

21. 'Fhe Government of Jammu and Kashmir have
proposed a special provision of Rs. 10.55 crores for
strengthening and reorganisation of the police force.
After satisfying ourselves, about the demands of the
State Governments in this regard in consultation with
the Ministry of Home Affairs, we have allowed the
provision asked for by them in full. But we propose
that the grant in this regard under Article 275 of
the Constitution be tied specifically to programmes of
expenditure for the strengthening and reorganisation
of the police force in the State. Jammu and Kashmir
Government have also included in their forecast a
sum of Rs. 56.77 crores towards food subsidy. It
should be remembered that this subsidy is over and
above the element of subsidy in the issue price of
foodgrains released from the Central stocks. The
Commission feels that the commitment on the State
budget on this account can and should be gra-
dually reduced. Only 50 per cent of the provision

sought by the State Government has therefore been
allowed.

22. On the basis of the reassessment of revenue
receipts and non-plan revenue expenditure of the
State Governments, taking into account the princi-
ples and general considerations explained earlier and
after setting off the resources estimated to accrue to
them from devolution of taxes and duties and grants
in lieu of tax under the repealed Railway Passengers
Fares Tax Act, 1957, the surpluses and deficits of



the State Governménts during the five-year period would be as indicated in the Table below ¢

.

(Rs. Crores)

States Non-Plan revenue  sur-  Provision Net Reve- Net Reve-
plus;deficit on the basis  allowed for nuc deficit  nuc surplus
of the existing stan- upgradation after devo-  after devo-
dards of essential ad- of the stan- lution of re-  lution of
ministrative and social  dards of Venucs ©oreventies

seryvices cssential
administra-
Without After tive and
devolution®  devolution®* social
of revenues  of revenues  sefvices
[ 2 3 4 5 [
I. Andhra Pradesh . 723.39 153,31 52.62 205,93
2. Assam 421.00 236.51 15.02 254 .53
3. Bihar 677.93 (—) 60.51 166.79 106.28 ..
4. Gujarat 23,99 (—)344.05 9.1v 335,46
5. Haryana . . {(—H24. 14 (—)244 .80 21.45 .. 223.35
6. Himachal Prades| 204 .06 160.96 .. 160,96
7, Jammu & Kashimir 2i4.95 156,16 17.33 173.49 ..
3. Karnataka . £24.45  (—)259.19 26.45 .. 232.74
9. Keraia R 473 .44 202,40 6.53 208,93 ..
10. Madhya Pradesh 383.05  (—)160.52 50.34 110 18
1t. Maharashtra (—) 40,52 (—)752.05 3.03 .. 748.42
12. Manipur 126.9] 113,43 1. 1o 114.33
13, Meghalaya . 86.02 73.17 1.50 74.67
14. Nagaland 135.01 12818 0.66 128.84
15. Orissa 520.26 247,67 57.00 304.73 ..
16. Punjab (—}186.45 (—)355.42 13.94 . 341 .48
17. Rajasthan 536.49 203.10 27.43 230.53 ..
18, Tamil MNadu 354,04 (—)184.53 .. .. 184.53
19, Tripura 130.19 110.50 2.00 112,50
20. Uttar Pradesh 1058.89  (—) 91.33 290.16 198.83
21. West Bengal 750.70 162.63 72.23 234 8¢
ToraL 6594.20  (—)504.98 838.43 2509 .61 2176.16

NoTE - Negative sign indicates surplus.

* Dzvolution (or this purpose has been taken to cover the States’ share of Income-1ax, Union duties of excise, Additional Excise
Duties, Estate Duty on property other than agricultural land, grant in lieu of tax on passcnger fares and grant on account of
wealth tax on agricultural property.

23. In the light of the foregoing, we rccommend

that the following
sums specified against

State Governments be paid the
each of them as grants-in-aid

Clausc (1) of Article 275

of the Constitution for

cach of the five ycars covered by our recommenda-

tions :

of their revenues under the substantive part of
(Rs. Crores)
Staies Total amo- Grants-in-aid to be paid in

unt to be
paid in the 1974-75 1675-76 1976-77 1977-78 1978-79

five years
|. Andhra Pradesh 205.93 42,83 43.47 41,89 39.45 38.29
2. Assam 254.53 4%.60 51.33 50,60 51.35 51.59
3. Bihar . 106.28 18.78 23.92 212 21.53 20.93
4. Himachal Pradesh 160.96 31.72 32.02 32,15 32.42 32.65
5. Jammu & Kashmir . 173.49 34.57 34.65 34,73 34 .83 34.71
6. Kerala 208,93 43 .85 43,46 41.19 40,92 39,51
7. Maaipur 114,53 21,05 21.97 22.85 23 .84 24 82
8. Meghalaya 74,67 13.61 14.23 14.90 15.63 16.30
9. Nagaland 128.84 23.77 24,68 25.72 26.77 27.90
10. Orissa 304.73 56,97 60.11 61.00 62.56 64.09
11. Rajasthan 230.53 49 .30 48.57 46.05 44 .30 42 .31
12. Tripura . 112.50 20.66 21,53 22.44 23.45 24.42
13. Utiar Pradesh . 198.83 21,61 33.91 39.23 4910 54.98
14, West Bennal 234.86 53.29 49,27 46,57 44,55 41,18

ToraL 2,509.61

481,67

503.12

500.44

510.



CHAPTER XVI

ASSESSMENT OF NON-PEAN CAPITAL GAP .
OF STATES

I-Methodology

The assessment of non-Plan capital gaps of States
has been referred to the Finance Commission for the
first fime. It is clear from the terms of reference
that determination of the non-Plan capital gaps of
States is considered an essential prelude to the for-
mulation of propesals for revision of the terms of
outstanding Central loans. As the survey of non-
Plan capital gaps has been brought within the ambit
of enquiry of the Finance Commission for the first
time, we did not have the benefit of the views of the
carlicr Commissions on the conceptual and other
problems involved in this exercise, We, therefore,
thought it fit to begin with an analysis of the naturc
and scope of the different categories of transactions
relating to both receipts and disbursements generally
liguring in capital account and to indentify, in the
light of such analysis, which of them could be con-
sidered to be of non-Plan nature. We had also to
take a view on treatment of items like contribution
of State enterprises and their borrowings which,
though not directly reflected in State budgets, are
reckoned as resources for the Plan. The question
whether cash balances and negotiable securities held
by State Governments should also be taken in reduc-
tion of their non-Plan capital gap, also came up for
consideration.

2. The capital transactions of the States arc record-
ed in the budget against the various heads indicated
in Annexure I to this Chapter. In ihe light of our
analysis of the scope of receipts and  disbursements
accommodated under these various heads of account,
we indicate below briefly which of them, in our jude-
ment, should be taken into account in computing the
non-Plan capital gap and which of them should be
left out.

*92. Payment of compensation to landholders, etc,
on the abolition of zamindari system,

3. The bulk of the compensation payments to land-
holders is met out of the zamindari abolition fund
created by various State Governments. Provision
under this major head on capital account is now
rather insignificant except in a few States such as
West Bengal. But it is a legitimate non-Plan capital
liability, as most of the compensation payable for
the abolition of intermediaries has already been dis-
bursed and the residual amounts shown in the forecasts
presented to us are needed to complete the reforms.
While the provision sought for completion of the

*References arc o Heads of Account as in force in 1973-74,
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processes of abolition of intermediaries such as zamin-
daries and jagirdaris posed no problems in view of
the firm basis of the commitments already entered
inlo, our approach to similar cstimates of financial
implications of the recent land reform mcasures had
10 be defined with carc, in view both of the tentative
character of the estimates presented to us and  the
widely varying requirements of the States.

4. Many of the State Governments have invited our
attention to the legislation for imposition of ceilings
on agricultural holdings, which has either been en-
acted or is on the anvil, and havc urged that the
compensation likely to be needed for paymeiit in cash
or in bonds to the landholders for the excess lands
to be taken over in pursuance of such legislation
should be treated as non-Plan capital liability. Since
it is not possible for us to make any firm judgment
on the extent of surplus land likcly to be available
or satisfy ourselves on the extent of compensation
likely to be paid for the excess lands thus taken
over, we are not in a position to estimate the re-
sources likely to be needed by the States to imple-
ment the various proposals already indicated or under
consideration for the imposition of ceilings. As we
have been asked to assess the non-Plan gap of the
States on as uniform and comparable a basis as possi-
ble, it will obviously not be correct for us to discri-
minate between States that have already completed all
the legislative measures connected with the ceilings
on land holdings and those in which the process is
still in a preliminary stage.

5. Past experience indicates that estimates of sur-
plus land may prove wide off the mark and that the
pace of take over of surplus land cannot also be
predicted in advance. Whatever financial assistance
is necessary for payment of compensation for surplus
land, should, therefore, be provided only on the basis
of close and critical review of the progress of im-
plementation of land reforms. Such tied assistance
cannot be visualised within the framework of any
scheme of debt relief. We would, therefore, suggest
that Government of India should, in consultation with
States. asscss their net financial requirements for
smooth implementation of land reforms and arrange
to meet them. In computation of the non-Plan capital
cap, we have left out of consideration the requirements
for land reforms for the various reasons indicated
above,



CHAPTER XVI

ASSESSMENT OF NON-PLAN CAPITAL GAP
OF STATES

1-Methodology

The assessment oi non-Plan capital gaps ol Stales
has been referred to the Finance Commission {or the
tirst time. It is clear from  the terms of refercnce
that determination of the non-Plan capital gaps of
States is considered an essential prelude to the for-
mulation of proposals for revision  of the terms of
outstanding Central loans. As the survey of noon-
Plan capital gaps has been broughe within the ambit
of enquiry of the Finance Commission for the first
time, we did not have the benefit of the views of the
carlicc Commissions on the conceptual  and  other
problems involved in this excrcise. We, therefore,
thought it fit to begin with an analysis of the naturc
and scope of the diflerent categorics of transactions
relating to both receipts and disbursements generally
figuring in capital account and to indeatify, in the
light of such analysis, which of them could be con-
sidered to be of non-Plan nature. We had also to
take a view on trcatment of items like contribution
of State enterprises and their  borrowings which,
though not directly reflected in State budgets, arc
reckoncd as resources for the Plan.  The question
whether cash balances and negotiable sccurities held
by State Governments should ailso be taken in reduc-
tion of their non-Plan capital gap, also came up for
consideration.

2. The capital (ransactions of the States are record-
ed in the budget against the various heads indicated
in Annexure 1 to this Chapter. In the light of our
analysis ol the scope of receipts  and  disbursements
accommodated under these various heads of account,
we indicate below briefly which of them. in our judg-
ment, should be taken into account in computing the
non-Plan capital gap and which of them should be
Ieft out.

92, Payment of compensation to landholders, efc.
on the abolition of zamindari system.

3. ‘I'he bulk of the compensation payments to fand-
holders is met out of the zamindarl abolition fund
created by various  Stzte  Governments.  Provision
under this major head on capital account is now
rather insignificant cxcept in a few States such as
West Bengal.  But it is a legitimate non-Plan capital
fiability. as most of the compensation payable for
the abolition of intermediarics has alrcady been dis-
bursed and the residual amounts shown in the forecasts
presented 1o us are needed to complete the reforms.
While the provision sought for completion of the

*References are {0 Meads of Account as in force in 1973-7-L
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processes ol abolition of intermediarics such as zamin-
daries and jagirdaris posed no problems in view ol
the firm basis of the commitments already entered
into, our approach to similar cstimates of financial
implications of the recent land reform measures had
10 be delined with care, in view both of the tentalive
character of the estimates presented o us and  the
widely varving requirements of the States.

4. Many of the State Governments have invited our
attendon to the legislation lor imposition of ceilings
on agricullural holdings, which has cither been on-
acted or is on the anvil, and have urged that the
compensation likely to be needed for payment in cash
of in bonds to the landholders for the cxcess lands
to be taken over in pursuance of such legislation
should be treated as non-Plan capital liabilizy.  Since
it is not possible for us to make any firm judgment
on the extent of surplus lund likely to be available
or salisfy ourselves on the extent of compensation
likely to be paid for the excess lands thus taken
over, we are not in a position to cstimate the re-
sources likely to be needed by the States to imple-
ment the various proposals already indicated or under
consideration for the imposition of ceilings.  As we
have been asked to assess the non-Plan gap of the
States on as uniform and comparable a basis as possi-
ble. it will obviously not be correct for us to discri-
minate between States that have already completed all
the legislative measures connected with the ceilings
on land holdings and those in which the process is
stil]l in a preliminary stage.

5. Past cxperience indicates that estimates of sur-
plus land may prove wide off the mark and that the
pace of take over of surplus land cannot also be
predicted in advance. Whatever financial assistance
I5 necessary for payvment of compensation for surplus
land, should, therefore, be provided only on the basis
of close and critical review of the progress of im-
plementation of land reforms.  Such tied assistance
cannot be visualised within the framework of any
scheme of debt relicf. We would. therefore, suggest
that Government of India should. in consultation with
States. assess their net  financial  requirements  for
smooth implementation of land reforms and arrange
to mect them.  In computation of the non-Plan capital
rap, we have left out of consideration the requirements
for land rcforms for the various reasons indicated
above.
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the State Governménts during the five-year period would be as indicated in the Table below !

i

(Rs. Crores)

States Non-Plan revenue sur- Provision  Net Reve- Net Reve-
plus/deficit on the basis allowed for nue deficit  nue surplus
of the existing stan- upgradation after devo- afler devo-
dards of essentinl ad- of the stan- lution of re-  lution of
ministrative and social dards of Venues < revenues

services essential
administra-
Without After tive and
devolution* devolution* social
of revenues of revenues services
1 2 3 4 5 6
1. Andhra Pradesh . 723.39 153.31 52.62 205.93
2. Assam 421 .60 236.51 18,02 254,53
3. Bihar 677.93 (—) 60.51 166.79 106.28 ..
4. Gujarat 23,99 (—)344.65 9.19 335.46
5. Haryana . (—M24.14  {—)244.80 21.45 - 223,35
6. Himachal Pradesh 204.06 160.96 .. 160,96
7. Jammu & Kashmir 214.95 156.16 17,33 173.49 .
8. Karpataka . 124.45 (—)259.19 26.45 .. 232,74
9. Kerala . 473.44 202,40 6.53 208.93 ..
10. Madhya Pradesh 383.05 (—)160.52 50.34 110.18
11. Maharashtra (—) 40.52 (—)752.05 3.63 .. 748.42
12. Manipur R 126.91 113.43 1.10 114.53
13, Meghalaya . . . . 86.02 73.17 1.50 74.67
14. Nagaland [35.01 128.18 0.66 128.84
15. Qrissa 520.26 247.67 57.06 304,73 ..
16. Punjab (—)186.45 (—)355.42 13.94 N 341.48
17. Rajasthan 536.49 203.10 27.43 230.53 ..
18. Tamil Nadu 354.04 (—184.53 .. .. 184.53
19. Tripura . 130.19 110.50 2.00 112.50
20. Uttar Pradesh . . . 1058.89 (—) 91.33 290.16 198,83
21. West Bengal . . . . . . . . . 750.70 162.63 72.23 234.86
Torar . . 6594.26 (—)504.98 838.43 2509.61 2176.16

Note ; Negative signindicates surplus.

* Dzvolution for this purpose has been taken to cover the States’ share of Income-tax, Union duties of excise, Additional Excise
Duties, Estate Duty on property other than agricultural land, grant in lies of tax on passenger fares and grant on account of

wealth tax on agricultural property.

23. In the light of the foregoing, we recommend
that the following State Governments be paid the
sums specified against each of them as grants-in-aid

Clause (1) of Article 275 of the Constitution for
each of the five years covered by our recommenda-

tions :

of their revenues under the substantive part of
(Rs. Crores)
States Total amo- Grants-in-aid to be paid in
unt to be
paid in the 1974-75 1975-76 1976-77 1977-78 1978-7%
five years .
1. Andhra Pradesh 205.93 42.83 43.47 41.89 39.45 38.29
2. Assam . 254.53 49,66 51.33 50.60 51.35 51.59
3, Bihar . 106,28 18,78 23.92 21,12 21.53 20.93
4. Himachal Pradesh 160.96 31.72 32.02 32.15 32.42 32.65
5, Jammu & Kashmir . 173.49 34.57 34,65 34.73 34,83 34.71
6. Kerala 208.93 43.85 43 .46 41.19 40.92 39 51
7. Manipur 114.53 21.05 21.97 22.85 23.84 24 .82
8. Meghalaya 74.67 13.61 14.23 14.90 15,63 16.30
9. Nagaland 128.84 23.77 24,68 25,72 26.77 27.90
10. Orissa 304.73 56.97 60.11 61.00 62.56 64.09
11. Rajasthan 230.53 49,30 48,57 46.05 44.30 42.31
12. Tripura . 112,50 20.66 21.53 22.44 23.45 24.42
13. Utiar Pradesh . 198.83 21.61 3.9 39,23 49,10 54.98
14. West Bengal 234.86 53,29 49,27 46.57 44 .55 41,18
ToTtAL 2,509.61 503.12 510.70 513.68

481.67

500.44




0. We then have a number of heads of account
relating to capial owtluy for various developmental
purposcs,  These are :

94—-Capital outlay on improvement of public

health.

95 -Capital outlay on schemes of  agricultural

improvement and research.

96-—Capital outlay on industrial and cconomic

development.
98—-Capital outlay on Multipurpose River Schemes.

99-—Capital outlay  on Irrigation, Navigation,
Embankment and Drainage works {commer-

cial}.
100—Capital cutlay — on  Irrigation, Navigation,
Embankment  and Praimage works  (non-

commereial).
101—Capital outlay
103—Capital outlay
[09—-Capital outlay

en Flectricity Schemes.
on Public Works.
on other works.

114—Capital outlay on Road and Water Transport

Schemes.

119-—Capital outlay on Forests.

7. The provisions contemplated under these Leads
are essentially in the naturc of outlays which should
sesult in creation of tangibte assets and from the eco-
nomic standpoint should be classified as investment
cxpenditure. We have, therefore, taken  the view
that for this purpose the expenditure on these heads will
be accommodated in the State Plans, No non-Plan
capital liability as such will arisc under these heads.

120—Payment of commuted value of pensions

8. Payment of commuted value of pensions (major
head of account—120) was hitherto being classified
under capital account. But Government of India
have decided recently in consultation with the Comp-
troller and  Auditor Generat that  the payment of
commuted value  of pensions  should  be charged
straightaway to revenue instead of being debited ini-
tially to capital and then written back to revenue ac-
count over a period of years. In view of this change
in accounting practice. we have considered it appro-
priate to exclude this item from capital account and
provide for the reasonable requircments of the States
for pavment of commuted value of pensions in the
revenue account itself.  The amounts involved in any
case are not large.

124. Capital outlay en schemes of Government Trading

9. The next major head—124—relates to Capital
outlay on schemes of Government  trading.  As at
present, provisions under capital outlay on State trad-
ing reflect the net impact on ways and means position
of State Governments’ trading transactions in various
commnditics. The wavs and means position of Stale
Governments will he  adverselv  affected both on
account of additions to stock and trading losses. The

15

= Approach 1o Fifth Plan™ mukes it clear that all addi-
tions to stocks or inveatories should form part of the
Plan and be trcated as Plan outlay. We agree with
this approach. Even otherwise, cash  credit from
banks will be available to the States against inventories
such as stocks of foodgrains or fertilisers, —whether
held as buffer or for operational purposcs.  The losses
or profits arising from schemes of Government trad-
ing should appropriately be transferred to revenue
account, as such losscs do not add to the assets of the
State Governments while profits, if any, constitute
non-tax revenues. Thus it is clear that the entire
provision under capital outlay on State tracding schemes,
whether it relates to additions to stock or losses or
profits on such schemes, should be ignored in assess-
ing the non-Plan capital gap.

125, Appropriation to the Contingency Fund

10. Major head—125—on capital account relates
1o appropriations to Contingency Fund. A Contingency
Fund has been set up under Articke 267 of the Con-
stitutton by all State Governments.  This fund which
is in the naturc of an imprest is intended to cnable
the exccutive 1o meet unforescen cxpenditure arising
in the course of a year pending its authorisation by
ihe Legislature. By its very nature, there can be no
ner additional Tiability on the capital budget of the
State Governments on account ol transactions under
Contingency Fund, since the amounts spent from the
Fund are to be recouped in the same or in the next
financial year through Tlegislative authorisation.
Neither receipts nor disbursements under this head
nced therefore he taken into account while working
oul the non-Plan capital gaps of the States.

0.1. Permanent Debt

11. This head accommodates  mainly  loans
raised by the State  Governments  from  open
market. In  some of the State  budgets, small

amounts in respect of compensation bonds are also
charged under this head.  As regards market borrow-
ings, the practice so far has been to show net receipts
on account of loans from public—i.c. fresh loans minus
repayment of maturing loans—as a resource for the
Plan. In the casc of States having overall non-Plan
deficits, receipts under this head are now set off against
non-Plan deficit and as such arc not available to them
for financing their Plans. We are of the view that net
market borrowings which constitute a draft on the
savings of the community should be considered as
available for creation of new assets and not for the
discharge of Central loans or other liabilitics on capi-
tal account of the State Governments.  We have, there-
fore, excluded market barrowings—both receipts from
fresh loans and repayment of maturing loans—in
arriving at the non-Plan capital gap of the States.
These nct market borrowings will accordingly be avail-
able to the States for financing Plan programmes,

0.11. Floating Debt

[2. Receipts  and  disbursements  under this head
relate to loans of short-term  duration, e of
less than 12 months. The range of variations
between receipts and dishbursements should be small.
We have, therefore. considered it appropriate to leave

out this item in working out non-Plan capital gap.



0. IiL. Loans from the Government of India

13. The various categorics of loans received from
the Government of India in respect of which repay-
ments have to be made by the State Governments arc
listed in Annexure I. Ways and Means advances, as the
term implies, are intended to enable the State Govern-
ments to tide over temporary difficulties caused by
the uneven flow of receipts and disbursements within
a financial year- Loans obtained from the Govern-
ment of India for meeting such difficulties have to be
discharged within a financial year and do not there-
fore materially affect the non-Plan capital gaps of
States. Short-term loans are advanced by the Cen-
tral Government for purchase and distribution of ferti-
lisers, pesticides and seeds which are generally repay-
able within six months. As these liabilities are cs-
sentially of short-term nature and are mostly covered
by specific assets such as fertilisers or seceds, it wiil
be both convenient and proper to leave out completely
the receipts and disbursements pertaining to short-
term loans. Of the remaining loans from the Govern-
ment of India, loans against share of small savings are
made available to the States on the basis of net col-
lections within the State. Net receipts from small
savings should be considered as available to the States
for the financing of the Plan, as otherwise their incen-
tive for mobilising smali savings will be considerably
impaired. It is also proper to urge that small savings
constitute a draft on the savings of the community and
should, therefore, be matched by the creation of new
assets as part of the Plan. However, if fresh receipts
accruing to the States as their share of small savings
collections during the Fifth Plan period are to be
excluded in computing the non-Plan capital gap, it is
only proper that the repayment of past loans obtained
by the States against their share of small savings col-
lections should also be similarly excluded. We feel
that this might incidentally act as a spur to more
strenuous efforts by States to mop up small savings,
so that fresh collections may always be in excess of the
repayment of past small savings loans to the Govern-
ment of India. We have, therefore, excluded both
receipt of fresh loans from the Government of India
against the States’ share of small savings and repay-
menis by State Governments of the past loans obtain-
ed from the Government of India as their share of
small savings from the present exercise of computa-
tion of non-Plan capital gaps of the States. The
scheme of debt relicf proposed later in the Report also
does not take into account liabilities arising out of
repayment of small savings loans since, as mentioned
carlier, such repayment should be taken care of
through fresh mobilisation of small savings. How-
ever, the repayment of all other loans—loans for
State Plan schemes, loans for Centrally sponsored
schemes, special accommodation loans, loans for
clearance of overdrafts—have to be treated as legiti-
mate non-Plan capital liability for the State Govern-
ments. The liability for repayment of these loans is,
in fact, largely responsible for the non-Plan capital
gap of the States. All fresh loan receipts from the
Government of India for State Plan schemes or Cen-
trally sponsored schemes, howcver, have to be ex-
cluded in determining the non-Plan capital gap for
these are, by definition, intended for financing the
Plan. We have not assumed any fresh loans from the
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Government of India in the nature of special acco-
mmodation loans or for clcarance of overdrafts, Nor
have we assumed any non-Plan loans for reliet pur-
poscs in view of our recommendations in Chapter XIV
that the present arrangements for provision of Central
assistance for relief expenditure should be given up
and that relief schemes should be fully integrated with
the Plan.

0.1V. Other Loans

14. These loans
ernments  from various
the  National Cooperative
tion, Life Insurance Corporation and Reserve
Bank of India. All these loans are, in most cases,
for Plan schemes. It would, accordingly, be necessary
to exclude fresh receipts of all Plan loans from these
bodies while working out the non-Plan capital gap of
the States. We have also excluded repayment of
past loans taken from such bodies in computing the
non-Plan capital gap. In our view, like smali sav-
ings loans, only net additional amount raised by the
Statc Governments should bc trcated as a Plan re-
source.

15. Most of the Statc Governments have also made
arrangements for cash credit advances from the State
Bank of India and commercial banks. These credits,
which are generally of short-term duration are cover-
cd by stocks of commercial commodities such as food,
fertilisers, seeds and pesticides held by State Gov-
ernments and are repaid when inventories are liqui-
dated or when ownership is passed on to cooperative
socicties and other organisations. These cash credits
do not represent any net burden on the State Gov-
ernments. They have accordingly been left out in
arriving at the non-Plan capital gap of State Govern-
ments.

Q. Loans and Advances by State Governments

16. Loans and advances are given by State Govern-
ments for various purposes to individuals and institu-
tions. In particular, loans are advanced by State Gov-
ernments on a fairly large scale to Panchayati Raj
institutions, Municipal Corporations, State Electricity
Boards and Housing Boards. Most of these loans re-
late to specific Plan programmes and should, there-
fore, be accommodated in the Plan. Almost all the
loans given to other agencies or groups of individuals
would also qualify for inclusion in the Plan, as they
arc linked to certain developmental objectives. We
have. accordingly, excluded all such loans in assessing
the non-Plan capital gap of the States. Loans are
also given by State Governments to Government ser-
vants. These loans are mainly for purchase of con-
veyance and for house building purposes. Advances
for purchase of conveyances and for other consump-
tion purposes have to be treated as part of the non-
Plan liability of the State Governments. As loans to
Government servants for construction of houses re-
sult in creation of fresh assets and augment facilities
for residential accommodation, it is only proper that
all such loans should be brought within the purview
of the Plan. Recoveries of loans and advances given
to individuals and institutions should be set off
against the non-Plan capital gap. We have scrutinis-
ed the forecasts furnished by the State Governments
of recoveries of Toans and advances with reference to

received by State Gow-
autonomous bodies like
Development Corpora-

are
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amounts of loans outstanding under different cate-
gorics and taken a view on how much of the arrears
could be recovered over the period of the Fifth Plan
with reasonable efforts on the part of the States.
Such recoveries, as reassessed by us have been laken
in reduction of the non-Plan capital gap of the States.

R. Inter-State Debt Setilement
17. The net figures under this head should also be

tuk;n into  account for determining the non-Plan
capital gap of the States.
§. Unfunded debt—State Provident Fund

18, The essential distinction between receipts and
outgoings on Public Account from those forming part
of the Consolidated Fund is that in respect of the
former group of transactions, the Government only
acts us a banker. The disbursements on Public Ac-
count do not need the vote of the legislature and are
not included in the Appropriation Act which authorises
drawal of money from the Consolidation Fund. Un-
funded debt is the first item of significance under
Public Account. Receipts and disbursements og
account of provident fund of employees are accounted
for under this head. We are of the view that the
anticipated net receipls under State Provident Funds
<hould be sct off against the non-Plan capital gap.

F. Deposiis and Advances

19. Thesc deposits and advances belong to various
statutory  bodies  and corporations, local bodies
and  individuals such  as contractors,  litigants
in courts, etc. In view of the steadily
rising trend in the growth of public transactions, there
is an overall net accretion to these deposits and funds
from year to year. These deposits are in the nature
of banking transactions and credits, in fact, represent
a liability for the Government. Debits on the contrary
represent discharge of corresponding liability. The
magnitude of net resources accruing to the State Gov-
crnments from these deposits will, in part, depend
upon the regulations laid down by the State Gov-
ernments in regard to custody of funds of autonomous
bodics and local bodies under its control. In some¢
States, for example, State Flectricity Boards, Hous-
ing Boards and Municipalities are required to keep the
surplus funds with State Governments, while in cer-
tain other these institutions are allowed to keep their
funds with approved commercial banks. In the case
of Statcs where these funds are banked with Govern-
ment, there will naturally be larger accretions under
deposits and advances as compared to others where
these deposits are allowed to be kept elsewhere. As
we arc asked to assess the non-Plan capital gap of
the States on a uniform basis, we thought it neces-
sary to examine the practices in vogue in each State
and take into account only those deposits in respect
of which the practices were uniform in all States.
From the information obtained by us from the States,
it is seen that the only class of deposit common to
all States is civil deposits. The receipts under civil
deposits are closely linked to the administrative, regu-
fatory and developmental functions of the Govern-
ment. They consist of deposits made by litigants in
courts, security deposits of contractors with various
State Departments and the like. They thus represent
regular receipts of the State Governments on capital
account and may be expected to conform to some
pattern. The accretions under civil deposits should,
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therefore, be legitimately set off against the non-Plan
capital gap of the State. While working out the non-
Plan capital gap wc have taken note of only civil
deposits and have left out other categories of deposits
such as deposits of local bodies, electricity boards,
etc., as the practices in regard (o them vary widely.
Net receipts, if any, would therefore be available for
supplementing other resources for the Plan.

Sinking Funds
20. Sinking Funds are built out of appro-
priations  from current revenues. In certain states,

part  of the appropriations from current reve-
nues is also invested in securities. We have elsewhere
taken the view that provision for appropriation for
reduction or avoidance of debt need not be treated as
a legitimate charge on revenue account. Consistent
with this decision we bave decided to leave net accre-
tions to Sinking Funds out of the present exercise.

Other Funds

21. Some States make large provisions towards
various funds on the ecxpenditure side of the
revenue  budget. The provision 30 earmarked
are then transferred to Public Account. From the
Public Account the funds are retransferred to revenue
account to the extent necessary for meeting specific
purposes either of maintenance or developmental
nature. Thus, for example, a State may make a provi-
sion of Rs. 10 crores in a year towards the Road Fund
and then retransfer, say, Rs. 2 crores to the revenue
account for meeting the cost of maintenance of roads,
the balance being utilised either for fresh road works
or ether Plan programmes. Transfers of this nature
are particularly large in some of the States with subs-
tantial revenue surplus, We  have analysed the
nature of these funds and have taken the view that
provisions in revenue account towards the funds
should be allowed only to the extent dictated by the
needs of current maintenance as reflected in the con-
cerned heads of cxpenditure. In other words, if the
forecasts of States disclose that States have to draw
on the Road Fund only upto Rs. 2 crores for main-
tenance of roads per year, then the provision for the
Road Fund is also to be restricted to the same figure.
There will thus be no net accretion to the fund on the
capital account which could be set off against the

non-Plan gap.
Suspense and Remittances

22. We have looked into past trends under Sus-
pense and Remittance heads, and feel that the net
receipts or disbursements ander these items should be
1eft completely out of consideration in working out
the non-Plan capital gap figures, because the receipts
and disbursements under these heads are expected to

balance over a period of time.
Depreciation Reserves of autonomous enterprises

23. Depreciation reserves and retained profits of
Gtate Electricity Boards, State Road Transport Cor-
porations and other ~autonomous corporations form
part of the resources of the Plan. But in the Fourth
Plan period, the contribution of public enterprises at
pre-Plan tariffs was taken as part of the States’ non-
Plan budgets and in the case of States having overall
non-Plan gaps, it was not available for financing the
State Plans. Most of the State Governments have



urged that depreciation reserves of autonomous cor-
porations are intended for either replacement of their
existing assets or for acquisition of new assets and
expansion. It would be unfair to set them off against
the non-Plan capital liability or, in other words, for
the discharge of loan repayments to the Government
of India. We consider that this plea of the State
Governments is  reasonable and have, therefore, ex-
cluded the nct accretions to depreciation reserves of
autonomous corporations in the appraisal of the non-
Plan capital gaps of the States.

Cash ba’!ances

-24. We have carefully considered whether the open-
ing -and closing cash balances of State Governments
and the securities held by them should be set off
against their non-Plan capital gans. The cash balane-
¢s of State Governments are not expected to be large
because these balances, in excess of eortain limits, will
always be kept invested in treasury bills and /or secu-
rities.  We feel that to set off the value of such secu-
rities against the non-Plan capital liability of the
States would be to penalise them for past prudence.,
We have, therefore, ignored the value of securities held
by the State Governments' in detcrmining the non-
Plan capital gap.

; 25, .-To conclude, in working out the non-Plan capi-
tal gap of the States, we have taken the fellowing re-
ceipts and disbursements on capital account:
(a) Capital Receipts
(i) Recoveries of loans and advances.
(i) Stat: provident funds.
(iif) Civil deposits.
(iv) Inter-Statc debi settiement,
(b) Capital Disbursements
(i) Repayment of loans to Centre
small savings loans).

(i) Loans to Government servants for
chase of vchicles.

(iii) Compensation bonds (to the extent they
relate to abolition of intermediaries).

{excluding

pur-

26. The difference between the capital receipts and
capital disbursements, as set out above, constitutes the
non-Plan capital gap.

I

NON-PLAN CAPITAL GAP: ASSUSSMENT
Recoveries of loans & advances

27. The forecasts of receipts and disbursements
furnished by the State Governments had to be reassess-
ed by us on a uniform and comparable basis, In view
of the falling standards of performance of State Gov-
ernments in effecting recoveries of loans disbursed by
them to third parties, we considered it desirable to
obtain -information .on loans likely to be outstancling
at. the end of 1973-74 categorywise and to determine
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the amounts that could be recovered by the State
Governments given the necessary will and determina-
tion. In so estimating recoveries of loans, we had to
leave out the loans advanced by the State Governments
to State Electricity Boards, because the latter in view
of their poor werking results, can hardly be expected
to t¢pay any loans to the State Governments during
the Fifth Plan period. The Electricity Supply Act
also accords low priority to the repayment of loans
by the State Electricity Boards. We have, therefore,
not taken credit for any recoveries in respect of loans
by the State Governments to the Electricity Boards.
In respect of other loans we have assumed that the
State Governments should be able to recover 90 per
cent of the amounts falling due for repayment in the
period from 1974-75 to 1978-79.

28. While the State Governments have furnished us
figures of loans likely to be outstanding as at the end of
1973-74, they could not generally supply similar in-
formation on the amounts actually falling due for re-
covery during each of the five years of the Fifth Plan
period. This is presumably because the detailed ac-
counts of many categories of these loans are kept at
district and lower levels. We have, therefore, been
constrained to make some broad estimates Statewise of
the amounts falling due for recovery during the Fifth
Plan period. Loans have been advanced by the State
Governments for a variety of purposes. The terms
of repayment are also diverse. While some loans are
repayable within comparatively short periods of five
to seven years, the period of repayment of other loans
such as those for water supply schemes and the like
may be for longer periods. But as against this, it
should be remembered that a significant percentage of
the outstanding loans at the end of 1973-74 would
have been advanced a number of years back and the
period of repayment yet left would be relatively short.
Keeping this in view, we have assumed that the resi-
duary period of repayment of loans would on the
average be 10 years as at the end of 1973-74, and
that on this basis 50 per cent of the outstanding
amounts would fall due for repayment during the five
years of the forecast period. This would mean that
allowing for default up to 10 per cent the recovery of
loans could be estimated at 45 per cent of the amounts
outstanding at the end of 1973-74.

29. Our discussions with the representatives of some
of the State Governments revealed that this assump-
tion about the balance of the period of repayment of
outstanding loans would not be far wide off the mark.
In making this assumption, we derive support also
from the observed relationship between Central loans
outstanding against the State Governments and the
actual schedule of repayment as indicated by the State
Governments for the Fifth Plan prriod. The repay-
ments of loans due from the State Governments to the
Government of India during the Fifth Plan period work
out to approximately 50 per cent of the Central loans
outstanding in 1973-74. In other words, the outstand-
ing loans have on the average a further period of 10
years to run. We should normally expect the pattern
of repayment of loans advanced by the States to third
parties to conform to the terms of their own borrow-
ings from the Government of India.



30. We have reassessed the recoveries of loans and
advances to be made by State Governments on the
lines indicated above. Where the State Government’s
own estimatcs were higher than warranted by our
norms, we have adopted their higher  estimates
without any change. Statewise figures of recoveries of
loans and advances as rcassessed by us in this manner
are indicated below:

Recoveries of loans and advances : 1974-79

(Rs. lakhs)

As As
assumed  Feassess-
by the ed
State

States Govern-
ments in
their
forecasts
I 2 3
1. Andhra Pradcsh 40,00 50,50
2. Assam . 4,18 12,35
3. Bihar 50,00 0,00
4. Gujarat 39,75 54,11
5. Haryana 14,39 14,39
6. Himachal Pradesh 4,33 4,33
7. Jammu & Kashmir 12,31 12,31
8. Kerala . 14,13 26,67
9, Madhya Pradesh . 26,92 41,22
10. Maharashtra 1,71,03 1,71,03
11. Manipur 2,43 2,43
12, Meghalaya 30 31
13. Mysore 36,25 74,66
14, Nagaland 2,12 2,12
15. Orissa . 21,89 21,59
16. Punjab 61,50 ¢1,50
17. Rajasthan 27,00 33,22
18. Tamil Nadu 59,21 59,21
19. Tripura 3,43 3,43
20, Uttar Pradesh 90,77 90,77
21. West Bengal 22,50 94,20
TOTAL 7,04,46  8,80,67

It appewrs to us that in many of the States there is
no effective monitoring of the loans advanced to third
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partics and arrcars are allowed to accumulate to seri-
ous proportions. A more cnergetic  and purposeful
drive for recovery ol the loans duc to State Govern-
meats should be accorded high priority in any prog-
rarama for mobilisation of resources for the Plan. While
there is room for imorovement in the present pace of
recoverv of loans in almost all ithe States. Andhra Pra-
dost, Avsam, Kerata, Madhya Pradesh, Mysore, Rajas-
thar and West Bengal would, in particular, have to put
forth special cfforts it the assumptions made by us in
regard to recovery of loans in their cases are to materi-
alise. To the extent their efforts fall short of our mini-
mum expectations. thev run the risk of the resource
hace of their Plans being eroded.

Séate Provident Funds

31, We have reassessed the forecasts of receipts in-
dicated under this head by the State Governments on
the basis of a grewth rate of 5 per cent per annum on
the actual net receipts in 1971-72. In Madhya Pra-
desh, 50 per cent of the additional dearness allowance
cllowed by the Swte Government. in the past, is at pre-
sent credited to the provideng funds of the employees.
The State Government have argued that it would not
be realistic to assume continuance of the existing
arrangements indefinitely and that, thercfore, no cre-
dit should be assumed during the Fifth Plan period
for this extraordinary clement in the accrual of subs-
criptions to the provident fund even though the State
Government's initial forecast to the Commission had
assumed such credits. The point made by the State
Government is valid and we have accordingly made
suitable downward adjustments in the figures furnished
by the Statc Government under State Provident Fund.
Statewise estimates of accruals to provident fund as
rcasscssed by us will be found in Annexure IT.

Civil Deposits

32. The net accretion under Civil deposits fluctuates
considerably from year to year. Accordingly, we have
considered it expedient to project the receipts for the
forccast period on the basis of average net credits dur-
ing the four years ending with 1971-72,

Infer-State debt settlement

33, We have taken the cstimates of inter-State del_:t
settlement as indicated by the State Governments In
their forecasts.

Repayment of loans to Centre

34. Repayment of loans to Central Government,
which constitute by far the most important element
under capital disbursements, were verified for us by
the State Accountants General with reference to the
terms of repayment of outstanding loans. In respect
of loans to be rececived by the State Governments in



1973-74, we have been guided by the State Govern-
ments’ own estimates except to the extent that clearer
indications to the contrary were available from the
information obtained from the Ministry of Finance.
The category-wise details of loans outstanding in each
State are indicated in Appendix XIV. As explained
earlier, repayment of small savings loans to the Central
Government have been excluded since these repay-
ments in terms of our recommendations could be
effected out of fresh loans to be received by the
State Governments towards their share of small
savings collections.

Loans to Government Servants

35. As regards loans to Government servants for
purchase of vehicles, we have taken the actuals of
1971-72 as the base and allowed for an increase of
3 per cent per annum.

Compensation bonds

36. Provision for compensation bonds has been
made in the forecasts of only a few of the State
Governments., The estimates as indicated by ihe
State Governments and as finally adopted by us in
the light of our discussions with the Stale Govern-
ments are indicated in Annexure II.

37. On the basis of the several assumptions spelt
out in some detail in the preceding paragraphs, the

non-Plan capital gaps of State Governments are ex-
pected to be of the order indicated below :—

Non-Pian Capital Gaps during the Fifth Plan period

(Rs. lakhs)

States Non-

Plan

Capital
Gap as

reassessed
1. Andhra Pradesh . . . . . 2,24,31
2. Assam . . . . . . . 1,75,22
3 Bihar . . . . . . . 1,48,63
4. Gujarat . . . . . . . 22,35
5. Haryana . . . . . . . 53,81
6. Himachal Pradesh . . . . . 40,20
7. Jammu & Kashmir . . . . . 1,42,30
8. Kerala . . . . . . . . 1,25,61
9. Madhya Pradesh . . . . . . 74,52
10. Maharashtra . . . . . (4587
11. Manipur . . . . . . . 15,31
12. Meghalaya . . . . . . . 7,71
13. Mysore . . . . . . . 1,31,99
14. Nagaland . . . . . . . 5,74
15. Orissa . . . . . . . 1,72,00
16. Punjab (—)18,51
17. Rajasthan . . . . . . 2,88,46
18. Tamil Nadu . . . . . . 90,93
19. Tripura . . . . . . . 14,25
20. Uttar Pradesh . . . . . 1,72,38
21. West Bengal 1,53,28
ToraL 19,94,62

These gaps are exclusive of the liabilities anticipa-
ted on account of repayment of fresh loans from the
Centre for the period 1974-75 to 1978-79.
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ANNEXURE [

CAPITAL EXPENDITURE OUTSIDE THE
REVENUE ACCOUNT

Pa ment of compensation to langlholders, etc.
on the abolition of the Zamindari System.

Ca ital outlay on improvements to public
health,

Capital outlay on schemes of agricultural
improvement and research.

Capital outlay on industrial and economic

development.

Capital outlay on multipurpose river schemes.

Capital outlay on irrigation, navigation,
embankment and drainage works (Commercial}.

navigation,

outlay on irrigation,
works (Non-

Capital
and drainage

embankment
Commercial).
Capital outlay on electricity schemes.
Capital outlay on public works.
Capital outlay on other works.

Capital outlay on road and water iransport
schemes.

Capital outlay on forests.
Payments of commuted value of pensions.

Capital outlay on schemes of Government
trading.

. Appropriation to the contingency Fund.

0 Public Debt.
I. Permanent Debt.
1. Floating Debt.

IlI. Loans from the Centfal Government.

A. Ways and means advances.

B. Short-term loans for purchase and
distribution of fertilisers.

C. Short-term loans for pesticides and
seeds.

D. Loans against share of small savings.
E. Other Loans.
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IV. Other loans.
Q. Loans and advances by
Government.
Advances to cultivators

Short-term Loans 1{c co-operative
Central Land Mortgage Bank and the
Industrial Investment Corporation.
Loans under the State Aid to Industries
Act.

Other Loans (Local Bodics, Govern-
ment servants etc.).
R. Inter-State Settlements.

(2) State loans bearing interest.
(b) Other transactions.

the Staie

Toral I—Consolidated Fund.

1I. Contingency Fund.

LII. Public Account
S. Unfunded Debt.
State Provident Funds
Savings Bank Deposits.
Others.
T. Deposits and Advances.®

I. Deposits Bearing Interest—

Deposits  of depreciation  reserves  of
Government commercial concerns and other
deposits.

Electricity Board deposits.
Housing Board deposits.
Small Industries Corporation.
Agro-Industries Corporation.

Deposits of Khadi and Village Industries
Board.

Deposits of Local Funds.

1. Deposits not bearing interest—
(@) Sinking Funds—
Appropriation for reduction or avoid-
ance of debt—
Sinking Funds.
Sinking Fund investmeni account.

*This is only illustrative. The Major Heads of

Account in this Section differ from State to State.
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Reserve Funds
Famine Relief Fund—

A. Famine Relief Fund.

B. Investment Account Zamindari
Abolition Fund
Depreciation Reserve Fund-—
Government Non-commercial un-
dertakings

Depreciation Reserve Fund—

Road Transport.

Investment Account.

Insurance Fund of commercial con-
cerns.

Hindu Religious and Charitable
Endowment Fund

Investment Account.

Sugarcane Cess Fund.

State Agricultural Credit Relief and
Guarantee Fund.

Fund for the improvement of milk

Supply.

C. Other Deposit Accounts—
Deposits of Local Funds—

District Funds.
Library Funds,
Municipal and other funds.
Other Miscellaneous Funds.

State Khadi and Village Industries
Board Deposits.

Departmental and Judicial De-
postts—

Civil Deposits.

Other Accounts—

Subventions from Central Road
Fund.

Deposit Account of the grant
made by the Indian Central
- Cotton Committee.
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IIL

Iv.

Deposit  Account  of the grant
made by the Indian Council of
Agricultural Research.

Deposit Account of grants made
by the Indian Central Oil Seeds
Committee.

Deposit Account of Grants

made by the Indian Central Coco-
nut Committee,

Deposit Account of Grants
made by the Indian Central
Arecanut Committee.

Deposit Account of Revolving
Fund under World Food Prog-
ramme 348.

Deposit Account of Grant
made by the Council of Scientific
and Industrial Research.

Deposit Account of the Grant
From the Ford Foundation for

Package Programme.

Deposit Account of Grant.
made by the National Co-opera-
tive Development Corporation and
Ware-Housing Board.

Other Deposit Accounts

Advances not bearing interest—

Departmental Advances.

Permanent Advances

Accounts with the Government of
Pakistan.

Accounts with the Reserve Bank.

Suspense—

Cash Balance Investment Account
Cheques and Bills.-

Departmental and Similar Accounts
Other Suspens’e Accounts.

. . Miscellaneous— .

Miscellaneous Government Account.
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Non-Plan Capital Gap : 197479

ANNEXURE II

7*}.;3_xc_:i;ding share in Small Savings.
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(Rs. Lakhs}
Capital Receipts Capital Disbursements
States Non-plan
Recoveries State Civil Inter- Fotal Repay- Loans to Compen- Total Capital
of loans Provi- depo- State (2 to 5) ment Govern-  sation (7109  Gap
and dent Bits Debt of loans  ment bonds {10—6)
advances. Funds settlement to Centre* servants
(net) for con-
veyance
1 2 3 4 5 6 7 8 9 10 I3
. Andhra Pradesh . 5,050 2,250 380 — 7,680 29,866 200 45 30,111 22,431
. Assam 1,235 662 430 68 2,395 19,872 45 — 19,917 17,522
. Bihar . 5,000 2,950 1,280 — 9,230 23,463 295 i35 24,093 14,863
. Gujarat 5411 3,000 1,000 —_ 9411 11,432 114 100 11,646 2,235
. Haryana 1,439 1,165 470 — 3,074 8,310 145 — 8,455 5,381
. Himachal Pradesh . 433 1,350 594 —_ 2,378 6,334 57 7 6,398 4,020
. Jammu & Kashmir 1,231 1,204 200 — 2,635 16,765 100 — 16,865 14,230
. Kerala 2,667 3,959 130 _ 6,756 19,132 185 — 19,317 12,561
. Madhya Pradesh . 4,122 5,010 800 —_ 9,932 17,284 100 — 17,384 7,452
. Maharashtra 17,103 8,738 1,460 — 27,301 22,539 175 — 22,714 —4,587
. Manipur 245 55 25 — 325 1,846 10 — 1,856 1,531
. Meghalaya 31 95 70 (—)68 128 891 8 — 899 771
. Mysore 7,466 1,600 757 _— 9,823 22,822 200 — 23,022 13,199
. Nagaland 212 136 50 — 398 967 5 — 972 574
. Orissa 2,189 1,669 203 — 4061 21,031 230 — 21261 17,200
. Punjab 6,150 2,541 1,200 —_ 9,891 7,890 150 — 8,040  -1.851
. Rajasthan 3,322 2775 100 —_ 6,197 34,605 38 400 35,043 28,846
. Tamil Nadu 5921 3,050 1,070 — 10,041 18,716 310 108 19,134 9,093
. Tripura 343 270 3 — 616 2,006 35 — 2,041 1425
. Uttar Pradesh 9,077 6,910 812 - 16,799 31,912 225 1,900 34,037 17,238
. West Bengal 9,420 2,806 1,585 — 13,811 25,994 145 3,000 29,139 15,328
7To;;.‘ L £8,067 50,195 12,620 -— 1,52,882 343,677 2,772 5895  3,52,344 1,99,462



CHAPTER XVII

REVISION OF TERMS OF REPAYMENT OF
OUTSTANDING CENTRAL LOANS TO THE
STATES

Paragraph 5 of the Presidential Order setting up
the Commission defines the task of the Commission
in regard to the assessment of the non-Plan capital
gap and the review of the debt position of the States
in the following words :—

“The Commission may make an assessment of
the non-Plan capital gap of the States on
a uniform and comparable basis for the
five years ending with 1978-79. In the light
of such an assessment, the Commission
may undertake a general review of the
States’ debt position with particular refer-
ence to the Central loans advanced to them
and likely to be outstanding as at the end
of 1973-74 and suggest changes in the
existing terms of repayment having regard
inter-alia to the overall non-Plan gap of the
States, their relative position and the pur-
poses for which the loans have been utilised
and the requirements of the Centre.”

2. The total debt burden of the States including
public debt and unfunded debt rose from Rs. 449
crores in 1952 to Rs. 9,568 crores in 1972 and is
expected to be Rs. 11,670 crores by the end of
March, 1974. The bulk of the outstanding debt of the
State Governments is accounted for by the loans ob-
tained by the States from the Central Government.
In 1952, loans taken from the Central Government
constituted just over 53 per cent of the total debt of
the State Governments; but by the end of 1972 these
had risen to over 70 per cent. In absolute terms, the
outstanding loans from the Central Government
would have gone up from Rs. 196 crores at the end
of March, 1951 to Rs. 8,536 crores by the end_of
1973-74. These figures testify to the phenomenal in-
crease in the States’ debt to the Centre. Though the
burden of servicing of loans owed by the States
to the public and autonomous financial institutions
cannot be altogether ignored, we are primarily con-
cerned with the analysis and treatment of the prob-
lem of repayment of Central loans.

3. While the mounting debt liabilities of the States
have attracted considerable attention in various forms
in recent years, we would like to observe that there
is nothing intrinsically alarming about this growth
of public debt. The continuous increase in the in-
debtedness of the States to the Centre only reflects
the assistance provided by the Centre to the States
year after year for financing not only their Plan out-
Jays but also for meeting the non-Plan needs such as
those arising from relief expenditure on natural cala-
mities- In other words, the magnitude of the debt
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burden of any State as at the end of the Fourth Plan
Is also a measure of the assistance that the State con-
cerned has secured from the Centre.

4. On this question of creditor-debtor relationship
between Centre and States, the memoranda of State
Governments propound a common theme. They urge
that a broad distinction should be drawn between
productive and unproductive debt and that on the
basis of such a classification a significant percentage
of the debt should be written off. One State has sug-
gested 50 per cent write-off. Support for such views
can also be found in some passages of the report of
the Study Team on Centre-State relations of the Ad-
ministrative Reforms Commission. Taking a com-
posite view of Central and State finances, it is  true
that the clearance of the debt liabilities of the States
to the Centre in whole or in part would hardly make
any difference to the resources position. But this and
similar arguments in favour of write-off overlook one
important point. Recoveries of old loans enable the
Centre to re-lend the amounts so realised to States
on the basis of criteria that can be revised from time
to time to promote certain national priorities and to
bring about a progressive reduction of regional dis-
parities, '

5. To write-off old Ioans on the ground that they
have been utilised for unproductive purposes or for
any other reason would be to reduce the pool of
resources available with the Centre. Since a signifi-
cant part of the loans outstanding had been obtained
by relatively advanced States at a time when the
emphasis on accelerated growth of backward areas
was less pronounced, the scaling down of debt, how-
ever, carefully designed, would help the advanced
States to a greater extent than these States which, on
account of inadequate capacity for implementation of
developmental programmes or lack of suitable schemes,
had not been able to draw on their due share of
Central loan assistance in the past. It can no doubt
be argued that even if write-ofl of a portion of the
existing debt benefits the advanced States relatively
more, it can be offset by re-adjustment of the rela-
tive shares in the Central assistance for Plans to the
required extent. Thus, while write-off of debt will
leave the Centre with less resources for financing a
new Plan, this reduced amount can be distributed with
a more pronounced slant in favour of the backward
States. In the extreme case, where write-off of a por-
tion of debt is found to confer on an advanced State
resources adegquate for fulfilling a reasonable Plan,
fresh Central assistance for the Plan may be denied
to it altogether. We do not deny that action on these
lines is, in principle, possible. Nevertheless, having



CHAPTER XVI

REVISION OF TERMS OF REPAYMENT OF
OUTSTANDING CENTRAL LOANS TO THE
STATES

Paragraph 5 of the Presidential Order sefting up
the Commission dcfines the task of the Commission
in regard to the assessment of the non-Plan capital
gap and the review of the debt position of the States
in the following words :(—

“The Comimission may make an assessment of
the non-Plan capital gap of the States on
a uniform and comparable basis for the
five years ending with 1978-79. In the light
of such an assessment, the Commission
may undertake a general review of the
States’ debt position with particular refer-
cnce to the Central loans advanced to them
and likely to be outstanding as at the end
of 1973-74 and suggest changes in the
cxisting terms of repayment having regard
inter-alia to the overall non-Plan gap of the
States, their relative position and the pur-
poses for which the loans have been utilised
and the requirements of the Centre.”

2. The total debt burden of the States including
public debt and unfunded debt rose from Rs. 449
crores in 1952 to Rs. 9,568 crores in 1972 and s
expected to be Rs. 11,670 crores by the end of
March, 1974. The bulk of the outstanding debt of the
State Governments is accounted for by the loans ob-
tained by the States from the Central Government.
In 1952, loans taken from the Central Government
constituted just over 53 per cent of the total debt of
the State Governments; but by the end of 1972 these
had risen to over 70 per cent. In absolute terms, the
outstanding loans from the Central Government
would have gone up from Rs. 196 crores at the end
of March, 1951 to Rs. 8,536 crores by the end_of
1973-74. These figures testify to the phenomenal in-
crease in the States’ debt to the Centre. Though the
burden of servicing of loans owed by the States
to the public and autonomous financial institutions
cannot be altogether ignored, we are primarily con-
cerned with the analysis and treatment of the prob-
lem of repayment of Central loans.

3. While the mounting debt liabilities of the States
have attracted considerablc attention in various forms
in recent vears, we would like to observe 'ghat there
is nothing intrinsically alarming about this growth
of public debt. The continuous increase In the in-
debtedness of the States to the Centre only rcflects
the assistance provided by the Centre to the States
vear after year for financing not only their Plan out-
Jays but also for meeting the non-Plan needs such as
those arising from relief expenditure on natural cala-
mities. In other words, the magnitude of the debt
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burden of any State as at the end of the Fourth Plan
is also a measure of the assistance that the State con-
cerned has secured from the Centre.

4. On this question of creditor-debtor relationship
between Centre and States, the memoranda of State
Governments propound a common theme. They urge
that a broad distinction should be drawn between
productive and unproductive debt and that on the
basis of such a classification a significant percentage
of the debt should be written off. One State has sug-
gested 50 per cent write-off. Support for such views
can also be found in some passages of the report of
the Study Team on Centre-State relations of the Ad-
ministrative Reforms Commission. Taking a  com-
posite view of Central and State finances, it is true
that the clearance of the debt liabilities of the States
to the Centre in whole or in part would hardiy make
any difference to the resources position. But this and
similar arguments in favour of write-off overlook one
important point. Recoveries of old loans enable the
Centre to re-lend the amounts so realised to States
on the basis of criteria that can be revised from timec
10 time to promote certain national priorities and 10
bring about a progressive reduction of regional dis-
parities.

5. To write-off old loans on the ground that they
have been utilised for unproductive purposes or for
any other reason would be to reduce the pool of
resources available with the Centre. Since a signifi-
cant part of the loans outstanding had been obtained
by relatively advanced States at a time when the
emphasis on accelerated growth of backward arcas
was less pronounced, the scaling down of debt, how-
ever, carefully designed, would help the advanced
States to a preater extent than these States which, on
account of mmadequate capacity for implementation of
developmental programmes or lack of suitable schemes,
had not been able to draw on their due share of
Central loan assistance in the past. It can no doubt
be argued that even if write-ofl of a portion of the
existing debt benefits the advanced States relatively
more, it can be offset by re-adjustment of the rela-
tive shares in the Central assistance for Plans to the
required extent. Thus, while write-off of debt will
leave the Centre with less resources for financing a
new Plan, this reduced amount can be distributed with
a more pronounced slant in favour of the backward
States. In the extreme case, where write-off of a por-
tion of debt is found to confer on an advanced Statc
resources adequate for tulfilling a reasonable Plan,
fresh Central assistance for the Plan may be dented
to it altogether. We do not deny that action on these
lines is, in principle, possible. Nevertheless, having



Non-Plan Capital Gap: 1974—79

ANNEXURE It

(Rs. Lakhs)
Capital Receipts Capital Disbursements
States Non-plan
Recoveries State Civil Inter- Total Repay-  Loans to Compen- Total Capital
P S -~ R vl vior SR S P
advances. Funds settlement to Centre¥ setvants
(net) for con-
veyance
1 2 3 4 5 6 7 g 9 10 11
1. Andhra Pradesh . 5,050 2,250 330 — 7,680 29,866 200 45 30,111 22,431
2. Assam . . 1,235 662 430 68 2,395 19,872 45 — 19,917 17,522
3. Bihar . . . 5,000 2,950 1,280 e 9,230 23,463 295 335 24,093 14,863
4, Gujarat . . 5.411 3,000 1,000 - 9,411 11,432 114 100 11,646 2,235
5. Haryana . . 1,439 1,165 470 —_ 3,074 8.310 145 — 8,455 5,381
6. Himachal Pradesh . 433 1,350 594 - 2,378 6,334 57 7 6,398 4,020
7. Jammu & Kashmir 1,231 1,204 200 — 2,635 16,765 100 - 16,865 14,230
8. Kerala . . 2,667 3,959 130 - 6,756 19,132 185 — 19,317 12,561
9. Madhya Pradesh . 4,122 5,010 800 — 9932 17,284 100 — 17,384 7.452
10. Maharashtra . 17,103 8,738 1,460 — 27,301 22,539 175 — 22,714  —4,587
11. Manipur . . 245 55 25 — 325 1,846 10 — 1,836 1,531
12, Meghalaya . k)| 95 70 (—)68 128 34 8 — 899 771
13. Mysore . . 7.466 1,600 757 — 9,823 22,822 200 — 23,022 13,199
14. Nagaland . . 212 136 50 - 398 967 5 —_ 972 574
15. Orissa . . 2,189 1,669 203 — 4,061 21,031 230 — 21,261 17,200
16. Punjab . . 6,150 2,541 1,200 — 9,891 7.890 150 - 8,040 -1,851
17. Rajasthan . . 3322 2,775 0w @ - 6197 34,605 38 400 35,043 28,846
18. Tamil Nadu . 5921 - 3,050 1,070 — 10,041 18,716 30 108 19,134 9,093
19, Tripura . . k] 270 3 — 616 2,006 is —_ 2,041 1,425
20. Uttar Pradesh . 9.077 6,910 812 — 16,799 31912 225 1,900 34,037 17,238
21, West Bengal . 9,420 2,806 1,585 —_ 13,811 25,994 145 3,000 29,139 15,328
ToTaL . . 88,067 50,195 12,620 — 1,52,882 343,677 2,772 5895 352,344 1,99,462

*Excluding share in Small Savings.
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reeard (o the fact that the principles of Central assis-
tanice for Stale Plans in a federal democracy such  as
ours can be formulated only on the basis of a national
coasensts, the room for re-adjustment of principles
of Central assistance will be  comparatively small.
While weightage for social and economic backward-
ness may increasingly receive greater recognition in
the principles of distribution of Central  assistance,
one cannot expect it to be of such an order as to
affxet fully the effects of the scrious  shrinkage  in
Central resources bound to be caused by the liguida-
tinn of any significant part of  outstanding Central
Ioans, 1t may be relevant in this connection to men-
tion that apprchensions of this nature have been ex-
pressed {0 us. The Goverament of Assam, in  their
Mcemorandum, has pointed out that they recognised
that :

“writing-off of all outstanding debts will not be
correct solution of the problem as this will
mecan a corresponding reduction in the re-
sources available to the Centre for financing
the national Plan and all the States and the
financially weaker States in particular will
be victims of this policy...... "

State
debt

Fhe suggestions pug forward by most of the
Governments for a large scale  write-off of
cannot therefore be upheld.

6. The cenversion of the whole or part of the
outstanding debt into grant on the basis of a distinc-
tion between productive and unproductive debt does
not appear to bhe a praciicable proposition  for an-
other tmportant reason. In the course of their discus-
sions with us, the Statc Governments were generally
inclined o concede that loans for such purposes as
irrigation and power projects, industrial —enterprises
and road transport could be considered productive.
But on a closer look at the working results of the so
eatled "productive’ schumes, the proposed classifica-
tion between productive and unproductive debt would
seom to have almost a touch of irony about it. There
arc lransport schemes which do not cover even work-
ing expenses let alone depreciation and interest. There
are clectricity projects that arc unable to provide
even for depreciation. There are irrigation projects,
reccipts from which are inadequate to meet even the
costs of maintenance. There are also many industrial
enterprises which incur losses. There is practically no
State in which the returns from productive schemes
arc large cnough to provide for both payment of in-
terest and amoertisation. We would, therefore, be pur-
cuirg with of the wisp if we seck to formulate any
ne of debt relict on the basis of a distinction bet-
ween productive and unproductive debt.

7. We also found that it would be a futile exercisc
to regolate debt relief with reference to the relative
position of asscts and liabilities of the State Govern-
ment. The one formidable snag in this approach is
that seme of the assets and liabilitics shown in Finance
Accounts of the States cannot be taken at their
face value. Thus, for example, loans to cultivators,
sick mills, refugees, repatriates, figure as assets in the
books of the States; but no rcliable estimate can be
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made of the cxtent to which these Ioans would be
cventually recoverable. As against this the  present
valuc of some asscts, as for cxample, Government
buildings and forests will be much higher than is
apparcnt from the Finance Accounts of the States.
It may also be worthwhilc to mention here that no
comprehensive inventory has been made of  assets
such as lands and buildings held by the State Gov-
ernments. To this extent the Finance Accounts do
not revea! & complete picture of the “wealth” of the
Stale Governments. We are, thercfore, led to the view
that a practical scheme of debt rclicf cannot be framed
with reference to the relationship between the asscts
and liabilities of the Statc Governments.

8. A scheme, commanding the widest measure of
agreement and mceting some of the pressing needs of
the States, can be framed only on the basis of scrutiny
of the numerous categories of Toans, the purposes for
which they have bcen utilised, the relative position
of the States and the schedule of repayment actually
arising in our forecast period. Such an approach is
also enjoined on us by the terms of reference-

9. Any scheme of debt relief in the present context
of Centre-State financial rclations should  subserve
both short-term and long-term objectives. The long-
term objective should be to determine afresh the
period of repayment of different categories of loans
with due regard to the nature of the scheme and the
relative debt burden of the States. But the more im-
mediate and pressing short-term objective that cannot
be over-looked is to enable States to have a reasonable
Eifth Plan. This can be facilitated only by reducing
their non-Plan capital gaps to manageable limits. We
are fully conscious of the fact that our proposals for
debt relicf are concerned primarily with —mitigating
the burden of repayment in the Fifth Plan period and
that they do not make an enduring contribution to the
long-term issues of a more satisfactory creditor-debtor
relationship between Centre and States. In justification
of this approach, we would urge that most of the
States, particularly the financially weaker and back-
ward States, should be vitally interested in  sccuting
as much relicf as possible in the next five years so
that  they could take on a Fifth Plan of reasonable
dimensions. This would strengthcn their  economies
and cnable them to service their large Central debt
in future.

10. The consolidation of the numerous outstand-
ing Central loans and simplification of their terms of
repayment have also engaged our attention. The loans
given by the Centre to the States and expected to be
outstanding in 1973-74 number over 12,000. The
terms of these loans such as ratc of interest, period
of repayment, period of grace and the like also reveal
a hewildering variety. The introduction of an element
of order and cohercnce in  the present chaotic situa-
tion would descrve to be given the highest priority
irrespective of whether or not the States need debt
relicf. It was quitc a task to obtain within the time
available to us details of all current loans, examine
each one of them and then classify them under cer-
{ain broad and meaningful categorics. This work
could be completed in time only because of the un-
stinted co-operation we reccived from the  Finance



Departments of the State Governments, Stafe
Accountants General and the Union Ministries. Per-
haps, the scheme of consolidation of Central loan we
have outlined may admit of even further simplification.
But what we have proposed is an essential first ins-
talment of reform that will make an immediate and
perceptible contribution to the simplification of the
enormous accounting work entailed by the recovery
of interest and instalments of principal on thousands
of loans.

11. As a first step in the formulation of a scheme
of debt relief, we requested the State Governments
to furnish item-wise details of all leans expected to
be outstanding at the end of 1973-74 and
in respect of which one or morc instalments were
due for repayment in the Fifth Plan period. This
information was obtained in three parts :—

{a) Loans obtained upto 1971-72 and likely to
be outstanding at the end of [973-74
together with the corresponding schedule of
repayment over the Fifth Plan.

(b) Loans obtained during 1972-73 and likely
to be outstanding at the end of 1973-74
together with  corresponding  schedule of
repayment over the Fifth Plan, and

(c) Loans likely to be received in 1973-74 in
respect of which repayment would arise in
the Fifth Plan period.

Data on loans drawn by the States from the Centre
upto the end of 1971-72 and the schedule of repay-
ment of such loans over the Fifth Plan period were
verified for us by the State Accountants General.
Similar information furnished by the State Govern-
ments on loans obtained by them in 1972-73 has also
been verified through the State Accountants General.
But it should be recognised that data on loans of
1972-73 may well undergo some marginal changes
when the accounts for the year are finalised. As
regards loans likely to be obtained by the States in
1973-74, we have relied mainly on the data supplied
by the State Governments based on their anticipation
of receipts of loans for the year. But we have also
had these figures cross-checked with reference to the
information furnished by the Ministry of Finance on
block loans, special accommodation and loans for
natural calamities cbtained upto the end of August,
1973 and have made corrections to the extent neces-
sary in the data furnished by the State Governments.
Statewise estimates of loans for 1973-74, as furnished
by the State Governments together with modifications
made by us, are indicated in Table 3 in Appendix
XIV. To the extenmt that the actuals of 1973-74 turn
out to be different, our estimates of the reliet likely
to be secured by the States under the scheme out-
lined in this Chapter will also undergo some changes.

12. While information has been obtained on all
loans outstanding, it would have heen virtually im-
possible to spell out revised terms for each of these
loans individually with reference to whatever conside-
rations may be considered relevant. Tt is needless also
to emphasis that in such an item-wise approach, there
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i3 a very real risk of losing sight of the lurger consider-
vtions. We have, therefore, clussificd the loans  out-
standing into certain broad but well-defined categories
and have proposcd for cach category a suitable revised
pattern of repayment so as to afford in the process
some relicf to the States.

13. It will be useful at this stage to invite attention
to some of the implications of our terms of reference
in so far as they pertain to the revision of the terms
of repayment of Central loans. Our terms of re-
ference stipulate that in suggesting  revision of the
terms of repayment of outstanding loans we should
have regard for the purposes for which the loans
have been utiliscd. This seems to imply that all the
States would: be entitled to  a measure of relicf with
reference to the nature of the scheme for which the
loans have becn obtained. Even apart from this, we
are convinced that it would be grossly unfair and
would amount to penalising prudent financial manage-
ment, if relief to certain States were denied only on
the ground that they are relatively better off or have
non-Plan surpluses. While under our scheme of re-
scheduling, States which are surplus get significantly
smaller rclicf than the others, none-the-less they do
emerge with their surpluses on non-Plan capital ac-
count somewhat cnlarged. This cannot be helped.
At the same time, our terms of reference requirc that
we should have regard among other things to the re-
lative position of the States and their position on
non-Plan account. It is, therefore, clear that reltef
cannot be on a uniform basis and that a degree of
discrimination is inevitable. Wc delincate in some
detail later in this Chapter the precise manner in
which such discriminating relief is to be assured to
the States in need of it.  All that we would like to
point out at this stage is that the final scheme of
debt relief emerging from our proposals is an amal-
gam of uniform relief in respect of certain categories
of loans and discriminatory relicf based on certain
valid principles in regard to others,

14. For purposes of analysis and determination of
the treatment to be accorded to the thousands of
loans outstanding, we have found it convenient to
draw a distinction between non-Plan and Plan loans.
We should hasten to add that this distinction is made
only for purposes of facilitating analysis and should
not be considered as hard and fast onc. In fact some
of the non-Plan lcans such as small savings loans
and Central loans in licu of open market loans have
been uscd for financing the Plan. 1t is also possible
to argue that in essence even special  accominodation
loans and loans for clearance of overdrafts have been
used for Plan programmes because in their absence
the States would have been compelled to curtail their
Plan outlays appreciably. All the same the distinction
between Plan and non-Plan loans still serves a useful
purpose. While Plan loans have generally hccn_sub—
jeet to agreed ceilings determincd on  the basis of
certain principles uniformly applicable to all States.
non-Plan loans have been generally advanced as and
when the needs arosc as in the casc of drought rclief
or on the basis of performance of the States con-
cermned as in the case of small savings loans.

e



NON-PLAN LOANS

[5. Confining our attention for the present to non-
Plan leans we have found it convenient to classify
these foans into the following categories .

(i) Small savings loans
(1) Loans in licu of open market borrowings

(ili) Loans for strengthening  of  Police  and

provision of amenitics :
(1) Scheme for modernisation of Police. aad
{b) Policc housing.
(iv) Loans for relict and rchabilitation of
{a) Goldsmiths,
(b) Displaced persons from Pakistan,

(c) Repatriates from Burma and Sri Lanka

cte., and

() Loans for other relicf  and rchabiiitation

schemes.
(v) Prc-zutonomy debt
(vi) Miscellancous non-Plan loans
(vil) Loans for clearance of overdrafts
{viii) Loans for meceling gaps in resources

{ix) Loans for relief of distress caused by palu-
ral calamitics, and

(x) Special accommodation loans.
Sinadl Savings Lodns

te. Most of the Sitate Governments have urged that
loans given 1o them towards their share of the net
collections under small savings scheme in the respec-
tive States should be treated as loans in perpetuity.
They bave argucd that as their entitlement to thesc
loans 1s now worked out with refercnce to the net
collecticas uader small savings scheme, it is only far
that the Uanion Government should not insist on re-
payment of the loans. A critical analysis of the
cvolution of the sharing arrangements on  small
suvings schemes leaves us with the impression that
these loans have been given lo the States largely as
an inducenment o join the Centre in a co-operative
cffort Lo mobilise small savings. Net collections with-
in the States would thus scem to be only a convenicnt
yvard-stick for determining the quantum  of  loans
given to cach State. There is, therefore, no strong
Justification for treating these loans as loans in pee-
petuity. . We would also like to stress that treatment
of small savings loans as leans in perpetuity would
confer disproportionally larger benefits on somie of
the advanced States and defeat the crucial objective
of any properly designed scheme of debt relief which
should have regard both to the purposes for which the
loans have been utilised and the necd for relief as
adjudged by its relative economic conditton and the
overall position on non-Plan sccount and the like.
Repayment of small savings foans by the  States
during tiwe Fifth Plan period are estimated at about
Rs. 462 crores. It these loans are treated as loans
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in perpetuity, it would considerably affect the resour-
ces at the disposal of the Central Government and
impair its capacity to hclp backward States.  We
should also remember that small savings collections
in rccent vears have shown a sharp spurt mainly
because the provident funds, particularly  subscrip-
ton under Employees’ Provident Fund Act, have been
permitted to be invested in Post Oilice Time Deposits.
Nearly 60 per cent of the net collections of small
savings ar¢ atributable to the investments made by
the provident funds. In the mobilisation of funds
from this sourcc at any rate, the State Governments
cannot ¢laim to play any active part. We have indicated
in Chapter XVI the reasons for excluding repayment of
small savings loans from the cstimates of non-Plan
capital gaps. We have, therefore, decided to leave
small savings loans outside the scope of debt re-

lict.

17. Certain State Governments have  represented
1o the Government of India that in view of the manner
in which the rerms of reference of the Commission
relating to the review of debt position of States had
been worded, the Commission may consider changes
in terms of repayments of Central loans only as a
means of giving relief to such of those States which
have a non-Plan capital gap, or an ovcrall non-Plan
gap, with a view to bridging such gap. These States
have, thercfore, suggested to the Ministry of Finance
that small savings loans given by the Central Govern-
ment to the Statcs may be considered independently
and changes in their rcpayments to the Centre sug-
gested on their merits by the Commission,  The
Ministry of Finance, vide its letter dated September
[3, 1973 (Appendix HI) informed the Commission
that the Government of India, having considered the
representation of the States agreed that “the small
savings loans stand on a different footing and may be
considered on merits independent of non-Plan capital
gap or overall non-Plan gap of States™

I8. We have given carcful consideration to  the
communication from the Ministry of Finance.  As

indicatcd above, we had, on our own decided that
small savings loans stood on a different footing.  We
have not only cxcluded small savings loans for the
purposes of determining the non-Plan capital gap of
the States but aiso from our scheme of debt relicf,
We have also specifically indicated above our reasons
why we do not consider that the demand of the State
Governments for treatment of small savings as loans
in perpetuity is jusified.

Loans in licu of open narket horrowings:

19. The Government of India decided, with the
concurrence of State Governments, on a policy of
Centralised market borrowings on behalf of all States
in 1963-64 in pursuance of which a sum of Rs. 100
crores was raised in that year and distributed among
the States. The repayment of these loans, which is
a Central liability, falls duc in 1975-76,  State Gov-
crniments, in turn, have to repay (o the Government
of India the amounts advanced to them as  their
sharc of markel borrowings in that year. We have
considered how this category of loan should be dealt



with, We suggest that the target of gross market
boriowings by States in 1975-76 may be so set that
out of the proceeds of the fresh loan the State Gov-
ernments may be enabled to repay to the Centre
the outstanding amounts. On the assumption that
this recommendation would be accepted, we have
excluded this category of loan from our scheme of
debt relief.

20. The Central Government took over the repay-
ment liability in respect of Hyderabad Development
Loans amounting to Rs. 11.26 crores which are due
for repayment in 1974-75. We suggest that, in res-
pect of these loans too, the same approach may be
followed as for the loans advanced to the States out of
the Centralised market borrowings. Accordingly the
repayments on these Hyderabad Develepment Loans
have been excluded from our scheme of debt relief.

Loans for strengthening of Police and provision of
amenities:

21. The amounts outstanding under the scheme of
modernisation of police force are estimated at
Rs. 12.82 crores at the end of 1973-74. The schemes
financed by these loans are clearly unproductive and
do not generate any additional revenues out of which
the loans can be repaid. This aspect of these loans
is also recognised by the Government of India by the
offer of an element of grant in its scheme of assis-
tance. While we have as a matter of principle
refused to propose any large scale conversion of loan
into grant, we feel that a measure of relief to all the
States in respect of this category of loans is clearly
called for. Keeping this in view, we propose that
all loans granted to the States for modernisation of
their Police forces might be consolidated and made
repayable over 25 years. We also propose the same
terms for loans given to Madhya Pradesh and Uttar
Pradesh for anti-dacoity operations.

22. Government of India have also been granting
to the States loans for a long time for provision of
housing facilities to Police personnel. In the course
of our discussions with the State Chief Ministers,
Inspectors General of Police and other senior officials
connected with maintenance of law and order, consi-
derable stress was laid on the need for a substantial
step up in outlays on Police housing it is hardly
necessary to emphasise that provision of proper hous-
ing facilities has an important bearing on the morale
and efficiency of the Police force. Capital outlay on
police housing is, however, by and large unremunera-
tive, as the accommodation is let out mostly on rent-
free basis. We, therefore, suggest that the loans al-
ready given to the State Govermnments for police
housing and outstanding at the end of 1973-74 should
be consolidated and made repayable over a period
of 25 years.

Loans for relief and rehabilitation :

23. We have classified these loans under four broad
categories:

(a) Loans to goldsmiths;
(b) Loans to displaced persons from Pakistan;

(c) Loans to repatriates from Burma, Sri Lanka
etc; and

(d) Other relief and rehabilitation loans.

&8

According to the revised terms enforced since
August 1970, repayments of loans obtained for re-
habilitation of goldsmiths are to be in proportion to
the recoveries made by the Statc Governments from
indtvidual recipients subject, howcver, to the con-
dition that any losses on account of non-recovery of
loans will be sharcd by the Centre and the State Gov-
ernments in the ratio of 50:50. The terms and
conditions governing various loans for relief and re-
habilitation of displaced persons have undergone
changes from time to time. The present terms of
repayment of loans differentiate amongst (a) loans
given to displaced persons from ‘West® Pakistan,
{h) loans given to such displaced persons from erst-
while East Pakistan who migrated upto 31st Deceri-
ber, 1963; and (c) those who came to India on or
after 1-1-1964. Loans to persons affected by Indo-
Pak hostilities of 1965 and also loans given to re-
patriates from Burma and Sri Lanka carry specific
terms which arc different from those given for other
categorics., In the casc of these categories of loans
there is a procedure for sharing of losses ranging
from 10 per cent in respect of displaced persons from
‘West’ Pakistan to 100 per cent in the case of migrants
from erstwhile East Pakistan after 1-1-1964. We
feel that there is no logical basis for these distinctions
and these should be done away with both in the
interests of simplification and inter se justice among
the States.

24. In the data furnished by most States no pro-
vision has been made for repayment of these loans,
presumably on the basis that they would be called
upon to pay to the Centre only such amounts as they
themselves recover, the question of determination of
losses being put off till the closing of the accounts
of each loan. Some States, however, have made
provisions for repayment to the Centre of these loans;
but it is by no means certain that these loans would
actually be recovered by the State Governments con-
cerned. These loans have been given to large number
of persons and the amounts involved are smali in
each case. It is also genmerally recognised that there
is large risk of default on most of these loans. The
procedure for the eventual sharing of the losses in
tespect of these loans would, in practice, prove un-
workable since some State Governments might well
keep the loan accounts indefinitely open so that the
question of apportionment of losses may not arise
at all. Tt has to be conceded that in all these cases
the States have been rather involuntary borrowers.
The States have had no control over the events or
policics which led to the flow of refugees or repatri-
ates. We, therefore, propose that in respect of all
these loans, the States need repay to the Centre only
such sums as they recover from the beneficiaries,
The ceiling on shareable losses should also be re-
moved. The Gaold Control Order was also the result
of a Central decision taken in national interest and
the Staies were in effect only the conduits through
which the financial assistance was canalised to dis-
placed geldsmiths in order to mitigate their hard-
ship.  For these loans also we proposc the same
terms. In regard to loans under National Loan
Scholarship Schemes also the same treatment may be
accorded.



95 We would, in fact, go a step further and urge
that as a moeasure of incentive to the States to re-
covar es inuch as possible of these loans giver under
ditlicult circumstances and often in relaxation of the
noemal standurds of scrutiny, they should be atlowed
10 retain haif the principal and the whole of the
interest they may manage Lo FeCOver. The loss to
Ceutral Governmient implicit in this  suggestion s
turgely notionad because very litthe of the amounis due

v bein

g recovored ot present

Pre-guionomy Debt

26. Pre-autonomy debt, as the term itselt indicates,
dates from 1937 when under the Government of India
Act, 1935 the provincial cash balances werc separated
from the Cealral cash balance. All the loans from
the Central Government to the provinces then out-
standing were cossolidated inte one foan and made
repayable in nincty hail-yearly instalments, that is in
48 years.  The outstanding balances against the pro-
vinces had later to be allocated Lo the successor States
i the ratio of their respective population, as and when
the provinees underwent rcorganisation of their terri-
torial limits. From the information furnished to us it
is scen that as at the end of 1973-74 about Rs. 10-32
crores would be outstanding against various States,
of which Rs. 5.91 crores would fall due for repay-
ment over the Fifth Plan period. This debt, now
thirty-six vears oid, represents the consolidation of a
aumber of loans givenr over a long period prior o
1937. The provinces on whom the debt burden de-
volved have also undergone eatensive territorial re-
organization. i

It is also likely that most of the in-
vestments on which the loans had been utilised woulid
by now have depreciaed and the book valuc would
almost be nil.  We, therefore, suggest that the loans
outstanding against some of the States as their sharc
of pre-autonomy debt be written-off the accounts.

Miscellaneons non-Plan loans

27, There arc a number of non-Plan loans of a
miscclisncous nature which are individually and col-
lectively insignificant.  We have found it convenient
to sct out our detailed proposals for consolidation and
revision of terms of repayments of these ioaus in
Anncxures 1 and 11 to this Chapter.  Our proposads
on these misceltancous loans will confer relick on the
different States as underi—

(Rs. lakhs)

States Amount

[. Andhira Pradesh 49
2. Assam 35
3. Bihar 51
4. Gujarat 34
5. Huryvano . 3
6. Himachal Pradesh —
7. Jammu and Kashmir . . . . 34
@, Kerala . . . . . . . 4
9. Madhya Pradesh 11
10. Muaharashtra 20
1

11. Manipur

by

States Amount
{2, Meghaluya . . . . . . |
13, Mysore ind
t4. Nagaland —
13. Orissa . . . ; . . . 2
16. Punjab 17
17, Rajasthan . . . . . . . 23
138, Tamil Nadu . 22
29, Tripura
20. Ultar Pradesh . . . . 2
21, West Bengal . . . . . . . 23
TOTAL . 732
Our recommendations in regard to loans for  (u)

clearance of overdrafts; (b) mecling gaps in resour-
ces; (¢) natural calamitics; and (d) special acconi-
modation are given later in the Chapter.

PLAN LOANS

28. The loans advanced to the States as part of
the Plans account for the bulk of the outstanding
debt.  These loans have been sanctioned for a varicty
of devclopmental purposcs and in conformity with
the principles of Central assistance as formulated from
time to time. The patterns and procedures of Cen-

{(ral assistunce to State  Plans have also  undergone
material changes from time to time. In this process

of cvolution of arrangements for channclling loan
assistance to the States for financing the Plan, 1969-
70 constitutes a water-shed.  Prior to the commence:
ment of the Fourth Plan, while there was an agreed
ceiling on aggregate Central assistance for State Plans,
loans and grant assistanee within the ceiling was allo-
cated, as far as possible, to specific schemes or heads
of development. It is not nccessary here (o (race all
the different steps in process of liberalisation of pal-
terns and procedures of determination and release
of Central assistance for State Plans. Tt may suffice
for our present purposcs Lo point out that till 1969-
70, despite the gradual iclaxation of Central control
over Plan outlays through specific patierns of a8sis-
fance, there was some  attempt Lo link contral ussis-
tance, loan or grant, to specific schemes or heads
of devclopment.  After the Centrad assistance had
been allocaled to specific schemes or heads of de-
velopment, whatever remained of the agreed ceiling
ol Central assistance was extended as a miscellancous
devclopment loan. We have found it both conveni-
cat and proper to consider these Plans loans advanced
for specific schemes or purposcs as constituting a dis-
tinct category by themselves and for which a scparate
sct of arrangements for consolidation and revision of
terms could be proposcd.  Though since 1969-70
Central assistance for State Plans has been in the
form of block louns and grants, assistance for Cen-
trally sponsored and Central schemes still continues
to be rclated to specific schemes or programmes. We
have, therefore, considered it appropriate to classify
the loans advanced under the Centrally sponsored and
Central schemes to States under the corresponding
heads of development. just as we have done in the
case of loans given to States for State Plan Schemcs

prior to 1969-70.



29. On a detailed analysis of the particulars fur-
nished by the State Governments, we have classificd
the Plan loans given for specific schemes or pro-
gramines under the following broad heads:

(1)
(2)
(3}

(4)
(3)
(6)

(7)
(8)

Agricultural production and allied schemes.
Medium and large industries.

Small Scale industries including handlooms,
handicrafts, coir ctc.

Housing.

Water supply, drainage and slum clearance,
Education (excluding National Loan Scholar-
ships Schemes).

Medical and Public Health,

Commuuity Development, National Exten-
sion Secrvice, and Co-operation.

{9) Transport and Communications.
(10) Employment Schemes:

(a) Rural Works Programme,

(b} Rural manpower programimc.

(c) Schemes for educated unemployed.

(d) Other schemes.
(11) Welfare of Scheduled Castes,
Tribes and Backward Classes.
Rural electrification.
Inter-State transmission lines.
Flood control.
Investigation of lrrigation and Power pro-
jects; and
Multi-purpose river valley schemes, major
and medium irrigation and power develop-
ment.

Scheduled

(12)
(13)
(14)
(15)

(16)

Besides these specific purpose loans, Miscellaneous
Development Loans and Block Loans have also been
given for financing State Plans.

30. At an early stage of this exercise, we had fur-
ther sub-divided these groups into narrower and more
specific categorics of loans. We ailso examined the
terms of repayment in respect of cach such category
separately. But wultimately we refrained from sug-
gesting consolidation of loans by such sub-groups of
loans, as the resultant scheme of debt relief would
have been far less tidy without any compensating
advantages.

31. The amounts outstanding as on 31-3-1974
against the loans under each of the categories men-
tioned above are indicated in Table 4 of Appendix
XIV. It may be mentioned that after we had classi-
fied the amounts outstanding under the diffcrent heads,
we had them verified from the State Governments and
have reconciled discrepancies, if any, to the maximum
cxtent possible. We have super-imposed changes, if
any, in respect of loans in 1972-73 and 1973-74 for
which additional data were supplied by the State
Accountants General and the Ministry of Finance.
The figures as set out could, therefore, be taken as
representing an agreed classification of thc amounts
left to be repaid of the numerous loans for specific
purposes advanced from time to time as part of the
State Plans upto 1969-70 and as part of all Centraliy
sponsored schemes upto 1973-74.
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32. The terms fixed for these specific purpose loans
in the past have had varying periods of repayment ;
they have also been outstading for varying periods of
time depending upon when they were drawn, and have
cnjoyed different periods of grace in some cases. The
life that these have yet to run also naturally varies.
it would, therctore, be difficult to  apply whatever
period of repayment that may now be prescribed
from the dates on which the loans were originally
drawn.  Such extensive reopening of the terms of
repayment of every individual loan will be adminis-
tratively difficult and cause great confusion. We have
given considerable thought as to how a scheme of
consolidation of these numerous loans could be drawn
up and the periods of repayment so detcrmined as
to assure the States the desired relief in their repay-
ment obligations particularly in the Fifth Plan period.
To start with, we tabulated available information on
the amounts of loans yet outstanding pertaining to
the different sectors of development mentioned  in
paragraph 29 and also the actual amounts falling duc
for repayment in respect of each such category of
loans. The information thus tabulated helped ys to
determine the average period of repayment still left
of all the loans taken together under a broad category.
With reference to this average period of repayment
and the purposes for which the loans had been taken,
whether for quick yielding or long gestation projects
or provision of social services, we have prescribed a
suitable revised period of repayment. In this process,
all the States would benefit, though the extent of
benefit will depend upon when its loans were drawn
and the average period of currency of the loans still
outstanding. But it is our belief when all the specific
purpose loans are taken together, these variations
would by no means be significant. The variations also
get ironed out in our other proposals tnvolving dis-
criminatory relief. We, therefore, suggest that all the
loans given for specific purposes as part of the State
Plans prior to 1969-70 and for Centrally sponsored/
Central schemes upto and inclusive of 1973-74 be
consolidated at the end of 1973-74 and made rcpay-
able as shown against cach category :

Head of Development Lo which specific purpose loans Revised

relate. period
of re-

payment

suggested

1. Agricultural production and zllied schemes 15 years
2. Medium and large industries. . . . .15,

3. Small Scales Industries including handloorus,

handicrafts, coir, cte. . . . . .25,
4, Housing ) . . . 25,
3. Water Supply, Drainage and Slum Clearance 25,

6. Education (excluding National Loun Scholarship
Schemes). . . . . . . .25

7. Medical and Public Health 25,

8. Community Developmant, National Extension
Service & Co-operation . . . 15

9. Transport and Communications 25




1Tzad of Revelopmient to which specitic purpose loans Revised
relive, period
of re-

payment
suggested

W Enployment Sehemes

o) Rural Works Programme 25 years

(hy Trural Manpowear Programnw 25,

() Schemes Mor aducated unemployed 25

(o} Other schomes 25,
1. Weltars of sehadulzd Castos, Schadulad

iribas and Bachward Closses. .

12. Rural Clectrification 25
13, Inler-State Transmission lings 25,
t4. Flood Contrel . . . . . L25
15, Imvestigaton of Trrigation and - Power Projevts . 25 .

Mulii-purpose River Valley Schemes, major arnl
medinm irrigation and power developmeit

33, Prior to 1969-70, ie. before the schemes of
block loans came into cxistence, Government  of
India was giving specific loans earmarked for certain
major irrigation and power projects including multi-
purposc river valley projects.  Details of such loans
obtained by the State Governments prior to 1969-70
and expeeted to be outstanding at the end of 1973-74
will pe found in Table 30 in Appendix XV, Ona
serutiny of the terms preseribed for these loans, it is
ccen that while the terms vary widely, the periods of
repayment by and large are fairly long and make due
allowence for time lag in the cxccution of the pro-
jects and the accrual of benefits theretrom.  If despite
these comparatively casy terms of repayment. somc
of the States have run into financial dilficultics, the
reasons for this perhaps lie elsewhere. It is possibly
the considerable escalation in the cost of some of
ihese projects and the delay in cxecution on account
of constraint of resources that are responsible for the
Jitficulties faced by the States. Fven so. as repayments
of these loans do contribute to the strain on ways
and means position of some of the States, we con-
sider that a further measure of relief would not bc
inappropriate. At the same time the rclief has to be
necessarily sclective depending upon the stage of exc-
cution of the project. the amoeunts outsianding, the
rerms already in foree lor the repayment of the loans.
the asereeate debt burden of the Stale concerned in
relation o its general ceonamic position and  other
relovant Tactors. We have, therctore. made a projeci-
wise analesis for scttling the lincs on which loans
for multi-purpose river valley projects and certain
specificd major and medium irrigation projects can be
consolidated” and terms of  repayment fixed. The
results of our analysis are set out in detail in Anncx-
ure 1T 1o this Chapter.

34, On the basis of the proposals outlined in
Anncxure 11§, States are cstimated to secure reliel as

und_crf in the repayment of loans in the Fifth Plan
period

(Rs. crores)

Amount
of reliel

. Andhra Pradesh 7.92
2. Bihar . ‘ . . . . . . 14.31
3. Gujarat —2.
4. Farvana 7.64
5. Kerala . . . . . . . 1.43
6. Madhyna Pradesh . . . . . 10,22
7. Maharashtra . . . . . . 0.13
8. Mysore . . . . . . . 0.49
9. Orissa . . . . . . . 4.84
10, Punjab . . . . . . 6.67
11. Rajasthan . . . . . . . 26.74
12. Uttar Pradesh . . . . . . 9.64
13. Wast Bongal . . . . . . } 5.12

Totar . . . . . . 93.11

Loaiy for clearance of overdrafts

35, We may now consider how the medium term
loans given by the Government of Indix for clearance
of overdrafls to State Government are to be dealt
with. It is not necessary at this stage to refer in any
great detail to the circumstances in which certain
States had run into large overdrafts with the Reserve
Baak of India. The State Governments concerned have
argued before us that these overdrafts had bceome
inevitable on account of certain special factors such
s revision ol scales of pay and allowances of the em-
ployees not taken into accoust by the Fifth Finanece
Commission, heavy incidence of repayment of loans
to the Government of India, cscalation in costs of
projects and the like.  Whatever be the merits oi
these arguments, there ¢an be no doubt that thesc
overdrafts amount to a compulsery loan on the Gov-
crnment of India by the State Governments. It 18
also truc, as pointed out by the last Finance Com-
mission, that no country with a unificd currency sys-
tem can afford to have mosc than onc independent
authority taking measures which result in increase of
money suprly.  Unauthorised overdrafts run counter
to this fundamental principle  of  sound monctary
management.

36. It was the widespread concern  about  the
dangerous consequences to the national economy of
the continuing resort to overdrafts by certain State
Governments  that led the Government of India lo
formulate some arrangements for orderly liquidation
of overdrafts as they stood at the end of 1971-72.
The cssence of these arrangements was that subject
to the State Government's agreeing to repayment of



certain stipulated percentages of the outstanding over-
drafts in 1972-73 and 1973-74, the Central Gov-
ernment took over the responsibilty for clearing the
balance of the overdrafts through special medium (erm
loans to the State Governments. The loans thus
advanced to the State Governments are repayable in
six years beginning from 1973-74. 1n other words,
the outstanding balance of the loans given for clear-
ance of overdrafis at the end of 1973-74 is to be
repaid within the Fifth Plan period. We understand
that after these arrangements came into force, the
State Governments have generally refrained from
running into unauthorised overdrafts and no occasion
had arisen in which the Reserve Bank of India has
had to suspend payments on behalf of the State Giov-
ernments.  Even in the few cases in which the State
Governments had again run into serious ways and
means difficulties, they have been enabled to tide over
them  through special loans for covering gaps in
resources after mutual consultation between the State
Governments and the Central Government.

37. While we are anxious to ensure that no State
is allowed to resort to overdrafts with impunity, we
feel that unless the period of repayment of the loans
already given to them for clearance of overdrafts is
fixed realistically, there is a real risk of the States
concerned being faced with scrious problem of re-
payment in the Fifth Plan period or in the alter-
native in facing serious crosion of the resources for
the Plan. Government of India’s hands in enforcing
fiscal discipline would be strengthened if the terms
of repayment of loans given for liuidation of over-
drafts arc fixed with due regard to the anticipated
financial position of the State Governments. Among
the recipients of these special loans for clearance of
overdrafts, some are faced with such large non-Plan
capital gaps as  cannot be reduced to manageable
limits, unless some relief js provided also under over-
draft loans. There are also a few other States which,
though they had run into overdrafts, had otherwisc
maintained fairly high standards of fiscal management
if some of the other indices such as tax effort, control
over non-developmental expenditure and Plan per-
formance are taken into account, Having regard
to all these considerations, we propose that all loans
given for clearance of overdrafts and outstanding at
the end of 1973-74 as listed in Table 32 of Appendix
X1V should be made repayable in 15 years,

Loans for meeting gaps in resources

38. The Centre has also given loans to certain
States in 1972-73 for meeting gaps in resources.
These loans are indistinguishable from similar loans
given for liquisidation of overdrafts. The only diffe-
rence is that these loans for covering gaps in re-
sources had been given in an attempt to avoid the
overdrafts that might otherwise have arisen. The
terms laid down by the Ministry of Finance for the
repayment of these loans are also the same as those
for clearance of overdrafts. More Iiberal terms were
allowed only in the case of Andhra Pradesh on tho
ground that the State could not make up for the
shortfall in its resources for the Plan in view of the
disturbed conditions in 1972-73. We, however, feel
that uniform treatment should be accorded to all
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toans given for meeting gaps in resources, whatever
be the circumstances in which special gaps had arisen.
Accordingly  we recommend that the loans given for
meeting gaps in resources of certain States, details of
which as furnished to us by the Ministry of Finance
are set out in Table 34 of Appendix XIV be Iumped
together for each State and made repayable within a
period of 15 years.

39. Governments of Uttar Pradesh and Assam were
given non-Plan loans of the order of Rs. 6 crores and
Rs. 0.11 crore, respectively in 1972-73 as a special
case since these States raised additional resources in
that year over and above the targets fixed for them
for the year. These loans carry the same terms as
Block Loans. Wc recommend that the amount out-
standing at the end of 1973-74, viz., Rs. 5.6 crores
in the case of Uttar Pradesh and Rs. 0.10 crore in the
case of Assam be added to their outstanding Block
Loan and accorded the terms indicated for the Block
Loan later in the Chapter.

40. Among the newly formed States, Himachal
Pradesh, Manipur and Tripura would have large
amounts outstanding at the end of 1973-74 on loans
obtained by them while they were Union Territories.
A significant part of Meghalaya’s debt burden relates
to loans which have devolved on it as its share in the
loans obtained by the composite Assam State. Jammu
and Kashmir and Nagaland have certain loans which
were given to them earlier to enable them to balance
their non-Plan budgets. Details of these loans ex-
pected to be outstanding at the end of 1973-74 have
been set out in Table 35 in Appendix XIV. We con-
sider that all these loans should be merged into one
loan for cach State and made repayable within a
period of 20 years. Keeping in view, howevcr,. the
magnitude of the non-Plan gaps of Manipur,
Meghalaya, Nagaland and Tripura and the compara-
tively small relief accruing to these States from other
categories of loans we recomniend moratorium® for a
period of 3 years each for Manipur, Meghalaya and
Tripura and 2 years for Nagaland,

PROPOSALS FOR DISCRIMINATORY DEBT
RELIEF

4]. As indicated earlier in this Chapter, the debt
relief scheme drawn up entirely on principles uni-
formally applicable to atl States would fail to meet
the needs of the situation. If, therefore, the scheme
of relief i3 to be equitable and all States are to be
enabled to embark on the Fifth Plan without too wide
a non-Plan capital gap therc is no escape from a dis-
criminatory approach in the revision of the terms of
the outstanding loans. As the same time discrimina-
tion should be confined to certain select identifiable
groups of loans which account for a significant portion
of the amounts falling due for repayment in the Fifth
Plan period. From this stand point, we have‘ selectqd,
besides loans for irrigation and power projects dis-
cussed earlier, the loans for natural calamities, special
accommodation loans, Miscellaneous  Development
Loans and Block Loans given since 1969-70 as pre-
eminently suvitable for discriminatory treatment.

*Wheréver we have recommended moratorium in this Chapter
for any loan, it should be taken to apply only o repayment of
pringipal of a loan and not to interest,



42. We also gave some thought to the principles
on the basis of which the relative capacity of the
States to service outstanding debt can be assessed.
Onc way of assessing such relative capacity would be
to determine the relationship between State tax reve-
nues and outstanding debt. This approach is, how-

over, open to the objection that it might place the
States that have been vigorous in mobilisation of tax
and nron-tax revenues at a disadvantage vis-a-vis the
States that have been tardy in raising resources.  For
purposes of comparision of the relative capacity of the
States, it would, therefore, be more equitable to relate
the burden of debt as reflected in the amount falling
due for repayment in the Fifth Plan period to State
Domestic  Preduct  (the average for 1967-68 to
1969-70—the throc latest vears for which the figures
arc available). The following table shows the re-
Tative ranking of the States on the basis of their re-
fative deht burden worked out zecording to the prin-
ciple mentioned above:

Percentave

1. Punjii . . . R . . . 6.5
2. Guiarat ) . . . . . 6.8
3. Maharasihtra . . . . . . 6.9
4. Uttar Pradesh . . . . . . 79
5. Tamil Noadu . . . . . . . 8.7
0, West Deonasl . . . . . . . 9.3
7. Madhya Pragiesi . . . . ) 2.6
S, Bitar 10.7
9. Haryana . . . . . . . 11.0
10, Andhra Pradesh . . . . . 13.4
1. Mysore 14.9
12, Meghalaya . . . . . . . 15.2
13. Kerala . . . . . . . 17.1
14, Orissa . 20.7
15. Assam . . . . . . . 2408
16. Tripura 26.1
17. Rojusthan . R . . . . . 31.4
18. Himachal Pradesh 33.2
19. Maaipur 40.7
20. MNagaland . 48 .4
21, Jammu and Kasimeie 90.8

43, On the basis of the relative burden of debt as
emerging {rom the above table we have found it con-
venient to group the States into the following three
categories:

Group A.—States whose ratio of amounts falling
due for repayment to the Centre in
the Fifth Plan period to State Domes-
tic Product is less than 10 per cent.

Gronp B.—-States whose ratio of amounts falling
duc for repayment to the Centre in
the Fifth Plan period to State Domnes-
tic Product is between 10 and 20
per cent.

Group C.~---Slates whose ratio of amounts faliing
due for repayment to the Centre in
the Fifth Plan period to State Do-
mcstic Product is above 20 per cent.
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44, In framing our proposals for consolidation and
re-phasing of repayment of the catcgorics of loaus
fisted in paragraph 41, we have borne in mind the
grouping of States as indicated in the above Table.
Loans for relie] ¢f disiress cawsed Dy netiral

calamities

45. The loan assistance from the Government of
India to the State Governments for natural calamities
has registered a tremendous  increase in recent years.
Though most of the State Governments have urged
that these loans should be converted into grants, we
do not recommend any such conversion. Apart from
depleting the rvesources of the Central Government
for providing relicf for natural calamities which may
arise in future, we also apprehend that conversion into
grants may amount to condonation, without scru-
iiny of the undoubted waste that has occurred  in
reliei cxpenditure in recent years. Also, a good portion
of ithe relief expendilure has ostensibly been on creation
of assets such as roads and minor irrigation works.
When similar schemcs taken up as part of the Plan have
been financed on the basis of loans, we do not con-
sider it appropriate to recommend write-off of loans
given under the scheme for assistance for natural
calamitics.

46. The ends of justice will be met if these loans
for natural calamities which arc now rcpayable in
10 years are suitably rephased so as to provide a
measure of relict o the States, the relied being regu-
Lated with referesice to the relative  positton of the
States. We, herefore, suggest that all loans  given
sy the Government of Indin tor natural celamitics and

cutstanding  at  the end  of  1973-74 should  be
consolidated  into one loan in respect ol cach
Stare and  moede  repayable  in 15 years from
1074-75  in the case  of States i Group

A, in 20 years in the case of States in Group B and
in 25 years in the case of States in Group C.

Special Accommodation Loans :

47, Government of India  have advanced, what
have come to be known as, special accommodation
loans to a number of States during the Fourth Plan
period. AL the time of the finalisation of the Fourth
Plan, it was found that in the case of certain States
the size of their Plan would not be cqual  even to
Central assistance  for the Plan and additional  re-
source mobilisation. The State Governments had then

represented  that  unless  additional  resourcs
mobilisation undertaken by them was rCscrv-

ed for augmenting the size of the Phin, the requisite

measure of public support for additional tax  effort
might not be forthcoming. After carcful considera-
tiom of the representations of the States, the  Plan-

ning Commuission persuaded the Union Ministry  of
Finance to cxiend special  accommodation  loans to
such States to cover Non-Plan gaps in their resources
subicct to condition that gaps in reseurces of indivi-
dunl States would be contained within the agreed
igures and the States concerned  would make  an
offort to increase their Plan outlay through mobilisa-
tion of additional rcsources.

45, Anncxure 1V fuenishes figures of special  ac-
commmaedation loans actually released to  the States
during 1969-70 to  1972-73. The Annexure also



shows uncovered non-Plan gaps in 1973-74 as asses-
sed by the Planning Commission and the Ministry
of Finance. While the Centre’s budget estimates for
1973-74 do not provide, in full, the amounts needed
to cover these gaps, adequate non-Plan assistance
would have to be provided to the States in 1973-74
to take care of these gaps so that these labilities do
not flow into the Fifth Plan period. Consequently,
we have assumed that special accommodation loans
in 1973-74 will be equal to the assessed uncovered
gap in respect of cach State. (This should not, how-
ever, be construed as a recommendation by the
Commission for grant of spccial accommodation
loans equal to non-Plan capital gaps in 1973-74. Of
course the relief which the States would get under

the scheme drawn up by us will depend on the actual
releases).

49, Special accommodation loans are recoverable
in 10 annual instalments beginning from 1974-75.
Though these special accommodation loans have
also been given in effect on consideration of the ways
and means difficulties experienced by the States con-
cerned, they can be distinguished from the overdrafts
Ioans on the ground that these were given after mu-
tual consultation and after close and critical scrutiny
of the resources and needs of the States. If the
existing terms of repayment of these special accom-
modation loans are strictly adhered to, most of the
States concerned will again face acute ways and
means problems and the kind of situation which
necessitated special accommodation loans may  well
recur in the Fifth Plan period. We consider it essen-
tial to give a little longer time to the States concern-
ed to strengthen their resource base so that they
may be able to repay the special accommodation
loans without having to curtail their Plan outlays
too drastically. We, therefore, recommend that all
special accommodation loans outstanding at the end
of 1973-74 may be consolidated into one loan in
respect of each State and made repayable in 25 years
in the case of all States except Madhya Pradesh and
Tamil Nadu. For these two States we recommend
a period of repayment of 15 years as the amounts
involved are not large. Having regard to the magni-
tude of the non-Plan Capital gaps of Andhra Pra-
desh, Orissa and Rajasthan and the special prob-
lems faced by Assam, Jammu & Kashmir, Manipur

and Meghalaya we propose a moratorium for 5 years
for the repayment of these loans.

Miscellaneous Development Loans :

50. The Miscellancous Development Loans in
force till 1968-69 have been used in many States
mostly for irrigation and power projects with Jong
periods of gestation. They have also been used to
some cxtent for financing Plan outlays on social ser-
vices. We consider it equitable to prescribe a suit-
ably longer period of repayment of such loans. At
the same time a discriminatory approach among the
States has been adopted. We suggest that all  out-
standing amounts in respect of Miscellaneous Deve-
lopment Loans at the end of 1973-74 may be aggre-
gated into one loan in respect of each State and
made repayable in 15 years in the case of Group A
States, 20 ycars in the casc of Group B States and
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25 years in the case of Group & States. No mora-

torium is suggested for any State in respect of this
category of loan.

Block Logns :

51, Of the several categories of loans from the Cen-
tre to the States outstanding, Block Loans are by far
the most important from the point of view of the
burden of repayment liability arising in the Fifth
Plan period. This is understandable because Block
Loans came into existence only in 1969-70 and are
repayable in 15 years starting from the anniversary
of the loan. Only about 10 per cent of the loan
amounts released during the Fourth Plan period

would have been repaid within the Plan period it-
sclf.

52. Tn view of their magnitude, Block Loan call
for a sclective rescheduling with reference to the re-
lative position of the States, Since 1969-70, with
the disappearance of specific purpose loans, all
kinds of Plan schemes whether quick yielding or in-
volving long gestation periods have been financed
through Block Loans. From this stand-point there is
a strong case for spreading the repayment of the
Block Loans over a much longer period than at pre-
sent in the casc of all States, particularly in the case
of States whose debt burden and, therefore, also non-
Plan capital gap is comparatively heavy. For this
purpose we have placed Gujarat, Maharashtra and
Punjab which have non-Plan capital surpluses in a
separate class. We suggest that in their case, it
would suffice if the outstanding amount of Block
l.oans is consolidated as at the end of 1973-74 into
one loan and made repayabie within 15 years. This
will give them some relief because the average period
of repayment of outstanding Block Loans at the end
of 1973-74 is now less than 15 years. In the case
of other States, longer period of repayment is neces-
sary in order to keep their non-Plan capital gaps
within manageable limits. We suggest that in the
case of the remaining States the Block Loans may be
aggregated into one loan in respect of each State and
madc repayable in 20 years in the case of Group A
States, 25 years in the casc of Group B States and
30 years in the case of Group C States. FEven after
softening of terms of repayment of Block Loans, we
find that Andhra Pradesh and Rajasthan would have
fairly big gaps on non-Plan account. We, therefore,
suggest a moratorium of two years in the repayment
of the consolidated Block Loans in the case of these
two States. In the case of Assam and Manipur,
having regard to their special problems and also the
magnitude of the non-Plan capital gaps, a morato-
rium of 5 years would be justified. ‘

53. During the Fourth Plan period, some States
have been given loans for certain specific projects,
over and above the ceiling of Central assistance fo
Plan Schemes, with a view to accelerate the pac
of  execution of these projects. Details o
these  loans are given in Table 3
in Appendix XIV. As the terms of repayment of thes
loans are the same as prescribed for Block Loans, w
suggest that the amounts outstanding in respect o
these Toans be aggregated with the Block Loans an

accorded the same terms of repayment as sugeestad
by us for Block Loans. gee



54. In addition to Block Loans for the Fourth Plan
sghemcs, Andhra Pradesh has been given certain spe-
cial loans for development of Telengana and West
Bengal has been helped with special loans {or dewve-
lopment. of Calcutta Metropolitan District, In regard
to special loans for Telengana development, we re-
commend the same terms as for Block Loans, namely
repayment of the consolidated Joan in 25 years with
moratorium of two years. As regards loans for
development of Calcutta Metropolitan District, while
suggesting repayment over a period of 20 years analo-
gous to Block Loans, we propose a moratorium of
5 years to give adequate time for the devclopmental
programmes financed out of thesc loans to make their
impact on the regencration of Calcutta and the cconomy

of West Bengal.

AGGREGATE DEBT RELIEF

impact of the several pro-
terms of Central loans

would be to re-
repayment obligations of the Statcs
dering the Fifth Plan period to the extent
of Rs. 1970 crores. To this extent, the non-Plan
capital gaps of the States get reduced.  'The States
would be cnabled to finance a larger proportion of
their Plans out of their own resources. Also the com-
plaint now frequently voiced by many of the Statc
Governments that teere is very little net flow of Central
Joan assistance to the States for the implementation of
the Plan would have been partially redressed.  Though
we have not suggested any significant conversion ot
loans into grants for the rcasons already explained, the
rephasing of repayments of some of the quantitatively
important categories of loans such as Block Loans,
special accommodation loans and Miscellancous Deve-
lopment Loans would give the States relief to varying
cxtent in the subsequent Plan periods also.  Above
all to the extent the States, particularly the weaker
States, get some respite, they should have a bigger
Fifh Plan. Their resources potential would be con-
siderably strengthcned and they should be able to
meet their repayment obligations in the Sixth and sub-
sequent Plan periods with far less difliculty. Our
estimates of State-wise relief expected to accrue from
the proposals for revision of the terms of Central

loans are as follows:

combined
revision of the
in the Chapter

55. The
posals for
indicated
duce the

(Rs. crores)

Lstimated relicl
in repayment  of
loans to  Govern-
ment of India during
Fifth Plan period
on the basis of our
proposals. *

v 2
1. Andhra Pradesh . 191.20
2. Assam 162.49
3, Bihar 133.35
4, Gujarat . 36.25
5. Haryana 33.14
6. Himachal Pradesh 34,57
7. Jammu and Kashmir 133.43
8, Kerala 109.77
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1]

1

9. Madhya Pradesh 87,16

10, Maharoashira 6658
L1, Manipur 15.23
12, Meghalava 7.04
13. Mysore 127,04
[4. Nagdand 5.84
15. Qrissa 157.32
16. Punjab 15,18
17. Rajastlan 258 14
18, Twmnil Maclu . 87.05
19, Tripura 14,35
2L Uttar Pra<desh 15¢.77
21. West Bengal . 143.12
ToraL . 1969.62

w1, The total relicl has been worked oul on the basis of
grouning of loans suggested by us and agreed to by
the State Governmants, The consolidation of loans
would have o b2 done on the basis of actual balances
{is ngainst leures rounded in lakhs of rupces by us)
against each loan outstanding at the end of 1973-74
and consaquantly the  final debt relief may be  margi-
naily diiferant from that indicated in the ‘Table.

710 working ont the State-wise esihimates of debit relief]
we have mone by the figures of debt furnished to us
by tiis Stal: Governments and cerlilicd by State Aceoun-
vanes CGoneral. We understand that the ailocation
o dohi labilily  betwoon succzssor Slales following

* reorganisation‘hifurcation ik, in seversl cases,

ot and has bzen determined on the basis of

ponlation pending final seitlements The schenme of
dobt relisf recommended by us is wilhout prejudice
waltlemeni of inter-State claims.

Phose ealimotes andergo some ciunge, but
not of @ material nature, whea the final figures  of
Centyal loans advanced to the States fn 1972-73 and
1973-74 turn out to be different from those adopted
for purposes of this excreise on the basis of the in-
formation furnished by the Ministry of Finance and
the State Governments.

vy
il

56. The loans recommended by us for consolida-
tion may be so consolidated with ciiect from
31st March, 1974. They may be repaid in cqual
annual instalments falling due for repayment each
year on the 3¥st of March. With & view to avoid
ways and mecans diflicultics for the States, the
amounts annually payable by way of principal may
ke recovered in four cquel  instaiments  on the
Ist July, Ist October, Ist Janvary and 31st March
each yeéar. Since it would take some time to obtain
data regarding actuals for 1973-74 and for issue of
nccessary sanctions, repayments falling duc in the
carly part of 1974-75, on the basis of the existing
terms. may be deferred and recoveries falling due in
1974-75 on the basis of the consoflidated loans  as
recommended by us, be made in two instalments on
Sepiember 30, 1974 and March 31, 1975 together
with interest on total amount outstanding as on
April 1, 1974, in the casc of first instalment and on



the balance outstanding in the case of the second
instalment. With a view to simplify accounting, the
instalments of principal falling due may be rounded
to rupees one hundred and of interest to rupees ten
in cach case.

57. We would urge that our proposals for debt
relicf should be viewed in their totality and accepled
as a ‘package’ both by the Government of India and
the State Governments, It is possible to argue for
softer or harder terms of repayment in respect of
particular categories of loans. But any such variation
will upsct the delicate balance that we have sought to
maintain between several valid but ai times conflict-
ing considerations such as the need to give cvery
State some minimum relicf, containment of non-Plan
gaps within limits, and a measurc of discrimination
beiwcen States i relation to  their relative debt
burden. It is our belief that the end result
of this complex excrcise will be to enable
all  Siates to  start  the Fifth Plan on &  hopeful
note.  We sheuld also add that the residual non-Plan
capital gaps should not cause any State great concern,
because fresh capital receipts such as net market
borrowings, net small saving collections, depreciation
reserves of commercial enterprises which were hitherto
being set off against non-Plan capital gaps have been
excluded by us.  Also non-Plan capital gaps can be
minimised, if not altogether eliminated, by greater dy-
pamism in recovery of loans and higher scale of subs-
criptions to Provident Fund. We have no doubt that
the substantial relief accruing to the States under our
proposals will inspire more vigorous and imaginative
action on these lines.

58. We are not oblivious of the dent that our re-
commendations would make on Central resources for
the Plan. But in assessing the scale of relief we have
proposed for the next five years, it should be remem-
bered that it looks large only because it represents the
first systematic and major attempt to come to grips
with the debt problem of the States which has been
allowed to become far too complex over a long period.
The more pressing difficulties that arose from time to
time in the discharge of the repayment obligations by
States were met largely through improvised solutions
which often piled up problems for the future. In
order to ‘protect’ the agreed size of the State Plans,
the Centre had to give over Rs. 1500 crores during the
Fourth Plan period over and above the approved
Central assistance for the Plan. This assistance was
extended to the States in such forms as special accom-
modation loans, loans for clearance of overdrafts, loans
for meeting gaps in resources and loans for
natural calamities. All this assistance was, except
in name, debt rescheduling. Our proposals represent,
in effect, a summation, in one single operation, of the
namberous small decisions that should have been teken
on several clagses of loans over a period of time. If
we may say so, ‘the bill of cost’ we have presented
looks heavy only because a large part of it is in the
nature of arrear claims for debt relief which could have
been met in the earlier Plan periods. We have no
doubt that the Union Government would view the
over-all figure of debt relief emerging from our pro-
posals in this perspective.
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~ made repayable over 25 years.

/

59. It will also be wrong to think that the relief
suggested by us would undermine the resource base of
the Plan. OQur proposals would, in fact, enable the
States to finance a larger proportion of their Plans from
their own resources and, thus, foster a greater sense of
self-reliance and financial responsibility on the part of
the States. The States should also realise that the
debt relief optration cannct be an annual or guinguen
nial affair and that they should make the best use of
respite provided to them to strengthen their finances,
improve the working results of the commercial enter-
prises, including in particular irrigation and power
projects, and exercise the utmost economy in non-
development expenditure. If simultaneously the Centre
could also fix the terms of repayment of fresh loans
with due regard to the pattern we have recommended
for existing loans, the problem of repayment of Cent-
ral debt will cease to be the irritant it has been in our
federal polity.

60. Before we conclude, we would only like to
refer brielly to the special grievances voiced by some
States about certain specific categories of loans. We
have taken note of these special grievances to the
extent possible in framing our debt relief scheme. It
is abviously not possible to tailor the terms of repay-
ment of every class of loan to meet the particular point
of view of each of the States concerned. It may be
worth while, however, to refer to some of the specific
loans in respect of which the State Governments
have vehemently pleaded for relief.

61. The Government of Jammu and Kashmir plead-
ed for special treatment of loans for relief and reha-
bilitation of the displaced persons in the Chhamb
arca. In terms of the proposals made by us, the
Government of Jammu and Kashmir will be liable to
repay only such amounts as they are able to recover
from the displaced persons and that too only to the
cxtent of half the amounts recovered. They should,
therefore, have no grievance on this account. The
Government of Kerala were unhappy about the
present terms of loans for anti-sea erosion works.
Having rcgard to the fact that these are comparable
to loans advanced for flood control, we would suggest
that the outstanding amount at the end of 1973-74 be
The plea of Madhya
Pradesh about writing-off of loang received from the
Centre for anti-dacoity operations will, in a large
measure, be met by our suggestion to treat it like
other loans for modernisation of police force.

62. Orissa has sought to make ouf a special case
for review of the terms of Central loans for Hirakud
multi-purpose  project.  Central loans amounting to
Rs. 82.42 crores sccured by the Government of Orissa
during 1948-62 for the exccution of the Hirakud
multi-purpose project (Stage I) would be outstanding
at the end of 1973-74 and the repayment of loans
will only commence in 1988-89. We have suggested
a period of repayment of 25 years for flood control
loans beginning from 1974-75. For irrigation and
powcr projecis, loo, our suggestions cnvisage conso-
lidation of cxisting loans into a 25-year loan with
varying periods of moratorivm for the Fifth Plan
period. We do not propose any change in terms of



the loans for Hirakud (Stage 1) as these torms aic
already quite gencrous.  Quistanding loans in respect
of Hirakud (Stage II) are estimated at Rs. 3.98
crores at the end of 1973-74 ol which Rs. 3.57 crores
would lall duc for repayment during the period
1974—79.  For these loans we recommend o period
ol repayment i 30 years with a motatorium for 5
yeurs,

o3, We, however, feel that tic grievance of Gov-
ernment of Orissa about the loan for construction and
developmeng of Paradeep Port is genuine. Paradecp,
as a major port, is now under the control of 4 Poit
Trust, which under the Constitution comes within the
purvicw of the  Cential - Governnmnt. The  asseis
created by the State Government with the Ioaa have
been taken over by the Government of India but the
State Government is reguired o repay  the loan o
Centre wiih interest.  The annual burden of repay-
ment of loan with intercst s about Rs. 2 crores.
Whatever be the circumstances in which the Govern-
ment ol India were constrained  to take over the
Paradeep Port under its control, we do not sce any
justification for the State Government being burdened
with repayment of a loan covering expenditure in-
curred specifically for the development  of a major
port which constitutionally comes within the respon-
sibiliy of the  Governmant of India.  We, therelor,
recommend that the outstanding amount of about
Rs. 414 crores under this loan should be token over
by the Central Government.  The  amounts alrcady
recovered from the Government of Orissa need not.
Liowever, be refunded to them.  Ner Is there any casc
for adjustment of the intcrest already paid by the
Siate Government against the loan outstanding, be-
ciuse such intercsi payments have been taken into
account by the carlicr Commissions  in determining
the grants made.

g1, The Government of West Bengal has drawn
cur altention o the pre-partition  loan  outstanding
againsl the State. It has been represented to us that
qosum of Rs, 195 lakhs being the share of the pre-
partition cutstanding loan was alloited to West Bengal.
No payment cither of principal or of intcrest of this
loan has so fur been made by the State Government.
The loan is, however, still outstanding against the
Statc Government in the books of the Account-

Y7

ant General, West  Bengal. The  State Gov-
LT lias, theretore, suggested  that  this
Jovid  be  written-olf. We do  not copsider it

equitable that West Bengal shoujd be burdened with
tiis pre-partition debt. B s also relevant o niention
that no amount has actually  been recovered during
the last 25 years. The continuance of this loan on
Ui Books tefore serves 1o putpose. We, accordng
vorecommend it West Bengal shouid be ubsolved
. i respomstbiiic for repayment of this loan. Like-
wise West Bengal s required to repay a ways and
memts advance of Rs. 2.5 crores  on pre-partition
account.  This wuys und means advance is cgual to
50 per ceni of the debt balance of the Government
i undivided Rengal with the Reserve Bank of India
at the time of the Purtitien.  Under the Indian Inde-
pordence (Rights, Property  and [Liabilities) Order,
1917 the wiole wmount became the lability of the
Govermment of WYWest Bengal. But  the Government
ol lidia and the Government  of Pakistan repaid it
crder wn agrecment on a 50 @ 50 basis and the Govern-

U Cfedin theteupon decided that this amount of
L7A crans shondd e teated A a ways and means

nee o West Bongel. West Bengal has also paid
amocuniing (o Ks. 1,25 crores en this foan
e Lol 20 yuurs, The fabiliee for this debt
worepted by the Guvamnent of India under an
et with Fukistun and  the Stale Goverament
merefore, urged that this Hability should not be

1

Coan b e 1che Dovorament of West Bengal, They
Buve civo aveued thut interest of Rso 1.25 croges al-
teady pabd shouid abo be 1 anded to them.  Here

Ln i soems o ws Lpat it is net faiv to burden the
goernent of West Bengal with repayment of this
Joan which is u legaey ol partition.  We,  theretore.
ost that the 1ccovery  of  culstunding loans of
3% reres shouid be wwdved. The reguest about
fv paid ceanot.  however, be acccpted,

ents have already  been taken into
by the vartior Finasce  Covimissions while
Jecempiciding devolution to the States.

Hrerest alreas

sices osuch p

sovaliitt

65. 1f we have unot referred specifically o the spe-
cidl pleas made by States in respect of other select
loans, it is only beeause they are cither not sustain-

sl or they huve been,  to the cxtent considered
necessary, accontnodated within the over-all scheme

af debi rolich proposed by us.



MISCELLANEOQUS
ANDHRA PRADESH

1. A loan amounting to about Rs. 1 lakh is expect-
ed to be outstanding at the end of 1973-74 in respect
of fire services and water mains in Vijayawada. The
whole of the amount is repayable during the Fifth
Plan period. The amount 1s so small that no revi-
sion in ferms of repayment is called for. But for
simplification of accounting procedure, we recom-
mend that this amount may be merged with Miscel-
laneous Development Loan outstanding against
Andhra Pradesh. This will incidentally give marginal
relief to the State Government.

ASSAM

2. Certain Miscellaneous joans, details of which are
not available, arc estimated to be outstanding to the
tune of Rs. 30 lakhs. Of this Rs. 11 lakhs would
tall due for repayment during the Fifth Plan period.
In the interest of simplification we suggest that these
loans may be merged with the Miscellaneous Develop-
ment Loan and made repayable in 25 years,

3. Assam was also given a non-Plan Ioan of Rs. 11
lakhs in 1972-73 as a special case in recognition of
additional resource mobilisation undertaken by the
State Government over and above the target fixed for
the State Government for that year. Of this Rs. 10
lakhs would be outstanding at the end of 1973-74.
We recommend that this amount may be merged with
Block Loans and made repayable in 30 years with a
moratorium of five years.

MADHYA PRADESH

4. Loans for anti-dacoity operations amounting to
Rs. 47 lakhs would be outstanding at the end of
1973-74.  Of which Rs. 20 lakhs would fall due for
repayment during the Fifth Plan period. We recoms-
mend that these loans may be made repayable in 25
years as in the case of other loans for Police.

MAHARASHTRA

5. A loan amcuniing to Rs. 86 lakhs in respect of
“Refund of sugar cane cess” would be outstanding at
the end of 1973-74, Of this Rs. 43 lakhs would fall
duc for repayment during the Fifth Plan period. It
would be convenient to add this amount to
Miscellancous Development Loan and thus make it
repayable in 15 vears.

6. A loan amounting to Rs. 23 lakhs in respect of
“Pensioners of Pakistan™ would be outstanding at the

NON-DEVELOPMENT
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ANNEXURE 1
LAGONS

end of 1973-74, The State Government has not
puaid any amount so far and the amount is payable
only after an agreement is reached with Pakistan. As
in the case of West Bengal's pre-partition debt, wc
recommend that Maharashtra too may be absolved of
the responsibility for rcpayient of this amount.

MYSORE

7. A loan of Rs. 5 lakhs of which details are not
available is expected to be outstanding at the end
of 1973-74 of which Rs. 2 lakhs are repayable in the
Fifth Plan period. We recommend that this may be
merged with Miscellancous Development Loan.

UTTAR PRADESH

8. The loan for anti-dacoity operations amounting
to Rs, 7 lakhs outstanding at the end of 1973-74 may
be made repayable likc similar loans in the case of
Madhya Pradesh in 25 years.

9. The Statc Governmient received a loan of Rs. 6
crores in 1972-73 as a special case for having exceed-
cd its target of additional taxation as compared 1o the
agreed estimates with the Planning Commission, This
amount may be merged with Block Loans and made
repayable in a period of 20 years.

10. Miscellancous loans, in respect of which details
arc not available, amounting to Rs. 147 lakhs would
be outstanding at the end of 1973-74. Of this Rs. 90
lakhs would fall due for repayment during 1974--79.
These loans may be merged with Miscellaneous Deve-
lopment Loan and made repayable in 15 instalments.

11. Thirteen States have indicated loans in respect
of housing for All-India Service Officers. Total
amount outstanding is Rs, 130 lakhs and amount fall-
ing due is estimated at Rs. 87 lakhs. These loans
may be made repayable in 15 instalments for all
States. This would give relief of the order of Rs, 43
lakhs over the period 1974—79.

12. We have dealt with various miscellancous loans
for which details have been made available separately
as indicated above. If, however, these loans {ail
within distinct categories like Block Loans, loans
for natural calamities, agriculture and allied schemes
ete., terms for such categorics of loans should be made



applicable to the respective States.  The difference 1n

any case in the aggregate debt relief would be only

marginal.

th s R

-

Stafes

Andhra Pradesh
Assam
Bihar

. Gujarat

. Haryana

Himachal Pradesh

Jammu & Kushmir

8. Kerala

21

-

. Madhya Pradesh
. Maharashitra

. Manipur

. Mcghalaya

. Mysore

. Nagaland

. Orissa

. Punjab

. Rajasthan

. Tamil Nadu
. Tripura

20.
. West Bengal

Uttar Pradesh
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13, Based on the above proposals, estimates of dob
relief to vartous  States under  Miscellancous  non-
Development Louans would work out as follows 1 —

(Rs. lakhs)

10
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ANNEXURIE TT

MISCELLAENQUS LOANS OF A DEVELOP MENT NATURE

ASSAM

1. Total amount outstanding at the end of 1973-74
is estimated at Rs. 662 lakhs, of which Rs. 81 lakhs
would fall due for repayment over the Fifth Plan period.
Details of these loans are not available. It is sugges-
ted that these may be marged with the Miscellaneous
Development Loan and made repayable in 25 years.

GUJARAT

2. Rs. 2 lakhs would fall due for repayment in
respect of a loan of Rs. 7 lakhs outstanding at the end
of 1973-74. This loan was obtaincd by the State
Government for payment of survey charges to the
Ministry of Defence. For simplification of account-
ing procedure we recommend that this may be mergad
with Miscellancous Development Loan and made
repayable in 15 years.

KERALA, MANIPUR, MEGHALAYA AND

recommend that all these loans may be governed by
the terms recommended by us for the particular cate-
gories of loans. For the purpose of debt relief we
heve assumed repayments for all these loans in 20 instal-
ments. Changes in the quantum of relicf actually
available to the States would be marginal.

7. Our proposals are based on figures rounded
off to Rs. one lakh. There may be somc loans which
may not have come within our estimation since the
amounts outstanding may be less than rupees onc lakh
in each case. We recommend such loans, if any, may
be merged with Miscellaneous Development Loan in
respect of each State and the terms proposcd by us for
Misczllaneous Development Loan applied to the conso-
lidated loans.

8. Based on the above proposals, estimates of debt
reliel to various States under this class of loans would
work out as shown below:

ORISSA {Rs. lakhs)
. . X States
3, Nominal amounts are o_utsdtapdmg ggalrgt lIIlese
in respect of loans obtained for various develop- e e e e e
itgﬁspll?rposgs. Details of these loans arc net availa- ; ﬁ“dh”‘ Pradesh ... ... . 3;4
ble. These loans may be merged wnh_Mlsccllaneous - Assam . . . . . . . —
Development Loan and the terms applicable to cach 3 Blhflr . . . . . . . 49
State be applied to such loans also. 4. Gujarat e 31
5. Haryana . . . . . . . 1
MYSORE 6. Himachal Pradesh . . . . . —
4, Total amount of Rs. 295 lakhs would be out- 7. Jammu & Kashmir e 13
standing at the end of 1973-74, in respect of Hatti Gold 8. Kerala . . . ; . . . 1
Mines. Out of this, an amount of Rs. 176 lak]gs would 9. Madhya Pradesh . . . . . . —
fall due for repayment over the Fifth Plan period. As (0. Maharashira . . . : —
this mine has been taken over by the Government of 1. Manipur . . . . ... 1
India, this liability may be assumed by the Central 2. Meghalaya ] ] ) _ ) ;
Government. 3. Mysore . _ ‘ . ) . _ 182
y 14, Nagaland . . . . . . . —
PUNJAB, HARYANA AND UTTAR PRADESH is O ‘ _ ‘ . . . . 1
5. These States have indicated loans for the de_ve- 16. Punjab . . ; . . ) . 17
lopment of border areas. The amounts outstandl.ng [7. Rajasthan . . . ) . . . 16
may be merged with Block Loan cf the respective i8. Tamil Nadu . . ) L i ) 14
States. {9, Tripura . . . . . . . —
.. 20. Uttar Pradesh . . . . . . 185
6. Thirteen State Governments have 1ndlc§1t€d loans 31 West Bengal . ' _ ' ) . . s
for Centrally Sponsored and other schemes in 1973-74 = )
for which details are not yet available. Repay-

ToTAL . . .. . . . 550

ments indicated amount to Rs. 10.09 crores. We o
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LOANS FOR MULTI-PURPOSE RIVER VALLEY PROJECTS, MEDIUM AND

ANNEXURE III
MAIJOR

IRRIGATION SCHEMES AND POWIIR  PROIJLCTS

~ These loans relate to the period prior to 1969-70.
Since then, all Plan schemes including multi-purpose
schemes and major irrigation and power projects are
being financed through Block Loans. There is noe
vscapr from providing discriminatory relief to the
States in regard to loans outstanding undzr these
heads. It is obviously not possible for the Commis-
sion to undertake a detailed examination of the present
slage of execution, the time likely to be taken for com-
pletion and the flow of benefiis, nor it is possible for
us to undertake an investigation of the causes for escala-
tion in costs of these projects. We have tried to form
a judgment on the progress of the projects with re-
ference to expenditure incurred so far in relation to
the revised estimates of the projects. Broadly speaking,
the existing terms of repayment of loans for multi-purpose
river valley projects, medium and major irrigation
schemes and power projects seem to be reasona-
ble. The terms provide for varying periods of mora-
torimm and sufficiently long periods of repayment.
Because of the long periods of moratorium provided
for some loans, the amounts actually falling due for
repayment in the Fifth Plan period are, in some cascs,
negligible though the total amount outstanding is
fairly large. Any proposals we may frame for consoli-
dating the loans for multi-purpose projects etc. and
staggering their repayment would result in an appre-
ciable increase in the instalments falling due for re-
payment in the Fifth Plan period. We have sought
to avoid this as far  as possible. But the States should
have really no cause for complaint even if there are
minor anomalies because our proposals taken as a
whole would provide them substantial rcli=f. Our
suggestions on how individual loans uader this cate-
gory can be dealt with are given below :—

ANDHRA PRADESH
Nagarjuna Sagar Project:
2. The terms of repayment seem to be fairly

liberal—-repayblz in 20 annwoal instalments from
the 21st year of the drawal of the loan. Some
of the loans for Nagarjuna Sagar Project had a
moratorium of 10 years and were made repayable in
20 years thereafter. The project, started in 1956, is
caring completion.  For purposss of administrative
conveniznce, all the cxisting loans under this head
may be consolidated and made repayable in 30 years
including a period ol moratorium of five years which
will cover the Fifth Plan period. This would mean
that the State would get relief in repayment during
the Fifth Plan period amounting to Rs. 7.76 crores
—but will have to make some larger repayments during
the subscquent Plan periods. But as a packags, the
course suggested should commend itself to the State
Government.

Tungabhadra Project:

3. The amount outstanding under this scheme
is Rs. 1.82 crores. Though the existing terms
of repayment Tor the project are fairly liberal,
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viz. moratorium for 10 years and  repayment
thereafter in 20 annual instalments, as the amouant
outstanding is only small, i.¢. Rs. 1.82 crores, it would
be convenient to add this amount to liabilities under
Block Loan and extend it the same treatment as Block
Loan.

Balimela Power Project:

4. As in the case of Tungabhadra Project the
amount outstanding may be merged  with Block Loan
and made repayable over 25 years with a moratorium
for two years.

BIHAR

(i) Damodar Valley Corporation:

5. Loans drawn up to 1962-63, from the inception of
the project in 1948-49, have on the average run z life of
12 years already. Likewise, loans drawn after 1962-63
have already run on an average 5 to 6 ycars. Keeping
this in view, it might suffice if all loans under this
category and outstanding at the end of 1973-74 are
consolidated and made repayable in 30 years with a
moratorium for the Fifth Plan period. This wouild
give Bihar reliel of Rs. 3.22 crores.

(il Kosi Projecr:

6. The  amount outstanding under this head
is Rs. 46.57 vcrores. The work on  Western
Kosi Canal s vyt to start. Having regard

to this and the relative debt burden of Bihar, all loans
under this head may be consolidated and made re-
payable in 30 years with a peried of grace for the Fifth
Plan period. This will provide the State relief to
the extent of Rs. 1.5 crores during the Fifth Plan
perioda

{iii} Gandak Project:

7. The lean outstanding under this head is
Rs. 36.38 crores. This pioject, though started
in 1960, is cxpected (o be completed only in
the Fifth Plan  pericd. Having regard to the

fact that the project is vet o be completed and the
present terms provide for repayment in 20 annual
instalments from 11th anniversary or in other words,
repayment is spread over 20 vears, we suggest that
all loans under this head may be bulked together and
made repayablz in 30 years. with moratorium for the
Fifth Plan period. This would give the State rclief
to the cxtent of Rs. [.7] crores for the forecast period.

(iv) Tenughat Project:

8. Though the project s intended to supply
waler to Bokare, we cannot accept the  argu-
ment of the Siate Government that the lability

should be taken over entirely by the Central Govern-
ment. {t is generally recognised to be part of the State
Government’s  responsibility to provide ihe necessary
infrastructure facilities needed for Central and other
industrial projecis. If we coneede the request of
Bihar. we well be faced with similar requests from
other Srates alsa, The amount outstanding under



this head at the end of 1973-74 is Rs. 28.34 crores.
The present terms envisage repayment of these loans
in 15 to 17 annual instalments from the 8th anniver-
sary; or, in other words, the loans are repayable in
25 years. The project seems to have been taken up
in 1964 and the Joans would have had an average life
of 5 years by the end of 1973-74. Tt would suffice
if all loans outstanding under this head are consoli-
dated and made repayable in a period of 30 years with
a period of grace of 5 years. The State will then not
have to repay any amount during the Fifth  Plan
period and would thus secure a relief of Rs. 7.67 crores.

(v} Sone High Canal:

9, It -is seen that the work on this project
was taken up in 1968-69  or so, ie, just
before thé¢ commencement of the Fourth Plan.
when the system of Block Loan came into existence.
1t would, therefore, be appropriate to merge the amount
outstanding under this head, viz. Rs. 70 lakhs with
the Block Loan for Fourth Plan schemes -and make
it repayable in 25 years as proposed elsewhere. No
doubt- this- may increase  marginally the loan
repayment liability during the Fifth Plan period.
Bui, as Bihar would in terms of other proposals, be
getting adequate . debt relief, the addition of about
Rs. 14 lakhs (one fifth of Rs. 70 lakhs outstanding)
to the repayment liability should not pose any serious
difficulty.

{(vi) Patratu Power Station:

_10. The amount outstanding at the end of 1973-74
is Rs. 38 lakhs only. As in the case of loan for Sone
High Canal, the amount outstanding may be a merged
with Block Loan and made repayable in 25 years.

(viiy Other. Schemes:

11. An  amount of Rs. 20 Ilakhs in. respect

of  other Irrigation and Power Schemes would
be outstanding at the end of 1973-74 of which
Rs. 10 lakhs would fall due for repayment.. The

amounts outstanding under these.schemes may be
merged with Miscellaneous Development Loan and
made repayable in 20 years,

GUJARAT
(i) Nagarjuna Sagar Project: :

12. The amount outstanding under this head is only
Rs. 8lakhs. This amount may be merged with
Block Loan and made repayable in 15 instalments.

(ii) Koyna Project:

13. All loans under this head may be consolidated
and made repayable in 20 years. The same terms are
proposed for Maharashtra. Total relief to the State
over the Fifth Plan period would be marginal.

(iii) Ukai Power Project:

- 14, The loan outstanding under this head
is Rs. 25.74 «crores and the project is ex-
pected to be completed only during the Fifth

Plan period. The existing terms of loans envisage
repayment in 17 annual instalments with a morato-
rium for 8§ years. The amount falling due for repay-
ment in the Fifth Plan period is small, viz. Rs. 3.01
crores only. We recommend consolidation of the
loans at the end of 1973-74 into one loan repayable
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in 25 years from 1974-75. This would no  doubt
increase the repayment liability of the State during the
Fifth Plan period but considering the amount of relief
to the State under other heads, this should not cause
any undue concern.

(iv) Other Schemes:

15. An amount of Rs. 22 lakhs
‘other’ schemes would be outstanding at the
end of 1973-74. Of this Rs. 10 lakhs are
expected to fall due for repayment over the Fifth
Plan period. We recommend that these amounts may
be merged with Miscellaneous Development Loan
and made repayable in 15 instalments.

HARYANA

in respect of

(i) Beas Projeci:

16. This project started in 1961-62 1is expected
to be completed only during the Fifth Plan
period. The. existing ~terms of the loan drawn
uplo 1969-70 provide for repayment in 25 years with
a moratorium of 8 vyears. The loans would have
had a currency on the average of 6 years by the end of
1973-74. Having regard to this, it may suffice if all
the loans under this head are consolidated and made
repayable in 30 years with a meratorium of 5 years.
This would give Haryana a relief of the order of
Rs. 6.05 crores, Punjab to the extent of Rs. 6.55 crores
and Rajasthan Rs. 7.95 crores in the Fifth Plan period.
Tt should be distinctly understood that our
recommendations are -confined to loans given prior
to 1969-70—the project has been financed since 1969-70
through Block Loan for which we have recommended
suitable terms of repayment elsewhere—nor will our
recommendations apply to the further loans likely to
beneeded by the project during the Fifth Plan.

(iiy Bhakra Nangal Project:

17. These loans are repayable in one lump sum after
15 years of thedrawal of the loan. In view of the fact
thaf the project has already been completed, it may not
be necessary to provide for any softening of the terms.
The repayment liability during the Fifth Plan period is
fairly large, viz., Rs. 18.61 crores. But since Punjab
and Haryana have fully amortised these loans in the
past, the repayment of these loans should not pose
any problem.

(iti) Gurgaon Canal Project:

18. The amount out standing under this head is
Rs. 57 lakhs omnly of which only Rs. 2 lakhs are
repayable during the Fifth Plan period. The amount
outstanding may be merged with Block Loan and
made repayable in 25 years.

(iv) Delhi Thermal Station:

19. The amount outstanding under this head is
Rs. 1.62 crores only of which Rs, 49 lakhs are
repayable over the Fifth Plan period. The amount
outstanding may be merged with Block Loan and
made repayable in 25 years.

(v) Bhakra Right Bank Power Projeci:

20. The existing terms stipulate repayment in 20
years with a moratorium for 5 years. The project
has been completed. The loan may be merged with
Block Loan and made repayable in 25 years.

u



KERALA
(i) Vaigai Project :

21. The amount outstanding under this head is
Rs. 11 lakhs only which may be merged with Block

Loan and made repayable in 25 years.

(it) Tddikki Hydel Project

22. This project, cstimated to cost R 08
crores, was started in 1963 and is expected o
be completed in the Fourth  Plan period. A

significant part of the cost of this project has been
fimanced in the Fourth Plan period through Block
Loan. It will, therefore, be appropriale if the amount
outstanding at the end of 1973-74 on these loans. viz.
Rs. 12.88 crores, is added to the Bleck Loan of the
State and made repayable in 25 years along with other

Block Loans,
(iity Other Schemes :

33, Quistanding loans in respect of other specific
irrication and power schemes amounting to Rs. 60
lakl» may be merged with Miscellaneous Develop-
ment Loan and made repayable in 20 years.

MADHYA PRADESH

(iy Chambal Project .

24, This project has been financed by loans, the
terms of repayment of which vary widely de-
pending upon the period when they were drawn,
The amount outstanding at the end of 1973-74
is fairly large, viz., Rs. 55.87 crores, and the amount
falling due for repayment in the Fifth Plan period is
Rs. 9.47 croves. At the same time, this project, which
was staried in 1954, has now been completed and all
the five units have been commissioned. Having regard
to this, it might suffice if all the loans for this project
are consolidated and made repayable in 30 years with
a period of grace of 5 years. This would mean that
no repayment will fall due in the Fifth Plan period
and the State would get relief of Rs. 9.47 crores.

(il) Satpurd Thermal Station :

95. This project was completed in  1969-70.
Of the total cost of the project of Rs. 39
crores, only Rs. 383 crores would Dbe out-

1973.74. We recommend

standing at the end of _
that the amount outstanding under this head may be

added to the Block Loans, In terms of the formula
recommended by us all Block Loans outstanding at
{he end of 1973-74 would be repayable in 20 years

in the case of Madhya Pradesh.

(iii) Bagh Project :
amount outstanding under this head

26. The c
is Rs. 52 lakhs, the amount falling due for
repayment  in  the Fifth Plan period is only

Rs. 1 lakh. We recommend that it may bc merged
with Block Loan for Plan schemes.

(iv) Kharkhera Project -
27. As in the case of loans for Satpura and Bagh
the amount outstanding under this head may be

projects, g
ith Block Loan and made repayable in 20 years.

merged w
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(v} Other Schemes :

78, State Government has indicated a loan
of Rs. 92 lakhs in respect of ‘arrear pay-
ments on power schemes in the State Plan’. Amount
falling due for repayment is Rs. 25 lakhs. We recom-
mend that the ouvtstanding amount may be merged
with Miscellaneous Development Loan and made

repayable in 15 instalments.

MAHARASHTRA

(i) Nagarjuna Sagar Project :

20. The amount outstanding under this head is
only Rs. 16 lakhs and the amount falling due for
repayment in the Fifth Plan period is negligible. The
amounts outstanding may be merged with Block Loan.

(i) Koyna Project :

30. The amount outstanding under this head
at the end of 197374 is Rs. 28.53 crores
while the amount falling due for repayment in
the Fifth Plan period is Rs. 7.60 crores. The terms,
as now in force, envisage repayment in 20 years while
the period of moratorium varies. Stage I and Stage Il
of the project have already been completed. Having
regard to the overall position on capital account, it
would suffice if all the loans under this head are con-
solidated and made repayable over a period of 20 years.

(iii) Bagh Project :

31. The amount outstanding under this head is
only Rs. 1.2 crores of which Rs. | lakh is repayable
in the Fifth Plan period. The amount outstanding may
be merged with Block Loan for Stats Plan.

(iv) Tarapore Power Project:

39, The amount outstanding is Rs. 40 lakhs only
out of which Rs. 25 lakhs would fall due for
repayment over the Fifth Plan. The amount outstand-
ing may be merged, with Block Loan.

(v) Other power schemes :

13, Qutstanding amount of Rs. 1.82 crores may
be merged with Miscellancous Development Loan.

MYSORE

(i) Koyna and Nagarjuna Sagar Projects.

34, Having regard to the comparatively small
amounts outstanding under this head, these may be
merged with Block Loan.

(ii) Ghatprabha Irrigation Prajects .

35. The amount outstanding is Rs. 8.20 crores and
the amount falling due is Rs. 0.51 crore over the
period 1974-79. The loans outstanding may be
consolidated and made repayable in 30 years with a
period of grace of § years, The State will then get reliel
to the extent of Rs. 51 lakhs during the Fifth Plan

period.



_ ORISSA
(t) Hirakud Project :

36. We propose no change in the terms of
repayment of loans for Stage 1 of the Project.
For Stage II, it will be appropriate to prescribe
the same terms as suggested for Damodar Valley
Corporation; in other words, all loans may be con-
solidated and made repayable in 30 years with a period
of grace of 5 years. This would give them relief to the
extent of Rs. 3.57 crores during the Fifth Plan period.

(il) Delta Irrigation and Salandi Irrigation :

37. The amount outstanding under this head may
be added to the Block Loan for State Plan schemes.

(iti) Balimela Power Project :

38. Though this project was taken up in 1961-62
and financed upto 1969 through specific loans, it has
been financed since then through Block Loan for
Plan schemes. It will, therefore, be appropriate to
merge the amount outstanding under this head
with Block Loan for State Plan schemes. As
recommended separately, Block Loans in the case of
Orissa may be made repayable in 30 years.

(iv) Other Power Schemes :

39, The amount outstanding may be merged
with Miscellaneous Development Loan and made
repayable in 25 years.

PUNJAB

(i) Bhakra Nangal Project :

40. As indicated under Haryana, no revision in
terms of repayment is necessary as the project has
been completed.

(i) Beas Project :

41, The outstanding loans drawn upto 31-3-1969
may be consolidated and made repayable over 30
years with a period of grace of 5 years, ¢.g. the same
terms and conditions as in the case of Haryana.
Relief to Punjab on this basis would be Rs. 6.55
crores.

(i) Harika Project :
42, The amount outstanding under this head is

very small, being only Rs. 31 lakhs, This may be
merged with Block Loan.

(v} Bhakra Right Bank Power Project :

43, This project has been completed. In view of the fact
that Punjab would even otherwise have a non-Plan capital
surplus, there does not appear to be strong justification
for further softening of the terms. However, in the
interest of administrative convenience, all the loans
outstanding under this head may be consolidated and
made repayable in 15 vears like Block Loan.

RAJASTHAN
(i) Beas Project :

44, The formula suggested for Haryana and
Punjab, viz. pericd of repayment of 30 years with
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a grace for the Fifth Plan period, may be applied to
Rajasthan too in regard to loans drawn upto 31-3-1969,
This would give them relief to the extent of Rs, 7.95
crores during the Fifth Plan period.

(iify Bhakra Nangul Project :

45, Though the relative economic position of
Rajasthan and its non-Plan capital gap would justify
differential treatment, we may leave the terms as
they are as the project has already been completed.
Rajasthan will be getting substantial relief under
other heads, more particularly under special accommo-
dation loans and overdraft loans and as such there
is no strong case for reiief in respect of this project.

(iii) Chambal Project :

46. The formula suggested in the case of Madhya
Pradesh, viz. repayment in 30 years with a moratorium
for the Fifth Plan may be applied here also. This
would give Rajasthan relief to the extent of Rs. 8.86
crores during the Fifth Plan Pericd.

{(iv) Ragjasthan Canal :

47. The project, which was started in 1958, is
yet to be completed. The amount outstanding under
this head is Rs. 55.04 crores and the amount falling
due for repayment in the Fifth Plan period is Rs. 8.49
crores. Having regard to this and the relative
cconomic position of Rajasthan, we recommend that
all loans outstanding under this head may be conso-
lidated and made repayable in 30 years with a period
of grace of 5 years.

(v) Gurgaon Canal :

48. The amount outstanding under this head and
thz amount falling due for repayment in the Fifth
Plan period are small. The outstanding amount
may be merged with Block Loan.

(vi) Satpura Thermal Project :

49. The outstanding amount may be added to the
Block Loan for Plan schemes as proposed for Madhya
Pradesh for the same project.

UTTAR PRADESH

(i} Rihand Dam Project :

50. The amount outstanding under this head
is Rs. 25.25 crores while the amount falling due for
repayment during the Fifth Plan period is Rs. 6.55
crores. The project, which was started in 1952-53,
has also been brought to beneficial use. Undsar the
existing terms the loans are generally repayable in 30
years with a moratorium of 10 years. It is re-
commended that the outstanding loans are aggregated
and made repayable in 30 years with a period of grace
for the Fifth Plan Period.

(ii) Gandak Project :

51. We opropose the sams terms as for Bihar
for this project, vtz., repayment in 30 years witha
period of grace for 5 years.



(iiiy Ramganga Project :

52. The amount outstanding at the end of 1973
is Rs. 21.21 crores while the amount falling due
for repayment in the Fifth Plan period is Rs. 2.55
crores. The loan is repayable in 25 years with a
moratorium of 8§ years. We may provide for the
consolidation of these loans and their repayment in
30 years with a period of grace of 5 years. This will
give the State relief to the extent of Rs. 2.53 crores in
the Fifth Plan peried.

WEST BENGAL

(i) Damodar Velley Corporation :
53. The formula suggested in the casc of Bihar

might apply. The outstanding amount may be
made tepayable in 30 years with a period of grace
for 5 years.

(ii) Kangsabati Project :

54. Though the cost of this project is estimated at
Rs. 46 crores and it will be completed only by the end
of 1973-74, the loan outstanding is only Rs. 7.72
crores. It is suggested that the outstanding loans
are consolidated and made repayablein 30 ycars with
a period of grace of 5 years during the Fifth Plan
pericd. This will give the State relief to the tune
of Rs. 1.06 crores during the Fifth Plan period.

\iit) Other power schemes :

55. The outstanding amounis may be merged
with Miscellaneous  Development  Loan  and made
repayable in 15 years.

56. Based on the rccommendations made in the
preceding patagraphs, debt relizt in respect of various
Irrigation and Power projects, including Multi-pur-
pose River Valley Projucts would be as shown bzlow -

Stales {Rs. hikhs)

1. Andhra Pradesh 792
2. Assam —_
3. Bihar 1,431
4, Gujarat 204
5. Haryana . 647
6. Himachal Pradesh o
7. Jammu & Kashmir —
8. Kerala 143
9. Mudhya Prodesh 1,022
f0. Maharashtra 13
f1. Manipur —
12, Meghalaya _
13. Mysore 49
14. Nagaland _
15, Orissa 484
16. Punjab 667
17. Rajasthan 2,674
18. Tamil Nadu . —_
19. Tripura —
20, Uttar Pradesh 964
21. West Bengal . 312

Toral
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V ANNEXURE 1

Special acconmodation Loans® released to States during 1969-70 to 1972-73 and the estimated Non-plan Gaps in 1973-74.,

(Rs. crores)

Slaie Estima- 69-70 70-71 71-72 72-73 Total 73-74  Estimated
led gap Acllss, Acotts, Acctts, Accits, 69-73 B.E. non-
in resour- Acctts. Plan
ces during gaps in
the period 73-74**
1969-74
£
(1) (2} 3 ) (6] (6) ) (8) )]
. Andhra Pradesh . . . . 11.50 21.71 24.82 — — 46.53 — —_
. Assam . . . . . . 115,00 48,54 25.41 16.49 16,350 106.947 8.06 18.69
. Himachal Pradesh . . . . — — — —_ 6.15 6.15 7,76 9,98
. Jammu & Kashmir . . . . 97.66 56.92 6.43 42 86 7.29 113,50 8.35 29,77
. Kerala . . . . . . 67.78 17.88 17.30 8.61 13.00 56.79 7.49 22.55
. Madbya Pradesh . . . . 34.75 1.50 — — — 1.50 — —_
. Manipar . . . . . . — — — — — e — 2.99
. Meghalaya . . . . . — — 0.20 — 4.60 4.80% 2.64 2.64
. Mysore . . . . . . 105.22 15.60 18.05 12.07 11.50 57.22 9.46 16.50
. Orissa . . . . . . 155.00 28.78 26.38 20.21 38.80 114.17 35.52 35,52
. Rajasthan . . . . . 135.32 60.41 22,65 24.06 20.26 127.38 14.49 27.37
. Tamil Nadu . R . . . — 7.00 — _ - 7.00 — -—
, West Bengal 73.00 6.16 25.41 — 16.09 47.66 25.29 38.29
TortaL . . . . . 795.23 264.50 166.65 124.30 134.19 639.64 119.06 204.30

*The figures of special accommodation loans are as certified by Statc Accountants General.

£As worked out at the time of the finalisation of the Fourth Plan,

**As worked out during discussions in the Planning Commission o Annual Plan for 1973-74.

TOf this Rs. 2 crores is allocable to Meghalaya.

1Excluding Rs. 2 crores in respect of loan obtained by the composite Assam.
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CHAPTER XVIIL

SUMMARY OF RECOMMENDATIONS

Our recommendations to the President in regard

1o devolution of taxes and grants-in-aid of the revenucs
of the States arc sct out below.—

I. Income-tax :

In respect of distribution of the net procecds of

income-tax in cach of the financial years from 1974-

75 to

1978-79:

(1) Out of the net proceeds of taxes on income

in each financial year, a sum equal to 1.79
per cent thereof be deemed to represent the
proceeds attributable to Union Territorics;

(2) the percentage of the nct proceeds of taxes

on incomec, cxcept the portion representing
the proceeds attributable to Union Territo-
ries, to be assigned to the States, should be
cighty:

(3) the distribution among the States jnler se

of the share assigned to the States in respect
of each financial year should be on the basis
of the following porcentages :

State

Percentage
1. Andhra Pradesh . . . . . . 7.76
2, Assam . 2.54
3. Bihar 9,61
4. Gujarat 555
S. Haryana . 1.77
6. Himachal Pradesh . 0.60
7. Jammu & Kashmir 0.81
8. Karnataka 5.33
9, Kerala . 3.92
10. Madhya Pradesh 7.30
11. Maharashira 11.05
12. Manipur 0.18
13. Meghalaya 0.18
14. Nagaland 0.09
£5. Orissa 3.73
16. Punjab . 2.75
17. Rajasthan 4.50
18. Tamil Nadu . 7.94
19. Tripura. 0.27
20. Uttar Pradesh 15.23
21. West Bengal . 8.89
TFotal 140.00

i[. Union Excise Duties

{a) During cach of the years 1974-75 and

! 1975-7
a sum equivalent to 20 (twenty) per cent o

the nat proceeds of Union duties of excise on
all articles lovied and collected in that vear,
excluding auxiliary duti:s of cxcise and cesses
levied wunder special Acts and earmarked
for special purposes, should be paid out of
the Consolidated Fund of India to the States;

(M during the years 1976-77, 1977-78 and 1978-79

o sum equivalent to 20 (twenty) per cent of
the net proceeds of Union dutics of excise on
all articles levied and collected in the respective
year, including auxiliary duties of excise,
but excluding cesses levicd under spectal Acts
and earmarked for special purposes, should
be paid out of the Consolidated Fund of
India to the States; and

(c) the distribution among the Siates of the sum

pavable to the States in respect of cach
financial year should be made on the basis
of the following percentages:—-

State Percentage
i. Andhra Pradesh 8.16
2. Assam . 2.7
3. Bihar 11.47
4, Gujarat 4.57
5. Haryana . 1.53
6. Himachal Pradesh . 0.63
7. Jammu & Kashmir 0.90
4, Karnataka 5.45
9. Kerala 31.86
10. Madhya Pradesh 8.15
[1. Maharashira 8.58
12, Manipur 0.21
13, Meghalaya 0.19
£4. Nagaland 0.11
i5. Orissa 4.06
16. Punjah 1.87
17. Rajasthan 5.00
18. Tamil Nadu . 7.43
19, Tripura 0.30
20. Uttar Pradesh 17.03
21. West Bengal . 7.79

Total . . . . . . . 100.00

IIL. Additional Dutics of Excise:

(1) There is no aced to set apart any guaranteed

amounts Lo the States a5 in our opinion there is no
risk of the share of any Statc 10 the net proceeds of
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additional excise duties falling short of the revenue
realised from the levy of the sales tax on the commodi-
ties subject to additional duties of excise in leu of
sales tax for the financial year 1956-57 in that State;

(2) the nct proceeds of the -additional excise duties
during each financial year be distributed on the follow-
ing basis —

(@) A sum equal to 1.41 per cent of such net pro-
ceeds be retained by the Union as attributable
to Union Territories;

(b) the balance of 98.59 per cent of such net
proceeds be distributed among the States in
agcordance with their respective percentage
shares of such balance as under:—

Pereen-
State tage of
distri-
bution
1. Andhra Pradesh .39
2. Assam . 47
3. Bihar 36
4, Gujarat 9
5. Harvana . . .94
6. Himachal Pradesh . 59
7. Jammu & Kashmir .73
8. Karnataka .62
9, Kerala . 58
10. Madhya Pradesh 98
11. Maharashtra 11.65
12. Manipur

13. Meghalaya

14. Nagaland 08
15, Orissa 59
16. Punjab 68

17. Rajasthan .
18, Tamil Nadu .
19. Tripura. .
20. Uttar Pradesh
21. West Bengal .

Total . . . . . . . 100.00

,_.
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IV. Grant in lieu of tax on Railway Passenger Fares :

The grant to be made available to the States in lien
of tax under the repealed Railway Passenger  Fares
Tax Act, 1957 be distributed among the States as
under:—

Percent-
State age
share

1. Andhra Pradesh . . . . . . 8.01
2. Assam . . . . . . 2.70
3. Bihar 10.58
4. Gujarat 7.47
5. Haryana . . 2.37
6. Himachal Pradesh 0.17
7. Jammu & Kashmir 0.02
4. Karnataka . 3.47
9. Kerala . . . . . . . . i.61
10. Madhya Pradesh . . . . . . 9.89
11. Maharashtra . . . . . . 8.87
12. Manipur . . . . . . ..
13. Meghalaya . . . . . . -
14. Nagaland . . . . . . . 0.01
15. Orissa . . . . . . . 2.24
16. Punjab . . . . . . . 5.06
17. Rajasthan . . . . . . . 6.59
18. Tamil Nadu . . . . . . . 5.14
19. Tripura. . . . ; . . . 0.02
20. Uttar Pradesh . . . . . . 19.85
21. West Bengal . . . . . . . 5.73

Total . . . . . . . 100.00
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V. Estate Duty :

(1) Qut of the net proceeds of the estate duty in
cach financial year, a sumequal to 2.5 per cent thereof
be retained by the Union as being the proceeds attri-

butable to Union Territorics; and

(2) the balance of net proceeds be distributed among
the States in accordance with the following principles;

(a) Such balance be first apportioned between
immovable property and other property in
the ratio of the gross value of all such pro-
perties brought into assessment in that year;

(b) the sum thus apportioned te immovable
property be distributed among the States in
proportion to the gross value of the immovable
property located in each State and brought
into assessment in that year; and

(c) the sum apportioned to property other than
immovable property be distributed among
the States in proportion to the population
of each state, namely:

State Percentage

1. Andhra Pradesh . . . . . . 3.04

2. Assam . . . . . . . 2.70

3. Bihar . . . . . . . 10.41

4. Gujarat . . . . . . . 4.93

5. Haryana , . . . . . . 1.86

6. Himachal Pradesh . . . . R 0.64

7. Jammu and Kashmir . . . . . 0.85

& Karnataka | . . . . . . 5.41

9. Kerala . . . . . . . 3.94

10. Madhya Pradesh . . . . . . 7.70
11. Maharashtra . . . . . . 9.31
12. Manipur . . . . . . . 0.20
13. Meghalaya . . . . . . . 0.19
14. Nagaland . . . . . . . 0.10
15. Orissa . . . . . . . 4.05
16, Punjab . . . . . . . 2.50
17. Rajasthan . . . . . . . 4.76
18. Tamil Nadu . . . . . . . 7.61
19. Tripura . . . . . . . 0.29
20. Uttar Pradesh . . . . . . 16.32
21. West Bengal . . . . . . . 8.19
Total . . . . . . 100.00

V1. Grant on account of wealth tax on agricultural
property 3
The grant to be made available to the States be
distributed among the States in proportion to the value
of agricultural property located in each State and
brought into assesament in each year.

VTII. Grants-in-aids :

The following States be paid the sums specified
against each of them as granis-in-aid of their revenues
in the respective years indicated in the table below,
under the substantive part of Clause (1} of Article 275
of the Constitution ;—

B 3
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{Rs, crores)

Grants in-aid to be paid in

1978-79

9.0

Yotak
amount to e e - .
Stiite be paid in 1974-75 1975-76 1976-77 1677-78
the five
vears
1. Andhra Pradesh 205.93 4783 3.4 41.89 19.45
2. Assam 234 .53 49 66 51.33 50.60 51.35
3. Bihar 106.28 18.78 23.92 JF.12 21.53
4. Himachal Pradesh 160.96 31.72 12.02 3218 32.42
5. Jammu & Kashmir 173.49 34.57 34.65 34.73 34,83
6. Kerala 208.93 43 .85 43 .46 41.19 40.92
7. Manipur 114.53 21.05 21.97 22.85 23,84
8. Meghalaya 74.67 13.61 14.23 14.90 15.63
9. Nagaland 128.84 23.77 24.68 25.72 26.77
10. Orissa 304 .73 56.97 60.11 61.C0 62.56
11, Rajasthan 230.53 49.30 48.57 46.05 44.30
12, Tripora 112.50 20.66 21.53 22.44 23.45
13, Ultar Pradesh 198 .83 21.61 3.9 19.23 4910
14. West Bengal 234.86 53.29 49.27 46.57 44 .55
Total 2509.61 4R1.67 503.12 500.44 510.70
OUR RECOIMENDATIONS ON OTHER TERMS e e
OF REFERENCE State

I. Financing of Relief Expenditure

In the light of our analysis of the advantages and
disadvantages of the establishment of a National Fund,
and the views cxpressed by the State Governments
we have concluded that the establishinent of a National
Fund, fed by Central and State contributions. is neither
feasible nor desirable. At the  same time the
present arrangements for providing assistance to the
States for meeting expenditare on relief operations
need to be completely overhauled. Detailed pro-
grammes of both medium  and long term sig,r_uﬁcance
for permanent Improvement of the areas tiable to
drought and flood should be drawi up with the atmost
argency and these programmes fully integrated with
the Plan. We strongly irze that instead of incurring
exrenditure on relicf on @/ foe basis on schemes of
dubious value, provision should be made on a much
lnrger seale for development of drought and flood-
prone areas in the Fifth Plan both in the Stale and
Central sectors. Any assistance which is provided
to the States for purposes of relief in this maneer would
be subject to the overall ceiling of Central assistance
for the Plan perind o5 a whole, At the wame time
we feel that the provision of a reasonable margin in
the forecasts of State expenditurc should be constdered
as o legitimate charge on the reveaue accounts ol
fhe States.  We recommend the follrwing annual pro-
visions under <64 --Famine Reliel™ for different States.

§/19 M of Fin/73—§5.

.- -Andhr; Prachﬂh
. Assam

. Bihar

. Gujarat

. Haryana
Himachal Pradesh

. Jammu & Kashmir

., Karnataka

. Kerala

. Madhya Pradesh
. Maharashtra

. Manipur

. Meghataya

. Nagaland

. Orissa

. Punjab

. Rajasthan

. Tamil Nadu .

. Tripura

20, Uttar Pradesh

. West Bengal .

o
—

o W o 22 aw o

—
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P
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0.07
2,18
6.61



We have taken these figures into account in arriving
at the grants, if any, needed by the States under Article
275 of the Constitution.

II. Changes in the terms of repayment of Central Loans

We have made an assessmeat of the non-Plan capital
gap of the States on uniform and comparable basis for
the five years ending with 1978-79. The methodology
adopted by us and the State-wise non-Plan capital gaps
as assessed by us are indicated in Chapter XVI. In
the light of this assessment, we have made a general
review of the States’ debt position with particular
reference to the Central loans advanced to them and
likely to be outstanding as at the end of 1973-74 and
have recommended chauges in the existing terms
of repayment having regard to all rclevant factors
including the overall non-Plan gaps of the States,
their refative position, the purposes for which the loans
have been utilised and the requirements of the Centre.
Our proposals for consolidation of outstanding Central
loans and revision of their terms of repayment are
estimated to ensure relief in the amount falling due for
repayment by the States to the Centre over the period

New Delhi
October 28, 1973.
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1974-—79 as under :—

— !
— OO WIS W |

State

. Andhra Pradesh

Assam
Bihar

. Gujarat

Haryana

. Himachal Pradesh
. Jammu & Kashmir
. Karnataka

. Kerala .

. Madhya Pradesh

. Maharashtra

. Manipur

. Meghalaya

. Nagaland

. Orissa

. Punjab

. Rajasthan

. Tamil Nadu .

. Tripura .

. Utiar Pradesh

. West Bengal .

Total

(Rs. crores)
Estimated relief in
repayment of loans
to Government of
India during Fifth
Plan period on the
basis of our pro-

posals

191.20
162.49
133.35
36.25
33.14
34,57
133.43
127.04
109.77
87.16
66.58

1969.62

K. Brahmananda Reddi
Chairman

B. S. Minhas

MembkFer

S. A, Masud
Member

T. 8. Gulati
Membcr

G. Ramachandran
Member-Secretary



APPENDIX !

Provisions of the Constitution having a bearing an the worl uf the Firance Corunission

Arlicle 268-—

(1) Such stamp duties and such duties of excise vn medicinal
and toilet preparations as are mentioned in the Union List shall

be Tevied by the Government of India but shall be collected—--

(a) in the case where such duties are levieble within uny
Union territory, by the Government of India, and

(b} in other cuses, by the States withia which such duties
are respectively leviable.

e The proceeds in any financial year of any such duty le-
viable within any State shali not form part of the Consolidated
Fund of India, but shalf be auwsignad (o that State.

Atticle 269—

(1) The following duties and taxes shall be levied and collect-
ed by the Government of India but shall be assigned to the States
in the manner provided in clause (2), namely —

(ay duties in respect of succession to property other than
agricultural [and;

(b Jcstzato: duty in respect of propety other than agricultural
and;

—

{c

terminal taxes on goods or passengers carried by rait-
way, sea or air;

(d) taxes on railway fares and freights:

(¢) taxes other than stamp duties on transaclions in stock-
exchanges and futures imarkets;

("1 taxes on the sale or purchase of newspapers and on
advertisements published therein:

(g} axes on the safe or purchase o goods other than News-

papers, where such sale or purchase takes place in the
course of inter-Siate trade or coinmerce,

(2} The net proceeds in any financial year of any stuch duty
or {ax, cxcepl in so far as those procesds represeit proceeds
attributable to Union territories, shall not forra part of the Comn-
soli_date:‘! Fund of India, but shall be assigred to the States w‘/th1i|-1
which 1hat duly or tax is leviable in thar vear, and shgl] bcldis‘-
tributad among those States in accordance with such brirﬁcipk‘"
of distribution as may be formulated by Parliament by law '

_(3) Parliament may by law formulate principles for detes-
mining when a sale or purchase of goods takes place in tipe
course of inter-State trade or commerce, T

Article 270—

(1) Taxes on income other than agricult i ]
T ural incone sh
bef jgwcu and fcol[{cjc!g:d by the Government of india and distribt?til
ed between the Union and the States in the m: ided
o petween anner provided

(2) Such percentage, as may be rescribe
ceeds in any financial year of ayny 51{3:]1 t:ixi,J c(:l('c;ftih? gf:)CLa[:rj:)-‘
those proceeds represent proceeds aitributable to Unikonllt“rx(}"
tories or to taxes payable in respect of Union emoluments, she lI
nol form part of the Consolidated Fy. nd of India, but E'h::lll
be assigned (o the States within which that fux is lcviéh'eu' qth‘1 !
vear, a2l shall be distributed among these States in sy h Dnmar
and from such time as may be nrescribed. T e manner

(3) Foi 1he purposes of clause (2), in each financial yaer
such perceniage as may be prescribed ol so much of the et pro-
ceeds of taxes on incume as does not represent the net proceeds
of taxes payabic in respect of Union enseluments shall be deemed
o represent prowseds attriputable 1o Union territorizs!

(4) Inthisarticle—
(a) “taxs onincome” does not include a corporation tax:
(h) “preseribed™ means——

(1) unril a Finance {ommission has been constituted,
preseribed by the Presicfent by (rder, and

(i) after a Finance Commission has been constituted,
prescrib:ed by the President by Order afler consider-
ing the recommendations of the Finance Commis-
5100

{¢) “Union emolumenis” includes all emoluments and pen-
stons payabie out of the Consolidalcd Fund of India in
respect of wlich income-tax is chargesbis,

Article 271 —

Notwith=tanding anything in articles 269 and 270, Parlia-
ment may al any tnw: increase any of the duties or taxes referred
to in thse articles by a surcharge for purposes of the Union
and the “vhole procecds of any such surcharge shatl form part
of the Comsolidatvd Fund of India.

Article 272—

Union dutics of excise other than such duties of excise on
medicinal wind toilel preparas wis 08 are mentioned in the Union
List sh i he levied and eollecied by the Governmeni of [ndia,
but, if 2arlinnent by law so provides, there shall be paid ow of
the Con-olidated Tund of India 1ot States 10 which the Taw
imnosing the duly oxdtends suns cquivalent to the whole or any
part of “he nep oo oreds of that duty, and those sums shall be
disiribine oew s Stales in accordance with such princi-
ples of

Jistribution as oney b formudated by such law,

Article 27—

{1y o izl or amendiment which inposes or varies any tax
or duty in which Stares ae interesied, or which varies the meaning
of the capression “agricuilural income™ as «efined for the pu-
poses of the enactments relating to Indian income-tax, or which
affects the principles on which under any of the foregoing pro-
visions of this Chapter moneys 2te or may be distributable to
States, +u which imposes any such surcharge for the purposes of
the Union as is mentioned in the foregoing piovisions of this
Chapter, shall be introduccd or moved in either House of Par-
Hament oxcept on the reconmmendations of the President.

the expression “rax or duty in which States

medinst—

£2} kn this articl=,

inls ™

3 a lax or duty the whole or part of the net
wheroof are assigned to any State; or

are
proceeds

(M awax or duty by reference to the net proceeds whereof
surns are for the time being pavable outl of the Conso-
lidated Fund of India to any State.

Articls 275--

(1) Such sumi as Puliament may by faw provide shall be
charg2d on the Consolidated Fund of India in each year as grants-
in-aid of the revenues of such States as Pariiament may deter-
mine to be in need of assistance, and different sums may be
fixed for different States @



Provided that there shall be paid out of the Consolidaled
Fund of India as grants-in-aid of the revenues of a State such
capital and recurring sums as may be necessary to nable that
State to meet the costs of such schemes of development as may
be undertaken by the State with the approval of the Govern-
ment of India for the purpose of promoting the welfare of the
Scheduled Tribes in that State or raising the leve! of adminis-
tration of the Scheduled Areas theicin 1o thar of the adminis-
tration of the rest of the areas of that State :

Provided further that there shall be paid out of the Consoli-
daied Fund of India as grants-in-aid of the reveaues oi the State
of Assam sums, capital and recurting equivalent to—

(a) the average excess of <xpenditur: over the revenues
duting the two yzats immediately preceding th2 com-
mencement of this Constitution in respect of the ad-
ministraiion of the itribal areas specified 1 Part A of
the table appended 10 paragraph 20 of the Sixth Sche-
dule;and

the cost of such schemes of developmeni as may be
undertakzn by thai Staie with the approval of the Go-
vernment of India for the purpose of raising  ths level
of administration of ¢h2 said ateas to that of :h: adminis-
tration of the rest of the arcas of that Srate,

(b}

(2) Until provision is made by Patiizment under clause (1),
the powers conferred on Parliament under thet clanse <hall be
exercisable by the Pizsident by oider and any order made by
the President under this clause shall have effect subject to any
provision so made by Parliament :

Provided that after a Finance Commission has been consti-
tuted no order shall be made under this clause by the Presi-
dent except after considsring the recommendations of the Fi-
nance Commission.

Article 279 —

(1) In th: foregoing provisions of this Chapter, “net pro-
ceods’” means in relation to any 1ax or duty the proceeds thercof
reduced by the cost of collection, and for the puiposes of those
provisions the net procceds of any tax of duty, ot of any part
of any tax or duty, in or attributable to any area shall be as-
certained and certified by the Comptroller and Auditor-General
of India, whose certificatz shall be final,

(2} Subject as aforesaid, and to any other express pi ovision
of this Chapter, & law made by Parliament or an order of the
President may. in any case where under this Part the proceads
of aay duly or tax are, or may he, assigned to any State, pro-
vide for the manner in which the proceeds are to be calculated,
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for the tim: from or at which and the manner in which any pay-
ments are to be made, for the making of adjustments between
one financial year and another, and for any other incidental
or ancillary matters.

Article 280--

(1) The President shall, within two years from the com-
mencement of this Constitution and thereafter at the expira-
tion of every fifth year or at such eariier time as the President
considers necessary, by order constitute a Finance Commission
which shall consist of a Chairman and four other members to
be appointed by the President,

(2) Pariiament may by law determine the qualifications
which shall be requisite for appointment as members cof the
Commission and the manner in which they shall be selected.

(3) It shall be the duty of the Commission to make recom-
mendations to the President as to—

(a} the distribuiion between the Union and the States of
the net procecds of taxes which are to be, or may be,
divided between them under this chapter and the alloca-
tion between Lhe States of the respective shares of such
proceeds;

{b) the principles which should govern the grants-in-aid
of tlhe revenues of the States out of the Consolidated
Fund of India;

(¢) any other matter referred to the Commission by the
President in the interests of sound finance.

(4) The Commission shall determine their procedure and
shall have such powers in the performance of their functions
as Parliament may by law confet on them.

Avrticle 2B1-—

The President shall cause every recommendation made by
the Finance Commission under the provisions of this Consti-
tution together with an eaplanatory memorandum as to the
action taken thereon to be laid before each House of Parlia-
ment.

Article 282

The Union or a State may make any grants for any public
purpose, notwithstanding that the purpose is not one with res-
pect to which Parliament or the Legislature of the State, as  the
case may be, may make laws,



APPENDIX 1I

The Finanee Commission (Miscellaneots Provisions) Act,

1951, as Amended by

the Finance Commission \Miscellaneous

Provisions) Amendment Act No. XIII of 1955.

An  Act
o determine the qualifications requisite for appointment as

members of the Finance Comumission and the manner in whic!
they shall be selected, and to prescribe their powers.

BE it enacted by Pariiament as follows —

oL Sbort title.—This Act may be called the Finance Commis-
sion (Miscellaneous Provisions) Act, 1951

(Act XXXIII of 1951).

2 Definition.—In this Act, “‘the Commission” means the
Finance Commission constituted by the President pursuant
to clause (1) of article 280 of the Constitutipn.

3, Qualifications for appointment 3as, and the manper of
selection of members of the Commission.—The Chairman of
the Commission shall be selected from among persons who
have had experience in public affairs, and the four other members

shall be selected from among persons who

(a) are, or have been, or are qualified to be appointed as
Judges of 8 High Court; or

{(b) have special knowledge of the Finances and accounts
of the Government;

(c) have had wide experience in financial matters and in
administration ; or

(d) have special knowledge of economics.

4. Personal interest to disqualify members.—Before appoin-
ting & person to be a member of the Commission, the President
shall satisfy himself that that person will have no such financial
or other interest as is likely to affect prejudicially his functiona
as 2 member of the Commission ; and the President shall also
satisfy himself from time to time with respect to every member
of the Commission that he has no such interest and any person
who is, or whom the President proposes to appoint to be a mem-
ber of the Commission shall, whenever required by the Presi-
dent so to do, furnish to him such information as the President
considers necessary for the performance by him of his duties

under this section.

5. Disqualifications for being a member of the Commis-
slon.—A person shall be disqualified for being appointed as,

or for being a member of the Comnission—
{a) if he is of unsound mind ;

(b if he is an undischarged insolvent ;

(c) if he has been convicted of an offence involving moral
turpitude ; and

(d) if he has such financial or other interest as i likely to
affect prqjudicia!]y his functions as a member of the

Commission.,

6. Terms of office of members and eligibility for re-appoint-
ment.—Every member of the Commission shali hold office
for such period as may be provided for in the order of the Presi-
dent appointing him, but shall be eligible for re-appointment.

Provided that he may, by letter addressed to the President,
resign his office.

7. Conditions of service and salaries and allowances of
members.—The members of the Commission shail render
whole time or part time service to the Commission as the Presi-
dent may in each case specify and there shall be paid to the
members of the Commission such fees or salaries and such
allowances as the Central Government may, by rules made in

this behalf, determine.

8. Procedure and powers of the Commission.—(1) The
Commission shall determine their procedure and in the per-
formance of their functions shall have all the powers of a civil
court under the Code of Civil Procedure, 1908 (Act ¥V of 1908}
while trying a suit in respect of the following matters, namely:—

g the atiendance of witnesses ;
d

() summoning and enforcin
(b) requiring the production of any document ; an;
(c) requisitioning any public record from any court or
office.

(2) The Commission shall have power o require any person
to furnish information on such points or matters as in the
opinion of the Commission may be useful for, or relevant to,
any matter under the consideration of the Commission and any
person so required shall, notwithstanding anything contained
in sub-section (2) of section 54 of the Indian Income-tax Act,
1922, or in any other law for the time being in force be deemed
to be legally bound to furnish such information within the
meaning of section 176 of the Indian Penal Code,

The Commission shall be deemed to be a civil court for
the purposes of sections 480 and 482 of the Code of Criminal

Procedure, 1898 (Act V of 1898).

Explanation.—For the purposes of enforcing the _attenr_jance
of witnesses, the Jocal limits of the Commission’s jurisdiction
chall be the limits of the territory of India.
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Correspondence with Union anid Stare Fovernments

(1) Letter No. FC. Y1)-Ri72 dated the 17#h Julv, 1972 from
Stvi G, Rawachandran, Momber-Secretary, Finanee Com-
fission Lo Firance Secrotaries of all Sraros.

In Shri Dutt’s D.O. letter of even No. dated 28th March,
1972, the State Governments wers requested (o initiate necessary
action for the preparation of —

(1) State Government’s forecast of revenue and cxpendi‘ture
for the five vears 1974-75 to 1978-79 in the prescribed
proforma; and

(2) Memoranda on the various issues which are generally
referred to the Finance Commission such as for cxample,
princinles for distribution of—

(i) taxes on income other than Corporation tax;
(i} Basic and additional excise duties;

(i) Cstate duly on property other than agricultural
land;

{iv) Grantin lieu of the repealed tax on railway passenger
fares; and

(v) Grants in aid of revenues of the States out of con-
solidated fund of India.

2. T now send herewith copv of the Notification dated
28th June, 1972 containing the Presidential Order setting up
the Sixth Pinance Commisiicn, 11 will be seen that in addition
to matiers usually referred to the Vinanes Comnmissions, 1o
which a reference has been miade in Shri Dutt’s letter, the follow-
ing new items have also been referred to the Commission—

(i) Principles zoverning th: distribution among  States
of the grant to be made available to the States on
account of wealth-tax on agricultural property.

Assessment of the non-Plan capital gap of the States
on a uriform and comparable hasis for the five years
ending with 1978-79 und a review in the light of such
an assessment of the State’s debt position with parti-
cular reference to Central loans advanced Lo them
and likely to be outstanding as at the end of 1973-74
and sugeest chunges in the exisiing terms of re-payment
having regard direr afia 10 the overall non-plan gap of
the States, their relative position and the purposes
for which the loans have been utilised and the require-
ments of the Centre.

(in)

Review of the policy and arrangements in regard to
the financing of refief expenditure by the States alfected
by natural calwnities and examination inier afia of the
[easibility of establishing & nouianal fund to which the
Central and State Gosvernments may contribute a
percentage of their revenue receipts.

(iiiy

3. Tt may also be kindly seen that para 4(b) of the Presidential
Order appended to this letter speils oul some of the consider-
ations to which the Commission shall have resard in determin-
ing sums 10 be paid to the States which are in need of assistance
by way of grants-in-aid of revenues under article 275 of the
Constitution. The Commission is required to asscss the re-
quirements on revenue account of Stales in need of grants-
in-aid under article 275 to meet the expenditure on administ-
ration taking also into account such provision for emolumenis
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of Government employees, teichers and local body employee:
as obtaining on a specified date as the Commission deem (1
proper. ‘The Commission has proposed to adopt Ist January,
1972 as the date of reference. Accordingly, the projections
of non-developmental expenditure for the veurs 1974-75 to
1978-79 should take into account only scales of pay, dearness
allowance and other allovances as obtaining on Ist fanuary.
1972, 4.c., on the hasis of orders issued und imnlemented on or
before 1st January, 1972, Paragraph 5 of the Explanatory
Note regarding statement 11 aprended to Shri Dutt's letter
dated 28th March, 1972 will stand modified to this extent. In
the view we have laken of the dale of reference it is not also
necessary for you to furnish details of further revisions of
scales of pay that may be under contemplation in any separate
statement.

In paragraph 3 .hc ‘Explanatory Note regarding statement
I' attached to Shi¥"%utt’s letter the States were required (o
furnish the forccast of revenue receipts on the basis of levels
of taxalion likely 1o be reached by the end of 1972-73. The
Commission™s terms of reference stipulate that the revenue
resotrces of the States should be assessed on the basis of levels
of taxation likely to be reached at the end of financial year
1972-74, 1 am, therefore, to request that the State's forecast
of reveriuc receipts be related to the levels of raxation likely
to be reached at the end of 1973-74.

4, For the assessment of non-Plan capital gaps of the States,
the Commission will require from all the States a forecast,
year by year, of the estimated  receipts and disbursements on
capital account.  This may be prepared in the form appended
to this letter with suitable notes explaining the basis of the
projeclions in the forecasts in respect of each ilem of receipt
and disburserient.  We shall also he grateful il the State Go-
vernment could, while furnishing this forecast, indicate their
views on the appropriateness of classification as between Plan
and non-Plan of the dificrent ilems figuring under capital
receipts and disbursements.

5. In addition, the Commission shall be grateful to have
memoranda containing the views of the State Governments
on—

(i) the debt position of the States, purposes for which
loans have been utilised, the existing terms of repay-
ments of various cateeories of Central toans and the
changes, if any, required therein.

(ii) Principles which should govern in their view the distri-
bution of grants om account of wealth-tax on agricultural
property.

(iii) The existing arrangements and policy for meeting the
expenditure on natural calamities and on the proposals
for setting up a national fund fed by contributions by
Centre and States.

6. A dist of subsidiary points relating to financial and eco-
nomic maticrs on which detailed notes are required by the
Commission is enclosed.

7. Thirty eopies of the forecast, memoranda and information
on subsidiary points sought in this fetter as well as in Shri Dutt’s
letter dated 28-3-1972 may kindly be sent so as to reach me by
the 30th Auwgust, 1972.

8. The receipt of this letter may kindly be acknowledged.
Please feel free to write to me if you should need clartfication
on any of the points on which information has been sought.



APPENDIX II

The Finance Commission (Miscellaneous Provisions) Act,

1951

, as Amended by the Finance Commission (Miscellaneous

Provisions) Amendment Act No, XII of 1955,

An Act
to determine the qualifications requisite for appointment as
members of the Finance Commission and the manner in which
they shall be selected, and to prescribe their powers.

BE it enacted by Parliament as follows :—

1. Short title.—This Act may be called the Finance Commis-
sion (Miscellaneous Provisions) Act, 1951

(Act XXXIII of 1951).

2 Deflnition.—In this Act, “the Commission™ means the
Finance Commission constituted by the President pursuant
to clause (1) of article 280 of the Constitution.

3. Qualifications for appointment as, and the manner of
selection of members of the Commission.—The Chairman of
the Commission shall be selected from among persons who
have had experience in public affairs, and the four other members
shall be selected from among persons who

(a) are, or have been, or are qualified to be appointed as
Judges of a High Court; or

have special knowledge of the Finances and accounts
of the Government;

have had wide experience in financial matters and in
administration ; ot

have special knowledge of economics.

®)
©
()

4. Persona] interest to disqualify members.—Before appoin-
ting a person to be a member of the Commission, the President
shall satisfy himself that that person will have no such financial
or other interest as is likely to affect prejudicially his functions
as a member of the Commission ; and the President shall also
satisfy himself from time to time with respect to every member
of the Commission that he has no such interest and any person
who is, or whom the President proposes to appoint to be a mem-
ber of the Commission shall, whenever required by the Presi-
dent so to do, furnish to him such information as the President
considers necessary for the performance by him of his duties

under thissection.

5. Disqualifications for being 8 member of the Commis-
gion.—A person shall be disqua ified for being appointed as,
or for being a member of the Commission—

(a) if he is of unsound mind ;
(b) if he is an undischarged insolvent ;
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(c) if he has been convicted of an offence involving moral
turpitude ; and

(d) if he has such financial or other interest as is likely to
affect prejudicially his functions as a member of the

Commission.
6. Terms of office of members and eligibility for re-appoint-
ment.—Every member of the Commission shall hold office

for such period as may be provided for in the order of the Presi-
dent appointing him, but shall be eligible for re-appointment.

Provided that he may, by letter addressed to the President,
resign his office.

7. Conditlons of service and salaries and aliowances of
members.—The members of the Commission shall render
whole time or part time service to the Commission as the Presi-
dent may in each case specify and there shall be paid to the
members of the Commission such fees or salaries and such
allowances as the Central Government may, by rules made in
this behalf, determine.

8. Procedure and powers of the Commission.—(1) The
Commission shall determine their procedure and in the per-
formance of their functions shall have all the powers of a civil
court under the Code of Civil Procedure, 1908 (Act ¥ of 1908)
while trying a suit in respect of the following matters, namely :—

(a) summoning and enforcing the attendance of witnesses ;
(b) requiring the production of any document ; and

(c) requisitioning any public record from any court of
office.

Commission shall have power to require any person
to furnish information on such points or matters as in the
opinion of the Commission may be useful for, or relevant to,
any matter under the consideration of the Commission and any
person so required shall, notwithstanding anything contained
in sub-section (2) of section 54 of the Indian Income-tax Act,
1922, or in any other law for the time being in force be deemed
to be legally bound to furnish such information within the
meaning of section 176 of the Indian Penal Code.

(2) The

The Commission shail be desmed to be a civil court for
the purposes of sections 480 and 482 of the Code of Criminal

Procedure, 1898 (Act V of 1898).

Explanation.—For the purposes of enforcing the attendance
of witnesses, the local limits of the Commission’s jurisdiction
shall be the limits of the territory of India.
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MINISTRY OF FINANCE
(Department of Economic Affairs)
NOTIFICATION
New Delhi, the 28th June, 1972

S.R.0. The following Order made by the President is pub-
lished for general mformation.

ORDER

In pursuance of the provisions of article 280 of the Consti-
tution of India and of the Finance Commission (Miscellaneous
Provisions) Act, 1951 (33 of 1951, the President is pleased to
constitute a Finance Commission consisting of Shri K. Brahma-
nanda Reddi, former Chiet Minister of Andhra Pradesh, as the
Chairman and the following four oiher Members, namely: —

1. Shei Justice Sved Sadat Abul Masud Judee, Caleutta
High Court.

 Dr. B. S, Minhas, Member, Planning Commission.

CDr. LS. Gulati, Senior Fellow, Cealre for Development
Studies, Trivandrum.

4. Shri G. Ramachandran — Member Secretary

[

Tad

2. The Chairman and other Members of the Commission
shall hold office from the date on which they respectively assume
office upto the 31st day of October, 1973.

3. The Chairman and Members of the Commission except
Dr. B. 5. Minhas and Dr. L 5. Gulati shall render whole-time
service to the Commission, Dr. B. 8. Minhas shall reader
pari-time servicc as Member of the Commission. Dr. 1. 5.
Gulati shall render par(-time service as Member of the Commis-
sion until such dale as the Central Government may specity in
this behalf and thereafler he shall render whole-time scrvice

to the Commission,

4. The Commission shall make recommendations as to the
following matiers:

(2} the distribution between the Union and the States of the
net proceeds of taxes which are to be, or may be, divi-
ded between them under Chapter T of Part X1 of the
Consiitution and the allocation between the States of
the respective shares of such proceeds;

(b) the principles which should govern the grants-in-aid
of the revenues of the States out of the Consolidated
Fund of India and the sums to be paid to (he States
which are in nced of assistance by way of granis-in-
aid of their revenues under article 275 of the Consti-
tution for purposes other than those specified in the
provisos to clause (1) of that article having regard,
among other considerations, toi—

{i) the existing practice in regard to determination and
distribution of Central assistance for financing
State Plans;

(i) the revenue resources of those States for the five-
years ending with the financial year 1978-79 on the
basis of the levels of taxation likely to be reached at
the end of the financial year 1973-74;

(iiy the requirements on revenue account of those
States to mect the expenditure on adnuinistration
taking also into accoun such provision for emolu-
ments of Goverament employees, tcachers and
local body empioyees as oblaining on a specified
date as the Commission deem it proper in the light
of the Stales’ capacily and needs, interest charges
in respect of their debt, iransfer ol funds to local
bodies and aided institutions and other committed
expenditure;

(iv) adeqguatc maintcnance and upkeep of capital asscts
and maintenance of Plan schemes completed by the
end of 1973-74, the norms, if any, on the basis of
which speciiied amounts are allowed for the main-
tenance of different categories of capital assets
being indicated by the Commission;

(v} the requirements of States which are backward in
standards of general administration for upgrading
the administration with a view to bringing it 10 the

levels obtaining in the more advanced States over
a period of ten ycars; and

{vi) the scope for better fiscal managemunt and econony
consistent with eflicicncy which may be cflected by
the States in their administrative, maintcnance,
developmental and other expenditure;

(¢} the changes, if any, to be made in the principles governing
the distribution amongst the States of the grant to be
made available 1o the Stales in licw of tax under the re-
pealed Raifway Passenger Fares Tax Act, 1957;

(d) the changes. il any, o be made in the principles gover-
ning the distribution amongst the States under article
269 of the Constitution of the net proceeds in any finan-
cial year of estate duty in respect of property other than
agricultural Tand;

(cy the changes, _if any, to be made in the principles gover-
ning 1he distribution of the net proceeds in any financial
year of the additional excise dutics leviable under the
‘Additional Duties of Excise (Goods of Special Tmpor-
tance) Act, 1957, on each of the following commodities,
namely:—

(i) cotton fabrics,

(jii) woollen fabrics,

{iii) rayon or artificial silk fabrics,

(iv) sugar, and

(v) tobacco including manufactured tobacco,

in replacement of the States’ sales taxes formerly levied
by the State Governmenls,

Provided that the share accruing to each State shall
not be less than the revenuc realised from the levy of
sales lax for the financial year 1956-37 in that State;
and

(f) the principles governing the distribution among the States
of the grant to be made available to the States on account
of wealth tax on agricultural property.

5. The Commission may make an assessmecnl of the non-
Plan capital gap of the Stales on a vniform and comparable
basis for the five years ending with 1978--79. In the light of
such an assessment, the Commission may undertake a general
review of the States™ debt position with particular reference 10
the Central loans advanced to them and likelv to be outstanding
as at the end of 1973-74 and suggest changes in the existing terins
of repayment having regard inter alia 10 the overall non-Plan gap
of the States, their relalive position and the purposcs for which
the loans have been utilised, and the requirements of the Centre.

6. The Commission may review the policy and arrangements
in regard 1o the financing of relicf expenditure by the States affec-
1ed by natyral calamitics and examine inter alia the feasibility
of establishing a National Fund to which the Centrat and State
Governmenis may contribute a percentage of their revenuc

receipts.

7. The Commission in making its recommendations on the
various matiers aforesaid shall have regard to the resources of
the Central Government and the demands thercen on account
of the expenditure on civil administration, defence and border
securily, debt servicing and other committed expendiiigw or

liabilities.

4. The Commission shall make its report by 31st October
1973 on cach of the malters aforesaid and covering a period of
five years commencing from the 1st day of April, 1974, indica-
ting the basis on which it has arrived at iis findings and make
available the State-wise criteria adopted in making modifications,
il any, in the States’ forecasts of receipts and expenditure.

V. V. GIRI
President
[F. 13(1)-B;72]

1. G. PATEL
Secretur: {Economic Affairs)
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STATEMENT OF CAPITAL RECEIPTS AND DISBURSEMENTS

Statement I-—-Capital Receipts

(Rs. in lakhs)

Head of Account  Actuals Actuals Actuals Pre- B.E. Latest Bstima-

Forecast for
o

Total

1968-69 1969-70 1970-71 Actuals 1972-73 Estima- tes

v 1974-75

1973-74 r1974-75 1975-76 1976-77 1977-78 1978-79 to

1978-79

1971-72 tes
1972-73
ey

1 @ ) 4 &) {6) M ® O

1. Market loans
(a) Gross Loan
(b) Repayments

(c) Net borrow-
ings

2. Loans from Cent-
ral Govt,

(a) Loans for
State* Plan
Schemes

(b) Loans for
centrally®
sponsored
schemes

(c) Loans for*
Central Plan
Schemes

(d) Loans from
Small Saving
Collections

(¢} Loans for
Natural cala-
mities

(f) Special loans*
for meeting
gap in reso-
urces

(2) Loans for
clearance® of
overdraft

(h) Other non-
Plan loans

(i) Ways and
Means advan-
ces

TOTAL—Loans
from Cen-
tral Govt,

3. Loans  from
others  (RBI,
LIC etc. purpose-
wise separately)

4, Cash credit**
Accommeodation
from SBI and
OQthers

5. Recoveries of
loans and ad-
vances

{a) From Muni-
cipal Corpo-
ration and
Local Bodies

(11) (12) 1y a4

—_— — - R —————

-



()

@

)

4

®)

(b) From culti-
vators

{c) From Statu-
tory Corpo-
rations, Boa-
rds etc.

(d) From Govt.
servants

(e} Other reco-
veries with
details

Total—Recoveries
of loans and
advances

. State Provident
Fund

. Sinking funds***
(gross)
(Disbursements)
(Net)

. Depreciation***
and
other  (gross)
reserve
(Disburscments)
funds (Net)

. Other*** {gross)
Reserve (Disbu-
rsements) Funds
(Net)

10. Deposits with
details by each
item

11. Advances with

details of each
item

[ 12, Remittances

13. Others {with
broad details)

TOTAL OF I

(§1)] (in 12y (13) (14)

NOTE:-~

**¥Each Fund should bc mentioned separately.

*Figures in respect of these heads to be indicated for the years upto 1973-74 only.

**The purpose for which cash credit accommodation has been obtained, such as procurement of foodgrains, trading
in fertilisers etc. may be briefly indicated.
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STATEMENT II--CAPITAL DISBURSEMENTS
(In jakhs of Rs.)

Head of Account  Actuals Actuals Actuals Pre- B.E. L.E. Esti- Forecast for ‘Total
1968-69 1969-70 1970-71 Actuals 72-73 72-73 mates - - 1974-75
1971-72 1973-74 1974-75 1975-76 197/6-77 1977-78 1978-79 to
1978-79
1 2 3 4 5 6 71 8 9 n THREE 13 14

11— Disbur sements

1. Non Plan Ca-
pital Outlay
(other than
State  trad-
ing)

(a) Industries

(b) Public work

(i) On Admn.
Buld.

(i) Staff Quar-
ters

(iii) Others (with
broad  de-
tails)

{c) Agricultute
(d) Irrigation

(e) Road and
Water Tran-
sport Scheme

(fy Forests

(g) Other out-
lay {with
broad de-
tails)

Total—1

2. State Trading
{net)

3, Repayment of
loans to
Centre

(a) State Plan
loans

(b) Centrally
sponsored
Schemes

(c) Central Plan
Schemes

{(d) Smallsavings

(e} Natural cala-
mitics

(f) Spl. loans
for mecting
gap in Te-
SOUrCes

(g) Clearance
of over-
draft

(h) Other non-
Plan loans

(i) Ways and
Means ad-
vances

Total—3




£

-

4. Repayment

to others
(RBI, LIC
etc. separate-
1y)

5. Cash  credit
accommoda-
tion from
State Bank
etc.

6. Non-Plan
loans and
advances

(i) Loans to
Local Bodies

{(ii) Loans to
Statutory
Corporalions,
Boards and
Govt. Com-
panies {broad
detail to  be
indicated)

(iii} Loans to
Cultivators

{iv) Loans to
Govt,  ser-
vants.

(a} For purchase
of vehicles

(b) For construc-
tion of houscs.

{c) Others {pur-
pose-wise)
{v) Other Non-
Plan loans
and advances
{with broad

details)

Total—6

7. Qutlay on
State-Plan
Schemes.

8. Qutlay on
centrally spon-
sored schemes

9. Outlay on
Ceniral Plan
Schemes

10. Other  items

{with details)

Total—
Disbursements

10
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LIST OF SUBSIDIARY POINTS

1. Taxation :

(1) Basis and rates of land revenue assessment including
surcharge, special rates ete. in 1965-66: changes made during
the period of the three annual plans and Fourth plan; the rates
of land revenue assessment (i} for each district, and (ii) mini-
mum and maximum rates for dry, wet or garden lands; pro-
posals, if any, under consideration for changes in the scheme
of land revenue.

(2} Basis and rates of agricultural income tax, if any, on
plantations (tea, cofiee, rubber and cardamom etc.) and non-
plantation crops, with a brief indication with reference to
relevant statutory provisions and the procedures for assessment
of agricultural income tax, whether on the basis of returns
of income or certain flat rates per acre/standard acre.

(3) Basis and rates of charges for irrigation from Govern-
ment sources as in 1968-69, changes made therein and proposals,
if any, under consideration for further changes.

(4-A) Basis and rates of tax, if any, on non-agricultural
land in urban areas in the form of urban land tax or ground
rent or premium for conversion of agricultural land to non-

agricultural uses.

(4-B) Basis and rates of local taxation on land and buildings,
with a brief account of procedures for valuation of property,
assessment and appeal and revision against assessment.

(5) Prevailing rates of (i} stamp duties, and (if) registration
fees, with a brief description of arrangements for checking
under-valuation of properties for evasion of stamp duty.

(6) Basis and rates of taxation on motor vehicles and taxe
on passengers and goods.

(7) Prevailing rates and salient features of sales tax system
in force in the State—single point or multipoint or both—,
together with a brief account of the reviews, if any, made of the
working of sales tax system and suggestions made for its improve-
ment from time to time.

(8) Basis and rates of levy of entertainment tax, cinema
show tax and betting tax.

(9) Basis and rates of duties on consumption/sale of electri-
city.

(10) Details of excise revenue for the years 1968-6%9 and
factual information in regard to State Government’s policies
on excise revenue.

(11) Basis and rates of other taxes, all taxes yielding a
revenue of Rs. 50 lakhs or more per annum being listed
separately.

(12) Particulars of cesses levied by the State, purposewise
and the total proceeds of each cess, the amounts, if any thercof
transferred to local bodies or spent directly by the State Go-
vernment during each year from 1968-69 onwards.

(13) Statement giving the details of measures of additional
taxation implemented by the State Government from 1968-69
and those proposed for 1973-74 with their yields during each
year.

II. Working Results of State Enterprises and other Autonomous
Bodles :

(14) Financial results of State Electricity Board in the
proforma enclosed.

(15) Financial results of State Road Transport Corporation
(or State Road Transport Department where the transport
services are run departmentally) in the proforma attached.

(16) Financial results of other State commetcial and in-
dustrial undertakings for which commercial accounts are main-
tained during each of the years beginning 1968-69 and upto
1973-74. (As in the proforma enclosed).

¢17) Financial results of major irrigation projects for the
period from 1968-69 to 1973-74, with a brief indication of capital
outlay, running costs and revenue derived each year, utilisation
of irrigation potential and other direct and indirect benefits
of the project,

1iI. Local Finance :

(18) Revenue of local bodies and expenditure incurred
by them in each of the years from 1968-69 to 1971-72 with
estimates for years 1972773 to 1973-74 and the 5 yecars from
1974-75 to 1978-79; the grants received from State Government
being indicated separately together with a brief account of
powers of taxation available to the local bodies—urban and
rural—and the extent of utilisation of such powers by them.

1V. Efficiency in Collection of Taxes and Loans due to Govern-
ment

(19) The position of arrears in collection of (i) land revenue,
(i) agricultural income tax, (iii) sales tax, (iv) electricity
duties during each yeat from 1968-62 to 1972-73 with a detailed
statement showing in respect of each of these sources of revenue
(i) the arrears outstanding at the beginning of each year, (ii)
the demand for the year, (iii) the amount collected during the
vear, (iv) the amounts remitted or written off during the vear,
and (v) the balance carried forward to the subsequent year.
(As in the proforma enclosed).

{20) Position of Takavi and Jand improvement loans with
a detailed statement showing (i) the arrears of demand out-
standing at the beginning of each year, (i) the demand for the
year, (i) the amounts collected during the year, (iv) the amounts
remitted or written off during the year and {v) the overdue
arrears at the end of the year.

Qn Similar information may be furnished also in respect
of direct loans by the State to industries under enactments such
as State Aid to Industries Act.

V. Public Expenditare :

(22) Revision of pay and dearness and other allowances
of (i) State employees, (i) employees of local authorities and
(i) teachers of aided institutions; (iv) employees of other
quasi-Government bodies in each of the years from 1968-69
to 1971-72 (as in the proforma enclosed).

(23) Important measures of administrative reorganisation,
if any, carried out during the years from 1968-69 onwards;
the basic objectives of such schemes of reorganisation and their
impact on the finances of the State Government.

(24) A broad appraisal of economy measures implemented
by the state Government during 1968-69 to 1971-72 and their
results and further measures, if any, under consideration.

(25) Strength of establishment under police with separate
figures for armed police, border police where such police is
maintained separately, homeguards, Prantiya Raksha Dal
etc., general administration, justice, jails as on Ist of April
1966, 1967, 1968, 1969, 1970, 1971 and 1972.

(26) Number of primary schools, pupils and teachers therein
as on lst April 1966, 1967, 1968, 1969, 1970, 1971 & 1972,
showing the additional strength of pupils in these schools to-
gether with the age group.

(27) Mumber of hospitals and dispensaries; total number
of beds, nurses, doctors, and mid-wives—rural and urban
separately as on 1st April, 1966, 1967, 1968, 1969, 1970, 1971

and 1972.



(28) Mileage of national highways and ‘A, ‘B oand "C”
class roads as on kst of April 1966, 1969, 1970, 1971 and 1972
with sepurate figures for mileage of national highways, State
highways, major district roads, village roads etc.

(29) A bricf appraisal of norms (if any) which the State
Gveramaent hive prescribed or foltow in the regulation of
expenditure on malntenance of —

{iy Aldministrative buildings |

(i) tospitals and dispensaries ;
(iii) S:hools and college buildings |
(ivy Oiher caterories buildings |

{v) Rads of different classes and traffic intensity, such as
nitional highways, State Highways, major district
roads, village roads efc. ;

(+1) Saurces of irrigation—major, medium and minor—with
their net-work of canals, indicating the liability, il any,
of the beneficiaries of irrigation Tor maintenance of field
channels under the regulations in force ; and

(vil) Oher capital assets of Government—category wise.

(30) A brief appraisal of the norms (if any) which the State
Government have prescribed or follow in regulating provisions
for (a) medicines and other hospital necessities § (b) diet in res-
pect of (i) tesching and other major hospitals, (ii} District
headguarters hospitals.  (ifi) Hospitals at Tehsil level,
(iv} Primary Health Centres and (v) rural dispensecrics elc.

(31) Statemeat showing expenditure in connecticn  with
famine and natural calamities in cach of the areas from 1968-69
to 1972-73 and the amount of assistance received from the Centre
towards cxpenditure as grants and loans, by way of supply of
foodgrains at concessional prices or otherwise.

(31A) Matehing or ad hue grants received or expected to be
received from the Central Government and other statutory or
non-statutory bodics, e.g., tbe National Co-operative Develop-
ment and W.irehousing Board, the Indian Council of Agricu-
tura! Research, the [ndian Central Cotton Committee, the Indicn

Central Jute Committee, the Handloom Board, vic,, during the
years 1968-69 to 1973-74, showing separately (i) the pross  ex
penditure on account of Plan and non-Plan schemes finaneed
by such grants, (ii) the pattern and duratton of the grants.

V1. Transiers to Yunds

(32) A detailed statement showing the emounts mcluded in
the forecast by way of transfers to and from any rescve fund

with explanations & (v the nature and purpose of these funds.

(REY Rc_ceipls, payments and balances in the State Rozd
Fund. the Temine and natural calamities fund and cther rescive
fundds For cach of the years from 1968-69 10 1972-73.

VIl Ways and Means

(34) A statement showing total receipls and expenditvre on
revenue accouni. receipts and disbursements on capital account
and surplus or deficit on revenue account and capial account
during the years from 1968-69 to 1972-73 and the anticipzled
estimates for 1973-74. This statement should also show how
the overall deficit, il any, during each year was tinanced, i.c,
whether by liquidation of securities, withdrawul [rom cash
balance, increase in floating debt or by resort to overdrafis from
the Reserve Bank. (As in the proforma cnclosed),

V1II. Miscellaneous

{35) Progress of agrarian reforms in the State ; their effect
on revenue and expenditure, production of foodgrains and
commercid] crops during the years 1968-69 and onwards.

(36) Arrangements for preparation and collection of statis-
tics relating to State income and consumption data regarding
commodities subject to Union Excise duties.

(37 Kilowats of energy generated in each of the years
peginning from 1968 by (i) State undertakings (excluding pur-
chases from D.V.Cand(ii) private undertakings with incica-
tions of the progress of rural electrification programme since
1966 together with the programme for the Fifth Five Year Plan

period.
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FINANCIAL RESULTS OF STATE ELECTRICITY BOARD/STATE ELECTRICITY DEPTT.

(Details regarding receipts and expenditure on revenue and capital accounts)
(Rs. crores)

1968-69 1969-70 1970-71 1971-72 1972-73 1973-74 Fifth Plan period ’ Total
Actuals Actuals Actuals Actuals Fsti- Esti- 197475
mate mate  1974-75 197576 1976-77 1977-78 1978-79 to
1978-79
1 2 3 4 5 & 7 g 9 10 1 12

1.(a) Block capital-(at the
beginning of the year)

(i) invested in completed
works.

(if) invested in works in
progress

(iii) Total {(i+ii)
(b} Capital base

2. Installed Capacity (MW)
(a) Steam
(b) Hydre
(€) Diesel
(d) Total

3. Peak demand (aggregate)
(MW)

(a) Generation system
(b) Purchases
{c) Total

4. Power
{million kwhrs)

(a) Generated
(i) Steam
(i) Hydro
(iii) Diesel
(iv) Total

(b) Purchased

(c) Total

5. Power sold (million
kwhrs)

(a) Within the State
() OQutside the State
(c) Total

6. Assessed Revenue on

(a) sale of power

(i) Within the State
(average tariff per
unit sold in paise)
to be indicated
for each year,

(ii) Outside the State
(average tariff per
unit-paise)

(b) arrears due from
(i) Within the State.
(i) Outside the State
{c) miscellaneous receipts

ToraL of 6
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(Rs. crores)

1968-69 1969-70 1970-71 1971-72 1972-73 1973-74 Fifth Plan period Total

Actuals Actuals Actuals Actuals Esti- Esti- 1974-75
mate mate 1974-75 1975-76 1976-77 1977-78 1978-79 to
1978-79

1 2 3 4 3 6 7 B 9 10 11 12

7. Revenue expenditure
(a) Working cxpenses
(i) Fucl charges
(ii) Cost -of power
purchased
(i) Other charges,
including misc.
Tepairs.
(iv} establishmeat and

administrative
charges.

Totat {i) to (iv)

8. Gross operating surplus
(6-7)

9. Transfer to Reserve Fund

(a) Depreciation Reserve
fund.

(b) Interest on the balance
in the depreciation
fund.

(c) General reserve.

(d) Loans  Redemption
Fund.

ToTAL OF 9.

10, Gross surplus (+) or de-
ficit (<) (8-9).

11. Interest charges

(a) On loans from Govt.

(1) Qutstanding on
March 31, 1974,

(2y Loans to be
obtained during
the Fifth Plan
period.

(b) Interest on bonds
(other than Rural de-
bentures).

(1) Bonds outstand-
ing on March 31,
1974. )

(2) Bonds to be issu-
ed during the Fifth
Plan period.

(c) [nterest on Rural de-
hentures.

(d) Others.

(1) Loans outstand-
ing on March 31,
1974.
2. Loans to Dbe obtained
during the 5th Plan
period.

ToTaL oF 11




12. Net profit or loss (10-11)
13. Corporation tax.

14. Transfer to State reve-
nues.

15. Collection of duty on
behalf of the State Go-
vernment.

16. Capital reccipts.

{a) Opening Balance.

(b) Loans from the State
Govt.

(i) Gross loans.

(ii) Repayment, if any.

(¢) Borrowings from the
market {other than
Rural debentures)

(i) Gross loans.
(i} Repayment, if any.
(iii) Net loans.
{d) Rural debentures.
(e) Borrowing from LIC.
(i) Gross loans.

1968-69 1969-70 1970-71 197172 1972-73 197374
Actuals Actuals Actuals Actuals Esti-

(i) Repayments, if any.

(iil) Net loans.
(f} Other borrowings*
(i) Gross-loans.

(ii) Repayments, if
any.

(iit) Net loans.

{g) Withdrawal from
funds.
(§)] Dcipreciation
unds.

(ii) General reserves.

(iii) Loan Redemp-
tion fund.

(iv) Others.

(h) Debt,
tances (net)

(i) Provident funds (net)

{j) Subscription from Govi.,

any.
(k) Other receipts

(1) Inventories carried forward

from previous years.
ToTtaL or 16(a) lo (k)

17. Capital expenditure
(a) Plan Schemes

(b) Other capital expenditure**

18. Closing balance

deposits and remit-

128

" Fifth Plan Period.

(Rs. Crores)
Totél 7

Esti- = ————— 1974-75
mate  mate  1974-75 1975-76 197677 1977-78 197819 to

1978-79

s s 7 8 s 1 un 1z

*The sources such as R.E.C., A.R.C. AF.C., Agricultural consumers may please be specified.
**Details of other capital expenditure may please be furnished.

Please Note : Separate statements to be prepared and submitted by State,

Electricity Board and the State Electricity Depariment or any other Department of the State Government which owns and
operates power projects.
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FINANCIAL RESULTS OF ROAD TRANSPORT CORPORATION/UNDERTAKING
(Rs. crores)

1968-69 1969-70 1970-71 1971-72 1972-73 1973-74 Fifth Plan period Total
Actuals Actuals Actuals Actuals  Esli- Esti-  —omvemer o s oo e e e 1974
mate mate  i974-75 1975-76 197677 1977-75 1978-69 19‘_!,%['?9

| 2 3 4 5 6 7 8 9 10 11 12

Rowd Trwnpuri Corporation; Under-

0.

fuhing

i. block capital at the end

vedr

year
(a) Buses

of the

7. No. ol vehicies at the end of the

(b) Others (1o be specitied)

. Uverage vehicles at the
vear
(a) Buses—
(i) Number

cod of

{0y Averagelilcassumed

{i7) Olher vehicles—
(i} Number

(ij) Average life assumed

. No. of vehicles replaced
the year
{a) Buscs
(b) Oihers (e be specitfic
. Tolal vehicles purchased
the vear
(a) Buses
(b) Others (to be spevifie

Jilisation

(a) 95 of lotal buses tn 1l
road during the year

during

d)

during

d)

he feet on

(b) Average kilomcetreage operated
per bus during the vear.

. Revenue per passengc
metre

. Revenue per bus kilomet

r kilo-

re

. Cost per passenger  kilometre
{including interest & deprecia-

tion)

. Cost per bus kilemetre (includ-
inginterest & depreciation).

. Giross receipts

). Working Expenses

. Interest payments
{a) to State Government
(M to others

. TVransfer to depreciation

. Transfer to other funds
specified)

. Other charges, if any, on
revenues (1o be specified).

. Netprofitfl-{12to 16)]

. Corporation Tax

fund
{lo be

current
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{Rs. crores)

1968-69 1969-70 1970-71 1971-72 1972-73 1973-74 Fifth Plan period Total

Actuals Actuals Actuals Actuals Estimate Estimate 1974-
1974-75 1975-76 1976-77 1977-78 1978-79 7T5to

1978-

79

1 2 3 4 5 6 7 8 9 10 11 12

19. Contribution to State revenues
20. Retained profits (17-18-19)
21. Opcning Balance
22. Closing Balance
23, Expenditre met out of funds
(a) depreciation funds
(b) other funds
24. Contribution for the Pian
{a) Net accretion to depreciation

fund (transfers minus current
replacement expenditure).

(b) Netaccretion to other funds
(c) Retained profits

(d) Total contribution for Plan
(a+b+c)
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PROFORMA TO ITEM 16 OF THE SUBSIDIARY POINTS.

Slatg —m M8 —————

Details of contribution Of other autonomons state enterprises (OI/té’r than Electricity Board and Road Transport Corporation)

(Rs. in crores)

1968~  1969-  1970-  1971-  1972-  1973- Fifth Plan Pericd Total

69 70 1 72 73 74 1974~
Actuals Actuals Actuals Actuals  Esti- Esti- 1974-  1975-  1976-  1977-  [978- 75to
mate mate 75 76 77 78 79 1978~
79

1 2 3 4 5 6 7 8 9 10 11 £2

A. Other Autonomous State
Enterprises.

1. Block capital at the
beginning of the
year . ..

2. Gross receipts
3. Working expenses

4. Interest payments

(ay To State Go-
vernment.

{6) To others

5. Transfer to  depre-
ctation fund

6. Other charges, if any,
on current revenues,

7. Net profits (2-3 to 6}
8. Corporation tax .

9. Contribution to State
revenues.

10. Retained profits in-
clusive of transfers
to reserve funds
(7-8-9)

11. Opening balance
12. Closing balance

13. Contribution for the
Plan .

(a) Net  accretion
to depreciation
fund (trans-
fers wminus cur-
rent replace-
ment exXpen-
diture). .

(b) Retained  pro-
fits (inclusive
of transfers to
reserve funds).



A, Tax Revenues

1. Land Revenue.
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PROFORMA TO ITEM 19 OF THE SUBSIDIARY POINTS.

Arrears of Taxes{Non-Tax Revenues

(a) Arrears outstanding at the beginning of the year

(56} the demand for the year

(¢) the amount collected during the year

{d) the amount remitted or written off during the year

(€) balance carried forward to the subsequent year

2. Agricultural Income-tax.

(a) Arrears outstandi.ng at the beginning of the year .

(b) the demand for the year

(¢) the amount collected during the year

(d) the amount remitted or written off during the year

(e) balance carried forward to the subsequent year

3. Sales Tax.
(@) Arrears outstanding at the beginning of the year |

(b) the demand for the year
(c) the amount collected during the year

(d) the amount remitted or written off during the year

(e) balance carried forward to the subsequent year

4, Electricity Duties,

(a) Arrears outstanding at the beginning of the year .

(6) the demand for the year

(c) the amount collected during the year

(d) the amount remitted or written off during the year

{¢) balance carried forward to the subsequent year

5. Other taxes and duties (Please specify important items)

Total—A

1. Inferest

. Non-Tax Revenues

(a) From State Electricity Board
(6) Other (with broad details)

2. Other non-tax revenue ) .
(Please specify important items)

Total—B

State
(Rs. crores)
1968-69 1969-70 1970-71 1971-72 1972.73
Actuals Actuals Actuals  Actuals  Fstimales
(Prelm)
1 2 3 4 5
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PROFORMA TO ITEM R OF THE SUBSIDIARY PQINTS

State

Expenditure on account of increase in Dearness Allowances and Revision of Pay Scales since 1968-69*

(RS. crores)

1968-69  1969-70 1970-71 1971-72 197273 1973-74 Total
Actuals Actuals Actuals  Actuals Bstimate Bstimate 1968-69
’ t

0
1973-74

1. Increases in 1968-69

2. Increases in 1969-70
3. Increases in 1970-71

4. Tncreases in 1971-72

(Orders issued and implemented upto 1-1-72)

*Please furnish a brief note describing the changes in dearness allowances and pay scales and indicating the dates from which the
changes became effective.  The estimates should include grants to educational institutions, local bodies, ctc. towards mecting the cost of
increases in dearness allowances, pay revisions, etc, for their employees. The estimated net accretion to provident funds in different years
ont account of crediting a part of the additional dearness allewances etc. to the employees’ provident fund accounts may also be
indicated. The cffect of the increase in the case of the quasi-Government bodies may be indicated separately.
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PROFORMA TO ITEM 34 OF THE SUBSIDIARY POINTS

State
Overall Budgetary position
FORECAST FOR
(Rs. crores)
T 1963-69  1969-70 197074 1971-72 1972-73 197273 1973-74  Fifth Plan petiod

Actuals  Actualg Actuals Pre B.E, latest Total

Actuals Esti- 1974-75 1975-76 1976-77 1977-78 1978-79 1974-75

mates

to
1978-79
1) .(2) 3) C)) (5) (6} (G I ®  ao an 12y (13

I. Revenue Receipts
{a) Receipts from
Centre .
(i) Share of Cen-

tral Taxes . X X X X X X
(i) Grants from
Centre .
(a) Statutory .,
(6) Plan
(c) Non-Plan

(b) States’ own
revenue .

(i) Tax
(i) Non-Tax

(¢) Transfers from
funds .

oo
LI IS
K ose K
M A
Mo
b

Total I

IT. Revenue Expen-
diture

() Expenditure

corresponding to

non-plan grants

from Centre . X X X X X X
(b) States’ own

direct expendi-

ture :

(i) Non-Deve-

lopmental

{a) Debt Services

() Interest pay-
ments

(if) Appropria-
tion for re-
duction or
avoidance of
debt

(h) Others

(if) Devg]opment
expenditure

(f) Plan
(a) Central and

Centrally spon-
sored Schemes X { X X X

() State Plan
(i) Non- Plan

(@) Maintenance
expendifure

on completed
Plan Schemes
(h) Others

(c) Transfer to funds

Total T1
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(Rs. crores)

1968-69 1969-70 1970-71 1971-72 1972-73 1972-73 1973-74 Fifth Plan pericd Tetal

Actuals Actuals

I Surplus (-F)or
Deficit (—) on

revenueAcconnt (—AIf)

V. Cupital Re-
ceipts

{7} Receipts from
Centre
() Loans for Plan
Schemes

{#) Loans for
Central and
Centrally spon-
sored Schemes

(¢) Non-Plan
loans

(#1) Stales” own
capital receipts

Total IV

V. Capital Lisburse-
ments

(/) Expenditure
corresponding

to non-Plan loans
from Centre

(i) States’ own
direct Capilal
disburseinents

Total V
VI Surplus ( F)

Deflcit (—) on
Capital Account

VI, Overall Surplus(+)

or Defleit (—)

(Ir+ Vi)
Financed by :(—

(a) Drawings on
Cash bajances

(b) Sate of Trea-
sury bills

(c} Sale of other
unearmarked
securities

() Increasein
ways and means
advances from
R.B.I

{e) Increaszin
over-draft

{f} Special ac-
commodation

from Centre, it
any'

Total {a—f)

Actuuls  Actuals B E.s_ latest
Esti- 1974-73 1975-76 1976-77 1977-78 1978-79 1974-75
mate to

1978-79

(3 ) (5} © (8) () aoy  (h  dy {13)

X X X X X X
X X X X X X
X X X X X X
X X X X :
X X X X X X
X X X X X X
X X X X X X
X X X X X X
X x X X X X
X X X X X X

-« Figures not to be projected for the Fifth Plan period.
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STATE
Transactions on account of Short-term Loans from the Centre for Fertilizers etc.
(Rs. crores)
1968-  1969- 1970-  1971-  1972-  1973- Fifth Plan Period Total
69 70 71 72 73 74 — A —y 1974-
Actuals Actuals Actuals Actuals Esti- Esti- 1974-  1975-  1976-  1977- 1978- 75
mate mate 75 76 77 78 79 ©
1978-
79 -
4} ) 3 (4 ) ©) n (8 ® (10) (11) (12)

1. Short-term loans from
Centre for fertilizers,
eic. . . .

2. Disbursement of loans
te cultivators, etc, on
account of item 1 above

3. Recoveries from culti-
vators etc. on account of
2 above . .

4. Repayment of short-term
leans to Centre




Letier No. F.C. 101)-B/72 dated the 25th September,
1972 from Member Secretary, Finance Commission 10
Finance Secretaries of all States.

(2)

would you kindly refer to items (22) and (23} in Section ¥
(Public I'xpenditure) of the list of subsidiary poiats attached to
my 1).0. letter No. FC 1 {13-B;72, dated the 17th July, 19727
1t is expected that the preparation of notes on these items which
relate to Pay, DAL and other allowances of State Government
gmplovees, teachers, employees of locat bodies and other quasi-

Government bodies, and to measures of administrative reorga-
nisation carricd out since 1968-69 would, if not already completed,
be in an advanced stage.

2. It will be useful if the State Governments could in this
connaction also furnish information in regard to pay scales,
A, and other allowances of various categories of employees,
[ shall therefore be grateful if the State Government would fur-
nish the following information relating to various categories of
employees with special reference to posts listed in the annexure:—

¢y Minimum and maximunm of pay scale;

(ii) Dearness allowance;

(iii) Other allowances (specially house rent allowance, city
compensalory allowance and conveyance allowance);

(iv) Total number of employees in the different pay ranges.

3. It is requested that thitty copiss of the note on this sub-
ject may be sent to me as early as possible and in any case by the

15th QOctober, 1972.
ANNEXURE

Revenue Administration

1. Lekhpal/Patwarijvillage accountant
2. Revenue lnspector

3. Naib-Tehsildar/Deputy Tehsildar

4. Tehsildar

5. Sub-deputy Collector

6. Deputy Collector

7.  Additional Collector/Joint Collector/District Revenue

Officer.

Palice Administration

1. Conslable

2. Head Constable

3. Assistant Inspector/Sub-Inspector
4. Inspector

5. Deputy Superintendent of Police

civil Judiciary
1. Munsifs
2, Civil Judges/Sub-Judges
3. Civil & Sessions Judges

4. District Judges
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Education

1. Teachers in Primary Schoois (trained;untrained)
2. Teachers in Middle Level Schools {lrained/untrained)

3. Assistant Master in Govt. High Schools (trained/untra-
ined)/B.T. Assistanis

4, Headmaster of Govt, High Schools/Aided Institutions

Engineering Services
1. Diploma holders (overseers/supervisors/junior engineors)
2. Degree-holder / (Assistant Engineers)
3. Execulive Engincers

4. Superintending Engineers

Secrefariat and other Office Establivhments

1. Orderly/Peon/Jamadars

2. Junior/Routine Grade clerks
3. L.D.GCs.

4. U.D.Cs.

5. Stenographers/P.As.

6. Assistant Superintendents

7. Superintendents/Section Officers

Medical & Health Staff

1. Nursing Orderlies

2. Nurses

3, Compounders

4. Pharmacist/Laboratory Technicians/Radiographers ctc.
5. Social Worker/Health Visitor

6. Civil Assistant Surgeon

7. Civil Surgeon

Agriculture

1. Fieldman

3, Agricultural Demonstrator/Extension  Officer (Gra-
duates in Agriculture)

3. District Agricultural Officer

Animal Husbandry

1. Live Stock Inspector/Assistant

(S~

Veterinary Assistant Surgeons {Graduates in Veterinary
Science)

3. District Veterinary Officers/Live Stock Officers



Forest
1.
2,

»

3

Department

Forest Guards

Forester

Asgistant Ranger

Ranger

District Forest Officer

Letrer No. 1(1)-Bf72, dated Ist Seprember, 1972 from

Meniber-Secretary, Finance Commission to Finance
Secretaries of all States.

With my D.O. letter of even no. dated July 17, 1972 1 had
forwarded to you a list of subsidiary poinis rejating to financial
and economic matters an which detailed notes were required

by the Commission. I shalf be grateful if you kindly furnish

information on the following points as well:—

(i} Basis and existing rates of electricity tariffs/duty for

power supply to various categories of users and for

138

(i)

(it

)

1Y)

—

different purposes in the proforma ‘A’ encloscd.  Please
indicate when last revision in rates took place in respect
of each category.

Basis and existing rates of bus fares by distance travelledf
stages for single or retutn journeys separately for (a)
State Road Transport Corporation buses; (b} Depart-
mentally run buses; and {¢) private buses on various
roufes. Separatz information may be given for (a)
passengers; and (b) goods. Please indicate when last
revision in rates took place in respect of each calegory.

A statement showing assets and liabilities of the State
Government at the end of each year of the Fourth Five
Year Plan, in proforimna B’ enclosed.

A staternent showing_posi{ion regarding receipts and
disbursements under important Deposit Heads in the
Public Account of the State Government as in proforma
.

Estimated investment in Rural Electrification Works
out of the total Block Capital (at the beginning of each
year) of the State Electricity Board for each year begin-
ning from 1968-69 to 1978-79,
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PROFORMA ‘A’
State

Average rates of Electricity Supply and Electricity Duty for different categories of Consumers
Average rate in PIKWH

Duty Tax  Total Enforced with

Category of Consumers KWH;month Rate

effect from

1. Domestic

(a) Lights and fans (30
{b) Heat and Small power (100)
(<) Combined load (130)

2, Commercial
{a} Lights and fans (200)
(b) Heat and Small power (400)
(¢ Combined load (600)

3. Agricultural purposes (817)
(JOHP, 15% L.F.)

4.  Small Scale Industries (1460
(10 KW, 20% 1L.F))

5. Medium Industries (10,950)
(50 Kw, 30 L.F.)

6. Large Industry I (73,000)
(250 KW, 40% L.F)

7. Large Industry II (365,000)
(1000 KW, 50%, L.F.)

8.  Heavy Industry (2,190,000)

(3000 KW, 60%; L.F.)
9,  Public Lighting
10, Supplies to consumers outside
the State.
(ay TInter Board Supplics
(b) Supplies to other Governments

(¢) Others

Notes: The average rates may be worked eut on the following basis:—
1. Power factor may be assumed at 0.85".

2. Wherever in the casz of H.T. Industrial rates fuel sur-charge is levied, the fuel sur-charge, as per latest available information
may be indicated separately. '

All the H.T. Industrial rates may be worked out considering a supply voltage of 11 KV,

ad

4.  Prompt payment rebate, wherever given, may be taken into account,
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PROFORMA ‘B’
State

Assets and Liabilities of the State Government as on 31st March of each Year

1969 1970

A. Liabilities

1.

th B W

2
3
4,
5
6
7

Due to Government of India.

. Open market loans.

. Land compensation bonds.

Floating Loans,

, Other loans,
. State Provident Funds.

. Other Deposits.

Total—A

Assets

. Loans advanced (due to Government}
. Loans to Electricity Boards.

. Other assets.

. Cash balances.

. Investments:

(a) In securities
(i) Earmarked.

(i) Unearmarked.
(b) Other investments.

Total—B

1971

1972

1973

Note :—Details may be given wherever available by Majeor itesas ealy.



[

rh

= s}

S

. Deposits of Small

. Deposits

1969 1970

. Deposils of Depreciation Reserves

of Government Commercial con-
cerns.

(1) Kept with Stale Government.

(M) Kepl with banking  and
tinanvial institutions includ-
ing liquid, cash and invest-
ments in shares etc.

. Electricity Board [eposits.

(a)
(b)

. Housing Board Deposiis.

(a)
(n

Tndustries
Carporation,

()
()

of Agro-Tndustries
Corporation.

(a)
{h

. Taeposils of Khadi and Village

Industries Board.
{a)
{h

. Deposilz of Focal Funds,

()
(M

L Othet deposits.

(please specify details by major
categories)

()
(M

19 M of [in [73--19,
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PROTORMA O

Depasitx and Advances

1971

Ay on 3Lt March of each

1972

1973

1974

year

1973

1976

1978

1979



(4) Letter No. F.C.A% ()-AF72, dated 13th October, 1972
from Member-Secrerary, Finance Commission to Finance
Secretaries of all Stares.

Please refer to my D.O. letter of even nunber dated the Ist
September, 1972 in which the State Governmient had been re-
quested to furnish certain information relating to the working
of the State Electricity Board, State Road Transport Corpora-
tion etc.

2. Ishall be grateful if information on the following addi-
tional points relating to the State Electricity Board is also made
available to us at an early date:—

(i) Total progressive investrment in power projects, as at
the end of cach year from [968-69 to 1871-72 and esti-
mated at the end of 1972-73 and [973-74 separately
for the various systems of power generation e.g. steam,
hydro, diesel etc;

(il) Average cost of power per unit (kwh) produced under
each of the above mentioned systems separately and also
all the systems taken together during the year 1968-69
to 1971-72;

(iii) Average revenue in paisa per unit (kwh) realised from
power sold

(a) within the State and

(b) outside the State
for each of the vears from 1968-69 to 1971-72;

(iv) Receipt from electricity duty for the years 1968-69 to
1971-72 together with its break-up as follows:—

{(a) on power sold by the State Electiicity Board,

{b) on power sold by depag'tmcntal electricity under-
takings including electricity portion of multipurpose
river valley project etc;

(¢} on sale of power purchased from other State/Sys-
tems and

{d) on sale of power by private generators etc. For
this purpose, aggregate revenue from electricity
duties may be split up in proportion to the nurnber
of units sold under ecach category.

3. Tt will be useful if similar estimates could also be furnish-
ed for each of the vears 197273 1o 1978-79. Such estimateg
would, it is expected, nct be difficult to prepare if the
formulation of the Fifth Plan of the power scctor is in an advane-
ed stage. If, however, the preparation of the Fifth Plan is like-
Iy to take some time, estimates, for these years can be sent subse-

quently, without holding up the compilation and submission of
the information asked for in the preceding paragraph:—

. 4. Brief notes may also kindly be furnished on the follow-
ing:—-

(a) Present position regarding the estimated leve] of losses
in power transmission/distribution ete,, and steps taken
by the State Government/State Electricity Board to
minimise such losses;

(b) Norms, if any, used by the State Electricity Board in
projecting its receipts and expenditures for purposes
of the budget and for formulation of the forecast to be
furnished to the Planning Commission in connection
with Annual Plans. A note on this peoint has already
been sought in Shri A. G. Krishnan's D.O. lefter No.
F.C.21(2)-A4/72 dated the 8th September, 1972,

5. It is requested that the above information, together with
the material asked for in my earlicr letter of the 1st
September, 1972 may be furnished to us urgently and in
any case by the 15th November, 1972,

(5) Letter No, F.C. 20 (4)-A172 dared Ist August, 1972
Sfrom Shri G, Ramachandran, Member-Secrerary, Finance
Commission to Finance Secretaries: of all States.

In terms of para 5 of the Presidential Order setting up the
Sixth Finance Commission, the Commission is expected to
undertake “a general review of the States’ debt position with parti-
cular reference to the Central loans advanced to them and
likely to be outstanding as at the end of 1973-74 and suggest
changes in the existing terms of repayment having regard, inter
alia to the overall non-Plan gap of the States, their relative posi-
tion and the purpose for which the loans have been utilised and
the requirements of the Centre™.

2. 1In order to be able to deal with this question the Finance
Commission would need to have a detailed picture of the debt
position of the State—purposes for which loans from different
sources have been obtained, the terms of the loans, amounts still
outstanding and the schedule of repayment upte 1978-79, I
shall be grateful if you can, in consultation with the Accountant
General concerned, furnish information as required in the pro-
forma attached for each of the categories of loans indicated in
the Annexure.

3. Thirty copies of the statements containing information
as in the proforma may kindly be sent so as to reach me by the
15th September, 1972, If you need clarification on any point
perlaining to compilation of these statements, please do not hesi-
tate to write to me.
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DEBT POSITION OF STATES

State———m9—

Auntonnts vutstanding as on 31-3-1972 and schedule of repayments upto 1978-79—
Statement No.

(Rs. lakhs)
Sl No. [tem Pur- Rale ol Other Originally raised Qutstand- Scheduled to be repaid during Balance if
posc interest  terms — —_—r— — ing ason pe——— A e any as on
of repay- Year Amount 31-3-72 72-73 73-74 74-75 75-76 76-77 77-78 7819 31-3-79
ment
4 5 6 7 8 9 10 15 i2 13 14 15

Notes:—1, Loans repayablein 12 moanths and under may be excluded from these statements, and shownin a separate statement

purposewisc.
2. Col. 3 should refer to actual/effective rate of interest, taking into account the rebate, if any, for prompt repayments,

3. Col. 7: overdue instalments should not be included under this column, but may ke shown separately,



StateMent [NI—Loans for Centrally sponsored Scheries.

Details may be furnished by individual schemes. These
detallslshould not be included cither under Statcment I or State-
ment IL

B. Loans from Financial Institations to States.

(Statements under this catégory should not include loans
given to autonomous bodies like State Eilectricity Boards, State
Road Transport Corporation etc., with or without state Govern-
ment guaraniec).

STATEMENT IV—Loans froim Reserve Bunk of India.

Details may be furnished by individual loans sepatately for
Plan and non-Plan purposes. This statement should not include
ways and means advances and overdrafts.

S ATEMENT V—LIC Loans;—

Details may be given by individual loans separately for Plan
and non-Plan purposes.

STATEMENT Vi—Loans from State Bank of India.
STATEMENT VII—Loans from Nationalised Banks.
STATEMENT VIH—Loagns from other Financial Institutions.

STATEMENT 1X—Loass front other autonomous bodies e.g. {CAR.
elc.

Details may be given by individual loans, for Statements VI
to XL

ANNEXURE
A. Loans from the Centre

STATEMENT [—Non-Plan Loans.

Details may be given by individuai oans. This s alement
wil! include a1l non-Plan loans from the Centre such as foans
given for clearance of over-drafts, special accommodations,
small savings collections, retief of distress caused by natural
calamities, non-Plan development and other non-development
purposes. This will excliude loans for Centrally sponsored schemes
but will inclide loans for speciticd development projects outside
the Plan.

SrateMent II—Loans for State Plan Schemes.
Details may be furnished as under:
(a) Upto 1957-38 by individual loans
(b) 1958-59 to 1968-62.

Stale Govermments are aware that the procedures for allo-
cation and release of Central assistance (loans as well as grant)
for State Plans were progiessively liberalised during this period.
Information in regard 1o purposc-wise utilisation of Central assis-
tance will therefore be available, in varying degrees of detail,
for this period. The purpose-wise distribution of Central assis-
tance may, therefore, be indicated by Schemes/groups/heads as
the case may be with reference to the instructions governing asscss-
ment and release of Central loan assistance for the Plan
for the year in question. It may also be recalled that during
this period there was a special category of loan, called HMige
cellaneous development loan™ for purposcs of the plan. The
purpose-wisc allocation of miscsllanceous development loan may
be made with reference to approvals in this regard accorded by
Planning Conumission/Union Miaistry of Finance for each year.

(¢} 1969-70 onwards—block loans:

Loans for centrally sponsored schemes should not be included
under statement 11
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(6) Letter No. F.C. 20 (4) -A[T2 dated 23rd Aptil, 1973 from
Shri G, Ramachandran, Memeber-Secretaiy, Finance
Conumnission to Finance Secretaries of all States.

The Commission had requested you, in its letter of even
number of August 1, 1972, to furnish data in regard to the debt
position of your State—purposes for which loans from different
sources have been obtained, the terms of loans, amount still
outstanding and the schedule of repayments up to 1978-79,
The information called for related to amounts outstanding as
on 3lst March, 1972 and schedule of repayment in respect of
these loans upto 1978-79. The information in regard to this
has already been furnished by your State Government,

2. Now Lhat the year 1972-73 has come to a closc the Commis-
sion would like to have, at an earlisr date, the figurcs relating
10 loans obtained by your State Government {excluding short
term loans repayable in 1972-73 and 1973-74) during the year
1972-73 and the schedule of repayment of such loans over the
period of Fifth Plan.  This information may kindly be supplied
in the same proforma as indicated in your letter of August, 1972,

3. The terms ol veference of the Commission require that a
view in regard to Ceniral Loans advanced to States and likely
1o be outstanding as at the end of 1973-74 be taken into account.
1 shal! be grateful if you could also indicale in a separate statement
the likely amounts to be reccived by your State Government in
1973-74 as loans by various categories and the repayment obliga-
tions in respect of these loans over the Fifth Plan period, Bricf
notes indicating the assumptions on which these estimates have

been worked out may atso kindly be indicated.

4. Thirty cepies of the statements containing information
on the above points may kindly be sent to us by May 10, 1973
at the latest. 1 have no doubt as the problem of debt iclief is
of vital interest to the State Government the required information
would be complied with the utmost sense of urgency and by duc
daic to enable the Commission to formulate its views in the
makter,

(7) Letter No. F.C. 20 (26)-A/T2 dated 10-8-73 from Shri
G. Ramachandran, Member-Secretary, Finanice Commis-
sion to Finance Secretaries of all States.

As vou are already aware, the Commission is required,
under its terms of reference, to underiake a general review of the
States’ debt position with particular reference to the Central
loans advanced to them and likely to be outstanding as at the
end of 1973-74 and suggest changes in the existing terms of re-
payment baving regard, infer alia, to the overall non-Plan gap of
the States, their relative position and the purposes for which
the loans have been utilised, and the requirements of the Centre.
To enable the Commission to consider this term of reference,
we had called for details of loans advanced by the Central Govern-
ment to the State Government that are likely to be outstanding
by the end of 1973-74, indicating, inter alig, the outstanding
balance at the beginning of the Fiftn Plan period and the repay
ments due to the Central Government during the Fifth tlan
period. Arrangements have been made to get the esliniites of
repayments in respect of loans taken to the end of 1972-73 and
likely L0 be outstanding by the end of 1973-74 being ¢hecked by
the Stale Accountant General.

2. The material furnished by the State Government in this
regard indicates that a very large number of loans arc outstandirg
Eurther, loans for same and similar purposes were drawn by the
State Governments in different years. The Commission felt
that it would be useful to classify the individual loansinto broad
categories so that the problem of debt, particulariy with refercnec
to the purpose for which the foans have been utilised, could be
considered in proper perspective.  We have accordingly classi-
fied the louns into certain broad calegeries with reference to
the details furnished by the State Government in regard to the
individual loans, The enclosed Statement indicatcs the out-
standing balance at the end of 1973-74 and repayments due to
the Central Governinent during the Fifth Plan period in respect
of cach categorv. It is feft that the work of the Commission
would be considerably facilitated if the outstanding balance
and the cstimate of repayment for cach categery is checked

i)



(o climinate
aceo dingly

L onedtation with the State Goverriknl

any pussibility of ervor of computation. 1wl

request val to Kkindly get the enciosed Suitement checked wnd
return the same with youy comuents, i5 any,  soas to rcach

s dutest by 236 Augist. 1973, If the statement is not rogeived
hack by that date, it will be aresumed that vou have no conunents
to olfer and the oulstanuang balance and the estimates ol 1e-
payment os shown in the stuivinent are correct on the basis of the
records of the State Governmeni. in  casc your comunenls
necessilale substantial nied coticns lo the Statemcent, it will
be useful to reconcile the Giffercpecs by personal discussion.
Should this be found necessary, ihe discussion is proposed 1o

be heid with the representative of the Slate Ciosernpwent in the
Commission’s Office at Deli on--r —— 1973, 1
will sugeest that the work may be ertrusted to an ofticer who
is fully conversant wiih the problent so that, it founed Accossiry,
he muy come Lo Delhi 1o setile the discrepancies on the date
indicated above. ln order that the prosramni of discusston
if Tound nccessary, is not disturbed, it may kindly be ensured
that the Statement is returned 10 us by the preseribed date and
the offver also keeps himself free for tis purpose.

3. Receipt of this letter may kindly he

acknowiedeed by
telegram.
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Debt position of —-

(Rs lakhs)

Categories of [oans

Amount likely to be outstanding as on
31-3-1974 in respect of loans from the
Centre

Amount to be repaicl during the Fifth
Plan period in respect of loans from the
Centre

Obtained Obtained Likely  Total

Obtained  Obtained Likely  Total

upto during to be (Cols. upto during to be (Cols.
71-72 72-73 obtai‘ned 24+34-4) T1-72 72-73 obtained 6+4+748)
during during
73-74 73-74
1 2 3 4 5 6 7 3 9

1. Non-Developimental loans
1. Pre-autonomy debt
2. States’ Share in market borrowings
3. Shareinsmaltsavings

4. Reliefand rehabilitation.
(a) Goldsmith
{b) Displaccd persons from Pakistan .

(c) Repatriates from Burma, Ceylon
etc. . . . .

(d) Other relief and rehabilitation
schemes.
Total—4
5. Natural Calamities

(a) Floodrelief
(b) Famine and drought relief. .
(¢} Others (Pl give details)

Total—5

6. Loans, if any, for clearance of over-
drafts (Medium term loans sanctioned
in 1972-73) . . .
7. Special accommodation

8. Special loans, if any for meeting gap in

resources . . . .
(a) T.oans to erstwhile Union Territor-
ies . . .

(b} Loans sanclioned in 1972-73.

(cy Other loans, if any (Please give
details) .

Total—8
9, Other non-developmental Joans :
(a) Modernisation of police force.
(b) Policehousing .

(c) Housing for All-India Service
Officers . .

(d) Miscellaneous non-developmenta]
loans (Please give details)

Toial—9
Total—1- 9
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Debt Position of—-—em-——

Amount likely to be outstanding as on

Categorics of loans
31-3-1974 in respect of loans from the

(Rs, Jakhs)

Amount to be repaid during the Fifth Plan
period in respect of Toans from the Centre

Centre
Obtained Obtained Likely Total Obtained  Obtaived  Likely Total
upto during to be (Cols. upto during 10 be (Cols.
71-72 72-73 oblained 24+3+4) 71-72 72-73 oblained 6+748)
during during
73-74 73-74
i 2 3 4 5 6 7 8 9

I, Developriental

1. Agricultural production and  alied

schemes

(a) Agricultural production

(b Grow moere feod schercs

(¢v) Land development, land reforms .

{¢) Forestand Seil Conservation

(¢) Horticulture

() Fisheries .

(#) Animal husbandry and Dairying .

{ky Minor irrigation, Tube wells

(i) Permapentimprovement in scarcity
aflected arcas . .

Total—I1
2. Irreation & Power

(a)y Multipurpose River Valley Sche-

mes . . . . .

() brrigation {(Medium & Major)
Project . . .

{c) Power project

(d) Flood contro!

(e) Fnvestigation for irrigation and
poOwWer projects . .

(fy Ruralelectrification

(g Inter-State transmissionlines

Totel-2
3. Industrial Development
(a} Mediumand Large industry
(by Smallscale industry
(c) Ruralindustries
(d: Handicratts
(e} Handloom

(fy Industrlaiesiates.

(£} Adoption of metric system of
weight & measures. . .

(1) Others (Pl give details)

Total—3



Categories of joans
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Debt posilion of (Rs. lakhs)

Amount likely to be cutstanding as on  Amaunt to be repaid during the Fifth Plan
31-3-1974 in respect of loans from the period in respeet of loans from the Centre.

Centre.
Obtained Obtained Likeoly Total Obtained Obtained Likely Total
upto during to he {Cols. upto during to be {Cols.
71-72 7273 obtained 243 +4) 772 72-73 obtained 6+748)
during during :
73-74 73-14
2 3 4 5 6 7 8 9

4. Housing Schemes
(a) Subsidised industrial Housing
{(b) Low Income Group Housing
(¢) Village housing schemes
(d) Land acquisition & development .

{e) Oihker housing schemes (Please
aive details) . . . .

Total—4

5. Water-supply,

drainage and slum
clearance . . .

6. Education
(a) Education schemes
(1 Construction of hostels

(¢) Nationalloar scholarship

Total—-0

7. Medical and public health schemes

8. C.D.N. E. 8. and Cooperation
(2) Community Development, NES
by Cooperation schemes

(¢} Contribution to share capital of
Cooperaiive Societies .

(&) Purchase of debenturcs of Land
Mortgage Banks R

(e) Agriculture Credit Stabilisation
Fund . . . .

(f) Construction of godowns
(g) Rural Works programmes .
(h) Rural Man-Power Programmes

Tofal—8

9, Transport

(2) Inter-State roads of economic
importance . .

(b) Tn-land water transport .
(¢) Development of Minor Ports .
(dy Construction of bridges.

(¢) Other (Please give details)

Total—9

————

A e - e
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Categories of loans Amount likely to be ouistanding as  on

(R\ lakhs)

Amount to be u.pzud dyring the Fitth Plan
period in respect of loans from the Centre.

31-3-1974 in respact of loans {rom the
Cenlre.
Obtained  Obtained  Likely lotal
uplo during L be {(Cots.
1111 7273 oofaied 21+34+4)
during
7374
1 2 3 4 5

10. Labour, employment and Social Welfare
(a) Educated unemployed
(b) Welfare of backward classes .
(c} Others (Please give details) .

Total—10
11. Miscellaneous Development loans

12, Block loans for State Fourth Plan Sche
mes

fa) Part of Fourth Plan assistance

(h) Specific loans outside Fourth
Plan assistance . .

13. Other Development schemes . .

(a) Development of border areas

(b) Other develgpment schemes (Please
give details) R .

Total—13
Total—11{1—13)

111, Totalloans from the Centre

(btained
uplo
71-72

6

Obtained
during

1273

7 Likely Total

to be {Cols.
ohtained  6+7+8)
during

73-73
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Explanatory Notes

1. Please include loansfrom ths Central Government only.
Loans from Central institutions like RBI, LIC, NCDC,
IDC, Warchousing Corporation etc.  should not be
included,

2. Loans for Natural Calamisties are those taken from the
Government of India specifically for this purpose.

3. Plan loans taken prior to 1969-70 should be classified
under the relevant items indicating the purpose under
“H-Developmental”.

4. “Block Loans™ under “II-Developmental” represent
loans advanced for financing State Plan Schemes with
effect from 1969-70 according to the revised arrange-
ment for Central assistance.

5, Loans for Multipurpose, Irrigation, Power Projects,
etc., taken during the Fourth Plan period should be
shown against “Block Loans” and not under the specific
purpose loans, irrespective of the fact whether these are
continuing projects at the beginning'of the Fourth Plan
or not. Thus, loans for Nagatjuna Sagar Project,
Beas Project, etc., which were continuing projects at
the commencement of the Fourth Plan, should be clas-
sified under “Irrigation & Power” upto 1968-69 and as
“Block Loans” from 1969-70. In case over and above
the loan assistance for State Plan schemes any loan
has been received during the Fourth Plan for a specific
Irrigation or Power project, the same should be  shown
separately under “Block Loans™ and the position suit-
ably explained in a Foot Note. )

6. Special accommodation relates to the assistance given
specifically for meeting non-plan gaps in resources dur-
ing the Fourth Plan in relation to targets fixed earlier.
Other loans received for meeting gaps in resources
should be shown under appropriate heads.

7. Loans for centrally sponsored schemes and Central Plan
schemes including those given since 1969-70 should be
classified with reference to the purpose under different
heads indicated under “lI-Developmental”,

8. Short term loans and Ways & Means advances, if any
should be excluded. ’

(8) Letter No. FC 1(1)-B/72 dated 25-7-72 from Shri G.
Ramachandran, Member-Secretary, Finance Commission

to Dr. I.G. Patel, Secretary, Department of Ec i
Affairs, New Deihi. J Econonic

The Sixth Finance Commission requires as usual data on the
resources of the Central Government and allied matters like
devolution of Central taxes and other grants and loans made to
States.

Some of the points on which information is required are set
out in the enclosed note. I shall be grateful if you could arrange
to have the necessary information supplied to us by the end of
September, 1972,

FORECAST OF REVENUE AND EXPENDITURE

1. Revenue and Expenditure

(1) A forecast in the attached form of the revenue receipts
of the Central Government by major heads of account for the
five years 1974-75 to 1978-79 together with corresponding data
for each of the years 1968-69 to 1973-74.

(2) A forecast in the attached form of the expenditure met
from revenue of the Central Government by major heads of
account for the five years 1974-75 to 1978-79 together with
corresponding data for each of the years 1968-69 to 1973-74, In
working out the forecast of expenditures for the years 1974-75

to 1978-79, due provision will no doubt be made for maintenance
expenditure on account of the Plan schemes taken up for im-
plementation during the Fourth Five Year Plan period and likely
to be completed by the 3(st March, 1974, The norms, if any,
followed by Central Government in determining proviston for
maintenance expenditure may also be kindly indicated,

(3} A statement showing for each of the years from 1968-69
to 1973-74 estimates of grants to the States from current revenues.
Brief notes explaining the basis on which each grant was cal-
culated and the purpose of the grant may also be furnished.
The break-up of these grants between plan and non-Plan items
may also be indicated. It will be appreciated if State-wise
details of such figures can be furnished. The break-up of these
grants between plan and non-Plan items may also be indicated.
Tt will be appreciated if State-wise details of such figures can be
furnished. (For the purpose of this Statement, the payment of
the States’ share of Income Tax and Union Excise and the
allocation to the States of Estate Duty and Additional Duties
of Excise in licu of Sales Tax should not be treated as grants.}
Grants paid Lo States on account of Wealth Tax on agricultural
property should also be indicated together with a note explain-
ing the basis on which the distribution has been made.

{(4) A statement showing capital grants (but not loans) to
the States over the years 1968-69 Lo 1973-74, The nature of these
grants and their distribution between Plan and non-Plan items
may also be indicated. Here again, State-wise distribution of
these figures may please be furnished.

1t. Loans to States :

(1) Total loans given by the Central Government to eaeh
State from time to time and the purposes for which they were
given with a break-up between Plan and non-Plan.

{2) Terms and conditions of such loans individually and State-
wise.

(3) Details of loans which had been repaid by the States
in time and the defaulting States and the amounts of such defa u
with a brief indication of remedial action (if any) taken by
Government,

{(#) Details of further loans given to States individually to
help them repay the loans due to the Centre (Break-up by States
in each case).

(5) The amounis of loans written of, if any, and the amounts
of overdue loans, if any, with a break-up by States. The informa-
tion on the above points may be supplied from 1968-69 on-
wards.

(6) A Statement showing repayments of loans due from each
State in each of the years from 1974-75 to 1978-79 under the
following three broad categories :—

(i) Repayments in respect of loans for plan schermes paid to
the States upto the 31st March, 1974,

(i} Repayments on account of loans given to States on ace-
ount of small savings collections upto the 31st March,
1974 and

(ili) Repayments in respect of other loans given to the States
upto the 31st March, 1974.

Estimates of loans to be given during 1972-73 and 1973-74
in respect of plan schernes, small savings collections and others,
have to be made and rcpayments on account of these estimated
amounts will be shown separately in the Statement in each of
the years from 1974-75 to 1978-79.

TI1. Expenditure on Natural Calamities Relief :

A Statement showing the year-wise and Stlate-wise expenditure
on natural calamities, as reported to the Union Minisiry of
Finance by various State Governments and the grant and loan
assistance given to the States on this account for each of the
years from 1966-67 onwards.



V. Addisional Informarion .

(1) Details of the recgipls of the Central Government by way
of loans and other capital receipts,

(2) Details of disbursements of the Central Goverament by
way of loans and capital eutlay, both plan and non-plan.

(%) Detzils of expenditure on civil administration including
revision of dearness and other allowances from time to time.

(4} ine outlay on Defence and Border Security.

{5) The amounts required for Lixe servicing of debt by Central
Government, indicaling amounts payable as interest principal
in each vear and the provisions for amortisation if any, of debt
as well us anounts recoverable as interest and repayment of
principal in respect of loans by the Central Governmcent.
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{6) Details of such other committed expenditure as may have
to be provided for in the course of the five vear period, 1974-75

to 1978-79,

[nformation on (he above points may be supplied from
1968-69 to 1973-74 and a forecast for the period 1974-75 to

1978-79.

{7} Details of the debt position of _1hc.Ccntra! Government
for the period upto 3[-3-1974, indicaling separately loans
raised in India, loans from PL 480 funds and loans borrowed
from other countrics.

(%) The investments of the Central Government in commer-
cial schemes/departments and cther productive enterprises to-
gether with details of such investments and the amount of return
each year on capital invesled; and in the event of losses, the steps
gal-;cn by the Central Government to avert or minimise such
QSSes.
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Stutement of Expenditure met from Revenues—Central Governiment

" (Rs. crores)
Hcado_FAccount 7;\ctue.\-fs. Actuals Acluals Pre- B.E. Latesi Esti- ' Forecast for ) S .
1963- 1969-  1970-  Aetuals  72-73  estimates mates ‘ A — Total
69 70 71 71-72 72-713 7374 74-75 7576 7677 7178 78-79 74-75

I ) €} S ) (%) N ® &) (10 (1 2y a3 (14

1. Education (etc.,
etc.) .

{a) 1968-69 Plan
schemes . — — — — — - — — —

(h) Fourth Plan
schemes . — — —
(i) Ceniral Plan ) -
Schemes
(if) Centrally
sponsored
schemes . — -— —

{¢) Non-plan ex-
penditure

(¢) Committed
expenditure in
respect of 1966~
69 annual plans

(i) Committed
expenditure in
respect of
Fourth Plan
schemes

(¢if) Other non-
plan expendi-
ture

Total

Note : Similarly for other heads of account. o >
Statement of Reveiue Receipts—Central Government

(Rs. crores)

Head of Account  Actuals Actuals Actuals Pr;_- _"B.E. Latest ES[—I-
1968-  1968- 1970-  Actuals 1972- Fstimates maies

69 70 71 1971- 73 1972- 1973- 7475 7576  76.77 7778 78-7; 74-75
72 73 74

Forecast for Totalﬁ
-

to
78-79

1) 2 )] ) & 6) @ ® ® o) an |

12) (13) (14

1. Corporation tax :
Normal at 1967-
68 rates

Addl. taxation
1968-69

Addl, taxation
1969-70 . —_

23

Addl, taxation
1970-71 . —_ —

Addl, taxation
1971-72 . . — — —

Addl. taxation
197273 | . — — -_

2. Taxes on Income
other than
Corporation tax,

Note : As above and similarly for other taxes and duties



NoTrs---Revenne and Expenditure

1. As mentioned in the 1.0, note, fizures are fo be shown by
major heads of account. However, under Major heads like
“Niscelluncous”. details of special items of significant magni-
tude mav be given.

2. Tn working oul the forecast for the years from ]‘}74-75
to 1978-79, the follow ing poinls may please be kept in mind :

{0} T the Section dealing with revenue, no deductions should
be made on account of the States’ share of income tax or estate
duty; but a separate siatement should be farnished giving an
extimate for each vear of the divisible pool of income tax and the
(vl of the distributable amount of estate duty. The contribu-
tion receivable from the railways in lieu of tax on railway passen-
ger fares should he shown separately from other contribution
from railways.

(b Brief explanations should be given of any large variations
in the revenue estimates from year to year.

(c) Details of the estimates relating 1o the Union excise
dutics may be given by each article, separatety for basic, regula-
tory and additional excise duties.

(d) Grants payable to the States in lieu of tax on railway
passenger fares should be shown separately from other grants.

(&) _The share of the divisible excises pavable to the States,
if included in the expenditure estimates, should be shown sepa-
ately. Separate figures should be given also for additional
excise Juties.

(f) As on the revenue side, variations in the estimatcs of
expenditure [rom year to vear should be briefly explained.

{g) Tn the expendilure estimates, details of the provision
included in each vear for grants to States should be given.

(I} Both the revenue and the expenditureestimates should be
hased on the levels of taxation reached upto 31-3-1974 and the
present scales of expenditure; they should, however, take into
account the mormal growth of revenue and expenditures.
Provision should also be made for any loreseeable measures
of important non-developnenial expenditures, showing the
amounts separatcly and adding suitable explanations to indicate
the character of such measures, and whether obligatory or other-
WI1s€C.

(i) In the statement relating to revenue expenditure for the
years 1968-69 to 1973-74 under such heads of accounts as include
plan expenditures, the break-up of total expenditure between
plan and non-plan may please be indicated. For the yecars
1974-75 to 1978-79, no provision should be included in  the
estimates for such developmental expenditures as will be
in the Fifth Plan. For these years the estimates to be included
in the Statemeni should refer to 1 —

{a) Maintenance expenditure on account of plan schencs,
undertaken in each of the years 1969-70 to 1973-74 and
likely to be completed by 3tst March, 1974 both re-
venue and capital ;

(b) such new developmental cxpenditure as would not be
included in the Fifth Plan, for any reason; and

(¢) all such normal conlinuing cxpenditure as was not
included in the plan and would not be included 1n the
Fifth Plan either.

(OY Letter Noo F.C.20014)-4/72, dated 27th October, 1972
from Mensher-Sceretary, Finance Connission 10 Necre-
raries of Afiistries of the Governient of India.
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While considering the principles which should vovern the
sharing of Central taxes and duties and allocation of grants-in-
aid 1o States, the Sixth Finance Commission is, under is (€rnms
of reference, required to lake into account, amoag other things,
the resources of the Centra! Government and the demands there-
on on account of the expenditure on civil administration, defence
and border security. deht servicing and other liabilitics. The
Commission has given some (hought 1o this aspect of s work
and has decided to hold discussions with the representatives of
the Central Ministries so as 1o have a proper appreciation of
their requirements in the Firth Pan periad, However, before
these disenssions are arranged, the Commission would like 1o
have factual data aboul the growth of establishment in the vari-
ous Ministries (including attached or subordinale agencies)
a3 well as their views on some of the specific issues relevant to
our work., The points on which factual informaiion and your
views are required are sct out in the questionnaire attached
herewith. 1 shall be grateful if the Ministry’s reply to the
questionnaire can be sent to me at an early date and preferably
by the 31st December, 1972,

2 After the Commission has considered your reply (o the

questionnaire, [ shall \\-'_rite Lo voul again about the Commission’s
programme of discussions with your Ministry.

QUESTIONNAIRL

. L. Please furnish a short descriptive nolc on  the muain

functions performed or looked afler by the Ministry referring

spcg;;al!y to the divisian of such functions as between subiccls

fz}]llng in the state List (List 1 of Scventh Schedule) of (he

E_o?sutuuon and those faliing within the Union or Concurient
ists.

2. Please furnicin dafa {in the form attached) regarding the
growth in the size of the establishment of the Ministry {inchod-
ing aftached and subordinate agencies) and expenditure relating
thereto, in respect of eazetted and non-gazetied stali in the

successive DMan periods commencing from the First PPlan.

3, 'To what extent is the growth of the establishment atiri-
_butnble_:o expansion of the Ministry™s work relating (o subjects
in the State List of the Constitution ? ’

4. Please indicale the norms, il any, used lor the employ-
ment of additional stafl’

3. Has the Ministiy underiaken any review racently of irs
organisation and functons, specially in the light of the recom-
mendations of the ARC (Recommicndation No. 10 of the
Report on the “Machinery of the Government of India and its
Procedures of work™™ and Recommendalion No. 22 of the
Report on ‘Ccntrc_—S!aic Relationships’) 2 I 50, the major
features of the review and the action takcn ihercon may be
indicated.

6. Article 258 of the Constitution proy ides for cntrusinent,
conditionally or unconditionally. to State Governmonts of
Functions in relation Lo maticrs to whick the executive power
of i+ Union extends, Lfforis made by the Ministry in this
regard and the scope for a greater use ot this provision by the
Ministry may be indicated.

7. Plense indicate the main highlights of the programmnes
proposed 1o be undertaken by the Ministry during the Fifth
Plan period. Does the Ministry contemplate any significant
increase in the strength of its establishment in connection with
this programme 7 The proposals, it any. Tormulated in this
connection may be indicated in oulline form.
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Establishient of Central Ministries

1. Secretariat
() Gazetted
(#) Non-gazetied
Total

2. Attached Offices
(i} Gazetted
(i) Non-gazetted
Total

3. Subordinate Offices
(7) Gazetted
(i) Non-gazetted
Total
Total: Gazetted
Non-Gazetted
Grand Total ;—

zﬁumber in hundreds
“*Expenditure in Rs. lakhs,

Exnenditure includes (i) pay and allowance; and
(it) contingencies

(10) Letier No. FC 2006)-4/72 dated the 2nd Augnst, 1972
from Shri A. G. Krishnan, Deputy Secretary, Finance
Commission to Shri B, Maithreyan, Joint Secretary
Department of Economic Affairs.

In connection with the work of the Finance Commission,
we require information on the following two points:—

() The basis on which the rates of inerest on loans Lo
State Governments are now fixed; and

(i} whether the question of modifying the systcm of equaled
payments has been considered.

May 1 in this connection also invite your atlention to para
151 of the report of the Second Finance Commission which
is extracted below for your ready reference:—

banker. The Union and the States are partners in
the big cnterprise of national development and while
there is no reason why the Union should iend io the
States at less than the true cost of its borrowing, there
is no justification cither for charging more than the
true cost ....cevvnas .

1 am desired to enquire whether an altempt has been made to
assess the ‘true cost of borrowing of Government of India’
and relate thereto the rate of interest to be charged on loans
to State Governments. Apart from indicating the current
‘true cost of borrowing of Government of India’, I wonder
whether it would also be possible for you to furnish the cor-
responding figure for as many of the preceding ycars as possible.
This would be of help to the Commission in dealing with ths
" ropresentations likely to be made by State Governments.

I shall be grateful if information on these poiats in as much
details as possible is sent to us at your earliest convenience.

With regards.

For the year ending
31-3-1951 31-3-1936 31-3-1961 31-3-1966 31-3-1969 31-3-1972

No.*/  Neo./  No/ = Nof No./ No./
expendi- expendi- cxpendi- expendi- cxpendi- expendi-
turg™ ture ture Lure ture ture

{11) Note from t.’_re_ Ministry of Finance (Department of
Economic Affuirs) regarding average rate of borrowing.

MINISTRY OF FINANCE

(Department of Economic Affairs)

The Finance Commission in their D.G. letier No. FC 20(6
AfT2 dated 2nd August, 1972 have asked for informalion(o)r;
the following three points:—

(i} the basis on which the rates of interest on loans to
State Governmenis are now fixed;

(i) whether the question of modifying the sysiem of equated
payments has been considered; and

(iiiy whet her an attenipt has becn made to assess the true
cost of borrowing of Government of India and relate
thereto the raie of inlcrest to be charged on loans to
State Govermmeils.

2. Thesc are dealt with below.
(i) the busis on which the rates of interest ot loans to
State Governments are now fixed:

Prior 1o (-4-1969 rates of interest applicable 1o loans
aclvanced by Central Government 1o Slalcs were generaily
determined with reference to the prevailing redemption yields
of Govermment of India securities with unexpired maturity
corresponding to the period of loan to be sanctioned and making
a slight addtiion to cover debt management, incidental and
other charges (about 1/8%9). The rates were fixed on an annual
b_usisdand related to the periods for which the loans were sanc-
tioned.



determinaiion of lending rales with reference 0

3. The BE
the prevailing  redemplivit yields of  Government O
India  sccurities in effect co-related  to Goverpment s

lending raies with Qs own burrowing cost.  This arrangc-
ment alie enabled  the lending rates o be determined for
various periods of loans Lo be sanclioned,  Linking the kending
rates with interest rates carried by loans raised during & parti-
cular vear only was neitler practicable nor appropriate as
oniy one of two public loans of specific mattrivcs are raiscd
in a yoar whereas loans are advanced for varying periods.  The
redemption yizids of Government of India loans constitute
a more fair basis as yields would represent cost of burrewing
for particular periods at any point of consideration.

4. frieren rates on louns advanced fo States since 1963
and until 31st March 1969 are indicated below 1—

Period of ioan Interest rate per annuin

Uplo 1 vear 40,
Excecdite ©year, bul nol exceeding « years 437,
Uxeeading 4 vears, but not oxceeding 9 vears 39,
Exceeding 9 vears, bul not exceeding 15 yonrs 549,
Uxceading 15 vears. Gul koi exceeding J0 ycars 510,

Since Juac 1968 @ rebate of 1747, for prompi repayiments and
interes: payments has been allowed o Swate  Governmiets.

5. Loans given (0 Staie Governments for the specific nurpose
of reteading to their indusirial and commercial enterprises
{oxclinling Siare Blectriciy Boards), howeyer, carty ititeyest
rates applicuble o loans Lentril public sector undertakings.
The volums of shre foas 35 1ot much, These rates carrent
fram 1965 arel—

Period of Loan Fifective  Dateresst  ratc per

annum
Uplo 4 vears 6% (519 since June [1968)
Faceeding 4 vears but not

exceding Y venrs . 64U (6tY% since Juae 1968)

Exceeding 9 ycars but nol
excecding 15 years 704467 % since June 1968)

6. The position was reviewed in the light of observations
of the Filth Finance Commission while indicating the principles
adapted by it in assessing States” needs for grants-in-aid from
the Centre in Paragraph 635 of its Report, its assumptions in
reoard 10 interest on of foe Toans to cover gaps in Stales reso-
trces, suggestions for deferring interest recovery for suitable
periods in the casv of foans given for schemes like irrigation
inchuding waiver of interest recovery during the period of
construciion for a suitable period thereafter. Even though
the intcrest rates on foans (o States were already being deter-
mined with reference to Centre’s own horrowing cost, 1L was
decided to scale down the rates so determined in deference to
the obseryvations of the Filth Finanee Commission. Accordingly,
cince  1-4-1969 the maximum rate of interest on loans to
State Govermments was reduced to 5% with a rebate of 1/4%;
towards prompt payments and interest payments or in other
words, & 3/47, per anaum cilective. Where the interest rate
worked out on the basis ol the carlier formula was less
44 in the case of short term loans like ways and means advances,
{he lesser ratz was retained.  On this basis, interest rates on
loans to Sunte Govermmenis effeciive since 1-4-1969 are as
follaws; —

Per od of Loan Fifeciive interest rate per annum

4147
4314%

Uptlo one year
I*xcecding one year
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711 the case of loans for re-lending to jidustrial and com-
mereial enterprises, the lending raics mentioned 101 pard
above wore raised viz. 17295 from 101971

(1) Whetter the questic: of modifying the  sysiei of equiated
paymets fas heen considered.

<. Prior 10 1968 olf loans sanctionad to State Governments
were recovered in annual equated instaliments of principal and
iedesost.  This had the advantage of sprauding out evenly the
repaymcit and interest burden during the period of the loans,
the amount of annual instalment comprising principal and
intcrest being uniform throughout the currency ol a joan cxcent
of cougse during the period of moratorium. These arrangc-
ments however, created difficulties in caleulating the annuities
as and when the terms of the loans wers varied or any tempo-
rary deferment of recoverics was allowed as also in the prepara-
tion of forecasts of interest liability for purposcs of Plan dis-
cussions elc. Accordingly since Junc 1968 loans sanclioned
stipulate recoveries in annual equal instalments of  principal
together with interest due on the oufstanding principal from
time to tme,

(i) Whether an attempt has been miade [ assexs the trie
cost of horrowing of Goveriment of Indig end refate
thereto the vate of interest to be charged on loans 1o
Strate Governnweifs:

9. As indicated under item (1), interest Tales charged on
Central foans Lo Slates were, antit 31st March, 1969, virtually
the same at which Central Government itself raised or would
have taised loans for  correspending periods from the market
and from lst Apvil, 1960 these have even been lower than
Central Government's orwn boreowing rates.

10. The ‘ending rates have so far been related to borrowing
cost of Government in respect of market loans. That is to
say. other debt and interest bearing obtigations viz, floating
debt (treasury Dills), foreign loans and various iwems coming
under unfunded debt (provident funds, small savings securities
ete.) were not specifically taken inte account in determining
the lending rates.  This is because:—

¢iy Foreign loans are by and larue for specific purposes
and acerue 1o the Country as a whole and the Central
Gavernment on its part has also 1o provide substantial
aid to friendiy neighbouring countries. The quantum
of latter assistance has significantly increased since the
emergence of Bangla Desh, A substantial part of the
assistance provided by India is in tig form of outright
grants and the loans assistance 5 also mostly interest
Free. On a net basis much of the concessions attached
10 foreign aid received by India are being absorbed
by aid provided oy {ndia to the neizhbouring countries.
Lastly, the quai.um of foreign aid 15 coming down and
consistent with the object of sclf-roliance, dependence
on foreign aid is expecied 10 be areatly reduced in the
course of the Fifth Plan. By the end of the Fifth
Plan the country is cxpected 1 achieve the stage of
nel zero concessional rate. In view of all this, interest
busrden on foreign loans received should not be rele-
vant for the purpose of determining lending rates to
States.

Floating debt is short dated though it is true thai bulk
af the Lreasury bills issued in favour of the Reserve
Bank are being renewed on maturity but treasury bills
issued in favour of the Raeserve Bank constitute deficit
Snancing and it cannot be wreated as a borrowing in
the strict sense of the terin not i5 this debt earmarked

for any specific purpose.

(ii)

unfunded debt carry intcrest
almost at the same ralc at which market loans, are
raised.  In lact, with the introduction of Post Oftice
Time Dcposits the borrowing cost of small Savings
has very mugh increased. The other main item under

The accrctions uander

(iii)



unfunded debt is provident fund. The intercst rates
on provident fund deposits are going up: last year
interest rates prescribed were 5.7 % on first Rs. 10,000/-
of the deposits and 5% on txcess accumulations.

11. Even il both rupec Joans and unfunded debt itemns are
reckoned for the purpose of determining the lending rate to
States the effective rate would be above 67 per annum. This

is because:

(2

(b

Rupec loans have been raiscd at rate varyving between
5to 5 3/4% during this period; Governinent’s borrowing
rate based on aannual intcrest burden of rupee loans
raise’] curing each year was 5%; during 1969-70, 5.5%;
daring 1970-71 and 1971-72,  For 1972-73 the borrowing
rate (yet to be Jdetermined) may also be 5.5%.

Small savings denosiis carry varying iales of interest
ranging from 4 1/4% and 4 1/2% for POSB Accounts,
4 3/4% to 5% for CTD Accounts and 6 to 7 1/4%; for
Post Office Time Deposits. During 1971-72 collec-
tions amounted to Rs. 228 crores (provisional). Of

-this Rs. 148 crorecs pertained to Post Office Time

Deposits, Rs. 5! crores under Post Office Savings Bank,
Rs. 19 crores under CTD Accounts and the balance
of Rs. 10 crores under other schemes. Uader POTD
the bulk of thy deposils pertain to Employees Provi-
dent Fund and are for a period of 5 years. Besides

the expenditure an Simall Savings organisation, remune ra-
tion paid to P&T and Small Savings publicity cost
have also to be taken into account. Taking ali these
the average cost of Small Savings collections works
out to nearly 6 1/2%. Indeed loans to States out of
Small Savings coilections are heavily subsidised by
Central Government,

{c} The borrowing rates in (a) and (b) above relate to gross
amounts raised. Since debt discharged carries lower
rates of interest the average cost of net borrowings
would be higher as the following illusiration based
on last year’s figures would show:—

(Rupees in Crores)

[. (i) Grossrupee loans raised;(details annexed) . 731.24
(i) Annual Interest (Details annexed) . . 39.09

II. Debt discharged . . . . . . 432.10
Annual Interest (Dotails annexed) . . . 18.44

ill. Net loans raised . . . . . . 299.24
Net interest burden . . . . . 20.65

Average cost of borrowing 6.9%,
So will be the position in the case of unfunded debt items.



ANNEXURE

Loans raised during 1971-72 Amou ¢ 1ol
Interest
(Rs. {Rs. in

N cTores)  Crores)

L. 419 Loan, 1973 | . . . 132.57 6.3
5t% Loan, 1986 . . . . 13741 8.26
se"; Loan, 2001 ... 25.ws i2.99
5% National Defence Loan, 1981 . 59.93 3.00
54 %, National Defence Loan, 1986 . 23.66 1.24
51 % National Defence Loan. 2001 . 27.15 1.56
41% Loan, 1977 . . . 40.00 1.80
5% Loan, 1982 | . . . 35.00 1.75
5% National Defence Loan, 1981 . 5.00 0.25
5+7; National Defence Loan, 1986 5.00 0.26
547 National Defence Loan, 2001 15.00 0.86

447 Jayanti  Shipping Company
Compensation Bonds . .

731.34 38.48

Discount on Inans raised during1971-72

Total 30.09 (A
H. Debt discharged during 1971-72

447, loan 1971 33210 14.94

Ad-hocs . . . . . . 100.00 3.50
Total 432,10 18.44(B)
Net loans during 1971.72 . . . . 299.24
Net interest burden=(A—B) . . . . 20 63

Average cost of borrowing 6.9*%,

(12) Copy of D.O. No 13(7)-B/73 dated the 13th S

R v o 0. No. . . th September,
1973 from Shei B. Maithreyan, Joint Secretary, Ministry
af ch.“_nce_, Depariment of Econoniic Affairs addressed
1o Slu:t .O. Rarmachandran, Member-Secretary, Finance
Commission, New Delhi. '

According to the terms of reference, the Finance Commission
may make an assessment of the non-Plan capital gap of the States
on a uniform and comparable basis for the five vears ending

5/19 M of Fin./73—21.

1978-79 and in (he light of such an assessment, the Commission

may undertake a general review of the States, debit position
swith particular reference 10 the Cenitral loans advanced to them
and likely to be outstanding at the end of 1973-74 and suggest
changes in the existing terms of repasment having regard  inrer
alia to the overall non-plan gap of the States, their relative posi-
tion and the purposes for which the foans have been utilised
and the reguirements of the Centre.  Some State Governments
have represented that in view of the manner in which the terms
of reference by the Commission has been worded, the Conimission
may consider changes in the terms of repayment of Central
loans by certain State Governments only if such changes are
found necessary as a means of giving relief to such States from
the point of view of bridging their non-plan capital gap and over-
all non-Plan gap. These States have, therefore, suggested
that the small savings loans given by the Central Government
to the States may be considered independently and changes
in their repavments to the Centre suggested on their merits,

The Government of India have considered the representations
of the States and agree that the small savings lcans stand on
a different footing and may be considered on merits independent
of non-plan capital gap or overall non-Plan gap of States,

With regards.

(13 Letter No. F.C. 20(25)-Aj72 dated 3-8-73  from Shri

) ;. Ramachandran, Member-Secretary  Finance Comniss-
ion  to Shri  R.K. Trivedi, Additional Secretary, Plan-
ning  Commniission,

As you are aware, the Finance Comimission is required,
under its terms of reference, to have regard to the revenue
1esources of the States for the five years ending with the
financial  year 1978-79  while  determing the princi-
ples which should govern the grants-in-aid of the
revenues of the States out of the Consolidated Fund of India
and is also required to take into account, among other things,
the interest charges in respect of the debt and other committed
expenditure of the State Governments. The Finance Commission
has also been asked (o review the debt position of the State
Governments after making an assessment of the non-Plan
capital gap of the States on a uniform and comparable basis
for the five vears ending with 1978-79. Tt is necessary for this
purpose for the Commission to have a broad idea of the likely
Plan outlay of the State Governments [or the Fifth Plan period
and how the same is proposed to be financed. The resources
of the States during the Fifth Plan peried will also depend
to some exteni upon the fresh outlays on the Plan. Thus,
for example, investments in the power sector will affect the
earnings of Lhe State Electricily Boards while invesiments in
irrigation and industrial sectors will also have some bearing
on the revenue receipts. Interest burden during the Fifth
Plan period will also depend upon its borrowings both from
the open market and from financial institutions. [ wouid,
therefore, request vou to kindly indicate the likely outlays
on the State Plans and its scctoral break-up. The borrowing
programme of the States and the likely Central assistance,
in the form of grant and loan during the Fifth Plan period,
may also kindly be indicated. Although the Fifth Pian has
not vet been finalised, broad indications 1n this regard would
probakbly be avaifable at this stage, | would therefore request
that necessary material may kindly be furnished for the infor-
maiion of the Commission latest by [6th August, 1973,



14) Letter No. 68/12-Economic, dated 16-8-73 from Shri R.K.

Trivedi, Additional Secretary, Planning Commission
to Shri  G. Ramachandran, Member-Secretary,  Finance
Commission,

Kindly refer to your d.o, letter No. FC.20(25)-A/72 dated
August 3, 1973 in which you have sought information relating
to {a) the Fifth Plan outlays on the State Plans and their sectoral
distribution : (b) the likely Central assistance to the States
for their Fifth Five Year Plans and its grant and joan compo-
nents and (¢) the borrowing programme of the States during
the Fifth Plan period.

2. On the basis of the exercises made in the Planning Commi-
ssion in regard to the estimates of financial resources of the Cen-
tre and the States, tentative outlays of the order of Rs. 15,600
crores in the aggregate have been indicated to the individual
States for their Fifth Plans. The Statewise distri bution is
shown in the enclosed statement. These will be firmed up after
the final report of the Working Group on Financial Resources
is received and the recommendations of the Sixth Finance Com-
mission as also the Government’s decisions thereon become
available. The sectoral distribution of the Fifth Plan outlays
is currently being discussed with the State officials and a clear
picture will emerge only after these discussions are completed
sometime next month,

3, Regarding the gquantum of Central assistance to States
for the Fifth Plan period, no firm view has yet been taken in
the Planning Commission.  This will emerge after the recommen-
dations of the Sixth Finance Commission as well as the decisions
of the Government thereon are available. For the present
we have based our calculations on some rough estimates and
on the Gadgil formula and modifications if any, in this formula
will require approval by the National Development Council.
1t is, therefore, not possible for us at this stage to indicate
the figures of Central assistance for the States, Fifth Five
Year Plans or the breakdown belween grants and loans.

4. The State Governments have been asking for allocation
of market borrowing during the Fifth Plan period on the basis
of well defined and objective criteria as in the case of Central
assistance for State Plans. The Planning Commission has
not yet taken a definite view in the matter. The Commission
is likely to consider the questions such as, quantum of Central
assistance for the States’ Fifth plan, the principles of allocation
of this assistance among States, its Ioan and grant compo-
neat and the allocation of market borrowing to the States,
their enterprises and semi government bodies almost immediately
after the decision of the Government on the recommendations of
the Sixth Finance Commission becomes available and will take
final decisions in consultation with the National Development
Council, wherever necessary, before the finalisation of
the Fifth Five Year Plan.

Kind regards



(4) Discussions with Srate Govermuents or Stale Head-

{1!«'6"‘1‘6!‘5'.

Tamil Nadu
Karnataka

Maharashtra

(rujarat
Rajasthan
Haryana
Bihar

Punjab .
Uttar Pradesh
Orissa

West Bengal .
Tripura .

Madhya Pradesh

APPENDIX IV

Dates of Discussions with State Governments and Ministry o} Finance

10th and 1lth Januvary, 1973
17th and 18th January, 1973

31st January and Ist February,

2nd February, 1973

9th February, 1973

15th February, 1973

24th February, 1973

iith and 12th March, 1973
17tly and 18th March, 1973
2nd April, 1973

10th and 11th April, 1973
12th April, 1973

19th April, 1973

() Discussions

Andhra Pradesh

Kerala

Jammu & Kashmir

Himachal Pradesh .

Meglhalaya
Manipur

Assam

Nagaland

Finance Seccretary

with

29th und 30th April, 1973
2nd May, 1973

22nd June, 1973

29th June, 1973

30th July, 1973

st July, 1973

31st July, 1973

20th August, 1973 at New

Delhian!  24th Septem-
ber 1973 at Kohima.

Ministry of Finance

Secretary (Expenditure)
Chairman, Central Board 19th September, 1973.
of Excise & Customs and

other  officials

Ministry.

the



APPENDIX V

Namas of ar ganisations and individaals who- sent memoranda to the Co.nmissiomn

(a) Organisations which sear miemorandu to the Commission

1.

2

13.

14.

15.

. Kerala State

Federation of Andhra Pradesh Chamber of Commerce
and Industry, 3-5-822/6, Hyderguda, Hyderabad.

. Federation of Gujarat Milis and Industries Federation

Building, R.C. Dutt Road, Baroda.

. Gokhale Institute of Public Affairs, G.1.1%.A., Basvan-

gudi, Bangalore-4.

. Indian Merchants’ Chamber, 76, Veer Mariman Road

Churchgate, Bombay.

. Indian Roads and Transport Development Association

27, Bastian Road, Bombay-1.

. Inter-University Board of india & Ceylon, Rouse Avenue,

New Delhi-1.

Musliin League, Trivandrum Kerala®

. Madurai-Ramnad Chamber of Commerce, 90-92, East,

Avaninooia Street, Madurai-1.

. Maharashtra Charamkar Parishad, Bombay.

. Mysore Government Secrelariat Association, 162, Vidhan

Soudha, Bangalore-1.

. Punjab, Harvana and Dethi Chamber of Commerce

and Industry, %A, Connaught Place, New Delhi.

. Rajasthan Chamber of Commerce and Industry, Johari

Bazar, Jaipur-3, Rajasthan.
Sri Venkafeswara University, Tirupati, Andhra Pradesh.

Tamil Nadu NGO Union 31,

MNeeliveeraswuy Chetty
Street, Madras-5.

Vyaparak Association Mandal, Hanuman Garh Town,
Rajasthan.

by Individuals whe seit memoranda to the Commission

1.

. Shri Chaudhuri P.N. MLA, Mecghalaya,

Shei Angrish A.C. Department of Ecanomics,  University
of Jodhpur, Ratanada ‘C’ Road Jodhpur, Rajasthan.

. Shri Ashutosh Lahiry, 11, Sukea Street, Calcutta-9.

. Shri Babubhai M. Chinai, Member Parliament (Rajya

Sabha), Sir P.M. Road, Fort, Bombay-1 BR,

Shillong.

. Shri Fletcher A L. Vice Chancellor, Haryana Agricul-

tural University, Hissar, Haryana.

. Dr. Ganguli B.N., Council for Social Development,
53, Lodi FEstate, New Delhi.
. Prof. Gautam Mathur, Head of Economics Depart-

ment, Osmania University, Hyderabad.
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3.

1.

16,

17.

i3,

19.

20.

21.

23

24,

25,

26.

. Prof.

Dr, Ghuge

V.B., Head of Lconomics Department,
Shivaji

University, Kolhapur, Maharashtra.

. Shri Gopalakrishnaiah V., Sattenapalli, Andhra Pradesh.
10.

Shri Harideya Narayan Singh, Prinrcipal,

Tilak Dhari
College, Jaunpur.

Dr. Ishwar Chandra, Kulapati, University of Saugar,
Saugar, MadhyaPradesh.

Krishnan V.S., Vice Chancellor, University of
Bhopal, Arera Colony, Bhopal.

. Shri Kshitish Ch. Das, Minister, Forest, Labour, Ani-

mal Husbandry

& Ycterinary Services,
Agartala.

Tripura,

. Shri Kumar B., Lecturer, R.S.P. Coilege, Jharia, Bihar,

, Shri Manoranjan Sinha Ray, Leciurer in Economics,

Viswa Bbarti, West Bengal.
Prof. Mathur M.V., Director. Asian Tnstitute of Educa-

tional Planning and Administration, Indraprastha
Estate, New Delhi-1.

Shri Murasoli

Maran, Mcmber
“Murasoli”

Partiament, Editor
and “The Rising

Sun™, Madras-6.

Shri Murli Dhar Joshi, Professor of Economics, Lucknow
University, Mahanagar, Lucknow-6.

Shri Murti V.S., Head of the Department of Public
Administration, Nagpur University, Nagpur.

Shri Naripendra Chakravarti, Member, Tripura Legis-
tive Assembly, Agartala.

Shri Rajamallu K., Chairman, Andhra Pradesh Regicnal
Committee, Hyderabad.

. Dr. Rajamannar P.V. Chairman, Fourth Finance Com-

mission, 9, Victoria Crescent Road, Madras-8.
Dr. Rajendra Jain, Professor of Economics, ‘G’ Block,

Old Secretariat, Bhopal-5.

Shri Raman A., Madras University, Madras.

Dr. Rao V.K.R.V., M.P. Former Union Minister
of Education, and Director, Institute for Social and
Economic Change, Bangalore,

Shri Santhanam K., Chairman, Second Finance Com-
mission, 38, East Abhiramapuram Street, Mylapore,
Madras-4.

. Dr. Sharma J. N., 17, Vikas Path, Alwar, Rajasthan,
. Shri Singh M.P.,

Registrar, Awadesh Pratap Singh
University, Rewa, Madhya Pradesh.

. Shri Sudarsanam Maddi, Member Parliament, 7, Wind-

sor Place, New Delhi.

. Dr. Thimmaiah G., Fellow, Institule for Social and

Economic Change, Jayanagar, Bangalore-4].

. Shri Vasudev, Vice Chairman, Vidhan Sabha, Ultar

Pradesh, Lucknow.



(A) Discussions with Siate Goverwinents at State  Head-

quarters.

Tamil Nadu
Karpataka

Maharashira

Gujarat
Rajasthan
Harvana
Bihar

Punjab .
Uttar Pradesh
Orissa

West Bengal .
Tripura .

Madhya Pradesh

APPENDIX 1V

Dates of Discussions with State Governments and

10th and 11th January, 1973
17th and 18th Jancary, 1973

31st January and 1st February,
1973

2nd February, 1973

9th February, 1973

15th February, 1973

24th February, 1973

11th and 12th March, 1973
17th and 18th March, 1973
2nd April, 1973

10th and 1tth April, 1973

12th April, 1973

19th April, 1973

Andhra Pradesh

Kerala

Jammu & Kashmir

Himachal Pradesh .

Mecghalaya
Manipur
Assam

Nagaland

Finance Secretary

Minisiry of Finance

26th and 30th April, 1973
2nd May, 1973

22nd Jure, 1973

20th June, 1973

30th luly, 1973

3ist July, 1973

31st July, 1973
20th Auguost, 1973 at New

Delhiant  24th Septem-
ber 1973 at Kohima.

(B) Discussions with Ministry of Finance

Secretary (Expenditure)
Chairman, Central Board 1%th Scpleinber, 1973,

of Excise & Customs and

other  officials

Ministry.

the



APPENDIX V

Naires of orgdaitisaiiods dnd fecdividuals who

{a) Organisutions whicl sent miemoranda to the Conunission

L.

12

h

~

13,
14.

15.

. Federation of Guiuaial

. Punjab, Haryana and Delhi

Federatior: of Andbra Pracesh Chamber of Commerce
and Industry, 3-5-822°7 Hyderouda, Hyderabad.

S4ilie and Industries Federation

Building. R.C. Dutt Roal, Raroda.

. Gokhale institute of Public Affairs. G. 1.1 A, Basvan-

gudi, Bangalore-4.

C Indian Merchants' Chamber, 760 Vel Nariman Road

Churchgate. Dombay.

. Indian Roads and Transport Development Association

27, Bastian Road, Bombay-1.

. Inter-Universily Board of india & Cey 611, Louse Avenue,

New Delhi-1.

Kerala  State  Muslim League, Trivandrum Kerala
b

_ Madurai-Ramnpad Chamber of Commerce, 90-92, East,

Avanincola  Strect, Madurai-1.

. Maharashira Charamkar Parishad. Bomibay.

. Mysore Government Seerclarial Assoviation, 162, Vidhan

Soudhia, Bangafore-1.

of Commetce
Place, New Delhi.

Chamber

and Industry, 9-A, Connaught

. Rajasthan Chamber of Commerce and Indusiry, Johari

Bazar, Jaipur-3, Rajasthan.
Sri Venkafeswara University, Tirupati, Andhra Pradesh.

Tamil Nadu NGO Union 31,
Street, Madras-3.

Meeliveerasway Chelty

vyaparak Association Mandal. Hanuman Garh Town,
Rajasthan.

(hy Individuals who sent menoraida to the Commission

[

 Shri Babubhai M.

CShri € baudhuri PON. MLA, Meghalaya,

. Shri Fletcher AL,

. Dr. Ganguli

. Prof.

Shri Angrish A.C. Iepartment of Ec~nomics, University
of Jodhpur. Ratanada *C’ Read Jodhpur, Rajasthan.

CShri Ashulosh Lahiry, 11, Sukea Slreet. Calcutia-9.

Chinai, Mcmber Parliament (Rajya

Sabha), Qir P.M. Road, Fort, Bombay-1 BR.

Shillong.

Vice Chancellor, Haryana Agricul-
tural University, Hissar, Haryana.

B.N., Council for Social Development,
53, lodi Estate, New Delhi.
Gautam  Mathur, Head of [conomics epart-

ment, Osmania Universily, Hyderabad.
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sent aramoranda to the Coarnising

24.

25.

. Dr. Ghuge

. Prof.

. Shri

. Dr. Rajamannar P.¥. Chairman,

. Shri Santhanam K., Chairman,

. Dr. Thimmaiah G.,

. Shri

V.R., llead of Lconomics Department.

Shivaji University, Kolhapur, Maharashira.

. Shiti Gopalakrishnaiah V., Sattenapalli. Andlra Pradesh.

. Shri Harideya Naravan Singh, Principal. Tilak Dhari

College, Jaunpur.

_Dr. lshwar Chandra, Kulapati, University ol Saugar,

Saugar, MadhyaPradesh.

Krishnan V.8., Vice Chancellor, Laniversity of
Bhupal, Arera Colony, Bhepal.

§hri Kshitish Ch. Daas. dinister, Forest, Labour, Ani-

mal Husbandry
Agartala.

& Velerinary Services, Tripura,

. Shri Kumar B., Lecturer, R.8.P. College. Yharia, Bthar.

. Shri Manoranjan  Sinha  Ray, Leclurer in Lconomics,

Viswa Bharti. West Bengal.

 Prof. Mathur M.V.. Director. Asian Institute of Educa-

tional  Planning and Administration, Indraprastha
Estate, New Delhi-1.

Murasoli
“Muraseli”

Maran, Mcmber

Parliament, Editor
and “The Rising

Surn’, Madras-6.

. Shri Murli Dhar Joshi, Professor of Economics, Lucknow

University, Mabanagar, Lucknow-6.

CShri Murti V.S., Hcad of the Department of Public

Administration, Nagpur University, Nagpur.

. Shri Naripendra Chakravarti, Member, 1ripura Legis-

tive Assembly, Agartala.

. Shri Rajamailu K., Chairman, Andhra Pradesh Regional

Committee, Hyderabad.

Fourth Finance Com-

mission, 9, Vicloria Crescent Road, Madras-8,

. Dr. Rajendra Jain, Professor of Economics, ‘G Block,

Old Secretariat, Bhopal-5.

Shri Raman A., Madras University, Madras.

Dr. Rao V.K.RV., M.P. Former Unpion Minister
of Education, and Director, Institute for Social and
Economic Change, Bangalore.

Second Finance Com-
mission, 58, Fast Abhiramapuram Street, Mylapore,
Madras-4.

_ Dr. Sharma J. N., 17, Vikas Path, Alwar, Rajasthan.
. Shri Singh

M.P., Registrar, Awadesh Pratap Singh

University. Rewa, Madhya Pradesh.

. Shri Sudarsanam Maddi, Member Parliament, 7, Wind-

sor Place, New Dethi.

Feliow, Institute for Social and

Feonomic Change, Jayanagar, Bangalore-41.
vasudev. Vice Chairman, Vidhan Sabha, Uttar
pradesh, Lucknow.



APPENDIX VI

Individuals and Organisations whose representatives met the Commission

(A) Individuals who met Lhe Comimission:

[

_l-J

15.

16.

20,

Loshed

Dr. Ashok Mitra, former Chiel Economic Adviser,
Government of India, 2/8, Sarat Bosc Road, 1st
Floor, Calculta-20.

Shr Bala, P.K., Convenor, Orissa Forum for Socialist
NDavelopment, Bhubaneswar.

shri Banka B:hari Das, former Finance Ministar
of Orissa with Shri Braj Mohan Mahanty, Shri B
Acharya, former Ministers of Government of Orissa
and othars.

Dr. Bhabatosh Datta, Member, Fourth Finance
Cominission, 139-B, Rash Behari Avenue, Calcutta-29.

Shri Chivibil Das Mzhta, MLA, Gajarat, Ahemdabad.

D Dandekar. V.M., Dircetor, (Gokhale Institute of
Politizs and Economics, Poona-4.

Gopalakrishnaiah, V.. Sattenpalli, Andhra

Pradesh.
Shri Kali Mukharjee, M.P., Trade Unionist, Calcutta.
Shei Wanunzo, T., Me:mber, Coentral Screening Com-

mitle2, Congress Forum for Socialist Actiont, MLA
Colony, Bhubancswar.

Dr. Lakdawala, D.T., Director, Department of Eco-
nomics, University of Bombay, CST Road, Kalina.
Bombay-29.

. Shri Morarjii R. Desai, M.P., Former Deputy Prime

Minister, 5, Dupleix Road, New Delhi-11.

(. Panicker, P.G.K.. University of Kerala. Trivan-
druin.-

Dr. Patnaik, S.C., S:nior Research Fellow. Depart-
ment of Fconomics, Khallikote College, Berhampur,
Orissa.

Dr. Patnaik, S.C., Departinent of L'conomics, Rawen-
shaw Collegs, Cuttack-3, Orissa.

Dr. Raj. K. N., Nationai Professor,
*pevelopment’ Stadies, Trivandrum,

Andhra Pradesh

Centre for

Shri Rajamally, K., Chairman,
fLegional Comnittee, Hyderabad.

Dr. Rajamanpar, P.V., Chairman, Fourth Finance
Commission. 9, Victoria Road, Madras-8.

Shri Rama Chandra Reddy, MLA, Former Minister,
Andhra Pradesh, Hyderabad.

Dr. Rao, VK.RV.. M.P, “ormer Union Minister of
1:ducation & Director, Institute for Soctal and Eco-
nomic Change, Bangalore.

Shri - Santhanam, K., Chairman, Second Finance
Conumnission. 38, East Abhiramapuram, Mylapore,
Madras-4.

Dr. Thimmaiah, G., Fellow of the Institute for Social
& Feonomic Change, Bangalore.

I Shei Vaalanain, R., (representing leather industry in

Andhra Pradesh) Hyderabad.

(B) Orsanisations whose representatives met the Commis-
S5ON !

Bzngal Chamber of Commeree, Calcutta
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2.

Bengal National Chamber of Commerce, Calcutta.

Bharat Chamber of Commerce, Calcutia.

. Communist Party ol India, Kerala State Council,

Frivandram:

(1 Shri P. Balachandra Mznoa
{4y Shri P.K. Basudevan Nair
{(iii) Shri Valian Bhargawan

. Communist Party of India (Marxist), Kerala State

Committee, Trivandrum:

(i) Shri E.M.S. Nam  boodripad, M.L.A.
(ily Shri V.S, Achuthanandan, M.L.A.
(iii) Dr. K. Mathew Kuriecn, M.P.

Congress (Orgalai§ation) Committee, Kerala Pradesh,
Trivandrum Shri Amaravila Krishnan Nair

. Dimapur Chamber of Commerce, Dimapur, Nagaland.

Fedcration of Andhra Pradesh Chamber of Commerce
and Industry, 3-5-822/6, Hyderguda, Hyderabad.

. Indian Chamber of Commerce, Calcutla,

Kerala Congress, State Committee, Trivandrum:
(i) Shri K.M. George, M.L.A.

(ii) Shri K.M. Mani, M.L.A.

(iii) Shri P.J. Joseph

Kerala Pradesh Congress Committee, Trivandrum:
(i) Shri A.K. Anthony, M.L.A.

(iiy Shri A.C. Jose

(iii) Shri A.A. Rahim, M.L.A.

(iv) Dr. Henry Austin, M.P.

. Kerala Secretariat Association, Trivandrum.

. Kerala State Muslim League, Trivandrum:

Shri U.A. Beeran, M.L.A.

Merchants Chamber of Commerce, Calcutta.

. Oriental Chamber of Commerce, Calcutta.
. Orissa Forum for Social Development, Sagackika,

Jahangir Wanala, Cuttack-9, Orissa.

Paraja Socialist Party, Kerala State, Trivandrum:
(i) Shri G.P. Mangalathu Madhom, Ex-M.P.
(i) Shri G.Sridharan Nair
{iity Shri P.K.N. Nambiar. M.L.A.

Pupjab, Haryuna and Delhi Chamber of Commerce
and Industry, 9-A, Connaught Place, New Delhi.

Revolutionary  Socialist
Trivandrum:
(i) Shri P.C. John
(i) Shri N. Srikanthan Nair, M.P.
(iii) Shri T.A. Paraman, M.L.A.

Party, Kerala Comumittce,

. Socialist Party, Kerala, Trivandrum:

(1) Shri K.A. Sivarama Bharathi, M.L.A.
(i) Shri P. Vishambharam, Ex-M.P.

. Travancore Chamber of Commerce, Alleppey.

. Travancorc Devaswom Beard, Trivandrun.



APPENDIX VII
TaplLE No. 5

State-wise assessment of income tax {excluding 1ax en Union Salaries) for the years 1968-69 1o 1972-73

(Net of reductions on account of appellate order, revision, rectification, efc.)

(Rs. crores)

States 1968-69 16969-70 1970-71 1971-72  1972-73

1. Andhra Pradesh - . [3.16 14.73 11.50 16.84 19.92
2. Assam 2.08 3.05 3.32 4.02 3.87
3. Bihar . . . . . . . 5.48 5.86 6.51 19.65 6.33
4. Gujarat . . . } . . . . 25.10 26.11 20,92 48.96 34,15
5. Haryana . R . . . . . . 226 2,89 2.84 3.33 3.08
6. Himachal Pradesh . . . . R . 0.46 0.61 0.78 (.49 0.71
7. Jammu and Kashmir . . . . . 1.27 1.30 1.34 1.92 1.76
8. Kerala ., . . . . . . . 9.00 10.01 10.44 13.17 12.30
9. Madhyva Pradesh . . . . . . 9.20 10.00 i3.58 12.44 10.24
10. Maharashtra . . . . . . . 69,34 75.96 72 .66 111.08 64 92
11. Manipur . . . . . . . . 0.02 0.01 0.08 0.08 0.06
12, Meghalaya . . . . . . . .22 0.22 0.31 0.50 0.29
12, Musore . . . . . . . . 9.71 13.85 13.81 [4.79 15 57
14, Nagaland. . . . R . . . .. .. 0.06 0.19 0.07
15. Orissa . . . . . . . 313 2,43 2.53 3.14 2.73
16. Punjab . . . R . . , 10.52 15.69 13.04 18.10 16,92
[7. Rajasthan . . . . . . . 5.67 5.56 5.33 8.15 7.95
18, Tamil Nadu . . . . . . . 29.14 32.90 28.99 37.93 31.39
19. Tripura . . . ) . . . . 0.12 0.11 0.18 0.20 0.13
20, Uttar Pradesh . . . . . . . 10.46 13.52 16.23 21.76 17.82
21. West Bengal . ) . . . . . 42 .44 44 .23 42 53 58.84 36.78
Total : . . . . . . . 249 .38 279.04 275.98 386 .58 285.99

Source : Central Board of Direct Taxes.

APPENDIX VII
TasLE No. 6

Revenue from Additional Excise Duties from 1969-70 to 1972-73

Yeﬂ.r 7 o S V‘R;wenuc froﬁ) Totz-tl
_Sugar Tobacco Textiles
including
cigarettes
1 : o - - 72 o 7773% o 4 s 5 ] Wt; o
1969-70 . . . . . . . . 17.79 22.14 20.68 60.61 (—)y .12
1970-71 . . . . . . . . 26.84 24 .49 23.45 74.78 (—) Nil
1971-72 . . . . . . . . 33.12 43 .32 29.77 106.21 (=) 0.24
1972-73 (R.E) . . . . . . . 37.00 64 .00 36.95 137,95 (—) 0.45
S'ource :7 7.;;<plana\t0ry T\)[mnl)ranéé oinitheiBudgcf_o_f_thc Cent;';l E}gvc;nf.n-ent. - :
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$/19 M of Fin./73—22.

{Rs, crores)

* Refunds

1968-69 to

1972-73

76.15
5.
34,
164,

o4
83
24

14.40

3

7.
54,
46
393,
.25

53

0

|
67.
0.
.96
74.
32.
160,
.74

13

0

79.
.82
.97

224

1476

.05

59
92

96
54
73
32
27
66
35

79

Net

105.97
137.50



APPENDIX VII

TasLe No. 5

State-wise assessment of income tax (excluding tav on Union Selaries) for the years 1968-69 ro 1972-73

(Net of reductions on account of appellate order, revision, rectification, etc.)

{Rs. crores)

1968-69 to

1972-73

76.
15.
34.
164.
14,
05

3

7.
54.
.40
~393.

0.
.54

53

1

67,

0.
13,
.27
.66
.35
.74
.79
.82
.97

74

13
94
83
24
40

39
92

96
25

73
32
9%

(Rs. crores)

Net

60.49

74,78
105.97
137.50

States 196869 1969-70 197071 197172 1972-73
I. Andhra Pradesh - . . . . . T o136 1473 t.s0 16.84  19.92
2. Assam 2.68 3.05 3.32 4.02 287
3. Bihar 5.48 5.86 6.51 10.65 6.33
4. Gujaral 25.10 26.11 29 .92 48.96 3412
5. Haryana . 2.26 2.89 2.84 3.33 3.08
6. Himachal Pradesh .46 0.61 0.78 0.49 0.71
7. Jammu and Kashmir 1.27 1.30 1.34 1.92 1.76
8. Kerala . 9 .00 10.01 10.44 13.17 12.30
9, Madhya Pradesh 9,20 10.00 13.58 12.44 10,24
10. Maharashtra 69 .34 75.96 72.66 i11.08 64 .92
1t. Manipur . 0,02 0.01 0.08 0.08 0.06-
12. Mcghalaya 0.22 0.22 0.31 0.50 0.29
12, Mysore 9.71 13.85 13.8% 14.79 15.57
14, Nagaland. .. .- 0.06 0.19 0.07
15. Orissa 113 2.43 2.53 314 2.73
16. Punjab 10.52 15.69 13.04 18.10 16.92
17. Rajasthan 5.67 5.56 5.33 4.15 7.95
18. Tamil Nadu 29,14 32.90 28.99 37.93 21.39
19, Tripura 0.12 0.11 0.18 0.20 0.13
20. Uttar Pradesh . 10.46 13.52 16.23 21.76 17.82
21, West Bengal 42 .44 44 .23 42 53 58.84 36.78
Total : 249 .38 279.04 275.98 386.58 285 .99
Séz;rce : Central Board of Dlrcc: T;xc: o
APPENDIX VII
TasLE No. 6
Revenue from Additional Excise Duties from 1969-70 to 1972-73
Year i T TTRevenue from  Total  Refunds
_Sugar Tobacco Textiles
including
cigarettes

T i R 5 6
1969-70 17.79 22.14 20,68 60.61 (—) .12

1970-71 26.84 24 .49 23.45 74.78 (—) Nit
1971-72 . 33.12 43 .32 29.77 106.21 (—) 0.24
1972-73 (R.E) 37.00 64.00 36.95 137.95 (—) (.45

Source .

§/19 M of Fin./73—22.
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. Andhra Pradesh
. Assam

Bihar
Gujarat
Haryana .

. Himachal Pradesh
. Jammu & Kashmir
. Kerala .

. Madhya Pradesh
, Maharashtra

. Manipur .

. Meghalaya

. Mysore

. Nagaland.

. Orissa

. Punjab

. Rajasthan

. Tamil Nadu

. Tripura

. Uttar Pradesh .
. West Bengal

. Total—States

. Union Territories
. Grand Total

Source :

APPENDIX VII

TasLE 7.0

Statewise production of Cotion Textiles (Mill Sector)

1968-69

(1)

3.9
0.1
1280.5
4.4

19.4
396.4
1452.0

86,8
M0
36.4

65.3
161.4

280.6

203.6
4092.9

2051
429%.0

(O Tice of the Textile Commissioner, Bombay, Ministry of Commerce.

196970
2)

0.1
1261.1
41.2

18.3
3813
1457 .7

9.1
30.9
3.2

65.5
159.0

261.0
176.0
4006.5
184.5
4191.0

{In Milion Melres)

{070-71
3)

34.4

1243
48,

ta o — -

18.
375.¢
1404 .°

h o 1 -

78.8
28
36.

63,
160.

R IR

249.2
130.3
3871.0
184.0
4055.0

1971-72

)

13,
350.

1422

74 .5

28.
38,

P

56.2

137.

258.

122

3850,

188

4039

Obotuixllu:



APPENDIX VII
TaBLE 7.3
Statewise produiction of Cigaretles

{Million Nos.)

1970-71 1971-72
3 (4)

1968-69 196970
(h @

States

. Andhra Pradesh . . . . . . 12269 12047 12593 14817

. Assam . . . . .. . ..
Bihar N . . . . . . . 5318 5582 5173 56002
. Gujarat

. Haryana .

. Himachal Pradesh

Jammu & Kashmir

. Kerala

. Madhya Pradesh

. Mabharashtra . . . . . . . 16873 15684 15847 16789

o = e da W by

[
—_ O

. Manipur .

—
L]

. Meghalaya . . . . . .. .. ..
. Mysore . . . . . . . . 8302 8912 8963 10292

—_ —
PR

. Nagaland

—_
h

. Orissa

—
=2l

. Punjab

~}

. Rajasthan
. Tami! Nadu

° o

. Tripura . . . . . . .. . ..
. Utlar Pradesh . . . . . . . 9586 9857 10578 11000
. West Bengal . . . . . . . 9327 9031 9284 8867
22. Total—States . . . . . . . 61673 61118 62440 6737

e S T S
T S T

, Union Territories . . . . . .. . .. .
. Grand Total . . . . . . . 61675 61118 62440 67373

[
<

Source : Statistivs and [ntelligence Branch (Central Excise)
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22.
23
24,

Siatewise production of sugar

APPENDIX VII

TaBLE 7.4

{1st;October to 38th September)

States

. Andhra Pradesh
. Assam

Bihar

. Gujarat

. Haryana .

. Himachal Pradesh
. Jammu & Kashmic
. Keraln

Madhyva Pradesh

. Maharashtra
. Manipur .

. Meghalaya

. Mysore

. Nagaland

. Orissa

16.
17
18,
19.
20.

Punjab
Rajasthan

Tamil Nadu
Tripura

Uttar Pradesh
West Bengal
Total—States
Union Territorics
Grand Total

Sonrce - Direclorate of Sugar and Vanaspati

3]

339
5
259
77
60

16

1]
479

206
15
3%

12

335

1173
7
3338
21
3559

196869

(Thousand Tonnesy

197172

1969-T0 1970-74
23 3) (4}
335 267 302
10 7 5
113 293 150
99 84 98
97 83 72
2 16 16
37 18 21
1044 1055 1002
238 205 247
17 7 7
69 48 31
20 13 8
289 299 299
1624 1299 831
14 8 i
4247 3722 3090
5 I8 23
4262 3740 3113

. Department of Food, Ministry of Agriculture.



late/Zone

(0} 7

1. Andhra Pradesh

(i} Southern
(ii) South Central
(iit) South Eastern

(iv) Total

2. Assam

(i} Northeast Frontier

3. Bihar

(1) Lastern
{ii) North Eastern

¢iii) Northeast Fronticr

(ivd South Eastern
(v) Total
4, Gujarat
(i) Northern
(i) Weslern

(iii) Total

5. Haryana
(iy Cential .
(ii) Northern
(iii} Weslern

{iv) Total

6. Himachal Pradesh
() Northern
7. Jarnmu & Kashmir
(i) Northern
8. Kerula
(i} Southern
9. Madhya Pradesh

(i} Central .

(ii) MNorthern
(iti) Lastern

{iv) South Easiern
(v) Weslern

(vi) Total

APPENDIX VI

Table 8 —Raihway Route Length in India by States und Zomes

(Kilometies)

As on 31-3-1971 As on 31-3-1972

Broad Metre Narrow  Total Broad Metre Narrow  Total
Guage Guage Guage Guage Guage  Guage
(1) ) 3 @ () ©) ) @
672.63 531.40 = 1204.05 672.65 531.40 ~—  1204.05
1822.39  1179.83 — 3002.22  1822.39% LI78.73 —  3001.12
497.97 -— 36.94 534.91 497.97 — 36.94 534.91
2993.01 1711.23 36,94 4741.18 2993, 01 1710.13 i _36.94_—47_41()—.6§
105,22 2088.43 -—  2193.65 103.22  2043.43 — 1i93.85
2132.49 — w—  2132.49  2132.49 - —- 2132.49
52.47 1703.17 —_ 1755.64 52.47 1703.19 — 1755.66
102,95 264.35 -— 367.30 102.95 265,81 - 368.76
833.61 —— 69.19 902.80  837.31 — 69.15 906.46

3t21. 5’ 1967.52 69. 19 7 5158.23  3125.22  1969.00 69.15  5163.37

— 53.63 — 53.63 — 53.63 — 53.63
1129.32  3320.19  1134.82  5584.33  1129.32 332019 1134.82 558433

£129.32  3373.82  1134.82 5637.956 1129.32  3373.82  1134.82  5637.96

e e e ————————

72.21 — — 72.21 72.21 — -— 72.21
714.70 527.87 3.38  1245.95 714.70 527.87 3.38  1245.93
— 93.97 — 93.97 — 98.97 — 98.97
786.91 626.84 338 141713 786.91 026.84 333 1417.13
11,55 — 244,28 255.83 [1.55 — 244.28 255.83
6.20 — — 0,20 6.20 — — 6.20
553.39 336,54 — 389.93 553.39 336,34 — 332,93

1789.09 70.13 406,60 2265.82 204153 70.13 406,60 2521.26

20,23 — — 20.23 20.23 — — 20.23
e — — — 19.79 — — 19.79
1328.97 — 664.35  1993.32  1328.97 — 664.35  1993.32

705,56 427.62 66.92  1200.10 705.56 427.02 66.92  1200.10

3843 .85 497.75 1E37 87 7 5179 47 4!19 08 497 75 1i37.87  5754.70

170



StateiZone

{8)]

10. Maharashira

(i) Central .

(ii) South Central
(iil} South Eastern
(iv) Western

{v) Total

11. Mysore

{i} Southern
(1i) South Central

(i} Total

12, Nagaland
(i) Northeast Frontier

13. Orissa
{i) South Eastern

14, Punjab
{i} Northern
15. Rajasthan

(i} Central
(ii) Northern
(iii) Western

(iv) Total

16. Tamil Nadu

(i} Southern
17, Tripura

(i) Northeast Frontier
18. Uttar Pradesh

(i} Central .
(ii} Eastern
(iity Northern
(iv) North Eastern
(v} Western

{vi} Total

19, West Bengal

(i) Eastern

(il) Northeast Frontier

(iii) South Eastern

(iv) Total

171

As on 31-3-1971

{(Kilomstres)

As on 31.3-1972

Broad Metre Narrow  Total Bmmin Metre Narrow  Total
Guage Guage Guage Guage Guage Guage
""" m ) 3@ (5) (6) (7 (8)
173519 311.74 298,37 2345.30  1735.81 311.74 298,37  2345.92
479.96 994,39 369.61  1843.96 802.48 681.17 169.61  1853.26
244 .28 — 432.08 676.30 244,28 — 432,08 676.36
350.80 — —_ 350.80 350.80 — -— 350.80
2210.23  1306.13  1100.06 52t6.42  3133.37 992 .91  1100.06  5226.34
23910 1173.99 153.06 1566.15 23910 1173.99 153,06 156615
20711 933.78 — 1240.89 307 1t 931.00 —  1240.11
54621 2107.77 153.06  2807.04 316,21  2106.99 [53.06  2806.26
— 9.35 — 9.35 — 9.35 — .38
[732.77 — 143.03  1875.80 1732.95 — 143.03  [875.98
1912. 26 194.79 11,90 2118.95 i912.26  194.79 11.90  2118.95
35.26 -— 86.78 122.04 35.26 — 86.78 122.04
31.24  2629.54 —  2660.78 31.24  2629.54 —  2660.78
608.04  2195.92 —  2803.96 G608.04  2195.92 ~-  2803.9
674.54 4825 .46 86,78  5586.78 674.54 4825 46 86.78 5586.78
869,33  2888.41 —  3157.74 869,33 2889.05 -— 3738.38
— 12.35 — 12.35 — 12.35 — 12.35
956.55 — 2.01 958.56 956.55 — 2.01 958.56
. . . 227.01 — — 227.01 264.78 — — 26478
. . . 4138.65 0.13 - 413878  4078.69 0.13 — 4078 .82
— 32213 —  3221.31 —  3221.3t —  3221.31
71.32 37.11 — 108 .43 70.32 37.11 — 108.43
5393.53  3258.55 2.01 8634.09 5371.34 3258.55 2.01  8631.90
1653.00 —_ 131.38 1784.38 1668.67 — 131.38  1800.05
437.04 525.31 87.48  1049.83 428.04 525.31 87.48 1040.83
720.46 — 133.43 853.89 721.29 — 133.47 854.76
2810.50 525.31 352.29  3688. 525.31 352.33  3695.64

Source :—Railway Board, Minisiry of Railways.
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2818.00



APPENDIX VI
TaBLE 9

Railway Earnings from Passengers carried on Non-suburban Routes during 1968-69 10 1971-72

(Rs. lakhs)
1968-69 1969-70 1970-71 1971-72
[ A — Ty r e 7 A — Vo A T
State/Zone Broad Metre Narrow Total Broad Metre Narrow Tolal Broad Mectre  Narrow Total HBroad Metre Narrow Total
Gauge Gauge Guage Guage Guage Guage Guage Guage Guage Guage Guage Guage
o 1) (2) (3) 4) 5 (6) )] (8} %) 10y (1) (12) (13) (14) (15) (16)

1, Andhra Pradesh o
(i) Southern . « 354.40 141.71 — 496,11 352.13 151.97 — 504.10 405.68 155.42 — 361.10 453.80 160.49 -~ 614.29
(i) South Fastern . 145,08 —_ 2.23 147.31 160.38 — 2.41 162.79 164,53 — 2.54 167.07 185.55 — 3.04 188.59
(iii) South Central - 1007.64 310.07 — 131771 1016.69 293 75 — 13i0.44 1120.95 308.20 — 142915 1088.32 318.81 — 1407.13

Total : « 150712 451.78 2,23 1961.13 1529.20 445.72 2.41 1977.33 1691.16 4063.62 2.54 2157.32 1727.67 479.10 3.04 2210.01
- — — =
%]

2, Assam

(i) Northeast Frontier - 11.48 629.65 — 641.13  13.23 669.82 — 683,05 14.19 656.76 -~ 670.95 11.90 793 95 — 805.85
3. Bihar

{1) Eastern . 15316 R0 - — 1516.80 1562 61 — — 1S62.6171612,76 - — 1R172,76 1500 05 — — 150005

(ii) North Eastern 10.31 671.52 -— 681.83 12.06 784.88 — 796.94 1248 £16.20 — B28.68 13,10 855.78 — 868.88

(iii) Northeast Fronticr 11.23 79,70 — 9093 12.94 84.78 — 97.72 13.8% 83.13 -~  97.02 11.64 101.05 — 112,69

(iv) South Fastern 243 .99 — 4.18 248.17 268.76 —_ 4.5V 273.27 275.43 — 4.75 280.18 312.00 — 5.68 317.68

(v) Total 1782.33 751,22 4.18 2537.73 1856.37 86Y.66 4.51 2720.54 1914.56 §99 .33 4,75 2818.64 1926.79 956.83 5.68 2889 .30
4. Gujarat

(i) Northern —  10.29 — 10.29 — 10.66 —  10.66 — .47 — 11,47 — 12.61 L— 12.61

(ii} Western « 76714 870.82  98.94 1736.90 879.36 918.83 100.62 189%.81 937.09 937.68 88,10 1%62.87 974.74 1026.29 102,99 2103 .52

(i) Totat . 6714 88111 98.94 1747.19 §79.36 929 45 100 62 1909.47 937.09 949.15  88.10 1974.34 974.24 1038.90 102.99 2116 13
5. Haryana

(i) Central
{ii} Northern
(iii) Western

(iv) Total .

50.07
. 431.43

481.50 127.20 0.48 609.18 497 .41 132.35 G.50 630.26 541.84

— —  30.07 4997 — —  49.97 5407 — — 5407 56.24 — —  36.24
101.24 ° 0.48 533,15 447 .44 104.96 050 552,90 487.77 11250 0.50 €01.17 529 .51 124.12 £0.49 654.13
2596 —  25.96 — 27.39 — 27.39 —  27.95 — 27.93 — 30.59 —  30.59

0.50 683.19 <85.75 154.72  0.49 740 96

140.85
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As on 31-3-1971

As on 31-3-1972

(Kilometres)

State/Zone Broad Metre Narrow  Total Broad Metre Narrow  Total
Guage Guage Guage Guage Guage Guage
(0} ) 2) 3) 4) (5) (6) N (8)
10. Maharashtra
(i) Central . . . . . . 173519 311.74 298.37 2345.30 1735.81 311.74 298.37 2345.92
(i) South Central . . . . 479.96 994 .39 369.61  1843.96 802.48 681.17 369.61  1853.26
(iii) South Eastern . . . . 244 .28 — 432.08 676.30 244,28 — 432.08 676.36
{iv) Western R . . . . 350.80 —_ — 350.80 350.80 — — 350.80
(v) Total . . . . . _2210.23  1306.13  1100.06  5216.42 3133.37 992.91 1100.06 5226.34
11. Mysore
(i) Southern . . . . . 239,10 1173.99 153.06 1566.15 239,10 1173.99 153.06 1566.13
(i) South Central . . . . 307.11 933.78 —  1240.89 307.11 933.00 —  1240.11
(iiiy Total . . . . . . 546.21  2107.77 153.06 2807.04 546.21  2106.99 153.06 2806.26
12, Nagaland
(i) Northeast Frontier . . . — 9.35 — .35 — 9.35 — .35
13, Orissa
(i) South Eastern . . . . 173277 — 143.03 1875.80 1732.95 — 143.03 1875.98
14. Punjab
(i) Northern . . . . . 1912.26 194.79 11,90 2118.95 1912.26 194.79 11.90 2118.93
15. Rajasthan
(i} Central . . . . . 35.26 — 86.78 122.04 35.26 — 86.78 122.04
(ii) Northern . . . . . 31.24  2629.54 —  2660.78 31.24  2629.54 —  2660.78
(iil) Western . . . . . 608.04  2195.92 —  2803.96 608.04 2195.92 — 2803.9
(iv) Total . . . . . . 674.54 4825.46 86.78  5586.78 674.54 4825.46 86.78 5586.78
16. Tamil Nadu
(5 Southern . . . . . 869.33 2888.41 —  3757.74 860.33 2889.05 — 3758.38
17. Tripura
(i) Northeast Frontier . . . — 12.35 — 12.35 — 12.35 — 12.35
18. Uttar Pradesh
(i) Central . . . . . . 956.55 — 2.01 958.56 956.55 — 2.01 958.56
(ii) Eastern . . . . . 227.01 — — 227.01 264.78 — — 264.78
(iii) Northern . . . . . 4138.65 0.13 — 4138.78 4078.69 0.13 —  4078.82
(iv) North Eastern . . . —  3221.31 —  3221.31 —  3221.31 —  3221.31
(v) Western . . . . . 71.32 L3711 - -— < 108.43 71.32 37.11 — 108.43
(vi) Total . . . . . . 5393.53 13258.55 2.01 8654.09 5371.34 3258.55 2.01  8631.90
19. West Bengal
(i) Eastern . . . . . 1653.00 — 131.38  1784.38 1668.67 -— 131.38 1800.05
(i) Northeast Frontier . . . 437.04 525.31 §7.48 1049.83 428 .04 525.31 87.48 1040.83
(iii} South Eastern . . . . 720.46 — 133.43 853.89 721.29 — 133.47 854.76
(iv) Total . . . . . . 2810.50 525.31 352.29 525.31 352.33  3695.64

1688.10 2818.00

Source —Railway Board, Minisiry of Railways.
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6. Himachal Pradesh
{i} Northern

6.97  — 3500 41.97 7.23 — 3600 43.23 7.88 — 3587 875 %.56 — 35,39 D5

7. Jamnru & Kashmir

(i) Norihern 3.75 — — 3175 3.8 — 3388 4.3 — — 423 459 — — 49
8. Kerala

(i) Southern 291.57  §9.75 ~— 381,32 289.69 96.25 — 385.94 333.76 98 .43 #3209 37334 101 .64 478
9. Madhya Pradesh

(i) Central < 1380.57 425 1856 1263.28 1237.84 447 1820 1260.51 133942 S.08  20.25 136475 1592 6 S 07 19.94 1617.47

(ii) South Eastern 386.52 — 41,37 427.89 425.13 - 4334 468.47 43910 — 4565 48475 495.20 . 54.59 54979

(ii) Northern — — — — - _ _ — 1381 ; — 1351 14.99 — ~- 1499

iv) Western P27.44 112,16 5.83 645,43 550,08 118.34  $.93 674.35 S585.46 120.77  5.20 711.43 608.67 132 |8 6 .07 746.92

(v) Eastern . _ . . — . _ _ _ - — — 14.75 - 14.75

(vi) Total . L 25443 1l6dl 65, 76 2336.60 2213.05 122.81  67.47 2403.33 2377.79 135 85 7110 3976 74 *7"31;7”7155'7.45 30.60 """“ 9’
10. Maharashira .

(i) Central C1ISR91 19,05 13.72 122k 68 118546 1986 1336 1218 68 12273 22,57 14.86 132016 135183 23 44 1<.64 138991

- . ! : 6 e

(ii) South Centrat < 206.300 235.97  63.87 590.14 268.59 246.28 .77 S71.64 295.22 259.76  56.07 611.05 47904 1% 23 5477 718.24

{iif) South Fastern . 6938 — 2495 9433 7867 — 219 106.86 80.71 — 2969 110.40  9].02 . 35.51 126.33

(iv) Western . 258,94 — — 258.94 270.06 — —~ 27006 287.35 — — 287.35 302.63 — — 30263

(v) Total - 1783.53 279.02 10254 2165, 09" 180278 266.14 9832 2167.24 1946.01 282.33 100 62 2338 96 2274 72 207 67 104 92 Mq_;
[1. Mysore d

(i) Southern o 13398 31308 332 44238 12517 33574 4,00 46490 144.20 34336 438 491,84 161 31 35457 .42 520.30

(i) South Central . 170,10 240,65 ~= 410.75 171.57 227.98 — 399.55 188 91 243.93 — 432.84 183.40 25234 435.74

(iif) Total ] 296 08 55373 3.32 853.13 296.74 363.72  4.00 864.46 333 11 587.29 4 38 924 7% .ilif.fn 60691 442 V36, 94
12, Nagaland

(i} Northeast Frontier — 2.82 — .82 — 3.00 — 3000 — 2.94 — 194 3.56 3.56
13. Orissa

(i) South Eastern . 505.56 —  8.65 514.21 557,10 — 933 S66.43 572,50 — 9,81 58235 645.73 B 63Ty
14, Punjab

(i) Northern 153093736 L7096 119708 3873 175 1237.66 1305.08  41.66  1.73 1348.49 141078 45 80 1.73 1464.31
15, Rajasthan

(i) Central . 24,45 — 393 2843 24,41 — 389 830 26.4] — 4032 10,73 27.46 — 4.26 3L.%

{ii) Northern 328 304,34 — 50762 20.35 522,88  — S43.23 21.32 $62.43 S83.75 23,15 618.33 — 64l

(i) Western 459,66 575,94 — 103060 474,18 607.70  — 1081.88 504.54 620.16 — 124,70 524.54 678.77 — 1203.3]

(iv) Total 4K2.39 108028 398 156665 518,94 113058 389 1653 41 55337 182,59 4.32 1739.18 575,15 1297 10 4.2 1876.5]




(Rs. lakhs)

1968-69 1969-70 ' 1970-71 1971.72
! & N s Y e v ey
State/Zone Broad Metre Narrow Total Bread Metre Narrow Total Broad Metre Narrow Total Broad Metre Narrow Total
- Guage Guage Guage Guage Guape Guage Guage Guage Guage Guage Guage Guage
© mn @ 3 ) &) (6) )} (®) © oy (an 1y ay» a4 15  (16)
16. Tamil Nadu
(i) Southern . . . . 455.91 770,28 — 1226.19 452.99 826.04 —1279.03 521.8% 84475 — 1366.64 586.48 872.56 — 1459.04
17. Tripura '
(i} Northeast Frontier . . — 3,72 — 3.72 — 3.96 — 3.96 — 3.88 — 3.88 e 4.69 - 4.69
18, Uttar Pradesh
{i) Central . 665.43 —  0.09 665.52 663.61 —  0.09 663.70 718.07 —  0.10 718.17 744.95 — D10 T45.05
(ii) Eastern . . . 161.46 -— — 16I.46 166.35 — — 166.35 171.68 — . 171.68 197.43 — — 197.43
(iii) Northern . . .' 2473.78 0.03 — 2473.81 2566.66 0.03 - 2566.69 2824.53 0.03 —— 2824.56 3021.86 0.03 — 3021.89
{iv) North Eastern . . — 1278.89 — 1278.89 — 1497.24 — 1497.24 — 1543.73 -— 1543.73 — 1618.56 — 1618.56
(v) Western . 53.33 9,56 —  62.89 55.62 10.09 — 65.71 59.18 10.48 — 69.66 61.53 11.47 — 1300

(vi) Total . « 3354.00 1288.48 0.09 4642.57 3452.24 1507.36 0.09 4959 .69 3773.46 1554.24 0.1¢ 5327.80 4025.77 1630.06  0.10 5655.93

19, West Bengal

(i) Eastern . . . . 892.16 — 16.13 908.29 919.10 — 15.50 934.60 948.60 —  13.8B7 962.47 1244.2} —  13.05 1257.26
(i) Northeast Frontier . 47.66 158,38  2.96 209.00 54.93 168.48  0.98 224.3% 58.94 165.20  2.49 226.63 48.40 19970 2.18 250.28
(iiiy South Eastern . . 204.42 808 21250 22530 - — 8.71 234.01 236.39 _.  9.17 245.56 268.76 —10.97 279.73
(iv) Total . . . . 1144.24 158,38 27.17 13;5.79 1199.33 168.48 25.19 1393.00 1243.93 165.20 25.53 1434.66 1561.37 199.70 26.20 1787.27
20. Grand Total' . . . 16183.09 7221.19  354.05 23758.33 16766.72 7774.11 354.08 24894.91 18070.77 7998 .87 349.39 26419.03 19719.42 8530.84 331.77 28632.03

Source:—Railway Board, Ministry of Railways.
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APPENDIX VII
TanLe No. 10.

Central assistance (o Stafey towards nataral calamities refief expenditure--1965-66--1972-73.

Andhra Pradesh
Assam

Bihar

Gujarat
Haryana
Himachal Pradesh
Jammu & Kashmir
Kcrala .
Madhya Pradesh
Maharashira
Manipur
Meghalava
Mysore
Nagaland .
QOrissa

Punjab
Rajasthan .
Tamil Nadu
Tripura

Uttar Pradesh
West Bengal

Total

Source:

Ministry of Finance.

10549

12408

(Rs. lakhs)
[965-66  1966-67  1967-68  1968-69 196970  1970-71 197172 197273
- B 5 6 7 E 9
100 250 — IS 1780 1260 1503 3700
— 190 - 400 240 575 75 430
80 am 250 180 A5 2000 1335
— 30 a4 10 2120 784 60 1400
— - - - — - 9 22
35 — — —~ 237 50
- - — 200 160 220 279 125
300 1648 1100 501 50 67 — —
— 800 409 500 — 30 2250 8343
- — - — — — — 4
100 300 - 988 162 200 00 1650
6 1060 350 950 300 1300 1856
20 150 57 1926 5350 2651 — 1100
- 250 250 25 1300 — - 476
J— —_— JR— J— - ——— — 50
NA - 226 - 190 450 500 565
— 200 300 2004 576 194t 1750 1017
815 8200 7550 8633 10263 21667
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APPENDIX VI
TasLe 11
Rates of growth for State Taves and Forest revenies

(a) Past growth rates (actuals) between 1967-68 to 1971-72 () Growth rates for 1974—79 as given/implicd in {cy Growth rates for 1974—79 as adopted by
as given/implied in State Forecasts. State Forecast. the Commission.
Sales Tax State Excise Duty . Tax on vehiclest Entertainment 1ax Stampst Forest
State e S o H A — e ey T T
@ M @ @ (b s @ b @ @ (B © @ b © @ by
| Andhra Pradesh . . . . . . . o s 7 5 3 s s s o os 8 9 44 153 7
2 Assam . . e e e e 8 8 6 —4 3 3 5 6 6 17 23 12 1 6 6 4 4 4
3.Bikar . . . e 1 7 6 3 4 4 10 8 § 26 10 12 16 6 10 2 7
4, Gujarat . . . . . . . . . 14 10 10 & 4 4 12 8 8 12 8 9 10 9 9 7 S 3
5. Haryana | . . . . . . . .2 1w 1w 12 8 g 2 w10 23 9 12 14 7 7 2710 7
6. Himachal Pradesh . . . . . . . 33 10 10 10 & ] 21 6 6 6* 10 6 8 6 6 10 3 7
7. Jammu & Kashmir . . . . . . . 14 7 7 2 6 6 3 5 5 29 3 12 10 7 7 10 4 7
8. Kerala . . . . . . . . . 9 7 7 2 3 3 7 7 7 9 6 7 4 2 4 9 2 7
. Madhya Pradesh . . . . . . 9 7 7 9 4 4 9 4 s 12 G 9 11 6 6 11 2 7
10. Maharashtra } . . . . . . 13 9 10 16 9 9 10 8 8 16 7 12 7 5 3 17 7 7T
11, Manipur . . . . . . . . . 12 4 g 6* 3 5 — 5 5 7* 5 6 11k 5 5 10+ 14 7
12. Meghalaya . . . . . . . . 4 6 33+ S 5 100%* —-3 s 2004 3 6 100w 1 4 80d 3 7
13, Mysore . . . . . . . . . 12 6 9 36 i 3 10 6 6 26 6 i2 g 1 4 9 1 6
14, Nagaland. . . . . R . . . —=X 19 6 —3 8 8 19 16 10 —— i 6 — 9 9 54 10 7
15, Orissa . . . . . . . . . 5 6 6 8 2 3 9 3 5 1 3 6 7 =3 4 13 b 7
16, Punjab . . . . . . . . . 18 9 H 17 4 4 -— bl 10 16 12 12 12 8 h 7 4 4
17. Rajasthan . . . . . . . . il 10 7 6 5 5 12 & 8 16 10 12 10 5 5 2 8 4
18, Tamil Nadu . . . . . . . N 12 9 9 15 3 3 6 4 5 8 5 7 7 4 4 8 J 3
19, Tripura . . . . . . . ' . — —_ - - 3 3 11 1 5 8* 6 ¥} —2 2 4 12% 2 7
20. Uttar Pradesh . . . . . . . . 9 3 7 5 3 3 10 ] 8 12 b 9 1 3 4 6 3 5
21. West Bengal . . . . . . . . 6 5 9 6 6 3 4 3 26 5 12 P 2 4 15 2 7

*1968-69 1o 1971-72.
*[970-71 10 1971-72,
i 1970-71 to 1971-72,
£ Same growth rates assumed by Lhe Commission for taxes on vehicles and taxes on passengers & poods.
1Same growth rates assumed by the Commission for stamps and registration.
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APPENDIX Vil

Non-Plan grants from the Centre 1o the States

Tahie 12 (4)

Now=Plan grants frem the Centre together with the velated ex-

penditure allowed by the Comntission.

1.

Assistance e Jammu & Kashmir for transport of rice and
wheat.

Table 12 (h)

Now-Plan grants from the Cenive nol taken into uccount but

refated expenditare affowed in the reussessment,

o]

ot

h

15,
16.
17.
13,

19.

. Publicity and stal¥ Tor work relating to Small Savings.
. Relief for displaced goldsmiths.

. Composile Training Centres.

. National Sample Survey.

. Craftsman Training Scheme.

. Emyployment Cxchanges.

. Social Welfare

Infirmarics Homes ele.

. National Emplovment Organisation.

. Grant of scholarships under Fducational Schentes.
. Industrial Training Centres.

. National Cadet Corps.

. Institute of Panchayati Raj and Community Development.

Grants for Community Devefopment Project, National
Extension Service and Local Development Works.

. Financial assistance to persons distinguished in letters.

arts, ete.

Board of Gazetteeis.

Fraining of Youth Workers.

Welfare of District Sailors’ & Soldicrs’ Board.
Depertalion of Foreigners.

Welfare of backward classes (other than Grants under
Proviso 1o Arlicle 275).

. Fraining Scheme of Planning & Intformation Departinents.

Note:— Committed liabilities on account of teachers already
appointed in the States under Special Central
Scheme have also becn taken into account. There
will, therefere, be no need 1o continue Central
grants for this purpose separatcly.

Tuble 12 (¢}

Now-Plan grants fram the Centre for which the Commission

has nof assumed any credit and has also ol

allowed  ahy

expenditire.

]

=l

19.

20.

. Pre-vocationat

. Home Guards.

. Assistance 1o children of goldsmiths.

. Modernisatiom of police force.

. Relief and rehabilitation of displaced persons from Pakistan,

. Retief and rehabititation of displaced persens from countries

other than Pakistan.

. Construction and maintenance of border reads, and roads

of strategic imporlance.

. Construction of Inter-State roads of economic importance.

. Incentive benus for procurement of foodgrains.

Central Road Fund.

. Miscellancous Social Crash Progranumne.

. Nutrition Programme.

. Grant for training-cuni-development project.
. National Service Schemes.

. Civit Defence.

. Subsidy for controlling prices of essential commodities.

Training Centres.

. Rural Engineering Survey.

. Soil Conservation schemcs in River Valley Projects.

Resettlement of Tibetan refugees.

Crash programme for rural employment.

. Development of Border Areas.



APPENDIX VIII

Revenue receipts and non-Plan expenditure including com- commercial cnterprises have been projected according 1o the
mitted expenditure on the Fourth Plan schemes have been re- minimum norms stipulated by the Commission.  Prosisions
assessed according to the general criteria indicated in the Re- for pay revision, maintenance of capital assels and upgradaticn
port. Provision for amertisation, interest payment on fresh of the standards of administraticn have been allowed on the
borrowings as aiso interest receipts on fresh lendings have been lines indicated in the Report,  Provisions made in the forecast
excluded for the reasons indicated in Chapter XV. Returns from for land reforms hase also been omitted eacept the expenditure
irrigation and power prejects, transport undertakings and other on staff already coployed.

Government of Andhra Pradesh

A. Reverne Receipts
I. Tax Revenues
2. Non Tax Revenues
(i) Interest Receipts
(a) State Electricity Board
(b) Other Commercial Depits.
(<) Loans to others (on cXisting loans oulslandmg at thu Lnd of 1473- ;4}
(i) Interest on fresh loans
(iii) Other Receipts
3. Non-Pian Grants from Centre.
4, Transfer from Funds

Total Revenue Receipts

B. Nun=Plan Expenditure on Revenue Accouni

1. MNon Developmenta! Expenditure
(i) Interest payments on existing {oans Outbt&ﬂdlllg at thc :,ncl of 1973 74

{a} Central Government
(b Others (including interest on Prowdcut Fund othcr dcpoms ctel)

(ii) Enterest payments on fresh loans

{iit) App)roprlatlon for reduction or avoidance of Dvot (mcludmg trcsh borruw-
ings

(1v} Other Non-Developmental expenditure

2. Developmental Expenditure
(i) Education
(1i1) Medical & Public Hcdlth s
(iii} Public Works (including maintenance of roads and bualdt%s)
(a) Provision for maintenance of buildings.
{b) Provision for maintenance of roads
(¢) Other Expenditure

Total
(1v) Other Developmental Expenditure
Total—Developmental

3, Commiited Expenditure on Fourth Plan Schemes

4. Transfer to Funds
5. Fresh Expenditure

Total Non-Plan U'xpenditure on Revenue Account

Non-Plan Revenue Gap {A—B)
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State

(Rs. crores)

Reassessed Variation

Forecast Estimate
791.93 803 61 (370
16859 30049 (£)131.90
19659 213,91 (£)17.32
34,59 $5.90  (+)21.21
144,55 139,44 (—)5.11
17,35 15,57 (£)1.22
5.8 ; (-)5.86
(—)33 .86 56.5%  (4)120.44
355 — (—)3.55
3.75 - (—)3.75
967.82 (10613 _?J:;GSTE
1074.13 656.34  (—}417.79
183.27 0076 (+)17.49
£29.67 149.27  (+)19.60
5360 51.49 (—)2.11
7011 (—)70. 11
237 66 ( —)237.66
58309 45558 (—)127.51
44978 426.82  (—)22.96
115.76 109.77 (—)5.99
1295 7.75 (—)4.30
93 35 7161 (—)26.74
(—)4.40 [5.87 (+)20.27
10600 9523 (—)10.77
27116 267,80 (—)3.27
942.70 899.71  (—)42.99
170,57 15919 (—)11.38
3.75 (—)3.75
105.90 (—)105.90
229705 1715.24  (—)581.81
—1329.23 —609 11 +720.12




APPENDIX VII

Non-Plan gramts from the Centre to the States

Table 12 (u}

Non-Plan grants from the Centre together with the related cx-
penditure allowed by the Commission.

—
1. Assistance to Jammu & Kashmir for uansport of rice and
wheat.

Table 12 (b)

Non-Plan grants from the Centre not faken inlo accouwnt but
related expenditure allowed in the reussessment.

. Publicity and staff Tor work relating to Small Savings.
. Relief tor displaced goldsmiths.
. Composite Training Cenires,

. National Sample Survey.

1

2

3

4

5. Craftsman Training Scheme.
6. Employment Exchanges.

7. Social Wellare—Infirmaries Homes ctc.

8, National Empleyment Oiganisation.

9. Grant of scholarships under Educational Schemes.

10. Industrial Training Centres.

11, National Cadet Corps.

12, Institute of Panchayati Raj and Community Development.

13. Grants for Communily Development Project, National
Extension Service and Local Development Works.

14. Financial assistance to persons distinguished in letters,
aris, etc.

15. Board of Gazetteers.

16. Training of Youth Workers.

17. Welfare of District Sailors® & Soldiers® Board.
18. Deportation of Foreighers.

19. Welfare of backward classes (other than Grants under
Proviso to Article 275).

20. Training Scheme of Planning & Information Departments.

Note;— Comumitted liabilities on account of teachers already
appointed in the States under Special Central
Scheme have also been taken into account. There
will, therefore, be no need to continue Central
grants for this purpose separately.
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Table 12 {¢)

Non-Plan gramts from the Centre for which the Commission
has not assumed any credit and has also
expenditiive.

ot allowed any

l. Home Guards.

2. Assistance to children of goldsmiths.

3. Modernisatiom of police force.

4. Relicl and rehabilitatiop of displaced persens from Pakistan,

5. Relief and rehabilitation of displaced persons from countries
other than Pakistan.

6. Construction and maintenance of border roads, and roads
of strategic importance.

7. Construction of Inter-State roads of economic importance.
8. lncentive bonus for procurement of foodgrains.
9. Central Road Fund.
10. Miscellanecus Social Crash Programme.
11, Nutrition Programme.
12. Grant for training-cum-development project.
13. National Service Schemes.
14, Civil Defence.
15, Subsidy for controlling prices of essential commodities.
16. Pre-vocational Training Centres.
17. Rural Engineering Survey.
18. Soil Conservation schemes in River Valley Projects.
19. Resettlement of Tibetan refugees.
20. Crash programme for rural employment.

21. Development of Border Areas.
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Government of Anlhra Pralesh

C. Provision allowed for—-

{iY Revision of pay and emoluments of State Government employees, teachers and

local body employees.

(iiy Upgradation of standards of Administration.
(a) General Administration
{0 Administration of Justice
{c) Police
(d) Jails .
{e} Primary Cducalion
(f) Medical & Public Health .
() Welfare ol Scheduled Castes, Scheduled Trxbcs and othcr bnck\mzd clrlc;se‘;

Total
Tota! Non-Plan Revente Gap (A—B—-C)

not conceded on the ground that they should form part of the Plan. |

Project
his expenditure have also not been taken inio account.

the forecast for meeting t

Gaovernment of Assam

A. Revenue Receipts

I. Tax Revenues
2. Non Tax Revenues
(i} Interest Receipts
{a) State Flectricity Board
(b) Other Commercial Departments
{¢) Loans to others (on existing loans oulstandmg at the cnd of 1973- 71}
(i) Interest on fresh loans
(iii) Other Receipts .
1. Non-Plan Grants from Centre.
4. Transfer from Funds

Total Revenue Receipts (A)

B. Non-Plan Expenditire on Revenue Account

1. Non Developmental Expenditure . . .
{i) Interest payments on existing loans outslandmﬂ at the end of 1973-74
{a) Central Government .
{by Others (including interest on Prowdem Fund other dcposit% etc,)
(ii) Interest payments on fresh loans
(iii) Appropriation for reduction or avoidance of Debt (mcludmg fresh hm‘mw
ings) . . . . .
(iv) Other Non—Devclopmenta‘ expend:tmc

Note t1State Government’s demand of Rs. 72.52 croves for renovalion of Godavari Barrage,
rrigation receipts amounting to

(Rs. crores)

Variation

State Reassessed
Forecast Estimiate

114,28 (+3114.28

0.27 (+10.27

20.37 (+)20.37

2.6 (2.6

15,54 (+)15.54

13.53 (+)13.83

52.62 (+)52.62

—1329.23 ' —TI6.01  (+)553.22

State
Forecast

210.98

0.91

326.37

71.46
18.13
36.72

25.45
174.61

Dramagc Works and Nizam Sagar

Rs. 5.78 cror

Reassessed

¢s included in

(Rs. crores}

Variation

Estimate
224 41 (+)13.43
26.92 {+)26.01
19.32 (+)19.32
1.98 {(+)1.98
5.62 (+)4.71
. {—¥0.70
19.38 (+)24.34
{—)1.00
(—)13.25
270.71 (+)48.83
268.08 (—)58.29
87.90 (+116.44
17.97 {(—)0.16
{(-)36.72
.. (—)25.45
162.21 (—312.40
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Government of Assam

Forecast
Developmental Expenditure
(i) Education . 150.90
(ii) Medical & Public Hea]th . . . . . 35.56
(iii) Public Works (including maintenance of roads and buildings)
(a) Provision for maintenance of buildings. 9.63
(b) Provision for maintenance of roads . 40.72
{c) Other Expenditure . 19.52
Total . ) . 69.87
(iv) Other Developmental Expenditure, 55.12
Total Developmendtal ] . 3145
3. Committed Expenditure on Fourth Plan Schemes 108,86
4, Transfer to Funds 13.25
5. Fresh Expenditure .
Total Non-Plan expenditure on Revenue Account (B) . 759':_9_5 '
Non-Plan Revenue Gap (A—B) | (—)538.05
C. Provision allowed for—
(i) Revision of pay and emolumznts of Siate Government employees, teachers and
local body employees.
(it) Upgradation of standards of Administration
(a) General Administration
(b) Administration of Justice
(c) Jails
(d) Police .
{e) Primary Education s
() Medical & Public Health .
(g) Welfare of Scheduled Castes, Scheduled Trlbes and olher backward classes .
Total L
Total Non-Plan Revenuc Gap (.;jssgﬁs

State

A. Revenue Rere:prs
1. Tax Revenues
2. Non-Tax Revenues
(i} Interest Receipts
(a) State Electricity Board
(b} Other Commercial Departiments

Government of Bihar

State
Forecast

656.22

60.14

46.13

{c} Loans to others {on existing loans outstandmg at the cnd of 197? 74)

(i) Others
(i) D.V.C.
(ii) Interest on fresh loans
(iit) Other Receipts
3. Non-Plan Grants from Centrc
4, Transfer from Funds

Total Revenue Receipts

4.01
10.00

1.86
55.54

5.00

778.76

(Rs. crores)
Reasséqsed h \;:Irn;t_mn
Estimate

154.17 (+)3.27
36.41 {+)0.85
5.25 (—)4.38
41.11 (+)0.39
13.22 {—)6.30
"59.58 7 (10,29
5588  T(+)0.76
S 306.04 T (541
CTR93 T (L1955
(—13 25
663.43  (—)95.50
(-—)392.72 (+3145.33
28.88 (+)28.88
4.86 (+)4.86
1.65 (+)1.65
3.24 (+13.24
8.27 (+)8.27
18.02 (+)1sﬂoz'
(—-)439 62 (+)98 43
(Rs crores )
Reassesgcd Vai']atton
Estimate
657.76 +1.54
93.17 +33.03
19.01 +19.01
46.13
16,73 +12.72
11.30% +1.30
.. —1.86
88 .82 +33.28
--5.00
—
839.75 +60.99
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(Rs. crores)

Government of Bihar

State Reassessed  Variation

Forecast Eslimate
B. Nou-Plan Expemditure on Revenue Account
1. Non-Developmental Expenditure .
(i) Interest payments on cxisting loans outstanding at the end of 1973-74
139.29 150.42 +11.13

(a) Central Government . . .
(b) Others {including interest on Prowdenl I-‘und elhe; dcposus cled 48 .89 46 37 —2.52

(i} Intercst paymenis on fresh loans . . . . . . . . 31.81 .. —31.81
(iii} Appropriation for reduction or avoidance of Debt (muludmb fresh
borrowings) . . . . . . . . 109.71 .. —109.71
(iv) Other Non-Developmental expenditure 412.48 358.25 —354.23
Total Non-Developmental T Tazas | ssso4 —l1sT.4
2. Developmental Expenditure
(i) Education 414.71 321,59 —93.12
(i) Medical & Public Health 99.77 104.43 +4.66
(i} Public Works (including maintenance of roads and buildings)
(a) Provision for maintenance of buildings 29.47 F1.15 (—)18.32
(b} Provision for maintenance of roads . . . . . . . 42,78 54.12 (+)11.34
(¢} Other Expenditure . 23.79 19.89 {(—}3.90
Total 96.04 85.16 —10.88
{iv) Other Developmental Expenditure . 198 .88 i81.44 —17.44
Total-—evelopmental 809 .40 692,62 —116 78
1. Commmitted Bxpenditure on Fourth Plan Schemes 231.22 191.55 —39 67
4. Transfer to Funds . .
5. Fresh Expenditure/@: 38.35 9.69 —28.67
Total Non-Plan expenditure on Revemue Account 1821.15 1448.90 —372 25
—1042 39 —609.15 -+433.24

Non-Plan Revenue Gap (A—13)

C. Provision aflowed for—

(i) Revision of pay and emoluments of State Govcrnmenl unmlowcs, teachers and
. . . . . . 4435 6R.78 +24.43

local body employees
(i) Upgradation of Standards of Administration

(a) General Administration 36.21 +36.21
(by Administration of Justice 3.5% +5.38
(¢} Police . 39,60 43960
(d)y Jails

(c) Primary Educalion 35.19 4+35.19
() Medical & Public Health . . . . ‘e 35,19 +35.19

(g) Welfare of Suheduled Castes, Scheduled Tribes and other backward
classes . . . . . . . . .. 15.02 +15.02
Total 166.79 +166.79
—1086.74 —844.72 +242 .02

Total Non-Plan Revenue Gap

@Thls relates to reorganisation of districts.
t The Commission has assumed returns on Damodar Valley Corporation capital at Tull rates, re.,
basis of existing terms.

Rs. 2.26 crores a year on  Lhe

§/19 Finance [73—124
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Government of Gujarat

Reassessed

(Rs. crores)

State Yariation
Forecast Estimate
A. Revenue Receipts
1. Tax Revenues 953 .87 986.87 +33.00
2. Non-Tax Revenues
(i) Interest Receipts
(2) State Electricity Board . . 54,52 46.53 —7.99
() Other Commercial Departments . . . 107.34 107.34 .
{c) Loans to others (on existing loans cutstanding at the end of ]‘)73 74 . 27.21 28.11 +0.90
(if) Interest on fresh loans | 7.30 —7.30
(iii) Other Receipts 59.48 83.67 +24.19
3. Non-Plan Grants from Centre . . 1.50 —1.50
4. Transfer from Funds
Total Revenue Receipts 1211.22 1252.52 +41.30
B. Non-Plan Expenditure on Revenue Account
1. Non-Developmental Expenditure
(i) Taterest payments on existing loans outstanding at the end of 1973-74
(a) Central Government . 63.30 63.73 +0.43
(h)y Others (Includmg interest on Prowdent Fund crthcr deposm, etc) . 48.08 48 .10 +0.,02
{ii) Interest payments on fresh loans . 58.95 —38.95
(i) Appropriation for reduction or avoidance of Debt (lnc!udmg fresh
borrowings) . . . . . . . . . . 76.84 —76.84
(iv) Other Non-Developmental expenditure 348.19 332.25 —15.94
2. Developmental Expenditure
(i) Education 317.40 297.91 —19.49
(ii) Medical & Public Health 81.77 88.58 +6.81
(iii) Public Works (including maintenance of roads and buildings).
{a@) Provision for maintenance of buildings 20.37 13.45 —6.92
(&) Provision for maintenance of roads 40.00 47.36 +7.36
(c} Other Expenditure . . . . _:;lggg* "J]! 4205 +49.32
ToTAL 53.10 102.86 +49.76
(i) Other Developmental Expenditure, 110.62 116.70 +6.08
ToTAL : DEVELOPMENTAL 562,89 606.05 +43.16
3, Committee Expenditure on Fourth Plan Schemes . 160.08 156.51 —3.57
4, Transferto Funds . . . . . 84.58(1) — 84,58
5. Fresh Expenditure 226.43(2) — —226.43
TOTAL NON-PLAN EXPENDITURE ON REVENUE ACCOUNT. 1629 .34 1206,64 —422.70
NON-PLAN REVENUE GAP (A—B) —418.12 +45.88 +464.00
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Government of Gujarat {Rs. crores)

Slate l{ea§scsscd Yariation
Forecast Estimate

C. Provision allowed for—

{i) Revision of puy and emoluments of Siate Government employees, teachers and

local body employees . . . .- oo — 69,47 16987
(¢7y Upgradation of standards of Administration

{«) General Admipistration . . . . . . . . . — — —

() Jails . . . . . . . . . . . . — 2.56 +2.56

{¢) Primary Education . . . . . . . . . . — — —

() Medical & Public Health . . . . . . . . . — —_ —

(¢) Welfare of Scheduled Castes, Scheduled Tribes and other backward classes . — 6.63 +6.63
ToTAL . . . . . . . . . . — 9——1—5 +9.19
ToraL Non-PLAN ReEVENUE GaP . . . . . . —41?.?2 —33.18 +384.94

*Represents the extent of expenditure under “50-Public Works” proposed to be met from the State Road Fund.

{1} The provision for transfers of Rs. 10 crores to the Education Cess Fund and Rs. 74.58 crores 1o the State Road Fund
have been excluded from the re-assessment since these funds would be utilised to meet expenditure on Plan Schemes and on mainte-
nance and repairs of roads for which funds have been separately provided by the Commission on the basis of the norms.

(2) Additional expenditure of Rs. 49.22 crores for implementation of the reponqn‘.u.adations of the Panchayati Raj High Level
Committee and Rs. 3.41 crores to implement the recommendations of the Grants—in-aid Code Committee have been disallowed, since
these contingent liabilities would be taken care of by the liberal growth rates on education and other refated heads allowed by the
Cominission.

Government of Haryana

{Rs. crores)

State Reassessed Variation
Forecast Estimate
A, Revenue Receipts
[. Tax Revcnues . . . . . . . . . . . . 400. 11 425,514 +25.40
2, Non Tax Revenues
(/) Interest Receipts . . . . . . . . . . . 82 34 114.40 +32.06
{(a) State Electricity Board . . } . . . . . 7.62 41.03 +33.41
(# Other Commercial Departiments . . . . . . . 68.64 6864 —
{¢) Louns to vther (on existing loans cutstanding at the end of 1973-74) . 6.08 4.73 —1.35
(i) Interest on fresh loans . . . . . . . . . . 2.23 — —2.23
(ii) Other Receipts . . . . . . . . . . . 8.34 47.07 +38.73
1. Non-Plan Grants {or Centre . , . . . . . . . 3.50 —_ —3.50
4. Transfer from Funds . . . . . . . . . . . -— - —_

Total Revenue Receipts (A) . , . . . . . 496.52 IR6.08 +90.46

e
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Government of Haryana

(Rs. crores)

State Reassesscd Varlatlon )
Forecast Estlmate
B. Non-Plan Expenditure on Revenue Account B B
1. Non-Developmental Expenditure 347.51 173.33 —174.18
(/) Interest payments on existing loans outstandmg at the end of 1973 74
{a) Ceniral Government . . . . . . . . 43,74 45,68 +1.94
{6) Others (including interest on Provident Fund, other deposits, etc.) . 18.68 18.06 —{0.62
(i) Interest payments on fresh loans . . . . . . . 24.63 — —24.63
(i#f) Appropriation for reduction or avoidance of Debt. {including fresh borrowings) 143,39 —143.39
{iv) Other Non-Developmental expenditure . . . . . . . 117.07 109.59 —7.48
2. Developmental Expenditure
({) Education . . . . . . 98.70 167.01 +8.3)
(i) Medical & Public Health . . 29.37 27.94 —1.43
({if) Public Works (including mamtenam.e of roads and bulldmgs) .
{a) Provision for maintenance of bulldlm,b . . . . , . 8.50 6.15 —2.35
(b} Provision for maintenance of roads. 44,95 12,96 —31.99
(¢} Other Expenditure . . 12,24 24.30 +12.06
ToraL 65.69 43.41 —22.28
(iv) Other Developmental Expenditure . . . . 43,51 43,20 -0.31
ToTAL — DEVELOPMENTAL 237.27 22i.56 -15.71
3. Committed Expenditure on Fourth Plan Schemes . . . . . . 44.70 45,02 +0.32
4. Transfer to Funds . . 3.00 — —3.00
5. Fresh Expenditure . . . . — — —
TOTAL NON-PLAN EXPENDITURE ON REVENUE ACCOUNT (B) . . 632.48 439.91 -—=192, 57
NoN-pLAN REVENUE Gap {(A—B) . , . . . . —135.96 +147.07 +283.03
C. Provision allowed for-—-
() Revision of pay and emoluments of State Government employec.s, teachers and
local body employees. . . . . . . 40.04 22.93 —17.11
(i) Upgradation of standards of Admxmstratlon
(@} General Administration . . — —_ —
(b)) Administration of Justice . . — 0.42 +0.42
(¢} Jails . . . . . . . — — —
(d) Police . . . . . . . . -— — —
(¢) Primary Education — 14.79 +14.79
(/) Medical & Public Health — 2.07 +2.07
(g} Welfare of Scheduled Castes, Scheduled Trlbes and other backward classes — 4.17 +4.17
TotaL (ii) — 21.45 +21.45
TOTAL NON-PLAN REVENUE GAP —176.00 +102.69 +278.69
Government of Himachal Pradesh
(Rs. crores)
State Reassessed Variation
Foreast Estimate
A. Revenue Receipts
1. Tax-Revenues . . . . . . . . 60.80 67.10 +6.30
2. Non Tax Revenues
(i) Interest Receipts
(a) State Electricity Board 4.29 10.17 +5.88
{h Other Commercial Departments . . 1.10 1.10 —
(¢) Loans to others (on existing loans outstandmg at the end of 1973- 74) . 1.76 2.16 +0.40
(if) Interest on fresh loans . . 0.77 — —0.77
(if) Other Receipts . . 52.03 62.01 +9.98
3. Non-Plan Grants . . . . . . — — —
4. Transfer from Funds . . . . , . . 3.40 — —3.40
ToraL ReveNUE RECEIPTS 124,15 142.54 +18.39




185

Government of Himachal Pradesh

(Rs. crores)

Reassessed

Variation

State
Forecast tbtlmah_
—B. ,’\"c;-Pl:m E.\'.peudita;e on Revenwe Adcount—
1. Non-Developmental Expenditure
¢i) lnlerest payments (on cxisting loans outstanding at the end of 1973-74)
(a) Central Government 25.63 30.49 +2.26
(h) Others (including interest on Provident I~und other dupo:ils ete) 4,17 4,17
¢if) lnlerest payments on fresh loans 12.35 —12.35
{iif) Appropriation for reduction or avoidance of Debt. (lm.ludmg fresh bonmum.s} 313 — —3.13
{iv} Other Non-Developmental expenditure. . . . . . 66.71 66.39 —0.32
ToraL @ . . 114.99 101.45 —13.54
2. Developmenial Expenditure T
(i) Lducation . 81.02 %3.064 +2.62
(if) Medical & Public Health . 20,32 22.60 +2.28
(/i) Public Works (including mamlenance of roads and bulldln;:,s)
() Provision for maintenance of buildings. 4.00 +4.30 +0.30
{») Provision for maintenance of roads . 14.30 14,88 +0.58
(¢) Other Expenditure . 8.25 1.73 +3.48
ToTaL : . . ... O 26.55 30.91 +4.36
(iv) Other Developrmental Expenditure | - . . . . . 63.99 62.11 —1.88
TOTAL—DEVELOPMENTAL . . . . . . . 191,88 199 .26 +7.38
3. Comimitted Expenditure on Fourth Plan Schemes. 38.86 34.15 —4.71
. Transfer to Funds 3.54 — —3.,54
5. Fresh Expenditure . . . . . . . — — —
TOTAL NON-PILAN EXPENDITURE ON REVENUE ACCOUNT 349.27 334.86 N -—14.41
NoN-PLAN REVENUE GaP (A--B) . . —225.12 —192.32 +32.80
C. Provision allowed for—
(/) Revision of pay and emoluments of State Government cmployecs teachers and
local body employees . . . . . . —_ 11.74 +11.74
(i) Upgradation of standards of Adm1mstrat10n . . . . . . — — —
(@) General Administration . . . — - .
(») Police . — - —
(¢} Primary Eduaanon —_ — —
() Medical & Public Health . — — —
{e) Welfare of Scheduled Castes, Scheduled Tnbcs and other bat.kward clabses — —
ToTAL — — _
TOTAL NON-PLAN REVENUE GAP —225.12 —204.06 +21.06
Government of Jammu and Kashmir
(Rs. crores.)
State Reassessed Variation
Forecast Estimate
A, Rmeﬁr;e Recetp.fa
1. Tax Revenues 94,30 101.37 +7.07
2. Non Tax Revenues 65.11 110.41 +45.30
(/) Interest Receipts 11.00 37.43 +26.43
(«) State Electricity Board — 23,95 +23.95
(&) Other Commercial Departments 8.74 8.74 —
(¢) lLoanstoothers(oncxisting loans outstandmg at 1hc cnd of]973 74) 2.26 4.74 +2.48
(ii) 1nierest on fresh loans — — —
(iff) Other Receipts 54.11 72.98(1) +18.87
3. Non-Plan Grants from Centre — 12.50{2) +12.50
4. Trans{er from Funds — -
ToTal REVENUE RECEIPTS 159.41 224.28 +64.87
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Government of Jammu and Kashmir
{Rs. crores)

State Reassessed Variation

* forecast estimate
B. Nou-Plan Expenditure on Revenue Accotitit—
1. Non.Developmental Expenditure —-
(i) Interest payments on existing loans outstanding at the end of 1973-74 . 76.14 74.42 —1.72
(@) Central Government . . . i 66.87 72.41 +5.54
(6) Others (including interest on Prowdent Fund other deposns etc. ) . 9.27 2.01 —7.26
(if) Interest payments on fresh loans . . 5.25 — —5.25
(iify Appropriation for reduction or avoidance of Debt (lm.[udlng tresh borrowmgs) 5.72 — ~-5.72
(iv) Other Non-Developmental expenditure | . . . . . . 145.54 115.75 —29.79
TOTAL—NON-DEVELOPMENTAL . . . . . . 232.65 190.17 —42.48
2. Developmental Expenditure—
() Education . . . . . . . . . R . 61.11 59,50 —1.61
(#f) Medical & Public Hcalth . . . . . 20.27 22.84 +2.57
(#ii) Public Works (including maintenance of roads and bunldmgs)
(a) Provision for maintenance of buildings . . . . . . . 4.10
(») Provision for maintenance of roads . . . , ) . . 32.83 12.33 —0.55
(e) Other Expenditure . . 15.85
ToTaL . . . . . . . . . . 32.83 32.28 —0.55
(iv) Other Developmental Expenditure . . . . . . . 55.19 48.92 —6.27
TOTAL—DEVELOPMENTAL . . . . . . . 169.40 163.54 —5.86
3, Committed Expenditure on Fourth Plan Schemes . . . . . . 55.33 50.35 —4.98
4, Transfer to Funds . . . . : . . : . . . . — —_— —_—
S. Fresh Expenditure . . . “ . . . . . . . — —_ —
ToOTAL —INON-PLAN EXPENDITURE ON REVENUE ACCOUNT . . 457.38 404.06 -53.32
NoN-PLaN REVENUE GaP (A—B) . . . . . . —297.97 -179.78 +118.19
C. Provision allowed for—
(i) Revision of pay and emoluments of State Government emp]oyees. teachers and
local body employees . . . . . . . . . 38.75 35.17 —3.58
({f) Upgradation of standards of Administration
{a) General Administration . . . . . . . . . — — —_
(&) Administration of Justice . . . . . . . . . — — —
{¢) Police . . . . . . . . . . . . . 10.55 10.55 —
() Jails . . . . . . . . . . . . — - —
(¢) Primary Educatlon . . . . . . . . . . —_ 6.78 +6.78
{f) Medical & Public Health . . — — —
() Welfare of Scheduled Castes, Scheduled Trlbes and other backward classes — — —
TOTAL . . . . . . . 10,55 17.33 +6.78

ToTAL-—NON-PLAN REVENUE GAP (A —B— C) —347.27 —232.28 +114.99

(1) Receipts [rom forests have been reassessed on the basis of 1972-73 preliminary actuals. Besides, credit has also been taken for
Rs. 7 crores by way of realisation of outstanding arrcars of royalties from forests.

(3) Transport subsidy from the Centre is expected to continue and hence credit has been taken. ’ i
/

/



A. Reventne Receipts
1. Tax Revenues
2. Non-Tax Revenues
(7)) Interest Receipts
(@) State Electricity Board
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Government of Kerala

(% Other Commercial Depariments

(¢} Loans to others (on existing loans outstanding at the end of 1973-74)

(if} Intercst on fresh loans .
(iify Other Receipis
3, Non-Plan Grants from Centre

4. Transfer from Funds

ToTAL—REVENUE RECETPTS (A)

B. Non-Plan Expenditure on Revenue Account

1. Non-Developmental Expenditure

(i) Interest payments on existing 10ans outstanding at the end of 1973-74

{(a) Central Government .

. - . . . . .

(M Others (including interest on Provident Fund, other deposits etc.)

¢ii) Tnierest payments on fresh loans

{iiiy Appropriation for reduction or avoidance of Debt

(including fresh borrowings)

(iv) Other Non-Dzvelopmental expenditure

2 Developmental Expenditure

() Education . .
(i) Medic! & Public Health

(fii) Public Works (including maintenance of roads and buildings)

(@) Provision for maintenance of buildings

(M Provision for maintainance of roads

(¢} Ouher Expenditure

ToTAL

(iv) Other Develepmental Expenditure .

Total —DEVELOPMENTAL

3. Committed Expenditure on Fourth Plan Schemes

4. Transfer to Funds .

ToTal NON-PLAN EXPENDITURE OGN REVINUE ACCOUNT (B).

Nox—PLaN REVEN

UE Gapr (A—B)} .

(Rs. crores)

State Reassessed Variation

Forecast Estimate
517.26 526.74 +9.48
23.05 35.87 +12.82
10.71 292 --7.79
10.40 §0. 67 +0.27
3.20 - -3
ite. 10 145,10 +29.00
7.50 — —7.50
5.00 — —35.00
693.22 721.30 +28.08
68.62 76.42 +7.80
40,88 36.65 —4.23
44 .90 — —44.90
24 80 — —24.80
291,10 222,41 —68.,69
510.16 426.05(1) —84.11
145,75 102,01 —43 .74
5.01 9 .55 +4.54
35.93 34.76 —1.17
35.91 £3.35 —22.56
76 85 57.66 -~19.19
183.44 118.06(2) -—65.38
916.20 703.78 / —212.42
100.37 92.01 —8.36
5.00 o —35.00
o1 87 3127 --360.60
+388.68

—798.65

—409.97
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Govcrnment of Kerala

C. Provision allowed for

(/) Revision of pay and cmoluments of State Government employeen teachers and
local body employees . . .

(i) Upgradation of standards of Admmlslratmn
{a} General Administration
(/) Administration of Justice . . . . .
() Jails | . . . . . . . . .
{:f} Police . . . . . .
(#) Primary Eiuwt:on . . . . . . . . .
(f) Medical and Public Health
(1) Welfare of Scheduled Castes, Scheduled Trlbeq and olher b'u.kua d c.hescc

) ToTae

TOTAL N(N-PLAN RE\’FNUE GAP

State

(R% Croses)

—894 02

Reassessed Val’ial]()il
Forecast Fstimate

95.37 63 .47 —31.90
— 1.92 +1.92

— 0.77 +0.77

— 3 84 +3.84

- 6.53 +6.53
—479 .97 +4l4 05

(1) Provision of Rs, 61,55 crores on account of abolition of shift system and improvement of teacher- upi! ratio has not been conceded

as these should be accommodated in the Plan.

(2) Land R-forms (~-Qnly a sum of Rs, 10.09 crores ailowed in the reassessment of forecast in respect of s1aff already in position

in connection with the implementation nf Land Reforms.

Government of Madhya Pradesh

{Rs. crores)

State Reassessed Variation
Forecast Estimate
A. Revenue Receipts _
1. Tax Revenues . . . . . . . . 676.67 736.53 +59.86
2. Non Tax Revenues ’
(i) Interest Receipts . . . . . . . . . 103.13 108.12 +4.99
{a) State Electricity Board . . . . . . . . 31.30 31.30 —
() Other Commercial Departments . . . 59.00 59.00 —
{c) Loans to others (on existing loans cutstanding at the end of 1973 74) 12.83 17.82 +4.99
(M Interest on fresh loans 16.84 — —16.84
(#ii) Other Receipts . 193.42 295.08(1)  +101.66
3. Non-Plan Grants from Centre . . . . . . . 10.31 — —10,31%
4. Transfer from Funds . . . . . . . . — — —
ToTaL—REVENUE RECEIPTS 1000.37 1139.73 +139.36
B. Non-Plan Expenditure on Revenue Account
1. Non-Developmental Expenditure
(/) Interest payments on existing loans outstanding at the end of 1973-74
(@) Central Government . . . . . 80.78 87.10 +6.32
(6 Others (including interest on Prowdent Fund other deposits ete.) 25.87 23.87 —2.00
(i) Intercst payments on fresh loans 120.79 — —120.79
(i) Appropriation for reduction or avoidance of Debt (lncludmg 1resh borrow-
ings) . . . . . . . , 32,19 — —32.19
(iv) Other Non-Developmental Expendlture 367.75 327.55 ~40.20
TotaL~ NON-DEVELOPMENTAL . . . .

627.38

438,52 —188.86

-



189

Government of Madhaya Pradesh

(Rs. crores)
State Reassessed Variation
Forecast Estimate
2. Developmental Expenditure
(9 Education . . . . . . . . . . . 386.30 340,72 —45.58
(i) Medical & Public Health . . . . . . . . 92.59 96.84 +4.25
(i) Public Works (including maintenance of roads and buildings)
¢(a) Provision for maintenance of buildings . . .. .. 32.15 16.55 —15.60
(6) Provision for maintenance of roads . . 80,02 77.80 --2.22
(c) Other Expenditure . 22.57 14.27 —8.30
TotaL . . . . . . . . . 134.74 108.62 —26.12
(iv) Other Developmental Expenditure 231.37 199.17(9).(%) -=32.20
TorAL—DEVELOPMENTAL 845.00 745.35 —99.6%
Committed Expenditure on Fourth Plan Schemes 177.92 167.79 —10.13
Transfer to Funds . . . . . . . — — —
Fresh Expenditure . . . . ) ] ) 158.42 * —158.42
ToTaL—NoN-PLAN EXPENDITURE ON REVENUE ACCOUNT 1808.72 1351.66 —457.06
NoN-PLAN RevENUE Gar (A—B) —808.35 —211.93 +596.42
C. Provision allowed for
(i) Revision of pay and emoluments of State Government employees, teachers
and local body employees . . . . . . . . . 136.75 171.12 +34.37
(i) Upgradation of Standards of Administration
(¢) General Administration . . . . . . . . — 12,27 +12.27
{b) Administration of justice . . . . . . . —_ 1.62 +1.62
(o) IJails — 1.88 +1.88
(d) Police . . . . . . . . . —_ 3.99 +3.99
(¢) Primary Education . — 7.38 +7.38
(f) Medical & Public Health . . . . . . . . —_— 18.51 +18.51
(g) Welfare of Scheduled Castes, Scheduled Tribes, and other backward
classes . . . . . . . . . . . . _ 4.69 +4.69
TOTAL . . . — 50.34 +50.34
-=945.10 (-—)433.29 +511,71

ToTAL—NON-PLAN REVENUE GAP .

*QOut of the fresh expenditure proposed, only Rs. 1.81ecr

M

Q)

¢

ores relating to revision of rates of hostel stipends to Scheduled Caste/

Tribe students (orders issued on 12-4-1973) have been admitted and shown under normal developmental expenditure.

Improvement in non-tax revenues is mainly due to increase in the estimates of receipts from forest dues (Rs. 78.92 crores).
Net profit of Rs. 8.53 crores on State trading operations assumed by the State Government in the capital account has been
transferred to revenue account and realisation of 50 per cent of the arrears in respect of forest dues (Rs. 5.92 crores) assumed.
The provision of Rs. 16.31 crores sought by the State Government for subsidy to panchayati raj institutions has not been
allowed as this represents a contingent liability.

Provision of Rs. 20 ¢rores included by the State Government in the forecast as expenditure on capital outlay on public works
has been disallowed as this should form part of the State Plan.

S/19 M of Fin./73-—25.
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Government of Maharashtra

(Rs. crores)

State Reassessed Variation
Forecast Estimate

A. Revenne Receipts
1. Tax Revenues . . . . . . . . . . . 2090.20 2220.75(1) +130.55

2. Non-Tax Revenues
(i) Interest Receipts

(a) State Electricity Board . . . . . . . C 60.33 40,81 —19.52

(&) Other Commercial Departments . . . . . . . 114.63 114.63 —_

(c) Loans to otheis (on existing loans outstanding at the end of 1973-74) . 41.82 - 55.62 +13.80

(i) Interest on fresh lendings . . . . . . . . . 18,53 —_ —18.53

@) Other Receipts . . . . . 237.79 280.98 +43,19

3. Non-Plan Grants from Centre . . . . . . . . . 31.76 —_ —31.76
4. Trangfer fromFunds . . . . . . . . ] o= — —
ToTAL—REVENUE RECEIPTS . . . . . . 2595.06 2712.79 +117.73

B. Non-Plan Expenditure on Revenue Account
f. Non-Developmental Expenditure
(¢} Interest payments on existing loans outstanding at the end of 1973-74 o .
(@) Centrat Government . . . . . . . . o 127.45 14059 +13.14

16) Others(including interest on Provident Fund, other deposits etc.) . 104.12 105.69 +1.57

(i) Interest payments on fresh borrowings . . . . . . . 91.19 —_ —91.19
(iii) Appropriation for reduction or avoidance of Debt (including fresh borrow-

ings) . . . . . . . . . . . . . 391.54 — —391.54

(i) Other Non-Developmental expenditure . . . - .~ - 783.68 770.71 —12.97

ToTAL—NON-DEVELOPMENTAL . . . . . . 1497 98 1016.99 —430.99

2. Developrmental Expenditure

) Edueation . . . . 561.88 584.38 +22.50
(i Medical & Public Health . . . . . . . . . 210.39 196,43 —13.96
(iif) Public Works (including maintenance of roads and buildings)
(@) Provision for maintenance of buildings . . . . . . 22.58 14,70 —7.88
(b) Provision for maintenance of roads , . . . . . . 4802 68.07 +20.05
() Other Expenditure Ce e 9.43 44.79 +35.36
ToTtaL . . . - . . . . . 80.03 127.56 +47.53
(#%) Other Developmental Expenditure . . . . . . . - 327.08 296.56 —30.52
' TOTAL—DEVELOPMENTAL . . . . . . 1179.38 1204.93 +25.55
8. " Committed Expenditure on Fourth Plan Scherpes 0 . . . _' 248.95 ©207.70° —41.25
4 TransfertoFunds . . . . 247.54 117.81 —129.73
5. Fresh Expenditure . . . . . . . . . 23350 @ _—233.50
TorAL—NON-PLAN EXPENDITURE ON REVENUE ACCOUNT . . 3407.35 2547.43 —859.92

NoN-PLAN REVENUE GAP (A—B) . . . . . . —812.29 +165.36 +977.65
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Government of Maharashtra

C. Provision allowed for

() Revision of pay and emoluments of State Government cmployees teachcrs
and local body employees

(#) Upgradation of standards of Administration
(a) General Administration .
(h) Police . . . . .
(¢) Jails
(d) Primary Education
(e} Medical & Public Health

() Welfare of Scheduled Castes, Scheduled Tribes and other backward
classes .

TotaL

ToTaL—NON-PLAN REVENUE GAP .

(i)
in 1973-74 of the “country liquor™ scheme.

(Rs. crores)

Variation

State Reassessed
Forecast Estimate
— 124 84 +124.84
— 0.30 +0.30
3.33 +3.33
— 3.63 +3.63
—812.29 +36.89 +849.18

The increase in tax revenues is mainly in respect of receipts from State excise duties {Rs. 60 crores) following introduction

{2y The provision of Rs. 210 crores as compensation to local bodies due to abolition of ociroi duty has been disallowed as this

decision has not been implemented.

Government of Manipur

(Rs. crores)

Variation

Siate Reassessed
Forecast Estimate
A. Revenue Receipts
Tax Revenues 5.66 5.66 —_
2. Non-Tax Revenues
(f) Inierest Receipts
(a) State Electricity Board — —_ _
(b) Other Commercial Departments — — —
(¢) Loans to others (on existing loans outstanding at the end of 1973.74) 4.64 0.75¢h —3.89
{ii) 1nterest on fresh loans — — _—
(iii) Other Receipts —3.69 3.05 +6.74
3. Non-Plan Grants from Centre — —_ —
4. Transfer from Funds — — -
6.61 9.46 +2.85

TOTAL--REVENUE RECETPTS -
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Government of Manipur
(Rs. crores)
State Reassessed  Variation
Forecast  Estimate
B. Non-Plan Expenditure on Revenue Account—
1. Non-Developmental Expenditure
(i) Interest payments on existing loans outstanding at the end of 1973-74
(a) Central Government . . . . . 7.80 9.60 +1.80
(b) Others (including interest on Provident Fund, other deposits etc.} 0.1 0.45 —0.26
(i) Interest payments on fresh loans e e e e e -5.10 — —5.10
(iit) Appropriation for reduction or avoidance of Debt (including fresh borrow-
ings) . . . . . . . . . . — —_ —
(iv) Other Non-Developmental expenditure . . . . 55.52 53.09 —2.43
2. Developmental Expenditare—
(i) Education . 28 .48 29.30 +0.82
(i) Medical & Public Heaith . . . . . . 5.10 5.62 +0.52
(iif} Public Works (including maintenance of roads and buildings)
(a) Provision for maintenance of buildings . . 1.40
(b) Provision for maintenance of roads . 7.27 6.52 +3.23
(¢) Other Expenditure 2.58
ToTAL . . 7.27 10.50 +3.23
(iv) Other Developmental Expenditure . . . . 5.94 5.99 +0.05
TOTAL—DEVELOPMENTAL . . . . 46.79 51.41 +4.62
3. Committed Expenditure on Fourth Plan Schemes . 22.26 16.90 -—5.36
4. Transfer to Funds . — — —
5. Fresh Expenditure . . . 2.78(3) —_ —2.78
TOTAL—NON-PLAN EXPENDITURE ON REVENUE ACCOUNT . 140.96 131.45 —9.51
NoON-PLAN REVENUE GaP (A—B) . . . —134.35 —121.99 +12.36
C. Provision allowed for—
{/) Revision of pay and emoluments of State Government employees, teachers and
local body employees . . . . . . . . . 1.7 4.92 +3.22
(i) Upgradation of Standards of Administration
(@) General Administration . . — 0.75 +0.75
(6) Administration of Justice . — — .
(c) Jails — _ _
(d) Police — 0.35 +0.35
(¢) Primary Education . . -_— —
{f) Medical & Public Health . . . . . . . —_ — —
(g) Welfare of Scheduled Castes, Scheduled Tribes and other backward classes . —_ —
ToTAL - 1.10 +1.10
ToTAL—NON-PLAN REVENUE GaP . —1$36.05 —128.01 +8.04

the five years 1974-75 to 1978-79.

() Present level of receipts is only Rs. 11 lakhs a year. Consequently ona realistic basis only Rs. 75 lakhs have been assumszd for

(*) Provision for new buildings, modernisation of police etc., not allowed. Additional expenditure under ‘Education’ also dis-

allowed in view of the higher growth rate allowed under item B 2(i). Provision for the remaining items has been allowed under upgradation
of standards of Admibistration to the extent the Commission considered it necessary,
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Covernment of Meghalaya
(Rs. crores)
State Reassessed Variation
Forecast Estimate
A. Rerer;ue Receipts—‘ )
4.50 5.51 +1.01

1. Tax Revenues
2. Non Tax Revenues
(i) Interest Reoceipts
(a) State Electricity Board .

(h) Other Cornmerciat Dcpartme{nts —_
—0.15

{c) Loans to others {on existing loans o;.llstat{ding at the end of 19723-74). ' 0.29 0.14
(if) Interest on fresh loaas . . . . . . . . 0.02 — —0.02
(iif) Other Receipts . . . . 2.9 3.51 +0.60
3. Non-Plan Grants from Centre . 9.44 — —9.44
4. Transfer from Funds . — — —
ToraL—ReveENUE RECEFPTS (A) . . . . . . 17.16 9.16 —8.00
B. Non-Plan Expenditure on Revenue Account——
1. Non Developmental Expenditure . . . . . . . . 42.91 27.23 —15.68
(i) Interest payments on existing loans outstanding at the end of 1973-74
(@) Central Government . . . . . . . . . . 4,13 4.01 —0.12
() - Others (including intcrest on Provident Fund, other deposits etc.) . . 0.87 1.27 +0.40
(if) Interest payments on fresh loans . . . . . . . . . i.72 — —1.72
(iify Appropriation for reduction or avoidance of debt (including fresh borrowings) . 1.98 — —1.98
(i) Other Non-Developmental expenditure . . . . . . . . 3421 21.95(8) —12.26
2. Developmental Expenditure
(i) Education . . . . . . . . . . . . 11.67 11.30 —0.37
(/i) Medical & Public Healt . . . . . . . . . . 7.34 6.15 —1.19
(7if) Public Works (including maintenance of roads and buildings)
(a) Provision for maiatenance of buildings . . . . . . . 0.63 0.95)
{(b) Provision for maintenance of roads . . . . . .oy 9.00} —1.37
(c) Other Expenditure . . . . . . . . . d 16.22 5.53
ToraL . . . . . . . . . . 16.85 15.48 —1.37
(iv) Other Developmental Expenditure . . . . . . . . 8.35 8.09 —0.26
TOTAL—DEVELOPMENTAL . . . . . . . 44.2] 41.02 —3.19
3. Committed Expenditure on Fourth Plan Schemes . . . . . .37 24 .30 —7.07
4. Transfer to Funds . . . . . . . . . . . — — —
5. Fresh Expenditure . . . . . . . . . . . — — _—
ToTAL—NON-PLAN EXPENDITURE ON REVENUE ACCOUNT (B) . 118.49 92,55 —25.94
Non-PLaN REvENUE GaP (A—B) . . . . ~—101.33 —83.39 +17.94
C. Provision allowed for—
(i} Revision of pay and emoluments of State Government employees, teachers and
local body employees . . . . . . . . . . — 2.63(2) +2.63

(i) Upgradation of standards of Administration

(@) General Administration 2.70 1.30 —1.40
(b} Administration of Justice 0.50 0.20 —0.30
{c) Jails . . . 0.10 — —0.10
(d) Police . . — —_— —
(¢) Primary Education . . . . . . . — —_— _
¢f) Medical & Public Health ; . . . . . . . ; — — -_
(g) Welfare of Scheduled Castes, Scheduled Tribes and other backward classes _ — —

ToTAL . . . . . . . . . . 330 1.50(3) —1.80

ToTAL—NON-PLAN REVENUE GAP . ; . . . —104.63 —-87.52 +17.11

(1) Food subsidy and specific additional provision for grant-in-aid to district councils have heen disallowed.

(¥) The State Government have not effected any increase in the pay and dearness allowance after 1-1-1972 and have not included in
their forecast any provision for further revision of pay and dearness allowance. Rs. 2.63 crores have been provided by the Commission
on the basis of the norms iaid down by it.

(3) Provision for new buildings has been disallowed. Such expenditure should be accommodated in the Plan,
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‘Government of Mysore
(Rs. crores)

State Reassessed  Variation
Forecast Estimate

A. Revenue Receipts— .
1. Tax Revenues . . . . . . . . . . . . 775.39 862.94 +87.55
2, Non-Tax Revenues

{(f) Interest Receipts

(a) State Elcctricity Board . . . . . . . . B =— 9.41 +9.41

{b) Other Commercial Departments | . ' ‘ ‘ . 125.71 125.71 —_

(c) Loans to others (on existing loans outstandmg at the end of 1973 74) . 32.70 66.11 +33.41

(i) Interest on fresh lendings - . . . . . . . . . . 4.57 —_ (—)4.57
(i) Other Receipts . . . . . . . . . . . 113.01 181.14 +68.13

3. Non-Plan Grants from Centre . . . . . . . . . 2.50 - (—2.50
4. TFransfer from Funds . . . . . . . . . . . - — —
ToraL—Revenve Receers . . . . - 705368 124531 +191.43

B. Non-Plan Expenditure on Revenue Account
1. Non-Developmental Expenditure
(f) Interest payments on existing loans outstanding at the end of 1973-74

(@) Central Government . .. 85.92 96.02 +10.10
{b) Others (including interest on Prov:dent Fund other dcposns etc) . . 51.60 51.60 —
() Interest payments on fresh borrowings . . , 60.93 — (—)60.93
@ii) Appropriation for reduction or avoidance of Debt (1nc]ud1ng frcsh borrowmgs) 106,69 ' — (—)106.69
(iv) Other Non-Developmental expenditure . . . . . . . . 52904 _\/_I 308.53()(2) (—)220.51
TOTAL—NON-DEVELOFPMENTAL . . . . 834.18 456.15 . (—)378.03
2. Developmental Expenditure

(i) Education . . . . . . . : . . 416.84 34424  (—972.60
(i) Medical & Public Health . . . . .- $112.36 95.60 (—)16.76

(i) Public Works (including maintenance of roads and bul]dmgs)
(@) Provisicn for- maintenance of buildings . . . . . . . 15.35 10.85 —4.50
() Provision for maintenance of roads . . . . . . . 35.85 64.43 +28.58
(c) Other Expenditure . . . . . . . . . . 47.36 35.50 -—11.86
TOTAL . . ) . . . . . . . 9836 T 1i0.78 T ¥i323
(iv) Other Developmental Expénditure . . . . . . . . 287.61 201.52 T (86.09
ToOTAL—DEVELOPMENTAL . . ) ) . . . 915.37 752.14 /—(mzs
3. Committed Expenditure on Fourth Plan Schemes . . . . . . . ) 80.29 8304  F175
4. Transfer to Funds . . . . . . . . . . . . — — -_
5. Fresh Expenditure . . . - . . e s - 50.00 . -— (—)50.00
- ToTAL—NON-PLAN EXPENDITURE ON REVENUE Account . . 1879.84 1290.33 (558951
Non-PLAN REVENUE GaP (A—B). . . . . . (—)825.96 (—M5.02 " (+3780.94

C. Provision allowed for:—
(i) Revision of pay and emoluments of State government empIOyecs, teachers and

Tocal body employees. . . . . . . . o .. 79.43 +79.43
(i) Upgradation of standards of Admmlstrat:on : Y—

(@) General Administration . . . . . . . . . . e 7.02 +7.02

() Police . . . . . . . . . . . . . .- 16.53 +16.53

(o) Jails . . . . . . . . . . . . 1.76 C41.76

{d) Primary Educatlon . - . . . C e P .. .

{e) Medical & Public Health . ' . 1.14 +1.14

{f) Welfare of Scheduled Castes, Schedu]ed Trlbes and othcr backward cIasscs . . . B
Tomaw = Co T T T s/ 1aeas

TOTAL—NonN-PLAN REVENUR GAP . . LT . —825.96 —150 90 +675 06

(1) Provision proposed by the State Government for compensation to local bodies on abolitiom of octrm duty equahsatlon and in-
centive grants to local bodies have been disallowed, as these proposals do not appear to have been nnplemmtc -

(?) Provision of Rs. 5 crores for food subsidy disaliowed.
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Govermment of Nagaland

A. Revenue Receipts

1. Tax Revenues
2. Non Tax Revenues
(i} Interest Receipts
(a) State Electricity Board
{b) Other Commercial Departments . . .
(c) Loans to others {on existing loans outstanding at the end of 1973-74)
(ii) Interest on fresh loans
(iii) Other Receipts

3. Non-Plan Grants from Centre
4. Transfer from Funds

Total. REVENUE RECEIPTS -

B. Non Plan-Expenditure on Revenue Account
1. Non-Developmental Expenditure

(i) Interest payments on existing loans outstanding at the end of 1973-74

(a) Central Government. .
(b) Others (including interest on Prov:dcnt Fund other deposnts ctc)

(ii) Interest payments on fresh loans

(iiiy Appropriation for reduction or avoidance of Debt (including fresh borrowings)

(iv) Other Non-Developmental expenditure

2. Developmental Expenditure

() Education .
(i) Medical & Public Hcalth
{iil) Public Works (including maintenance of roads and bmldmgs)

{a) Provision for maintenance of buildings
(b} Provision for maintenance of roads .
(cy Other Expenditure . .

ToTaAL

(iv) Other Developmental Expenditure

ToTAL—DEVELOPMENTAL

3. Committed Expenditure on Fourth Plan Schemes
4. Transfet to Funds .

5. Fresh Expenditure

ToralL NoN-PLAN EXPENDITURE ON REVENUB ACCQUNT

Non-PLAN REVENUE GAP (A—B)

{Rs. crores)

State Fore-  Reassessed Variation
cast Estimate
7.34 8.20 +1.86
1.60 1.60
4.73 5.79 +1.06
13.67 15.59 +1.92
5.74 5.51 —0.23
1.06 1.02 ~0.04
0.98 —0.98
63 .61 61.71 —1.90
19.33 18.76 —0 .57
9.86 11.15 +1.29
5.31 7 3.35] —1.96
L 9.72
9,99 i 878 ) +8.51
15.30 21.85 +6.55
11.49 10. (5 —1.34
55.98 61.91 +5.93
13.80 13.31 —40.49
18.26 0.50(1) —17.76
159.43 143 .96 —15.47
—145.76 —128.37 +17.39
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Government of Nagaland
(Rs, crores)

State Fore- Reassessed Variation
cast Estimate
C. Provision allowed for—
(i) Revision of pay and emoluments of State Government employees teachers and
. . . . 5.00 6.64 +1.64

local body employees.
(ii) Upgradation of standards of Admlmstratlon

{a) General Administration . 0.46(%) +0.46

(b) Administration of Justice . . . 0.05 4+0.05

© Jails . . . . . . . . . . . . .. ..

(d) Police . . . . . - . . . . . . 0.15 +0.15

(e) Primary Education . . . . . . . . . .

(f) Medical & Public Health . . .

(g) Welfara of Scheduled Castes, Scheduled Ttlbes and other backward classes . . . .
ToTAL 0.66 +0.66

TOTAL NoN-PLAN REVENUE GAP . . . . . . . . . —150.76 —135.61 - +15.09

(1) Provision for raising of two additional battalions of armed police and upgradation of police Training School not allowed. Provision
for improvement of air-ports, development subsidy to village councils and new buildings have also not been allowed; they should
be included in the Plan. Provision allowed for Rs. 50 lakhs on account of expenditure on rehabilitation of surrendered hostiles.

L@ I()lliOVIgl(l’nkha)s bzen allowed for Fire Services (Rs. 30 lakhs), Land Records (Rs. 10 lakhs) and Board of Sccondary Education

s. 6 lakhs

Upgradation of standards of administration : The Following provisions have been allowed

(Rs. crores)

Fire Services 0.30
Police . . . 0.15
Land records . 0.10
Board of Secondary Educatlon 0.06
Separation of Executive and Judiciary . . . . . . . . . . 0.05
TotaL o E &6
Government of Orlssa
(Rs. crores)
State Fore- Reassessed  Variation
‘cast Estimate
A. Revenue Receipts
1. Tax Revenues . . . . . . . . . . 223.71 243 .48 +19.77
2. Non Tax Revenues
(D) Interest Receipts . . . . . . . 68.01 54.19 —13.82
(a) State Electricity Board . . . . . . . 20,55 12,39 -—8.16
(b) Other Commercial Dcpartmems . . . . . . . 37.19 37.19. .
(c) Loans to others {on existing loans outstanding at the end of 1973-74) . 10,27 4.61 —35.66
(ii) Interest on fresh loans . . . . . : 14.59 . —14.59
(iii) Other Receipts . . . 45.73 74.55 +28.82
3. Non-Plan Grants from Centre. . . . 3.2 .. —3.24
4, Transfer from Funds . .- e .
355.28 nz +16.94

TotaL REVENUE RECEIPTS . . . . . . . . . .
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Government of Orissa

B. Non-Plan Expenditure on Revenue Account

1. Non-Developmental Expenditure
(i) Tnterest payments on existing loans outstanding at the end of 1973-74
(a) Central Government . . . . . . .
(b} Others (including interest on Provident Fund, other deposils ctc.}
(i) Intcrest payments on fresh leans . . . . . . .

(i) Appropriation for reduction or avoidance of Debt (mcludmg fresh borrow-
ings) . . . . . . . . .

(iv) Other Non-Developmental expenditure

TOTAL-—NON-DEVELOPMENTAL

2. Developmental Fxpenditure
(i) Education . . . . . . . .
(iiy Medical & Public Hcalth . . . . . .
(iiiy Public Works (including maintenance of roads and buuldmgs)
{a) Provision for maintenance of buildings
(b) Provision for maintenance of roads
(¢) Other Expenditure . . . . . . .

ToraL

(iv) Other Developmental Expenditure . . . . . . . .

ToTAL—IEVELOPMENTAL

3. Commitled Expenditure on Fourth Plan Schemnes
4. Transfer to Funds . . . . . . . . . . . .

5. Fresh Expenditure

TorAL NoN-PLaN EXPENDITURE ON REVENUE ACCOUNT

Non-PLax Revenue Gap {A—B)

C. Provision allowed for—

(i) Revision of pay and emoluments of State Government employecs teachers and
Joca! body employees . . . . .
(iiy Upgradation of Standards of Admmlstranon

(2) General Administration,

(b) Administration of Justice . . . . . . . . .
{c) Jails . . . . . . . . . . .
(d) Police . . . . . . . . . . . .
(¢) Primary Education . . . . . . . . .

(f) Medical & Public Health

(g) Welfare of 'Schedu]ed Castes, Scheduled Tribes and  other backward

classes

TotaL

T()TAL NON-PLAN RFVENUE GAP

(Rs. crores)

Variation

Statiéﬁ Fé_ré: Reassessed

cast Estimate
100.64 113.34 +12.70
32.05 34.03 +1.98
69,85 ——69,85
39.08 —39 .08
226.33 201 .65 -—24 68
467.95 349.02 —118.93
150,09 161.05 +10.94
54,96 57.24 4-2.28
12.34 10,50 —1.84
28.95 24.20 —4.75
20.37 20.00 —0.37
61.66 54.70 —6.96
125.57 114,44 —11.13
392 .28 387.43 —4 .85
82.04 82.37 +0.33
125.72 —125.72
1067.99 818.82 —249. 17
—712.71 —446 .60 +266,11
38.25 73.66 35.41
2.04 +2.04
0.79 +0.7%
11.88 +11.88
27.60 +27.60
7.35 +7.35
7.40 +7.40
57.06 +57.06
—750.96 +173.64

S/19 M of Fm /73——26
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Government of Punjab
(Rs. crorcs)

State Reassessed Varlatlon
Forecast Estimate

A. Revenue Receipts
1. Tax Revenues . . . . . . . . . . . . 672,37 752.07 +79.70

2. Non Tax Revenues
(i) Interest Receipts

(a) State Electricity Board . . . . . . . . . . — 73.00 +73.00
{b)} Other Commercial Departments . ) 43.41 43 .41 —
(¢) Loans to others (on existing loans outstandmg at thc ‘end of 1973 74) . 19.33 19.35 —
(ii) Interest on fresh lendings . . . . . . . . . 10.27 — —10.27
(iii) Other Receipts . . . . . . . . . . . 39.43 60.84 +21.41
3. Non-Plan Grants from Centre . . . . . . . . . 26.25 e —26.25
Transfer from Funds . . . . . . . . . . . — — -
ToTAL REVENUE RECEIPTS . . . . . . . . . 811.08 948 .67 +137.59

B. Non-Plan Exenditure on Revenue Account
1. Non-Developmental Expenditure ) ‘ _
(i) Interest payments on existing loans outstanding at the end of 1973-74

(a) Central Government . . 52.01 48.72 —3.29
(b) Others (including interest on Prowdent Fund other deposns etc. ) . 25.86 25,42 —0.44
(ii) Interest payments on fresh borrowings . . . 41.43 — —41.43
(iii) Appropriation for reduction or avoidance of Debt (mciudmg frcsh borrow- :
ings) . . . . . . . . . . 24.31 — —24.31
(iv) Other Non-Developmental expendlture . . . . . . . 185.01 188.02 + 3.01
TOTAL—NON-DEVELOPMENTAL . . . . . . . . 31862  362.16 _--66.46
2. Developmental Expenditure . . . . . .
(i) Education . . . . . . . . . . . 184 .64 193.84 +9.20
(ii) Medical & Public Heallh . . . . . . 48.98 51,78 +2.80
(iii) Public Works (including maintenance of roads and bmldmgs)
(a) Provision for maintenance of buildings . . . . . . 7.05 8.30 +1.25
(b) Provision for maintenance of roads . ) . . . . . 25.70 14.31 —11.39
(c) Other Expenditure . . . . . N . N . . 5.01 24 .54 +19.53
Toraw . . . . ... ... TUmae T UWisT e
{iv) Other Developmental Bxpenditure . . . . . . . . TTTRg 22T T AA05 T 3T
TOTAL—DEVELOPMENTAL . . . . . . ... T T 367.60 366.82 _ —0.78
3. Committed Expenditure on Fourth Plan Schemes . . . . . . 117.74 98.23 —19.51
4. ‘Transfer to Funds . . . . . . . . . . . — — -—
5. Fresh Expenditure . . . . . . . . . . . 55.32 3.46(1) ~51.86
TotaL Non-PLAN EXPENDITURE ON REVENUE Account ., . . . 269 28 73067  —138.61
Non-PLAN REvENUE GAP (A—B) . . . . . . . . J—T T} +-218.00 +276.20

C. Provision allowed Sor—

(i)} Revision of pay and emoluments of State Governments cmployees, teachers

and local body employeces . . — 31.55 +31.55
(ii) Upgradation of standards of Admlmstrat]on ’ - ) ) ! ) !

(a) General Administration . . . oo . S0 = C— —

(b) Police . . . . . . o . o - — —

(c) Primary Education . . . . . . . . . —_ 7.02 +7.02

(d) Medical & Public Health R — — —_
(e) Welfare of Scheduled Castes, Schedu]ed Tnbes and oiher backward

classes . . . — 6.92 +6.92
ToTAL . . . . . . . . . . . . — 13.94 +13.94
ToTAL NoN-PLAN REVENUE GaAP | . . . . . . . —58.20 +172.51 +230,71

(DFresh expenditure has been omitted except for Rs. 3.36 crores for expenditure on a new dlsmct already created by the State Govern-
ment and Rs. 10 lakhs for House Rent Allowance sanctioned for staff at Ropar,

°
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Government of Rajasthan

State

(Rs. crores)

Recassessed  Variation

Forccast Estimate
A. Revemue Receipts -
1. Tax Revenues 503.58 498 .58 —5.00
2 NonTaxRevenues . . . . . . . . . . . 129.77 23168 +101.91
(i} Intcrest Receipts 85.01 132.81 +47.80
(a) State Electricily Board 7.32 49.79 +42.47
(b) Other Commercial Depariments . . . . . . 68.39 68.39 —
(¢} Loans to others (on existing loans outstanding at the end of 1973-74) 9.30 14.63 +5.33
(ti) Interest on fresh Loans . - - —
(iiiy Other Receipts 44.76 98.87(1),/(2) +34.11
3. Non-Plan Grants from Centre 1.45 — —1.45
4. Transfer from Funds 27.55 — —27.55
ToraL REVENUE RECEIPTS 662 35 730.26 +67.91
B, Non-Plan Expenditure on Revenue Account
1. Non-Developmental Expenditure
(i) Interest payments on cxisting loans outstanding at the end of 1973-74 . 199.20 213.29 +14.09
(a) Central Government . . . . . . . . . 144.72 161.26 +16.54
(b} Others (including interest on Provident Fund, other deposits etc). . 54,48 52.03 —2.45
(1) Interest payments on fresh loans 45.00 —45.00
(iii) Appropriation for reduction or avoidance of Debt (including fresh borrow-
ings) . . . . . . R . . . 57.80 — —37.80
{iv) Other Non-Developmental expenditure 268.98 292,00 +23.02
ToraL NoN-DEVELOPMENTAL 570.98 505.29 ~—65,69
2. Developmen al Expeaditure
(1) Education . . . . . . . . . . 258.98 267,56 +8.58
(i) Medical & Public Health . . . . . . . . . 70.37 8065 +10.28
(1ii) Public Works (including maintenance of roads and buildings)
(a) Provision for maintenance of buildings . . P . . . 14.03 11.20 —2.83
(b) Provision for maintenance of roads . . . . . . . 67.60 52.20 —15.40
(¢) Other Expenditure | . . . . . . . . . —2.78 12.42 +15.20
Toran . . . . . . . . . . . . 78.85 75.82 —3.03
(iv) Other Developmental Expenditure . . . . . . . . 17515 166.93 -8.22
ToTAL—DEVELOPMENTAL . . . . . . . . . 583.35 590.96 + 7.61
3. Committed Expenditure on Fourth Plan Schemes . . , . . 123.28 117.89 —5.39
4. Transter to Funds 27.55 —_ —27.55
5.  Fresh Expenditure . . . . . . . . 4.56 - —4.56
ToraL  Non-PLAN EXPENDITURE ON REVENUE Accouny, . ., . 1309.72 1214.14 —95 58
—483 .88 +163.49

NoN Puan ReveNug Gar (A—B) . . . . . . —647 .37
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Government of Rajasthan
(Rs, crores)

State Reassessed Variation
Forecast Estimate

C.  Provision allowed for—

{i) Revision of pay and emeluments of State Government employces, teachers
and local body employees . . . . . . . 0.25 52.61 +52.36

(i) Upgradation of standards of Administration
{a} General Administration .

(b) Administration of Justice

— 1.77 + 1.77
{c) Police . . . . . . . . . . — — —
(d) Jails . . . . . . . . . . . — 1.31 +1.31
(e) Primary Education . . . . — 1.3 +11.31
(f} Medical & Public Health . . . . . . . . — - —
(g) Welfare of Scheduled Castcs, Scheduled Tribes and other backward
classes, . . . . . . . . . — 13.04 +13.04
ToraL . . . . . . . . . . . . — 27.43 +27.43
TOTAL Non-Pran ReveNUE Gap (A—B—C} . . . . . —o647.62 —563.92 +83.70

(1) Profit on Rock Phosphate Project (Rs, 28. 88 crores) treated as non-lax revenue,
(8) Receipts from sale of land of Rs. 12.30 crores also treated as non-tax revenue receipi.

Government Of Tamilnado

(Rs. crores)

State Reasscssed  Variation
Forecast Estimate

A. Revenue Receipts
1. Tax Revenues . . . e e . . . . . . 1306.74 1397.68 +90.94
2. Non Tax Revenues

() Interest Receipts

(a) State Electricity Board . . 79.25 62.61 —16.64

() Other Commercial Departments . .l . . . . _— . 54.81 54.81 —_

{¢) Loans to others (on existing loans outstandmg at the end of 1973-74) . . . 41.29 39.55 —1.74

(i) Interest on fresh loans . . . . . . . . . . . 19.45 — —19.45
(iii) Other Receipts . . . . . 90.98 125.67(1) +34.69
3, Non-Plan Grants from Centre . . 3 . .o . . . . . 11.96 — —11.96
4. Transfer from Funds . . . . . . . . . . . 22.26 18.51 —3.75

TotaL REVENUE RECEIPTS . . . . . . . . . . . . 1626.74 1698 .83 +72.09
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Government of Tamilnadu

{Rs. crores)

State Reassessed Variation
Forecast Lstimale
B. Nou-Plan Expenditure on Revenwe Account
1. Non=Developmental Expenditure
(i} Interest payments on exisling loans oulstanding at the end of 1973-74
(e} Central Government 79.80 82,22 +2.42
(h} Others (including interest on Provident Fund, other deposits cic.)
84 .51 84 .51 —
(ii} Interest payments on fresh loans 77.75 — —77.75
(iif) Appropriation for red uction or avoidance of Debt (including fresh borrowings) . 81.86 — —45.86
{iv) Other Non-Duovalopmental Lxpenditure 630.15 572.08 —57.47
TotaL —I 954.07 739.41 —214.66
2. Developmenta! Expenditure
{{) Lducation ) . . 633.37 360.25 —73.12
{ify Medical & Public Health . . . . . . . . . . . 177.96 177.69 —0.27
(/i) Public Works (including maintenance of roads and buildings)
(a) Provision for maintenance of buildings 13.72 9.80 —3.92
{hy Provision for maintenance of roads 124.00 66.77 —-57.23
(¢) Other expenditure 66.36 6.31 —60.05
ToTtaL : “—.EU?IiES #——;%;.‘%% 'il_zi' 20
(ivy Other Davelopmental Expenditure, 27101 247,57 —23.44
Total~Developmental T ls6.47 106839 —218.03
1. Commilicd Expenditure on Fourth Plan Schenwes . 187.22 150.02 —37.20
4. Transfer to Funds . Lo 26.41 15.91 —10.50
5. Fresh Expenditure 62.53 — —62.53
NoN-PLAN EXPENDITURE 0N REVENUE ACCOUNT 2516.05 1973.73 —342.92
Now-Pray Revivus Gap (A-—=B) —889.91 —274.90 +615.01
C. Provision atlowed for—
(i) Revision of pay and emoluments of Slaic Governmenl cinployees, teachers and local body
emnloyecs. — 79.14 —79.14
(i) Upgradation of standards of Administraiion.
{a) General Administration . . . . . . . . . . 2
(M) Pollrice' . . . . . . . . . . . . . L )
{¢) Primary Education . . . . . . ; . . . . Nil
(f) Medical & Public Healtiy . . . . . . . . . . .
(2) Waltare of Scheduled Castes, Soheduled Tribas agd other backward classes . . J —_ — —
ToTAaL —_ — —
—889 .91 —354.04 +535.87

ToraL NoN-PLAN REVENUE GAP

(1) Against the receipt of only Rs. 1.15 crores from investments amounting Lo Rs. 70 crores estimated at |

he end of 1973-74 in com-

morcial and industrial undertakings the Comumission has assumed nel receipts of Rs. 7 crores on the basis of a minimum return

of 2 per cent as in the case of other Stales.
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Government of Tripura

A Revefme Receiptys
1. Tax Revenucs

2. Non Tax Revenues

(/) Interest Receipts
() State Electricity Board
(h) Oiher Commercial Departments
{c} Loaas to others (on existing loans uutstandmg at the cnd of 1973 74)

(i) Interest on fresh lendings
(iif) Other Receipts
3. Non-Plan Grants from Centre
4, TFransfer from Funds .

Total Revenuc Receipts

B. Non-Plan Expenditure on Revenue Account
1. Non-Developmental Expenditure
(#) Interest payments on existing loans oulstanding at the end of 1973-74
{a) Central Government
(b) Others (including interest on Prov:denl l-und olhel deposlts crc,)
(éi) Interest paymenis on fresh borrowings
(iif) Appropriation for reduction or avoidance of Dnbt (mcludmg fresh bonowmgs)
(iv) Other Non-Developmental expenditure

ToTAL—NON-DEVELOPMFNTAL

2. Developmental Expendiiure
{{) Education
(i) Medical & Public Health .
(iif) Public Works (including maintenance of roads and bulldmns)
(a) Provision for maintenance of buildings

(b) Provision for maintenance of roads
(¢) Other Expenditure . .
ToraL
(iv) Other Developmental Expenditure
TortaL—Developmental

3. Committed Expenditure on Fourth Plan Schemes .
4. Transfer to Funds
5. Fresh Expenditure

TotAL Non-PLAN EXPENDITURE ON RIVENUE ACCOUNT

Non-PLAN REVENUE GAP (A—B).

C. Provision allowed for—

(/) Revision of pay and emeluments of State Government employees, teachers and local

body employees
(fi} Upgradation of standards of Administration
{a) General Administration
(b) Police .
{¢) Primary Education .
{) Medical & Public Health
(e} Welfare of Scheduled Castes, Scheduled Trlbes and uthcr backw‘lrd c]assas

ToraL

ToTaAL—NON-PLAN REVENUE GAP

(Rs. crores)
" Stake  Reassessed Variation
Forecast Estimaie
3.75 4.11 -+0.36
3.37 —_ —3.37
0.18 1.72 +1.54
0.80 — —0.80
—2.13 5.38 +7.51
5.97 11.21 +5.24
6.98 10.43 +3.45
0.99 G.99 —_—
9.91 — ~—9.9]
0.65 — —0.65
40.88 352 —5.67
59.41 46.63 —I12.78
37.38 35,77 =161
§.09 7.93 -—0.16
2.25 2.25 —
4,327
23.56 739, —11.83
25 .81 13.96 —11.85
18.93 16.07 —2.86
90.2t1 73.73 —16.48
17.19 15.78 -—1.4]
0.02 — —0.02
30.72 — —30.72
197.55 136.14 —61.41
—191.58 —~-124.93 +66.65
— 5.26 +5.26
— 1.00 +1. (0
— 1.00 +1.00
— 2.00 +2.00

—132.19

+59.39




203

Government of Uttar Pradesh

A Ruuwe Rc’wrﬁf\
1. Tax Revenues . . . . . f . . .
2 Non-Tax Revenues
(1) Interest Receipis
() State Plectricits Board
th}y Other Commercial Departments
{cy Loans to others (on existing loans outsl 1n(€m= at the end of 197394

(i) Interest on iresh losins
(iify Onher Receints
3. Non-Plan Granis from Cc=\(|
4, Transter from Funds

Toral REVENUE RECFIPTS

R. Now-Plan Expenditnre on Revenne Acconnt
1. Non-Developmental Expenditure
() Interest pavments on existing Toans outstanding at the end of 1972274
fory Central Government
{HY Others (including interesi on !rowduﬁ Fund other LLDﬂ\ll\ el
(i7 Interest payments on fresh loans ,
(iif} Appropriation for rzduction or avoidance of D hl (1 Imhnn trc~n borrowings)
(i) Other Non-Developmental expeniditure
2. DFEVELOPMENTAL EXPENDITURE
(f) Education
(i} Medical & Public Health
(iif) Public Works (including maintenance ormms nml hmldm -q)
ta) Provision for maintenance of Buildings
¢hy Provision for maintenance of roads
() Other Expenditure
ToTaL
tivy Other Developmental Expenditure
ToraL - -DievELOPMENTAL.
3. Committed Expenditure on Fourth Plan Schems
4. Transfer to Funds
3. Fresh Expenditure

ToraL NoN-PLAN ExpenDITURE ON REVENUL ACCOUNT

Non-PLan Revenue Gar (A--B)

C. Provision alfowed for—

State

Torecast

{Rs, crores)

Rumuw.d \/arieation
Fatimate

1021.14

147721 +120.58

(/) Revision of pay and emoluments of State Government employees, teachers and local body

cmployees
¢iiy Upgradation of alandards of Admmlsl ration
fqy General Administration
(/1 Administration of Justice .
() Jails
(/) Police
(ey Primary idmdtmn

{7 Medical & Public Health . . .
(y Wellare of Scheduled Castes, Schcdu.ud T.lbe‘; 'nd othw ldcl\wm'd classes

ToraL

ToraL Nox-PLan ReveNue Gap

{06 23 (579 +75.56
119,00 119 00 _
5332 4071 2.8y
452 N
162,73 20000 446,47
5.47 — 547
31,00 — 30
1544 13 169845 +154.32
157.99 176.87 115,88
94 76 93 35 —1 41
i28.42 —_ —128 .42
4176 — 4i7.26
632,45 S6d 672 —77.78
63070 85835 7235
134,40 18,47 41107
3.35 17.50 + 1415
60,93 99 . +38.15
041 65.90  435.49

L %69 IB2A8 T ERTTS
307.22 300, 78¢3) —6.44
1157.01 119008 +2307
410.84 TR ST I 3
67.25 — 7.7
173265 59 88(h —1672.77
4818.63 246795 2350 .68
~3274.50 - T69.50 250500
817 90,39 29> 13
- 16.03 +36.03

- 5.04 +5.04

-— 2.63 4263

—- 54,30 +34.30

. 123,72 +123.72

. 5562 435.62

— 12,80 w1280
290.16  +290.16
| -3856.21 1349 05 42507 16
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Government of Uttar Prodesh

(1) The Commission has not accepted the plea of the State
Government about gradual diminution of land revenue by 10
per cent per anaum.

(2) Additional provisions for Provincial Armed Constabl_llary
have been allowed under item B(5). Provision for pay revis:on
of police personnelisincluded underitem C(i) while an additional
provision of Rs. 534.3 crores has been made under item C(ii}
relating to upgradazion of administrative standards.

(3) No provision has been allowed for cepital outlay on public
works, This should be accommodated in the Plan.

(4) Provisions for the following items in respect of which
orders have been issued have been allowed.

(Rs. crores)

1. Staff for rationing 29.00
2. Reorganisation of Provincial Armed Cons-

tabulary . . . . . 10.82
3. Excise Department 0.85
4. Justice & Jails 2.10
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(Rs. crores)

5. Police . . . . . . 6.14
6. Fire Services 0.62
7. Liberalisation of family pension . 0.65
&. Directorate of Local Bodies. 0.40
9. Won-practising pay to doctors . . . 4.84
10. Reorganisation of Medical Department 1.05
11. Seocial Welfare Department .4
ToTtalL . 59.88

Provisions for Minimum Needs Programme (Rs. 892,17 crores);
additional grants 1o Local Bodies (Rs. 232.99 crores): subsidy
to Electricity Board (Rs. 74.81 crores); Provincialisation of
Secondary Education (Rs. 45 crores); transfer of Land Develop-
ment Tax to Local Bodies (Rs. 28.64 crores); and creation of
new posts of Lekhpals and Supervitor Kanungos (Rs. 20.52
crores); d'sallowed as these are inadmissible in terms of the gene-
ral approach followed by the Commission in adjudging simifar
claims or have to be fitted into the Plan. Some of these needs
should also be met out of the administrative upgradation grants.
Cost of provincialisation of Secondary Education would be
coverwd to the extent that we have taken inio account allthe
teachers in computing the provision to be made for revision of
scales of pay.

Government of West Bengal

(Rs. crores)

State Fore-  Reassessed Variation
cast Estimate
A. Revenue Receipts
1. Tax Revenues 1029 .42 1129.65(7)  +100.23
2. Non-Tax Revenues
(i) Interest Receipts
(a) State Electricity Board . . . . . — - —
(b) Other Commercial Departments 23.90 23.90 —
(¢} Loans to others (on existing loans outstanding at the end of 1973-74) . . 27.68 42.38 +14.70
(ii} Tnterest on fresh loans 9.10 _ —9 10
(iif) Other Receipts . 74.95 116.52(%) +41.57
3. Non-Plan Grants from Centre 13,74 — —13.74
4 Transfer from Funds . — — —
TotAL REVENUE RECEIPTS 1178.79 1312 .45 +133.66




Government of West Bengal

( Rs crores)

Sralc Fore- Reassessed Vnr:anon

cast Fstimate
B Non- P!fm L\pendr.fme on Rm anue Acroum B T - T
. Non Developmental Expenditure
(i) Interest payments on existing loans outstanding at the end of 1973-74 -
() Central Government . ) 5 . 145.70 158.00 +12.39
(5 Others (including interest on Provndent Fund other dcpmm etc) ) T . 56.82 48.77 ---8.05
(i} Interest paymenis on fresh loans 185.49 ' ‘ ' ~-185.49
(iii} Appropriation for reduction or avoidance of Debt 60.11 \‘—’ —60.11
{including fresh borrowings)
(iv) Other Non-Developmental expenditure 652.18 603 .36 —48 82
Total 1 . 1 modﬁ 81013 —290.17
2. Developmenial Expenditire it s e ——
(i} Education . 499 46 466.39 —33.07
(i) Medical & Public Health - 173.14 184.13 +10.99
{iii) Public Works (inctuding maintenance of roadq and bulldmus) {
(a} Provision for maintenance of buildings .-"\_7 25.39 15.75 —9.64
(b) Provision for maintenance of roads ) 45,63 52.51 +6.88
(c) Other Expenditure 25.07 12.04 —13.03
Total S o 96.09° 8030 —15.79
(iv) Other Developmental Expenditure . . 306.62 255.71 —350.91
Total-Developmental . . . - 1075. a1 986.53 —B88.78
3. Committed Expenditure on Fourth Plan Schemes 184, 55ﬁ 14:[“'.";; —39.77
4, Transfer to Funds . 4.55 0.55 —4.00
5. Fresh Expenditure r 10648 18.62(1) to ()—87.86
Total Nen-Pian expenditure on Revenue Account 247119 1960 61 —510.58
Non-Plan Revenue Gap (A—B) —1292.40* —648.16 +644.24
C. Provision allowed for—
(i) Revision of pay and emoluments of State Governments employees teachers and BJ
tocal body employees L _ ,4 y 102.54  +102.54
(ii) Upgradation of standards of Administration N r"
1.84 +3 .84

(a) General Adminisgtration g
(by Police i\J )7 ,r?
{c) Primary Education

(d) Medical and Public Health

(e) Welfare of Scheduled Castes, Schcduled Trlbes and othcr backward classr% .

Total
l"otal Non-Plan Revenue Gap

» 49.56 +49.56
.DQ* .. 18.83 +18.83
T B B

:1_2,52_56 —822.93  +469.47

(1) The State Government's cl.im for provision on employ-
ment of Class IIT and Class IV employees in the first phase
n1ambering 17000 has been allowed only to the extent of one half,
in the absence of definite information on the number of posts
actuilly filled up already. Shri Justice Masud, however, felt
tha! this should have been allowed in full and grant-in-aid for
West Bengal should have been enhanced to that extent.

(%) The provision sought by the State Government for the
employinent of 13,000 employees during the forecast period has
not been conceded as this represents a contingent liability.

(3) Provision for reorganisation of sccondary education dis-
allowed as it should appropriately form part of the Plan.

(%) Thesum of Rs.35.50 crores proposed by the State Gov-
ernment for payment of additional dearness allowance and in-
troduction of salary deficit scheme for non-Government high

5719 M of Fin./73—27.

*Includes provision of Rs, 0.80 crore on account of Commuted Yalue of pensions transferred from Capital Account.

and higher secondary schools disallowed, in view of inclusion of
the provision for emoluments of all teachers according to norms.

(5} Provision of Rs, 4.25 crores for introduction of additional
shifts for the fire services in the State allowed. Other proposrls
for fresh expenditure should be either fitted into the Plan or
accommodated within the increased provisions allowed by us
under the concerned heads, .

{¢) Rs. 10 crores representing arrears of DVC loss tor the
period upto 1973-74 disallowed. But provision of Rs. 30.85
crores allowed for payments arising in forecast period.

(7) Receipt at Rs. 4 crores per annum has been assumed from
1975-76 for additional taxation from land revenue measures
undertaken in 1972-73.



APPENDIX IX

TasLE No. 1(a)
Financial Results of State Electricity Boards for the year 1971-72%

(Rs. crores)

State Block Revenue Revenue Gross Transfer Operat- Operat- Receipts Operaling surplus
capital Receipts expend- operat-  to Rese- ing ing from elec. duty
at the iture ing rves surplus surplus  electricity ————————
beginn- surplus (5—6) as % of duty Total  as%of
ing of block block
the year capital «apital
1 2 3 4 5 6 7 8 9 10 11
1. Andhra Pradesh . 273.19 45.49 25,96  19.53 7.94 11.59 4.2 ‘e 11.59 4.2
2. Assam 80.43 5.71 3.29 2.42 2.09 0.33 0.4 0.20 0.53 0.7
3, Bihar . 204.03 30.75 21.69 9.06 5.93 3.13 1.5 1.43 4.56 2.2
4. Gujarat . 194.90 38.73 24.78 13.95 5.50 8.45 4.3 7.42 15.87 8.1
5, Haryana . 150.89 19.90 11.33 §.57 3.64 4.93 3.3 1,92 6.85 4.5
6. Himachal Pradesh 17.06 2.2 2.16 0.1 0.74 (—)0.63 (—)0.63
7, Jammu & Kashmir .. - .. o .. . .. .. .. .
8. Kerala . 179.99 19.30 9.92 9.38 3.57 5.81 3.2 1.90 7.71 4.3
9. Madhya Pradesh 213.40 35.25 15,91 19.34 6.02 13,32 6.2 2.07 15.39 7.2
10. Maharashtra 332.87 62.33 34.26 28.07 8.80 19.27 5.8 3.50 22.77 6.8
11. Mysore 159.84 35.52 21.60 13.92 5.97 7.95 5.0 5.21 13.16 8.2
12, Orissa 114.00 13.34 8.00 5.34 2.85 2.49 2.2 2,03 4.52 4.0
13. Punjab 224,16 20,85 10,59 9.86 4.17 5.69 2.5 3.11 8.80 3.9
14. Rajasthan . 184,66 23.82 13,31 10.51 4.43 6.08 3.3 1.09 7.17 3.9
15, Tamil Nadu 440.27 69.40 42,15 27.25 11.52 15.73 3.6 7.03 22.76 5.2
16. Uttar Pradesh 574.06 67.44 38.13 29.31 12.15 17.16 3.0 4.44 21.60 3.8
17. West Bengal 120,71 23.27 15.56 7.71 4.33 3.38 2.8 1.39 4.77 4.0
‘Source : State Governments,
*Actuals.
APPENDIX IX
TaeLe No. 1(b}
Financial Results of State Electricity Boards for the year 1972-73*
(Rs. crores)
State Block Revenue Revenue Gross Transfer Operat- Operat- Receipts Operating surplus+
capital Receipts  expendi- operat-  to Rese- ing ing from elec. duty.
at the ture ing rves surplus  surplus  electri-
beginn- surplus (5—6) as % of city Total as% of
ing of block duty oc
the year N capital capital
1 2 3 4 5 6 7 8 9 10 11
1. Andhra Pradesh . 308.96 47.40 26.34 21.06 9.06 12.00 3.9 . 12.00 3.9
2. Assam 87.75 6.31 3.40 2.9 2.44 0.47 0.5 ¢.22 0.69 0.8
3. Bihar. 230.74 34.67 22,58 12.09 7.40 4.69 2.0 2.20 6.89 3.0
4, Gujarat 230.22 44.12 28.84 15.28 6.22 9.06 3.9 8.16 17.22 7.5
5. Haryana . . 177.55 24.31 15.40 8.91 3.93 4.98 2.8 2.04 7.02 4.0
6. Himachal Pradesh 32.52 3.07 3.00 0.07 0.8 (—0.73 (-)0.73
7. Jammu & Kashmir . . . ‘e ‘. .- .. . .. ‘e
8. Kerala . 203.72 21.71 12.10 9.61 3.80 5.81 2.9 2.17 7.98 3.9
9, Madhya Pradesh 242.40 39.70 18,04 21.66 6.74 14.92 6.2 2.83 17.75 7.3
10. Maharashtra 385.95 70.84 42.68 28.16 9.06 19.10 4.9 4,30 23.40 6.1
11. Mysore 177.50 31.50 20.53 10.97 4.10 6.87 3.9 5.21 12.08 6.8
12, Orissa 129.00 16.75 8.93 7.82 3.34 4.48 3.5 2.65 7.13 5.5
13. Punjab 262.96 21.21 12.52 8.69 4.54 4.15 1.6 3.23 7.38 2.8
14. Rajasthan 222.77 26.08 14.15 11.93 5.42 6.51 2.9 1.14 7.65 3.4
15, Tamil Nadu 481.31 65.10 45.25 19.85 12.59 1.26 1.5 2.31 G.57 2.0
16, Uttar Pradesh 648.59 81.45 43.01 38.44 13.58 24.86 3.8 4.25 29.11 4.5
17. West Bengal 137.86 24.72 17.85 6.87 3.00 3.87 2.8 i.25 5.12 37
Source : State Governments.

*L atest Estimates.
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APPENDIX 1X

TasLe No. 1(a)

Financial Results of State Electricity Boards for the year 1971-72%
{Rs. crotes)

State Block Revenue Revcnue Gross Transfcr Cperat- Operat- Recupls Operatmg surplus +
capital Receipts  expend-  operat- to Rese- ing ing from elec. duty
at the iture ing =~ rves surplus surplus  electricity ———————r=
beginn- surplus (5—6) as ;of duty Total a‘;,.,of
ing of block O?k
the year capital capital
1 2 3 4 5 6 7 8 9 10 i1
t. Andhra Pradesh . 273.19 45,49 25.9¢6 19.53 7.94 11.59 4.2 . 1].5) 4.2
2. Assam . ) 80.43 5.71 3.29 2.42 2.09 0.33 0.4 0.20 0.53 o7
3. Bihar . . . 204.03 30.75 21.69 9.06 5.93 3.13 1.5 1.43 4.56 2.2
4, Gujarat . . 194.%0 38.73 24,78 13.95 5.50 8.45 4.3 7.42 15.87 8.1
5. Haryana . 150.89 19.90 11.33 8.57 3.64 4.93 3.3 1.92 6.83 4.5
6. Himachal Pradesh 17.06 2.27 2.16 0.11 0.74 (—)0.63 {(—}0.63
7. Jammu & Kashmir . .. .. .. .. .. .. .. .. .-
R. Kerala . . 179.99 19.30 .92 9.38 3.57 5.81 3.2 1.90 7.71 4.3
9. Madhya Pradesh 213.40 35.25 15.91 19.34 6.02 13,32 6.2 2.07 15,39 7.2
10. Maharashtra . 332.87 62.33 34.26 28.07 §.80 19.27 5.8 3.50 22.77 6.4
11, Mysore . ; 159,84 5.52 21.60 13.92 5.97 7.95 5.0 5.21 13.16 8.2
12, Orissa . . 114.00 13.34 8.00 5.34 2.85 2.49 2.2 2.03 4.52 4.0
13. Punjab . . 224,16 20,85 16.99 9.86 4,17 5.69 2.5 3. 11 8.80 3.9
14. Rajasthan . . 184,66 23.82 13.31 10,51 4.43 6.08 313 1.09 717 3.9
15, Tamil Nadu . 440.27 69.40 42.15 27.25 11.52 15.73 3.6 7.03 22.76 5.2
16, Uttar Pradesh . 574.06 67.44 38.13 29.31 12.15 17.16 3.0 444 21,60 3.8
17. West Bengal . 120.71 23.27 15.56 7.1 4.33 3.38 2.8 1.39 £.77 4.0
Source : State Governments.
*Actuals.
APPENDIX IX
TasLe No. 1{b)
Financial Results of State Electricity Boards for the year 1972-73*
(Rs. crores}
State Biock Rcvenuc Revenue Gross Transfer Operat- Operat- Rcce:pts Operatmg surplus+
capital Receipts expendi- operat-  to Rese- ing ing from elec. duty.
at the ture ing rves surplus surplus  electri-
beginn- surplus (5—6) as % of  city Total as’, of
ing of block duty block
the year capital B capital )
i 2 3 4 5 [ 7 8 9 10 11
1, Andhra Pradesh . 308,96 47 .40 26.34 21.06 9.06 12.00 3.9 - 12.00 3.9
2. Assam . . 87.75 6.31 3.40 2.9 2.44 0.47 0.5 0.22 0.69 0.8
3. Bihar . . . 230.74 34.67 22 .58 12.09 7.40 4.69 2.0 2.20 6.89 3.0
4, Gujarat . . 230.22 44 .12 28.84 15.28 6.22 9.06 39 8.16 17.22 7.5
5. Haryana . 177.55 24.31 15.40 8.91 3.93 4.98 2.8 2.04 7.02 4.0
6. Himachal Pradcsh 32,52 3.07 3.00 0.07 0.80 (—)0.73 .- .. (—)0.73
7, Jammu & Kashmir . .. .. .. .. . .. .. .. ..
B. Kerala . . 203.72 21.71 12.10 9.6] 380 5.81 2.9 2.17 7.98 3.9
9. Madhva Pradesh 242.490 35.70 18.04 21.66 6.74 14.92 6.2 2.83 17.75 7.3
10. Maharashira . 385.95 70.84 42.68 28.16 9.06 19,10 4.9 4.30 23.40 6.1
11, Mysore . . 177.50 31.50 20.53 10.97 4.10 6.87 3.9 5.21 12.08 6.8
12, Orissa . . 129.00 16.75 8.93 7.82 3.34 4.48 3.5 2.65 7.13 5.5
13. Punjab . . 262.96 21.21 12.52 8.69 4.54 4.15 1.6 3.23 7.38 2.8
14. Rajasthan . . 222.77 26.08 14.15 11,93 5.42 6.5% 2.9 1.14 7.65 3.4
15, Tamil Nadu . 481.34 65.10 45.25 19.85 12.59 7.26 [.5 2.31 9.57 2.0
16. Uttar Pradesh . 648,59 81.45 43.01 38.44 13.58 24.86 3.8 4.25 29.11 4.5
17. West Bengal . 137.86 24.72 17,85 6.87 3.00 3.87 2.8 ]

.25 5.12 3.7

Source : State Governments.
*Latest Estimates.
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State Block Revenue Revenue Gross Transfer Operat-  Operat-
Capital Receipts Expendi- Operat- to ing ing from elect. duty
at the ture ing Reserves surplus  surplsus  Electrici-
beginn- surplus (5—6) as %of tyduty Toal  Asjof
ing of block black
ihe year capital capital
1 2 3 4 5 6 7 8 9 10 11
1. Andhra Pradesh . 347.06 56.59 31.80 24,79 10.32 14.47 4.2 .. 4.47 4.2
2. Assam 96.36 7.45 3.84 3.6l 3.09 0.52 0.5 0.24 0.76 0.7
3. Bihar . 263.23 37.37 23.39 13.98 8.84 5.14 2.0 2.40 7.54 2.9
4. Gujarat 270.13 52.28 34.06 18.22 7.15 11,07 4.1 9.00 20.07 7.4
S. Haryana 215.19 29.64 21.50 8.14 3.65 4.49 2.1 2.39 6.88 3.2
6. Himachal Pradesh  38.91 3.60 3.15 0.45 0.85 (-—)0.40 .. (=)0.40
7. Jammu & Kashmir 68.15 2.94 5.41 (—)2.47 0.97 (—)3.44 .. 0.19 (—)3.25 ..
8. Kerala . 2353 24.88 13.45 11.43 4.35 7.08 3.0 2.49 9.57 4.1
9. Madhva Pradesh . 274.63 42.41 i8.56 23.85 7.66 16.19 5.9 3.03 19.22 7.0
10. Maharashtra 432.09 90.56 51.83 38.73 10.41 28.32 6.6 7.13 315.45 8.2
f1. Mysore 199.06 35.25 23.04 12.21 4.72 .49 3.8 5.45 12.94 6.5
12, Qrissa 151.00 21.29 11.71 9.58 3.93 5.65 3.7 2.90 8.55 5.7
13. Punjab 314.02 22.92 14.87 8.05 5.43 2.62 0.8 3.56 6.18 2.0
14. Rajasthan 255.27 34.73 21.85 12.88 5.92 6.96 2.7 1.20 8.16 3.2
15. Tamil Nadu 320.08 91.51 58.42 33.09 14.67 18.42 1.5 2.48 20.90 4.0
16. Uttar Pradesh 784 .42 96.70 54.88 41.82 17.23 24.59 3.1 4.47 29.06 3.7
17. West Bengal 184.56 27.39 19.68 7.71 3.80 3.91 2.1 1.30 5.21 2.8
Source @ State Governments.
*Estimates.
APPENDIX 1IX
TasLe No. 2
Energy losses of State Electricity Boards
{Per cent)
T 196970 1970-7% 1971-72 1972-73  1973-74
State Actuals Actuals Actuals Latest Estimates
Estimates
-y 2 3 4 5 6
1. Andhra Pradesh . 24.1 24.9 26.5 26.0 26.0
I Assam 18.9 19.0 19.0 20.0 20.0
3. Bihar . 27.9 29.8 25.2 26.1 23,3
4. Guiarat 21.7 21.2 22.8 21.8 19.9
5. 1i.yana 256 27.3 7.3 24.0 24.0
6. Himachal Pradesh 14.¢ 21.3 11.1 12.5 16.0
7. Jammu & Kashmir 24.0 24.0 25.0 25.0 25.0
g, Kerala . 14.4 12.9 17.2 5.0 13.8
9. Ml(lhya Pradcsh i 199 197 20.8 20.8 207
10. Maharashira 15.0 15.2 16.2 16.0 16.0
11. Mysore 16.1 13.9 14.8 15.0 15.0
12. Orissa. 10.5 9.3 12.2 12.0 9.1
13, Punjab 24.4 222 21.0 27.1 27.0
14. Rajasthan 19.7 18.2 23.9 20.0 20.0
15. Tamil Nadu 20.0 18.2 19.9 17.9 18.1
16. Uttar Pradesk 26.3 27.8 25.5 28.0 27.3
17. West Bengal 13.6 13.6 13.6 13.9 13.8

Source: Summary records of
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APPENDIX IX
TanLe No. 1(c}

Financial Results of State Electricity Boards for the year 1973.74%

{Rs. crores)

Receipts Operating surplus

discussions held in the Plannin
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APPENDIX IX
TasLE No. 3

Allocation of Louns by State Government to State Eleetricity Boards as between Hydel and Ihermal Capacity

(Percentages)

. Andbra Pradesh
. Assam

. Bihar

. Gujarat

. Himachal Pradesh
L Jammu & Kashmir .
5, Kerala
. Madhya Pradesh
10. Maharashtra
11, Myvsore . . . ,
12, Orissa
13. Punjab .
14. Rajasthan
15, FTamil Nadu .
16. Uttar Pradesh
17. West Bengal

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

Hydel capacity  Thermal capacity  Total

2 3 4
20.76 79.24 100,00
64 44 35.56 100 00

8.77 9]1.23 100.00
.. 100.00 100,00
84.78 15.22 100.00
100.00 .. 100.00
94.13 5.87 100.00
100.00 . 100.00
26.20 73.80 100.00
0.52 99 48 100.0¢
100.00 y 100.00
33.94 66.06 100,00
42 .58 17.42 100.00
76.18 23,82 100.00
79.94 20.06 100.00
43.30 56.80 100.60

17.24 82.76 100.00

Souree: Based oa information furnished by State Governments.

APPENDIX IX

TaBLE No. 4

Arvears of interest vutstanding from State Electricity Boards on loans from State Governnents

(Rs. crores)

State

-_A-t_-{hc end of

1973-74
1 2

1. Andhra Pradesh 14.44
2. Assam 34.17
3. Bihar 81.08*
4, Gujarat 18.09
§. Haryana . . 24.59
6. Himachal Pradesh 4.19
7. Jammu & Kashmuy 6.46"
8. Kerala . 25.26
9, Madhya Pradesh 12.06
10, Maharashtra 9.00
11. Mysore 32 66*
12. Orissa 4.15%5
13. Punjab 49.30
14. Rajastiwn 42.00

15, Tamil Nadu Nil

16. Uttar Pradesh Nil
17. West Bengal 35.02%
Total . . . . . . . .. 392.47

Source @ Information furnished by State Governments.

= §ummary records of discussions on 1973-74 Annual Plans—Planning Commission,
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APPENDIX IX
TaeL: No, 5(a)

Statewise figures of Capital Qutlay on Major and Medium Iryigation Projects

Capital Outlay

(Rs. crores)

Total upto end

State Progressive
Capital Qutlay of 1973-74
upto 1971-72 1972-73 1973-74
(n D (3} 4) (5)
1. Andhra Pradesh 336.338 20.17 20.50 377.05
2. Assum .
3, Bihar 226.71 32.46 g.72 297.89
4, Gujaral 204.0t 35.13 25.32 264.46
5. Haryana 83.08 29.71 11.73 124,52
6. Himachal Pradesh
7. Jammu & Kashmir 2.28 .28 4.29 9.85
8. Kerala . 53.18 0.38 0.44 54.00
9. Madhya Pradesh 129 .31 12.57 33.67 185.55
{0. Maharashtra 250.73 40.01 45.60 342 .34
11, Manipur
12, Meghalaya .. .
13. Mysore 229 56 29.68 30.30 289 54
14. Nagaland
15, Orissa . 158.97 16.52 21.66 197.15
16. Punjab 238.97 9.82 7.81 256.60
17. Rajasthan 220.02 28.15 23,08 27225
18. Tamil Nadu . 1£4.40 8.06 7.88 130,34
19. Tripura
20. Uttar Pradesh 383.63 53.74 43.79 481.16
21. West Bengal | 181.48 9.28 13.45 204.21
Total . 2818.71 339.96 328 24 3486.91

Sources: (1) Upto 1971-72: State Accountants General except Uttar Pradesh and Jammu & Kashmir.
mation has been supplied by the State Government.
the material furnished in reply to Subsidiary points.

(2) 1972-73 and 1973-74: Budget documents of the State Governments.

For Jammu & Kashmir figures have been

For Uttar Pradesh, the infor-
taken from
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APPENDIX IX
TasLe No 5(b)

State-wise information on Warter Rates and Gross Value per hectare of Rice and Wheat

Crops Water rate per Yield per Harvest price Value of

Pareentage of
hectare hectare at par produce per column 2 to
(Rs.) (Kg) leve] nectare column §
{Rs. per
quintal)
l 2 3 4 5 G
1. Andhra Pradesh
Rice . . . . . . . . . 37.5 1428 9% 44 1406 2.6
2. Bihar
Rice 37.5 926 59.63 553 7.0
Wheult 22.5 940 87.02 818 2.7
3. Gujarat
Rice . . . . . . . . . 4510 62.5 1358 101.39 1377 3. 2t04.5
Wheat 4510 62.5 1529 92.69 1417 J.ltod.d
4, Haryana
Rice 24 .4 1433 53.9¢ 773 31
Wheat 14.5 1822 69.27 1262 1.1
5. Kerala
Rice [2.5t0 25 1347 107.56 1556 0.8101.6
6. Madhva Pradesh
Rice . . . . . . . . . 25 1167 93.39 10%0 2.3
Wheat . . . . . . . 10 to 25 970 81.59 791 {.2t03.1
7. Maharashtra
Wheat 225 626 123 .47 773 2.9
8. Mysore
Rice 40 1474 74.0% 1092 36
9. Orissa
Rice 2.5t020 1171 N.A. MNoAL N.A.
10, Punjab
Rice 24.4 1326 53.96 716 3,
Wheat 14.6 1953 69.27 1353 1.1
1t. Rajasthan
Wheat 13.1to 25 11490 92.54 1035 1.2102.3
12, Tuaul Nadu
Rice 40 to 50 1517 73.79 1120 3. 5t04.4
13. Utiar Pradesh
Rice 10to 35 i483 32.69 781 1.2t 4.4
Wheat 10 to 30 1323 78.72 1041 0.9t02.8
4. West Bengal
! Rice & . . . . . . . . 13.4t031.25 1324 118.32 1699 0.8t0 .08

Source: Report of the Irrigation Commission 1972 (Volume I).
N.A. — Not available.
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APPENDIX IX
TABLE No. 6

Worlkirg Results of Road Transport Undertakings
{Rs. crores)

Total invest- Return on investment as at the end of 73-74, Return on Amounts
ment by State taken credit for in State Govt’s forecast total invest-  assumed in the
State Govt, as on for 1974-79 ment at 6°; TeAssessment
31-3-74 as for 1974-79 o5 interest
loan/capital Interest Dividend Total andfor  divi-
outlay/equity dend for
1974-79
1. Andlira Praslesh 8.91 3.55 . 355 2.97 3.55
2. Assam . 6.60 .. .. 1.98 1.98
3. Bihar 9,13 2.47 . 2.47 2.74 2.74
4. Gujarat 14.72 . 5.89 5.89 4 .42 5.89
5. Haryana . 11.98 10.26 .. 10,26 3.59 10.26
6. Himachal Pradesh 3.59 1.10 .. 1.10 1.08 1.10
7. Jammu & Kashmir 5.59 .. .89 0.89 1,68 1.68
R. Kerals . . 10.93 .. 5.16 5.16 3.28 5.16
9. Madhva Pradesh 9.32 .. 4.82 4.82 2.80 4 .82
10, Maharashtry 14,38 .. 3.50 3.50 4.31 4.31
11. Mysore 12.73 4.00 .. 4.00 3.82 4.00
12, Orissa . 7.48 1.62 2.08 3.70 2.24 3.70
13. Punjah 17.74 6.04 3.22 9.26 5.32 9.26
14, Rajasthan 3.03 .. 0.28 0.28 .91 0.91
15. Tamil Nadu 16.37 7.72 .. 7.72 4.9] 7.72
16. Tripura . . . . 0.27 .. 0.02 .02 0.08 0.08
17. Uttar Pradesh . . . . 31.00 14.50 N 14,50 9.30 10.50
18. West Benge!l . . . . . 28.79 0.80 .. 0.80 1.31% 1

3

*For North Bengal and Durgapur STCs only,  Caleutta STC is expected to cover at least the working expenses.

APPENDIX 1X
TaBLE No. 7

Investments in other emterprises and dividends anticipated
(Rs. crores)

Stales Investments Dividends
attheend  as reassessed,
of 1973-74 1974-79
1. Andhra Pradesh . . . . . . . . . . . . 69.00 6,90
2. Assam . . . . . . . . . . . . . R . 20,86 2.10
3. Bihar . . . . . , . . . . . . . . . . 28.07 2.80
4. Guj:rat . . . . . . . . . . . . . . . 56.79 11.16
5. Haryana . . . . . . . . . . . . . . . 34.00 3.40
6. Himachal Pradesh . . . . : . . : . . . . . . 6.00 0.60
7, Jammu & Kashmir . . . . . . . . . . . . . 22.63 2.25
8. Kerala . . . . . . . . . . . . . . . . 56.00 5.60
9, Madhya Pradesh . . . . . . . . . . . . . . 58.40 5.80
10. Maharashtra . . . . . . . . . . . . . . 74.50 7.45

11, Manipur
12. Meghalaya

13. Mysore . . . . . . . . . . . . . . . 108.78 10.85
14, MNagaland . . . . . . . . . . . . . . . 3.20 0.50
15, Orissa . R . . . . . . . . . . . . . 47.38 4.75
16. Punjab . . . . . . . . . . . . . . . . 43 .46 4,35
17. Rajasthan . . . . . . . . . . R . . . . 23.40 2.30
1%. Tamil Nadu . . . . . . . . . . . . . . 70.00 7.00
19. Tripura . . . . . . . . . . . . . . . NA 0.02
20, Uttar Pradesh . . . . . . . . . . . . . . 84.76 13.37
21. West Bengal . . . . . . . . . . . . . . 25.00 2.50

Total . . . . . . . . . . , . . . . . 832.23 93.70

Note ; F[;guircs of investments at thc end of 1973-74 src based on the data available in the Finance Accounts and State
udgets.

Reassessment has been made on the basis of a minimum return of 2% per annum or the forecast furnished by the
State Governments, whichever is higher.



APPENDIX X

TasLE No. 1

Financial Implications of the Ovders issued by State Gavernments after 1-1-1972 regarding revision of Pay Scales, Dearness Allowance, efc.

States

1. Andhra Pradesh

2. Assam

3. Bihar

4, Gujarat

5. Haryana .

6. imachal Pradesh

7. Jammu & Kashmir

{Rs.

crores)

@
(b

(9]
(d)

(e)
®

(2)

(by

(a}
(b)
()

@

Financial implications

Total:

Nature of Expenditure Date of orders Date of effect Annual 1974—79
2 3 4 s 6
Grant of additional D.A. (i) 10-3-72/ 1-10-7& 5.36 32.01
18-4-72/
20-12-72
iy 31-3.73/ 1-8-72 5.52 31.63
18-4-73
Total: 10.88 63.64
Grant of Interim Relief 22-2-72 1-9-71 2.82 17.19
Grant of additional D.A. 17-2-72 1-1-72 2.30 13.80
Recommendations of  Pay
Revision Cominittee. 30-11-72 1-1-71 7.00 4]1.61
Grant of cost of Living allowance 23-6-73 1-3-73 35.73 34,21
Parity in Primary School
Teachers® scales. 9-2-73 1.1-Ti 10,00 58.28
Improvement of pay scales of
Secondary School Teachers. 4-5-68 1972-73 2.50 27.00
Revision of pay and allowances 14-7-72 1-4-70
of teaching and non-tea: ing 18-12-72 1973-74 3.77 15.20
staff in Colleges/Universities 8-1-73 1972-73
Total: 31.30 190.10
Grant of additional D.A. (] 7-2.72 1-1-72 3.50 23.41
(i) 10-11-72 i-10-72 2.50 15,62
(iti}y 21-6-73 1-5-73 2,60 [6.19
Grant of Interim Relief NA 1.5-73 §.25 51.6t1
Total: 16.85 106.83
Grant of Interim Relief {iy 27-6-72 1-4-72 4.97 27.46
(i) 18-12-72 1-12-72 1.37 7.58
Total: 6.34 35.04
Grant of Interim Relief (iy 16-5-72 17-3-72 0.73 3.70
(i) 31-10-72 1-8-72 0.72 3.70
Total: 1.45 7.40
Grant of additional D.A. 19-6-72 1-4-72 0.91 5.29
Grant of Interim Relief Oct. ’72 1-i1-72 1.80 10.20
Tmplementation of Pay Co-
mmission’s  recommendations 7-4-73 1-7-72 4.16 23.49
State’s  liability towards the
employees of local bodies/ )
aided institutions. — — 0.43 2,50
7.30 41,39

212
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9.  Madhya Pradesh

10. Maharashtra

11. Manipur .

12, Meghalaya
13, Mysore

14. WNagaland .
15. Orissa

16. Punjab

17. Rajasthan

$/19 M of Fin./73—28.
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APPENDIX X
Tante No. 1 {contd.)

(a) Grant of Interim Retlief

{h) Grant of additional D.A.
Total:

(a) Grant of Interim Relief
(b) Grant of D.A.

{¢) Revision of Pay Scales

(d) Increased DA, o
Teachers on U.G.C.
of pay

(e) Aid to non-Government educa-
tional instituiions, local
bodies, eic.

College
scales

Total:

{a) Grant of additional D.A.
(b) Grant of additional DA,

(cy State Government’s liability
for municipal employees.

Total:

(a) Grant of Interim Relief
(b) Provision of Aided Tnstitutions

Total:

No revisions in emoluments " have

taken place after £-1-72
Grant of additional D.A.

Tofal:
Grant of additional D.A.

(a) Grant of Interim Relief

(b) Egualisation of pay scales
of teachers of Gavernment &
{ Non-Government Educational

Tnstitutions.
Total:

(a) Grant of additional relief

(b) State Gavernment's  liability

for aided institutions.
Total:

Grant of ad hoc relief

5
(i)

(i
(i)
(iii)

Q)
(i)
{iii}
(iv)

(i)
(i1}
(iii)
(iv)

i

(i)
(O]
(iv)

3

24.1-72
20-11-72

15-2-72
7-7-73

19-2-72
19-10-72
8-5-73
3-8-73
10-12-72

17-4-72
£7-4-73

5-7-13

17-1-72

1-8-72
9-11-72
22-6-73

17-8-72

11-3-72
9-11-72

5-3-73
27-6-73

}2-3-72
2372
30-11-72
20-8-73

R

1-8-72

1-5-73

1-1-72
1-1-72
1-4-72
1-5-73
1-1-72

1-10-7i
1-8-72

1-1-73

1-1-72
1-7-72
1-11-72
1-4-73

1-4-72

1-3.72
1-11-72
1-2-73
1-6-73

1-4-72

5 6
.02 18.40
31,50 20.37
3.55 20,60

10.07 59.37
6.00 30.00
3,50 17.50
4.00 20,00
5.75 28 75
5.59 27.95

0.513
10.05

1.50
26.85 134.25
5.82 32.78
13.40 75.46
1.18 6.45
20,40 114.69
0.37 2.24

0.05 0.26
0.42 2.50
4.60 26.50
2.40 14.00
3.00 17,50
5.34 29.00
15.34 87.00
0.23 1.15
1.75 9.81
1,00 15.00
2.50 1250
215 10.75
0.41 2.25
081 50.31
2.41 14.51
6.40 33.27
395 13.59
221 13.44
13.27 7481
2.60 13.00
1,80 9.00
253 1265
293 12.65

47.30
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Tripura

Uttar Pradesh

West Bengal .
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. Andhra Pradesh
. Assam

Bihar

. Gujarat

. Haryana .

. Himachal Pradesh
. Jammu & Kashmir
. Kerala .

. Madhya Pradesh
. Maharashtra

. Manipur .

. Meghalaya

. Mysore

. Nagaland.

. Orissa

Punjab

. Rajasthan

. Tamil Nadu

. Tripura

. Uttar Pradesh .
. West Bengal

ToTaL

TaBLe No, 2

Forecasts of State Governments
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APPENDIX X
Tanle No. | (comd.)
- 2 S I ? -
. (@) Grantof addivonal DA, a7
(b} Grant of additional DA, 9-3-73
{c) Revision of scales of pay Separate orders
have been
issued  for
different
departments
Total:
Grant of Interim  Relief [3-11-72
(a) Grant of Interim Relief (i} 18-1-72
(i}  5-4-72
(i} 29-9-72
(b) Implementation of Pay Co-
minission’s recommendations, 6-3-73
(c) Recevision in rates of 13.A. 6-3-73
(d) Grant of additional D.A. 23-8-73
Total:
Grant of additicnal D.A. 11-2-72
S ""'ﬁ;{[ é\ilIﬂSitates: o
APPENDIX X

1-9-72

1-10-71

Committed Liability (Rs. crores)
A

Number of Employees (000 Nroﬂs.)
o S—

6
.00 3317
6.00 33.17
5.00 29.00
17.00 95.34
0.31 1.57
9,94
15.26
828
351.64
21,20
i.6l
9.40 56.75
65.69 408 39
5.00 25.00
270.79 1563.27

— = —
Annual Fifth Plan Fifth Plan  State Go- Teachers Total
as per State  (adjusted)  vernment and em- (Col. 5+6)
Govern- ployees of
ment local bodics
2 3 4 5 6 7
10.88 63,64 57.75 383 182 565
2,82 17.19 14.97 92 70 162
31.30 19010 166.14 308 149 457
16,85 106.83 89.44 157 118 275
6.34 35.04 33.65 126 NA 126
1.45 7.40 7.70 64 1 65
7.30 41.39 38.75 130 NA 130
16.07 59.37 53.45 230 125 355
26.85 134.25 142.52 466 82 548
20.40 114.69 108.28 344 341 685
0.42 2.50 2.23 23 4 27
.. .. .. 15 NA 15
15.34 87.00 81.42 278 72 350
0.23 1.15 1.22 32 NA 32
9,81 50.31 32.07 185 96 281
13.27 74 81 (.43 173 3 176
9.46 47.30 50.21 212 NA 212
17.00 95 .34 90.24 283 275 558
0.31 1.57 1.65 26 NA 26
65,69 408 .39 348 .68 573 480 1053
5.00 25.00 26.54 283 359 642

270.79

1363,27

1437.34

4383




1. Andhra Pradesh

2. Himachal Pradesh

3. Jammu & Kashmir

4. Madhya Pradesh

5, Maharashtra .

6. Orissa . .
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APPENDIX X

TapLe No : 4

Revision of allowances other than Pay/D.A. and Other Fringe benefits

Nature of allowance

House Rent Allowance

(i) Distillery & Brewery Allowance to Excise
Department staff posted at Panipet.

(iiy Grant of Compensalory Allowance and
H.R.A. to the stalf of Transpori Deparl-
ment posted at Hoshiarpur.

(iii) Enhancement of H.R.A. for employees
stationed at Simla and its suburbs

ToraL

Medical and other benefits recommended by
Pay Commission

Benefits recommended by State Pay Committee
and Grants to Local Bodies

(i) City Compensatory Allowance
(ii) House Rent Allowance
(ii)) Hill Allowance
(iv) Project Allowance
(v) Encashment of Leave
(vi) Leave Travel Concession
(vii) Travelling Allowance
(viii) Death benefits

(ix) Retirement benefits

TotaL

Grant of two advance increamenis to loyal
Government servats,

House Rent Allowance

GranD ToTal

{Rs. crores)

Estimates of State Governments Provision — al-
lowed by the

Annual 1974-79 Commission
1974—79
3 4 5
0.37 2.00 2.00
1
ll
b neg. 0.01
j K
0.04 0.19
0,04 0.20 0.20
0.88 5.06 2.50
1.017
1.08 10.55 7.00
0.02
0.58 2.90
4,83 2415
3.50 17.50 8.75
1.00 5.00
0.05 0.25 ..
0.10 0.50
12.17 60,85 15.75
2.41 19,50
6.32 31.60 4.25
22.19 119.21 24.70




Details of estimates of expenditure 6
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APPENDIX X

TasLe No : 5

have not been issued

Nature of Expenditure

]

10.

11

13.

. Andhra Pradesh

. Assam

. Gujarat

. Haryana
. Kerala

. Mysore

. Nagaland

. Orissa

. Rajasthan

Tamil Nadu

Tripura .

. Untar Pradesh

West Bengal

Likely repercussion of Third Central
Commission Report

Revision of scales of pay on ihe basis of the
report of the Pay Commission

Contingent provision for Second Pay Commis-
sion’s recommendations.

Token provision for Fifth Plan

Provision for pay revision in Fifth Plan
Provision for D.A. parity with Central rates
Revision of pay scales

Revision of pay scales of the employees of
Government, local bodies and non-Govern-
ment educational institutions.

Implementation of the recommendations of the
Anomalies Committee.

Provision for grant of D.A./revision of pay
scales of local body employees.
Repercussion of Third Central Pay Commission

ToTtAL

Provision for Pay Commission’s recommenda-
tions.

Prclwisi%n for revision of D.A. with effect from
-8-7

Provision for implementation of the recom-
mendations of the Anomalies Cormmittes.

Total

Repercussions of Third Central Pay  Commis-
s1on

Grand Total

n revision of pay and allowances as indicated by Stale Governments for which orders

(Rs. crores)

Annual Fifth Plan
period
3 4
33.58 163 .00
382 22.15
15.56 90.38
1.00 5.00
15.00 75.00
3.30 17.50
1.00 5.00
g8.53 42.65
0.05 0.25
11.93 65.95
16.13 88.85
28.06 154.80
1.03 7.17
9.40 56.75
37.92 240.20
47.32 296,95
50.00 260.00

208 .25

1144 .85

Remarks

State Govt.
are stated to
have accept-
cd the report
but orders
have not yet
been received.
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APPENDIX X

TasLe No : 6

Lnoluments of certain selected categories of staff in different States at the minimum of their respective scales of pay as on [-1-72

State

1

A s B Y R T I )

BR = o L i e e e s =
b= = R N T I ™ I I ]

. Andbra  Pradcsh
. Assam

. Bihar

. Gujarat

. Haryana

. Himachal Pradesh
. Jammu & Kashmir
. Kerala

. Madhya Pradesh
. Maharashtra

. Manipur

. Meghalaya

. Mysore

. Nagaland .

. Orissa

. Punjab

. Rajasthan .

. Tamil Nadu

. Tripura -

. Uttar Pradesh

. West Bengal

States.

(In rupees)

Peons Constables Lower Division Clerks Revenue  Inspectors
Basic DAL/ Total  Basic InLA./ TFotal Basic D.A,/ Total Basic D.AJ Total
Pay LR. emolu- pay I.R. emolu- pay LR. cmolu-  pay LR, emolu-
ments ments ments ments
2 3 4 3 6 7 8 9 10 11 i2 13
62 77 139 70 77 147 90 104 194 90 104 194
80 60 140 %0 60 150 150 70 220 Does not exist,
70 79 149 95 79 174 135 106 241 160 120 280
90 62 152 100 62 162 130 63 193 130 63 193
70 71 141 125 98 223 110 98 208 N.A.
70 89 159 125 123 248 110 123 233 140 123 263
65 65 130 80 31 161 75 65 140 [50 136 286
70 82 i52 80 82 ta2 100 96 196 130 111 241
53 8l 136 63 81 146 90 81 171 100 81 181
75 81 156 20 86 176 1t5 113 228 115 113 228
80 60 140 90 60 150 150 70 2200 )
80 60 140 90 60 150 150 70  220] Does not extst
65 85 150 80 71 151 90 85 175 90 85 175
90 40 130 109 40 140 165 50 215 155 50 205
47 83 130 70 83 153 90 99 189 90 99 189
70 71 141 125 98 223 Ho 93 208 140 98 238
60 ] 141 70 81 151 1o 113 223 130 113 243
130 15 145 150 15 165 210 i5 225 210 i5 225
63 71 136 - 80 71 151 150 122 272 175 122 297
55 66 121 75 66 141 100 66 166 120 86 206
135 I35 160 160 230 230 300 300

Note : Since informition was not available for Manipur and Meghalaya scales of pay in force in Assam have been taken for these



. Andhra Pradesh
. Assam

. Bihar

. Gujarat

. Haryana

. Himachal Pradesh
. Jammu & Kashmir
. Kerala

. Madhya_ Pradesh
. Maharashtra
. Manipur

. Meghalaya

. Mysore

. Nagaland .

. Orissa

. Punjab

. Rajasthan .

. Tamil Nadu

. Tripura

0. Uttar Pradesh
. West Bengal

Primary School Teachers
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APPENDIX X
TABLE No : 6 (contd.)

Head Constables

Upper Division Clerks

(In rupees)

Naibs Tehsitdar/Dy.

(Trained) Tehsildars
Basic D.AJ Total Basic D.A. Total Basic D.A.  Total Baic DA Totl
Pay ILLR. Emolu- Pay IL.R. Emlou- | pay 1R. Emolu- pay I.R.  Emolu-
ments ments ments ments
2 3 4 5 6 78 9 10 3 213
96 104 200 90 104 194 140 104 244 250 152 402
125 70 195 125 70 195 300 80 380 Docs pot cxist
115 106 221 110 106 216 200 120 320 Does not exist
135 63 198 125 63 188 200 74 274 200 74 274
125 98 223 150 122 272 140 g8 238 250 146 396
125 123 248 150 147 297 160 147 307 225 176 401
80 81 161 110 112 222 100 85 185 150 136 286
95 96 191 100 96 196 140 111 251 220 163 383
90 81 171 75 81 156 115 1i3 228 170 137 307
115 113 228 115 113 228 150 137 287 220 161 381
125 70 195 i25 70 195 300 80 3800 .
Does not exist
125 70 195 125 70 195 300 80 380j
100 85 185 90 85 175 160 122 282 225 146 31
140 40 180 140 40 180 330 60 390 Does not exist
55 83 138 90 99 189 145 117 262 Does not exist
125 98 223 150 122 272 1o 98 208 225 146 371
110 113 223 90 81 171 150 137 287 180 137 317
210 15 225 210 15 225 300 30 330 350 30 380
125 28 223 110 98 208 225 146 371 Doe s not cxist
80 66 146 98 66 164 120 86 206 160 ' 103 263
175 175 210 210 330 330 Does not exist




State
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. Andhra Pradesh

. Assam

. Bihar

. Gujarat

. Haryana

. Himachal Pradesh
. Jammu & Kashmir
. Kerala

. Madhya Pradesh
. Maharashtra

. Manipur

. Meghalaya

. Mysore

. Nagaland

. Qrissa

. Punjab

. Rajasthan

. Tamil Nadu

. Tripura

. Uttar Pradesh .
21.

West Bengal
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TABLE No. 6 {concld)

{In rupees}

Deputy Colletcors

Hi-ghﬂfVSEEmIA Tcachcr“; 7 Tehsi]da;si
(Trained)
Basic ID.A./ Total Basic D.A.l  Total Basic D.A.J Total
pay LLR.  emolu- pay LR. emolu- pay I.LR. emolu-
méants ments ments
o N o 27 _3_ ;1 ) -5 7 6 h ."7 - 8 o 977 . IU
150 128 278 300 152 452 500 169 669
200 80 280 300 B0 380 Does not exist
220 148 368 290 148 438 325 168 493
225 85 310 350 85 435 500 76 576
220 146 366 350 i46 496 —w—NA———
220 176 396 350 176 526 400 190 590
150 136 286 300 161 461 500 178 678
140 111 251 310 163 473 400 177 577
NA NA NA 250 161 411 300 161 461
165 137 302 300 161 46t 410 175 585
200 80 280 300 30 3807 )
Does not exist
200 80 280 300 80 380}
175 122 297 300 146 446 400 160 560
230 50 280 TPoes not exist 385 60 445
185 141 326 Docs not exist 300 168 468
220 146 366 350 146 496 350 146 496
225 61 386 275 161 436 Does not exist
300 30 330 425 30 455 575 30 605
175 122 297 125 98 223 325 146 47]
150 103 253 225 121 346 350 121 471
375 375 .- 180 475 475

180
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APPENDIX X
TanlE No. 7

Number of State  Government employees,  Teachers and employees of local hodies.

(,’V.'HH/?E’N‘) {(Numbers)

1. Andhra Pradesh 4. Gujarat
A. State Government eimployees A. State Government eniloyeest
Below Rs. 101/~ . . .. 18,000
Below Rs. 835,- oo 209,000 Rs. 101/-and above but bclo“ Rs.201,- 90,000
Rs.835/- and above but below Rs.210/- 135,000 Rs. 201/ ., - - Rs. 501/~ 44,000
Rs.210/- ,. . . . . Rs.575- 34000 Rs.501/- .. . = Rs. 731 .- 3,000
Rs.575/- . " " " Rs. §250;- 5,000 Rs. 751/« ., . - Rs.1501/- 2,000
Above Rs. 1250/- . . 125 Rs.1501/- and above ., .. ..
ToTAL 383,125 Toral . . 157,000
B. Teachers and employees of
B. Teachers und emplovees of local bodies . . . .. 117,592
focal bodies . . . 182,000 R -
ToTaL{A+B) 274,592
ToraL{A +B) . 565,125 e
- 5. Haryana
2. Assam State Governmant employees
A State G . . Below Rs. 100/- . . . 29,618
- State Government employees Rs. 100/-and above but below Rs. 210/- 74,032
Below Rs. 100/- . 38,198
Rs.210/- ., " " Rs, 500/- 20,790
Rs. 100/- and above but R : .5
below Rs. 200/~ . . 39,239 5500/ . . » Rs. 750/- 1,186
Rs. 200/- and above but Rs. 750/~ , . " Rs, 1000/- 432
below Rs, 500/- . 12,674 Rs, 1000/- and above ., .. 261
8. 500/~ and above but bclow Rs. 1000/- 1,443 ———
Rs. 1000/-and above . . 314 Totar . . 126,315
TotaL 091,868 6. Himachal Pradesh
S A. State Government enmployees
B. Teach ’ ; . Upto Rs. 100/~ . . .. 27,125
. Teachers and enployees  of 70,000 Rs. 101/- and above but below R, 201/- 30,068
7 Rs.201/- . . Rs. 501/- 5,823
ToTaL(A+B) . 161,868 Rs.501/- ., . Rs100I7 581
_ - Rs. 1001/~ ., " - Rs. 1500/~ 56
Above Rs, 1508/~ . . .. 29
3. Bihar —_—
A. State Government employees® Totat ' ’ 63,676
BelowRs. 110/- . . 176,00 o - )
Rs. 110;-and above but below Rs. 210/~ 91,000 B. Teachers and employees of N 782
Rs, 210/~ ., . " Rs., 400/- 30,000 e
Rs.400/- ., “ - Rs, 1000;/- 10,000 ToTaL{A +B) 64,458
Rs. 1000/- ,, v - Rs.1501/- 1,000 [
Rs. 1501/ and above , .. .. 7. Jammu and Kashmir
N State Govermment emplovees
ToTal . . 308,000 :
* Below Rs. 300/~ . - .. 94.800
Rs. 300/- and above but bclow Rs. 700/- 27,800
B, Teachers and emplovees of Rs.700/- ., ”» " Rs. 1000;- 6,700
local bodies . . . 149,359 Above Rs. 1000;/- . . . 200
ToTaL{A +B) 457,359 ToTAL 129,500

5/19 M of Fin./73—29.



\ APPENDIX X
TABLE No. 7 (contd.)

(Numbers)
8. Kerala
A. Srate Government emplovees*
Below Rs. 101/- . 191,929
Rs. 101/-and above but below Rs. 201/- 30,454
Rs.201/- ,, “ " Rs. 501/- 6,917
Rs.501/~ ,, ., . Rs. 751/- 978
Rs.751/- and above 111
ToraL 230,389
B. Teachers and employees of
local bodies . . 124,713
ToraL (A 4+B) 355,104
9. Madhya Pradesh
A. Sate Government employees
Below Rs. 110/- . 198,400
Rs. 110/-and aobve but below Rs, 210/— 210,765
Rs.210--- |, » . Rs, 500/- 42,800
Rs.500/-  ,, v . Rs. 1000/- 13,700
Rs. 1000/~ , " » » upto Rs, 1250/- 300
ToTaL 465,965
B. Teachers and employees of
local bodies 82,000
ToTAL (A +B) 547,965
19. Maharashtra
A, State Govermment employees
Below Rs. 100/- 82,600

Rs. 100/- and above but
below Rs. 200/- . . 210,2¢0

Rs. 200/- and above bur

below Rs. 500:- 46,600

Rs. 300/- and above but
below Rs. 1,000/ . 3,200

Rs. 1000/- and above but
below Rs. 1,500/- . 700
Above Rs. 1500/- 300
TotaL 242 EC0

B. Teachers and enzpl()J ees of
wcal hodies . . 340,885
Total (A+B) 684,485

11, Manipur

A, State Government emp/nyee.s
Below Rs. 100/- .

Rs. 100/~ and above
below Rs. 200/- .

Rs. 200/- and above
below Rs. 3500/-

Rs. 500/~ and above
below Rs. 750/- .

Rs. 750/~ and above but
below Rs. 1,000/- .

Above Rs, 1,000/-

but
but

but

Total

B. Teachers and emp!c))ee.s of
local hodies .

Total (A+B)

12. Meghalaya

State Government employees
Between Rs. 80/- and Rs. 199/-
Between Rs. 200/- and Rs. 499/-
Above Rs, 500/-

Total

1 Mysore
A. State Government employees

Below Rs, 85/-

Rs. 85 and above but
below Rs. 210/-

Rs, 210/- and above but
below Rs. 500/-

Rs. 500/-and above but
below Rs, 1250/-

Total

B. Teachers and employees of
focal bodies

Total (A +B)

14, Nagaland
State Government emplivees
Below Rs. 150/-

Rs, 150/- and above but
below Rs. 300/- .

Rs, 300/- and above but
below Rs, 500/- . .

Rs. 300/- and above but
below Rs. 1,000/- .

Above Rs, 1.000/-

Total .

R

(Nwmnbers)

7,000

12,135

3,920

318

112
43

. 23,528

3,600

27,128

10,000
4,000
500
14,500

67,200
157.000
44,800
9,000

278,00

72,000

350,000

17,000
11,000
2,500

1,000
106

31,606



13, Orissa
L Stife Soaverinent ediplavees
Balow Rs. 83/~ . . .
Rz 85/~ and above but
halow s, 210/- .
s, 219/~ and above but
below Rs. 500/- . .
s 500/- and above but
brlow Rs. 1,000/~ . .
Rs. 1,000~ and above but
below Rs. 1,250;- .
Above Rs. 1,250/-

i'otal .

B. Ffeachers and empivyees of
{ucal bodies

Total (A +B)

i6. Punjab

A, State Goverameni employees
Below Rs. 85~ . . .
Rs. 85/ and above but
below Rs. 210/- . .
Rs. 210/~ and above but
below Rs. 500/- ,
Ry, 500/~ and above but
halow Rs. 1,250/ . .

Ahove Rs. 1,250/~

Total

B, Teachers aud emplovees uf
local bodies . .

Total (A+B)

17. Rajasthan
Seate Govermineti! einployees
Below Rs, 85/- . . .
Rs. 85/- and above but
beiow Rs. 210/- . .
Rs. 210/- and above but

below Rs. 500/- . .
s, 500/- and above but
below Rs. 575/- . .
Ws., 373/ and above but
below Rs. 1,250/ .

\bove Rs. 1,250~

Total

18. Tamil Nadu

A, Siate Governiien! employees
Bziow Rs. 201/~ . .
fa. 291/~ and above but
below Rs. 376/- . .
Rs. 376/~ and above but
halow Rs. 751/~ . .
iy, 751/~ and above but

below Rs. 1,000/ .

Jeotal .

B, Luployees of Jocal  hodies
svelnding reachers .

Total (A4 B)

o faeinde 2017 lakhs of teachers,

APPENDIX X
TasLe No. 7 (contd)

(Numbe1s)

47,255
72,431
21,692

2,868

N
19¢

184,747

280,712

31.003
105,488
33,493

3,534
29<

172,813

3,200

. 176,013

50,000
116,000
40,000
3,000
3,600
300

212,500

386,000
80,600
21,000

7,000

. 500,00000

58,000

558,000

{Numbers)

19, Tripura
State Governrment e:rployees
Below Rs. 100/-
Rs. 1004~ and ahove Tt
below Re. Z0i/- .
ids. 201/~ und above but
below Rs. 50t/- .
is, 300;- and above but
below Rs. 751;- .
Ks. 751/- and above but
below Rs. 1,200/~ .
Above Re, 1,500, -

Total

20. Littar Pradesk

A, State Goverment employees

Relow Rs. 85;/-

Rs. &5/ and above Lut
below Rs. 210:-

Fs. 210/ and above but
btelow Rs. 576)-

Rs. 576/~ and above but
below Rs. 1,250;- . .

Above Rs. 1250/~

fotal

B, Teachers wid empioyecs of
focal bodies . .
Total (A +1)
21. West Bengai**
A. State Guvernuenit emplojos
Below Rs, 1Glj-
®s. 101/- and above but
below Ms. 2G1,-
Rs. 201;- and above but
below Rs. 251~ .
Rs. 25i- and above but
below Rs. 50%- .
Ks. 501/- and above but
below Rs. 701/~ .
Rs. 701/~ and above but
below Rs. 1,001/
Above Rs. 1,001;-

Total

B, Teaclers and employees of
local bodies . . .

Total (A+B)

Source  Stale Governmenis.

2,170
13,363
3457

131

307,006
234,534

27,3¢%

572,936

479,535

1,082,471

IR
114,600
13,000
20,(C0
3,000

1,00
1,000

283,600

>59,0C0

642,000

= ¥ the case of Bihar, Gujarat and Kerala disiritution by

pay ranges ol th

¢ total nuriber of employees indicated by the

State Goveraments has been effected on the basis of data comi-

piled by D
State Governmen

irectorate General of Dmploynent and Training as
ts did nol furnish infermaticr by [ &y renges.

w« [ the case of West Beagal distributicn by sy iabges has

been adopted on the basi
Government (as on 31-3-

s of the figures indicated by the State
1969} in reply to subsidiary points.



APPENDIX XI

TasLe No. |

Area under irrigation from Government source and requivement of funds for maintenance.

Net area irrigated by Government sources at the end of 1973-74 Annual re-

Guirement
(000 acres) on the
States basis of
Rs. 10 per
acre
Canals Tanks Wells Other Total  (Rs.crores)
sources
1 2 3 4 5 6 7
1. Andhra Pradesh 4,863 4,789 1,240 ilo 11,208 i1.21
2. Assam 507 — —_ e 507 0.5]1
3. Bihar 3,449 467 732 NA 4,648 4.65
4. Gujarat 701 95 136 — 932 0.93
5. Haryana . 3,091(b) » 324 55 3,470 3.47
6. Himachal Pradesh — — 1 47 48 .05
7. Jammu & Kashmir 367 6 10 12 395 0.39
8. Kerala 300 * * 455 155 0.75
9. Madhya Pradesh 2,632 — — —_ 2,632 2,63
10. Maharashtra 700 562 NA NA 1,262 1.26
11. Manipur . 30 T — — 30 0.03
12. Meghalaya 4 — —_— 1 5 Neg.
13. Mysore 1,098 956 —_ 242 2,296 2,30
14, Nagaland. — — — — o -
15. Orissa 1,741 694 — 40 2,475 2.48
16, Punjab 6,010 — 120 — 6,130 6.13
17. Rajasthan 2,319 600 Neg Neg. 2,919 2.92
18, Tripura NA NA NA 245 245 0.25
19. Tamil Nadu 2,302 2,290 2,030 88 6,710 6.71
20, Uttar Pradesh . 9,000 @ 2,500 — 11,500 11.50
21. West Bengal 1,365 835 NA NA 2,200 2.20
Total 40,479 11,294 7,093 1,501 60,367 60.37
(b) This is for 1971-72 end: 1973-74 end figures are not available.
*Included under other sources.
@Included under canals,
Source: Information received from State Govis. However, Governments of Maharashira and West Bengal did not furnish information

and Government of Bihar furnished figure relating to ca

received from the Ministiy of Food and Agriculture.

224

nals only, In the case of these States, figures are based on information
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TaBLe No. |

tiea under irvination from Government source and requirement of funds for maintengnce.

Slates

. Andhri Pradesh
. Assam

. Bihar

. Gujarat

. Haryana .

. Himachal Pradesh
. Jammu & Kashmir
. Kerala

. Madhya Pradcsh
. Maharashira

. Manipur .

. Meghalaya

. Mysore

. Nagaland.

. Orissa

. Punjab

. Rajasthan

., Tripura

. Taniil Nadu

. Uttar Pradesh .
. West Bengal

Total

Net area irrigated by Government sources at the end of 1973-74  Annual re-

quirement
{000 acres) o1 the
basis of
Rs. 10 per
acre
Canals Tanks Wells Other Tutal  (Ks. crores)
SUUrCEs

2 3 4 5 6 7
4,863 4,789 1.240 6 11.208 11.21
807 —_ — — 567 0.51
3,449 467 732 NA 4,648 4.65
701 95 136 — 932 0.93
3,091(b) * 324 55 3470 3.47
—_ - 1 47 4% 0.05
367 6 10 [2 395 0.39
300 * * 435 755 0.75
2,632 — — — 2,632 2.63
700 562 NA NA 1,202 1.26
30 T — —_ 30 0,03
4 - — I 5 Neg.
1,098 956 — 242 2,296 2.30
1,741 694 —_ 40 2,475 248
6,010 — 120 — 6,130 6.13
2,319 600 Neg. Neg 2,919 2.92
NA NA NA 245 245 0.25
2,302 2,290 2,030 83 6,710 6.71
9,000 @ 2,500 — 11,500 11.50
1,365 835 NA NA 2,200 2.20
40,479 11,294 7,093 1,501 60,367 60.37

(b) This is for 1971-72 end: 1973 74 end figures are not available.

*Included under other sources.

@ Included under canals,

Information received [tom State Govis,
and Government of Bihar furnished figure relating to canals only,

received from the Ministry of Food and Agriculture,

224

However, Governmenis of Maharashtra and West Bengal did not furnish information

Tri the case of these States, figures are based on information
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Tane Nort 3

Cupital outlay on huildings and their cost of maintenance ot the basis of C.PIV DL novins,

States

L Andhra Pradesh

Lo Assam

Bihar .

. Gujarat

. Haryana

. Himachal Pradesh
CJammu & Kashinir
. Kerala

. Madhva Pradesh .
. Maharashtra

. Maniput

. Meghakpa .

. Mysore

. Nagaland

. Orissit.

. Punjab

. Rajasthan

. Tamil Nadu

., Tripura

. Uttar Pradesh

Wesl Benpal

Total:

Source:  State Governmients.

Capital Cost of buildings constructed

{Rs. crores)

Maintenance
Provision on

T N i
31_3_(;; 3t-4-74 norms (Annial)

2 4 5 6
10.01 27.34 I8.85 56.20 1.53
138 5.93 613 13 04 0.47
3 98.77 40.01 249,91 5.59
25.00 15.00 38.00 81.00 2.45
0.40 12,95 36.33 49.68 1.3
6.00 6.08 12.42 25.50 0.76
3,78 8.04 23,84 37.06 0.77
16.31 26,23 2628 nYy.32 1,93
26.36 3569 33.46 98.3] 3.24
22 o 22.35 44,54 89.43 2.98
NA t.02 1.02 NA
NA NA NA NA NA
1488 12.89 45,8 72.95 2.8
NA 10.30 31.00 41.30 1.07
3.09 20.3 52,86 76.32 2.i2
3,69 20.58 78.34 102,61 2.28
s 482 27.30 65.00 2.26
10.19 24.58 33.04 67.81 1.81
NA NA 14.16 14,16 ¢.41
100,83 49 61 66.13 216.59 16

4541545
270.74

15,63 25,90 31,31 EANE 1.92
354.72 443.33 663.40 1515.60 44,26

*e o Sure Governents hive added 257 on aggremite capilal outlay for buildings of departniwnt details for which are notarailable.



CHAPTER XI
UPGRADATION OF STANDARDS OF ADMINISTRATION IN BACKWARD STATES

The formulation of principles governing grants-in-
aid of the revenues of the States in nced of  such
assistance is one of the obligatory functions cast on
the Finance Commission under the Constitution. In
assessing the needs of the States in pursuance of this
Constitutional directive, the Finance  Commssions
have moved away from the cencept of  budgetary
needs, as emerging from the forecasts of revenue and
expenditure admitted by State Governments, to  a
consideration of fiscal needs in a comprehensive sense.
But the determination of grants has bcen made on
the basis of the levels of administrative and social
services as alrcady atiained in different States. in
consequence the accent has been on maintenance and
consolidation, rather than on improvement and ex-
pansion of the variegated services, that a State Gov-
ernment is called upon to provide in an cra of rising
cxpectations,  In particular, no attempl appears (o
have been made so far to quantify the requircments
in financial terms of the backward States from ihe
standlpoint of progressive equalisation of  standards
of cssential administrative and social services within
4 definite time herizon. It seems reasonable to us
that provision of funds to the States that
arc backward in administrative and  social  ser-
vices, falls within the purview of the Finance Com-
mission. ara 4(b)(v) ol ocur terms of reference
appears o confirm this view.

2. 1t is hardly possible for the Finance Commission
within the time atlowed to it, cither to examine in
depth the soundress and adequacy of .he administra-
tive sct up in the various States or 10 formulaie
specific proposals for its improvement. Ariong Lhe
numeroys factors which impinge o the eflicieacy of
the administrative system, there arc many that cannot
be reduced to financial terms in any meaningful sense.
Principles and procedures of recruitnient, {raining
and deployment of administrative and technical per-
sonnel of different catcgories, clear definition and en-
forcement of the responsibilities of functionaries at
different levels wnd above all the general politival
and social milicu in  which the administrative
machinery has to operate, determine ihe eflicacy of
the administrative system. However, the constraint
of resources is admittedly onc of the inportant factors
impeding  the  achievement ol certain minimun
standards of administrative and social sorvices in some
of the States. The removal of this constraint comes
within the purview of this Commisson. It would
nevertheless be recognised that the provision of re-
sources is only ihe first important sicp in the pro-
cess of progressive climination  of  disparitics in
standards of administrative and sociul services. i
the provision of additional resources i to {ructify in
terms of morc cliicient and adequate service to the
community at large, this will have to be followed up

by energetic and purposcful action on wide {ront
at both political and administrative levels in the back-
ward States.

3. We have carcfully examined the implications of
the term “General Administration” occur ing in this
part of our terms of reference:  On a nerrow inter-
pretation, the term “General Adminisiration” could be
deemed to cover only those scrvices, provision  Tor
which is normally made under the budger head 719-
General Administration”.  This would mcan that the
problem of upgradation of standards it backward
States might be considered us limited 1o ailocation ol
additional funds for cxpenditure on such agencics s
Secretariat and Attached Offices. Board of Revenue,
Treasurics and gencral administrative estubhshments
at district, divisional and tchsil levels. W hold that
such an interpretation would be unduly  restrictive
and out of tunc with the cnlightenzd appreach to
the problem of inter-State disparitics thit has  ins-
pired this part of our terms of reierence, by our
view, the cxpression “General Administraion” secur
ring in our terms of reference should be taken in s
broad sense as comprehending all the insti imentalitics
of Governments concerned with general adminisirs-
tion, maintenance oi faw and order, admi istration of
justice and other vital fuactions of Governments par-
taining to the health and welfare of the ¢ tizeis,

4. We have taken the view that the Firance Com-
mission is concerned primarily with expeoaditure on
revenue account.  But this can be consideied by somu
as restrictive.  Article 112(2) of the Constitutten re-
lating to Central Budget and Article 202(2) ol the
Constituiion refating to the Stute Budget do specili-
cally requirc that expenditure on revenu:  account
should be distinguished  from  other  cxpemditure.
Article 275 of the Constitution also reivrs only to
revenues” of the States.  It, thercfore, s:ems to us
that while we can deal with all the regutements of
the States for upgradation of standards of adniinistra-
tion including social services, we should concern our-
sclves only with cxpenditure on revenuc tecount and
not on capital and lvan accounts. For nurposcs ol
raising of administrative standards, we aave there-
fore lefi out of account cxpenditure in  States  on
schemes such as roads and drinking weter supply.
which is generally booked under capital account.

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

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

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

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

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

*Figures in breakets relate (o heads of account as in the
Account for 1973-74



Animal Husbandry, Ruaral Development  and  Co-
operation (31, 32, 33 and 34) should be kept out
of the present cxcrcise aimed at upgradation  of
standards in backward States because the expenditure
under these heads depends upon factors varying trom
Statc to State. Thus, for cxample, in some of the
Statcs, there may not be any scope for developricnt
of fisherics. Likewise, in a Statec where Cooperaiion
has made very little headway, there will be no point
in providing additional funds to match the levels of
cxpenditure or stafl attained by another State wicre
co-operative movement has regisiered  considerable
progress.  The cxpenditure  on Agriculture in per
capita terms may vary with reference to the potential
for agricultural production in different States. The
provision of funds for improvement of the cape.city
of the backward States to cxploit their full poteatial
in these sectors can be made only within the freme-
work of a Plan.  As regards expenditure under ~37-
Community Development Projects, National Extension
Service”, the staffing pattern is already uniform. The
level of expenditure on “Labour and Employment™ :38)
is negligiblc and has no refation to the incidence ol
uncmployment.  This head records cxpenditure on
employment exchanges, maintcnance  of craftsmen
training  centres, cte.  The allocation of additional
funds under this head would, therefore, secem 1o have
no signiticance from the standpoint of upgradatioa of
administrative standards. As regards the hcad “26-
Miscellancous”, Fire Services would seem (o be the
only service in respect of which it may bc neccssary
to provide additional funds to the States that lag
behind. Herc again, the strength and standards of
fire services nceded would vary from State o State
depending upon the extent of urbanisation and indus-
trialisation. We have, howcver, in the cours: of
scrutiny of forccasts of the States, identified the States
where expenditure on Fire Services is significantly
lower and provided a little extra help to the weaker
States to come up to the standards of the rest. The
expenditure under ~39-Miscellancous Social and Deve-
lfopmental Organisations” relates to varicgated deve-
lopmental services which are not uniform in diffcrent
States. 'The principal services expenditure on which
is booked under this head are (i) Statistics, (ii)
Social Welfare, (iii) Town and Country Planning,
(iv) Tourist Organisation, (v) Weliarc of Scheduled
Castes/Tribes and Backward Classes and (vi) pre-
servation and translation of ancient manuscrpits. It
does not scem feasible to make a Statcwise com-
parison of the aggregate expenditure on these sery ices.
However, attention needs to be focussed only on wel-

fare of Scheduled Castes/Tribes and Backward
Classes.  Our developmental programmes are Lving

increasingly rcoricnted towards promotion of social
justice. In this context, the provision of additional
funds tor Welfare of  Scheduled Castes,  Scheduled
Tribes and Backward Classes acquires special impor-
tance. Expenditure on other services under this head
is either negligible or does not Jend itself to equali-
sution. Therc is no uniformity of classification of
expenditure falling under Miscellanecus(71) and
Misceilancous  Compensations and  Assignments(76).
The expenditure under Miscellaneous(71} covers a
variety of purposes. The varying levels of expenditure
under this head also reflects in a measpre  cortain
policies relatable to special difliculties confronted with
by the Statcs. Thus, for example. expenditure on
food subsidy in Jammu & Kashmir figurcs under this

head. In some other Stales, payment of subsidies to
clectricity boards for rural clectrification and other
purposes is booked under this head. It will, there-
tore, bc wholly inappropriatc to scek uniformity in
terms of expenditure among Statcs under this head.
We have, hereiore, analysed the provisions indicated
by the States under the head “717 on their own merits.

The head “Miscellancous Compensations and Assign-

ments” accommodates, among other things, grants and
assignments of revenue to local bodics. Some of thesc
grants arc on & matching basis and, therefore, depend
upon the resources raised by the local bodics them-
selves.,  Some taxes arc levied and collected Ly the
State Government on beball of the local bodics and
the conscquential transfer of the proceeds  of  such
taxes figurcs under this head. There is a wide range
of varialions in the organisational set up of the local
bodies and the cxtent of delegation of  powers 1o
them. It will, therefore, be a futile and misleading
exercise to seek to cnsurc uniformity between States
in terms of provisions under this head. It may also
be relevant to add here that the hulk of the grants
to local bodics is under education, medical and pub-
lic health and muaintenance of roads. The wide dis-
paritics in grants-in-aid to local bedics for these pur-
poses will be rectificd in large measurc under our
other proposals.

9. The upshot of the foregoing discussion is that
from the point of view of improvement ol standards
of administration in backward Statcs, attention needs
to be focussed only on the following heads of ex-
penditure, bath developmental and non-developmental:

(1) “9-Land Revenue”
(ii) “19-General Administration”
(i) “21-Administration of Justice”
(iv) “22-Jails”
(v) —23-Police”
(vi) “28-Cducation”
(vii) “29-Medical”
(viii) “30-Public Healih”
(ix) *39-Miscellancous Seccial and Developmental

Organisations ; Wellare of Scheduled Castes,
Scheduled  Tribes and  other Backward
Classes.”

10 General Administration is undoubtedly a sector
in respect of which it is essential to analyse the levels
of expenditure in different States with a view to en-
suring o more liberal treatment to the  hackward
States and cuabling them to catch up with the rest.
For this purpose, we thought it desirable to take a
composite view of cxpenditure on rcvenuc cstablish-
ments under “Y-Land Revenue” and “19-General Ad-
niinistration” as the two heads tuken together provide
a better indication of adequacy or otherwise of the
general administrative sct up of the States. Expendi-
ture on slationcry and printing serves the needs of
al] departments, It will be appropriate to club the
expenditure under this comparatively minor head also
with that of general administration for assessment of
the additional requirements of backward States.  In
terms of per capita expenditure, cight States will be
below the all-States average. These are Assam, Bihar,
Gujarat, Kerala, Madhya Pradesh, Mysore, Uttar
Pradesh and West Bengal. The standards of gencral



administration in Gujarat are generally considered to
be among the best in the country. Its level of ex-
penditure is low perhaps because Gujarat has devolved
responsibilitics on local bodies at district, block and
village levels to a significant extent. There may not,
thercfore, be any need to mark up the expenditure
on general administration in the case of Gujarat; nor
will such mark up bave any significance as Guijarat
does not qualify for a grant under Article 275 in view
of jts substantial revenue surplus.

11. An efficient police administration is an essen-
tial pre-requisite for effective maintenance of law and
order and the creation of nccessary conditions in which
economic development can take place without serious
set-backs. It is this consideration that led the Com-
mission to devote considerable time to analysis of the
requirements of the States tfor strengthening and mo-
dernisation of police force in the course of the discus-
sions with the States. However, apart from Jammu
& Kashmir, whose requirements
with separately, only the following Statcs have indi-
cated specific provisions for rcorganisation and moder-
nisation of police force: (i) Aundhra Pradesh—Rs. 24.7
crores; (ii) Madhya Pradesh—Rs. 69.2 crores {includ-
ing Rs. 20.50 crores for police housing which should
be accommodated on capital account); (iii) Orissa—
Rs. 2 crores; and (iv) Uttar Pradesh--Rs. 30.2 crores.
It will obvicusly not be fair or proper to provide funds
for modernisation of policc force only in certain
States leaving out the rest. Also the request for
modernisation has to be assessed carefully with refer-
ence to the special problems facing each State, the
general law and order position, proximity to border
areas, extent of urbanisation and industrialisation. The
availability of equipment on the scale entailed by the
various proposals for modernisation formulated by
States would also have to be carefully checked. We
have, therefore, felt that modernisation should be left
to be tackled as at present through a special pro-
gramme administered by the Ministry of Home
Affairs but with substantially larger financial allocation-
The scheme is now being financed on the basis of 25
per cent grant and 75 per cent loan. We suggest
that the present pattern should be liberalised and the
grant component raised to 50 per cent.

12. Judged in terms of per capita expenditure, X~
penditure on Police in nine States, namely, Andhra
Pradesh, Bihar, Haryana, Kerala, Madhya Pradesl),
Mysore, Orissa, Tamil Nadu and Uttar Pradesh, is
lower than the all-States average. Of these nine
States, no special assistance 10 Tamil Nadu and
Haryana may be necessary because the gaps to be cover-
ed in their case are small and the strength and effective-
ness of the police force should be deemed adequate
with reference to coverage of police stations and faci-
lities available to them. s

13. The expenditure under administration of jus-
tice is not significant in any State. The ali-States
average of per capita expenditure In 1978-79 re-
assessed by us would be Rs. 1.01. With reference to
this average, eight States, namely, Andhra Prad_esh,
Assam, Bihar, Haryana, Madhya Pradesh, Orissa,

have to be dealt
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Rajasthan and Uttar Pradesh, would wneed special
assistance. In the case of Haryana, which does not
qualify for a grant under Article 275, the mark up
will be of only notional significance. The expendi-
turc on jails is not very substantial in any State. Fur-
ther, comparison among States is vitiated by the fact
that in most States jails undertake commercial acti-
vities which have the effect of inflating both the re-
ceipts and expenditure. Any comparison of the per
capita expenditure should, therefore, be made only
with reference to the net expenditure after setting off
the receipts. On this basis, all-States average for
1_978—79 would be 65 Paise. With reference to this,
nine States including Maharashtra and Gujarat, whose
general level of expenditure is otherwise satistactory,
were below the all-States average, whereas in the case
of Bihar, which is recognised as one of the most back-
ward States, the per capita expenditure exceeded the
all-States average.

14, Education is by far the mosi important social
service in respect of which the nced for bridging the
differentials in standards among different States
appears to be imperative. It would, however, not be
appropriate to assess the requirements of the States
with reference to the aggregate levels of expenditure
on Education. The general complaint against the
States has been that they have tended to spend rela-
tively more on university education to the detriment of
primary education. This charge would seem to be
partially correct, when we compare State-wise figures
of per capita expenditure on education as a whole and
State-wise per capita figures on primary education.
States like Pynjab, Haryana, Rajasthan and West
Bengal are above the all-States average in terms of
aggregate expenditure on education while they are
below the average in terms of expenditure on pri-
mary education. The concept of equalisation can be
validly applied only to primary education. In this sec-
tor, all States except Assam, Kerala, Gujarat, Tamil
Nadu, Mysore and Maharashtra are below the average
and additional funds need to be provided to raise the
level of expenditure on primary education in the re-
maining States to all-States average. In the case of
Punjab and Haryana, which do not qualify for grant
under Article 275, the mark up of the provision under
primary education would only mean that they would
have to earmark a portion of the revenue surplus
accruing to them for the purpose.

15. In regard to Medical and Public Health, we
have indicated elsewhere the norms evolved by us
for supply of medicine and hospital necessarics. The
provision of funds to States on the basis of such norms
would result in a significant upgradation of the quality
of medical and public heaith services in the backward
States. But, apart from medicines, the strength of
medical and para medical stafi has also an important
bearing on the level of medical and public health care
attained in a particular State, From this point  of
view, we have, therefore, looked at expenditure on
medical and public health as a whole and have identi-
fied Andhra Pradesh, Assam, Bihar, Haryana, Madhya
Pradesh, Mysore, Orissa and Uttar Pradesh as the
States which are lower than the national average.
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16. Qur terms of reference envisage that the pro-

cess of improvement of standards of administration in
backward States should be so phased that they can
reach the level obtaining in the more advanced States

over a period of ten years. We have, thercfore, ap-
plied our minds to the question whether the additio-
nal financial allocations, as estimated by us, for bring-
ing the backward States upto all-States average should
be spread over a period of ten years or only the five
years falling within the period of our award. 1t is

possible to argue that the process of cqualisation can
be deemed to be fully accomplished only when the
backward States are brought up, in terms of per capita
expenditure, to the average of the advanced States.
We have, however, worked out the additional require-
ments of the States for the services indicated earlier
only with reference to all-States average of expendi-
ture on such services. In other words, our immediate

Financial provision over the Fifth Plan period for upgradation of
Standards of Administration

objective is a more limited one of providing additional
funds to certain States to come up to a minimum

which we have taken as the average of all States.
We consider that this limited objective can, and should

be achieved within five years, t.c. by 1978-79. Hav-
ing, therefore, projected the provisions needed by all
the States for the services indicated on the basis of
different rates of growth indicated elsewhere, we have
worked out the additional provisions nceded by the
backward States to come up to all-States average of
cxpenditure as assessed for 1978-79. These require-
ments have been spread evenly over the  five-year
period of our award.

17. The additional amounts as assessed by us for
improvement of standards of cssential administrative
and social services are set out below :

(Rs, crores)

States General  Adminis- Jails Police  Primary Medical Welfare Total
Adminis- tration Education and Public of Sche- all
tration of Health® duled Services

Justice Castes/
Tribes &
Back-
ward
Classes
| 2 3 4 5 6 7 8 9
1. Uttar Pradesh 36.03 5.04 2.65 54.30 123.72 55.62 12.80 290.1
2, Bihar 36.21 5.58 39 60 35.19 35.19 15.02 166.7
3. Wesl Bengal 3.84 e .. .. 49.56 .. 18.83 72.23
4. Orissa . 2.04 0.79 I1.88 27.60 7.35 7.40 57.06
5. Andhra Pradesh . .. 0.27 2,61 20.37 15,54 13.83 .. 52.62
6. Madhya Pradesh 12.27 1.62 1.88 3.99 7.38 18 .51 4,69 50.34
7. Rajasthan .. 1.77 1.3% .. 11.31 .. 13.04 27.43
8. Mysore 7.02 ‘. 1.76 16.53 .. 1.14 .. 26.45
9. Haryana .- 0.42 (.11 14.79 2.07 4.17 21,45
10. Assam 4,86 1.65 .. 3.24 8.27 18.02
11. Punjab .. .. 7.02 6.92 13.94
12. Gujarat (10.02) 2.56 .. 6.63 9.19
13. Kerala 1.92 0.77 3.84 .. .. . 6.53
14. Maharashira 0.30 .. . .. 3.33 3.63
15. Tamil Nadu (6.54) ..
ToraL 102.15 18.39 14.63 150.51 292.11 136.95 101 .19 815,84

*It relates to expenditure on items other than medicines and diet.
N.B.—Tigures in brackets not included ip total for the reasons indicated in paras 10 and 12 of this Chapter.

These antounts together with those provided for
separately in regard to a typical States have been taken
into account by us in the determination of grants-in-aid
of the States under Article 275 of the Constitution.

18. The provision of additional funds may not by
itself ensure that they would be utilised for the pur-
poses which we have in view. There have been in-
stances when the States, faced with constraint of re-

sources, have diverted the provisions in the Plan for
essential social services to other programmes. Hav-
ing regard to the magnitude of the special help now
being provided to them for improvement of certain
essential services, it would be in the national interest
to prescribe some arrangements for ensuring greater
accountability on the part of the States for the funds
provided to them. We outline briefly our suggestion
in this regard in the Chapter on grants-in-aid.



CHAPTER XIllII
FISCAL MANAGEMENT

Our terms of reference stipulate that in framing
our proposals for grants-in-aid of the revenues of the
States, we should have regard among other things to
fiscal management and economy combined with effi-
ciency in expenditure at the State level. Fiscal man-
agement is a multi dimensional concept. In the appli-
cation of this concept to concrete situatiops, both
qualitative and quantitative aspects deserve attention.
Briefly stated, in assessing sound fiscal management
one should have regard both to the manner in which
the Statc has endeavoured to raise the resources
nceded for meeting its commitments and also the
manner in which it has deployed the resources SO
raised so as to get the best possible results for the
expenditure  incurred. A review of fiscal manage-
ment in this broad sense will call for a comprehen-
sive and critical survey of the fiscal policies and admi-
nistration of State Governments over a period of
time. This is a task which is too difficult to under-
take within the limited time at our disposal. A re-
view of fiscal policies and administration is already
being attempted in some measure on a continual
basis by Audit and Public Accounts Committees
under our Constitution. Since the advent of plan-
ning, the Planning Commission too has an opportu-
nity of surveying from time to time the trends in re-
venues and expenditure of State Governments and
more particularly their efforts at mobilisation of addi-
tional resources. Programme Evaluation Organisa-
tions at the Centre and their counter-parts in various
forms at the States are also expected to play a part
in focusing attention on areas of inefficiency in exe-
cution and shortfalls in achievement of results in re-
lation to the resources deployed. While within the
time at our disposal, it has not been possible to con-
sider in depth issues relating to fiscal policies, ©x-
penditure controt and quality of fiscal administration
in general, during our visits to the States we invari-
ably held discussions among others with Accountants
General that enabled us to form a general judgement
on the manner in which the State finances were being
managed. We also obtained from Accountants Gene-
ral short summaries of the reports of the Public
Accounts Committees for the last few yeats high-
lighting major financial irregularitics and _instances
of infructuous expenditure. We would only like to
observe that these discussions and the materials fur-
nished to us have left us with the feeling that in
many States the treasury and accounts organisations
need to be considerably strengthened. In particular,
arrangements have to be made without further delay
for the more prompt and effective compilation and
processing of data on receipts and expenditure. The
considerable delays which we ourselves experienced
in getting responsc to our requests for information on
important points having a bearing on terms of re-
ference such as for example number of employees,
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their distribution by pay ranges, norms for mainten-
ance of capital assets and arrears of loans and re-
venue outstanding clearly point te the need for im-
provement of fiscal administration in many of the
States. It is regrettable that we could not get even
the preliminary actuals of revenues and expenditure
for 1972-73 from some of the States primarily be-
cause the treasuries in the States had in turn failed
to submit the monthly statements of accounts accord-
ing to schedule. Somc of the backward States will
get additional rcsources in terms of our award for
improvements of their standards of general admini-
stration. We would urge that some part of these
additional resources should be devoted to the streng-
thening of financial and accounting organisations in
the Statcs without which neither sound planning nor
fiscal discipline can be ensured.

2 We also noticed that in many of the States
somewhat relaxed attitudes in regard to recovery of
loans and tax arrears have been allowed to develop
over a period of time. If these attitudes are allowed
to persist, fiscal discipline will suffer an irretricvable
cet back. In reassessing the forecasts of receipts fur-
nished by the State Governments, we have assumed
recovery of arrcars of revenucs and loans to a rea-
sonable extent.

3. A special aspect of fiscal management that
ariszs for consideration is whether the State Govern-
ments have exerted themselves to a reasonable ex-
tent in raising resources from the sources allocated
to them under the Constitution. The Fifth Finance
Commission sought to measure the tax performance
of the Statcs on the basis of the ratio of per capita
revenue to per capita income of the States and the
same methodology was also followed by the Plan-
ning Commission in determining the tax efforts of
the States for distribution of a portion of Central
Assistance for State Plans.  We devoted some
thought to the question of further refinement of the
methodology followed by the Fifth Finance Com-
mission and evolving certain criteria for determining
the relative tax performance of the States. But we
have given up the effort on the practical considera-
tion that the application of a formula based on rela-
tive tax effort, however designed, would place at 2a
disadvantage some of the States faced with big gaps
on non-Plan revenue accounts. To leave such gaps
uncovered on the ground of their poor tax perfor-
mance, however defensible on theoretical considera-
tions, would jeopardisc maintenance of essential admi-
nistrative and social services for want of adequate
resources. States, both advanced and backward,
which have done better than the average at resource
mobilisation might feel aggrieved that their efforts
ha_ve not received recognition. But, if in the deter-
mination of the principles of Central assistance for



APPENDIX XH

Tapte No: 1
Upgradation of Standards of Admintstration-—Leve! of Fxpenditure on General Administration
(Rs crorea)
1971-72 Foru,dst Period
(Actuals)
Stales 1974-75 1975-76 1976-77 1977-78 1978-79  Total
e S ) [ U o (19747)
1. Andhra Pradesh . 16.07 25. 47 26,70 27.99 29 .34 30.77 140.27
2. Assan . . . . . . . . 5.25 6.29 6.56 6 By 7.21 7.56 34 .50
3. Bihar . . . . . . . 15.006 20.96@ 21.%0@ 2127 2230 23.40 109.83
4. Gujarat . . R . . . . . $.060 11.16 11.68 12.26 12 85 13.47 61.42
5. Haryana 4.09 6.05 6.36 6.08 7.03 7.39 33.51
6. Kcerala . 7.97 10.49 11.02 11,57 2,14 12.75 57.97
7. Madhya Pradesh . 13.67 18,28 19,18 2011 2111 22015 100,83
3. Muabarashua . . . . . . 31.78 41.34 42.97 44,68 46.49 48.37 223 .85
9. Mysore . . . . . . . 9.95 13.25 13.88 14.50 15.31 16.07 73.07
10, Orizsa . . . . . . . 10.36 13.51 14.18 14.90 15.66 [6.30 74.75
11, Punjab . . . . . . . . 7.29 8.86 9.32 9.78 10.29 10.82 49.07
12. Rajasthan 10.49 13.63 14.33 15.05 15.85 16.70 75.50
13. Tamii Nadu 24 .36 30.64 32.11 331.67 35.31 37.03 168.76
t4. Uttar Pradesh 25.85 35.96 37.71 39.5% 41,53 43.56 198,34
15, West Bengal . . . . . 16.82 21.77 22.89 24.05 25.28 26.58 120,57
Total—Ali States"‘ . . . 210.67 277.66 290.79 303.03 317.70 333.12 1522 .30
Per Caplta—all Htatcs"‘ (Aura"e Rs } 6.29
u\[m.ludm non-recurting L‘(pLI‘IdIELlIL in LOHHCLUOH with the ruorgam:at:on of dl:;lrn.ls.
* Pxcluding atypical States.
NLB. Level of expenditure in this Table is prior to upgradations.
APPENDIX XIil
TaBLE No: 2
Upgradaiion of Standardy of Administration—Level of Expenditure of Justice and Jails
(Rs. crores)
1971-72 Forecast Period
(Actuals)
States . 1974-75 1975-76 1976-77 1977-78 1978-79 Tolal
U e M1974TY)
1. Andhra Prade-.h . 4.13 5.18 5.43 5.69 5.98 6.26 28.54
2. Assam 1.37 1.66 1.74 .84 1.93 2.03 9.20
3, Bihar 5,77 7.23 7.58 7.94 8.33 8.74 39.82
4, Gujarat 2.53 3.34 3.48 3.65 3.82 4.00 18.29
5. Haryana 1.25 1.52 1.59 1.68 1.77 1.85 8,41
6. Kerala . 2.93 3.63 3.80 3.9 4,18 4.38 19.98
7. Madhya Pradesh . 362 4.84 5.01 5.24 5.47 5.74 26.27
%. Maharashtra 6.98 8.79 9.22 9. 64 10.10 i0.59 48.34
9, Mysore 3.02 3.91 4.09 4.29 4.49 4.69 21.47
10, Orissa 1.77 2.24 2.34 2.45 2.57 2.70 12.30
1t. Punjab 2.32 3.12 3.25 3.4 3.57 3.72 17.07
12. Rajasthan 214 2.68 2.81 2.94 3.08 3.23 i4.74
13. Tamil Nadu 5.9 7.36 7.09 §.07 8.46 8.83 40.41
14. Utlar Pradesh 7.67 G.98 10.47 10,98 11.51 12.07 55.01
15. Wesl Bengal 6.16 7.6l 7.98 8.36 8.76 9,19 4190
Total—All States™ 57.57 73.06 76.48 80.17 84.02 88 G2 401.75
1.66

Per Caplta—All States* (A\Lr age Rs. )

*l mluchm, atyplcal blatcs
N.B. Level of expenditure in this Table is prior to urgradation.
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APPENDIX Xl

TADLE Nou: 3

Upgradation of Standards of Administration—Level of Expenditure on Police

Forecast Period

{15, crores}

1971-72

Stales (Actilaﬁls) 1974-75 197576 1976-77  1977-78  1978-79  Total
(1974-79)

N 2 3 4 5 0 7 8
1. Andhra Pradesh . . . R . . 16.63 21.19 22,319 23.65 2499 26,41 118,03
2. Assam . . . . . . . 10.72 15.19 16.06 16.99 17.97 19.02 8523
3. Bihar . . . . . . . . 19,06 2481 26.21 26.69 2821 29 .81 135.73
4. Gujarat . . . . . . . . 15.50 20.93 22.09 23.31 4.6l 25.98 116,92
5. Harvana . . . ] . . . . 4.45 §.82 6.15 6.50 687 7.26 32.60
6. Kerala . . . . . . . 7.59 [1.98 12.66 13.39 14,13 14,97 67.15
7. Madhya Pradesh . . . . . 18.06 24.57 25,92 2725 28.87 20.47 137.18
&, Maharashtra . . . . . . 36.02 46.13 48.76 51.53 54.46 37.57 2358.45
9. Mysore . ) . . . . . 10.07 13.53 14.33 15.12 15.906 16,506 75.85
10. Orissa . . . . . . 8.04 10.29 10.86 11.46 12.09 12,73 57.45
1. Punjab . . . . . . 9.86 12.30 13.02 13.78 14,58 15,44 69.12
12 Rajasthan . , . . . . , 12.78 16,068 17.62 iy, 62 19 .68 20.80 493.40
13, Tamil Nadu . , . . . ‘ 18.41 23.39 24.74 26.14 27.64 29.25 131.16
14, Uttar Pradesh . . . . . 27.47 39 48 42 08 44 14 47.30 49 30 222 30
15. West Bengal . R . . . . R 29.32 38.39 40.56 42 85 4527 47.84 214.91
Total—All Siates* . . . 244 .33 324.73 343 .45 361.52 382 .65 403.73  1816.08

7.63

Per Capita—AH States* (Average Rs.)
* Iixcluding atypical States
N.B. Level of expenditure in this Table s prior (o upgradation,

APPENDIX XII
TaBLE No: 4

Upgradation of Standards of Administration—Level of Expenditure on Priary Education

(Rs. clores)

1971-72 Forecast period
States (Actuals)
1974-75  1975-76  1976-77  1977-74 1978-79 Total
(1974-79)
1 2 3 4 5 6 b
1. Andhra Pradesh . . . . . . . 27.65 40.48 42.68 45.03 47.50 30.11 225 .80
2. Assam . . . . . . . . 9.76 16.03 16.95 17,89 15,88 19,93 89,70
3, Bihat . . . ) . . . . 31.48 48 .01 50.76 33.07 56.74 59.97 269.15
4, Gujaral . . . R . . . . 24.26 3810 40,22 42.46 41 .82 47.33 212.93
5. Haryana . . . . . ‘ . . 3.97 6.27 6.6l 0.98 7.36 778 35.00
0. Kerala . . . . . . . . 35.29 50.24 3310 56.08 59,22 62.55 281.19
7. Madhya Pradesh . . . . . . . 23.51 41.20 43.34 45 .61 4804 56.54 228,70
$. Mahurashtra . , . . . . . 43.22 66.47 70.20 74.14 75.32 82,72 371.85
9. Mysore . . . . . . . 25.32 36.10 38,11 40.25 42.5] 44.90 201.87
0. Orissa . . . . . . . . 9.02 15.12 153.93 16.78 17.68 15.64 84,13
1{. Punjab . . . . . . . 7.38 11,90 12.58 13.27 14.03 14,82 66,00
12. Rajasthan . . . . . . . . 13.03 23,35 24.65 26.02 27.438 29.02 130,52
13. Tamil Nadu . . . . . . . 39.20 38.64 Gl.98 65.50 64,24 73.20 328.56
I4. Ultar Pradesh . . . . . R . 35.09 57.87 60 .89 64.07 07.44 71,00 321.27
15, West Bengal . . . . . . . 21 .40 392 13.71 35.63 37.63 3v.77 178.60
Total —All States* . . . . . 351.64 541.72 571.71 603.38 036806 672.28 3025.95
12.71

Per Capita-—All States™ (Average Rs.)

*Other than atypical States.
N.B.  Level of expenditure in tus Table is prior (o upgradation.
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APPENDIX X1

TasLr No. §

Upgradation of Standards of Aduinistration—Level of Expenditure on Medical und Public Health (Other thaw on

States

CAndhra Pradesh
. Assam

. Bihai .

. Gujaral

. Harvana

. Kerala

. Madhyi Pradesh .
. Maharashtra

. Mysore

. Orissa.

. Punjub

. Rajasthon

. Famil Nadu

. Ultar Pradesh

. West Bengal

Total —All States®

Per Capitu—All States* (Average Rs.)

#Other than atypical States.

medicines and diet)

{Rs. crores)
Forecast Period
1971-72 1974-75 1975-76 1976-77 1677-78 1978-79  Total
(Actuals) 1974-79

13,10 P984 20.95 2213 23.35 24,67 110.94
510 7.05 7.45 785 ¥.29 5.75 39.39
15.31 21.03 2223 23,50 24 %t 26,22 1i7.51
10,41 17.81 18,80 19.52 20,91 22.07 99.41
3.05 4.85 512 5.41 5.72 6.04 27014
10,67 15,10 15.95 16,85 17.80 18,81 34.51
10. 14 17.79 18.73 19,73 20.77 21,9 98.92
24 .51 33.83 35.76 37.61 39.95 42,22 189,57
9.88 15.62 16.48 17,38 i8.34 19.35 §7.17
6.49 G.87 10.44 11.03 11.63 12.29 35.26
6.13 G.97 10,54 114 11.77 12.46 55.8%
15.00 23.5¢ 23,83 26.25 2774 29030 131.63
17. 7% 27.1 2862 30.23 RIS RENE 131 .61
15.73 33.24 35.00 36.85 35,84 40.92 184,583
20.45 29.99 31.06 33.44 35.30 37.28 167.67
183 .81 286.62 302.56 319.142 337.16 356,00 1601.76

N.B. TLevel of expenditure in this Table is prior 1o upgradation,

6.73
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APPENDIX X1l

TaBlE

No. 6

Upgradation of Standards of Administrarion—Level of Expendituve on the Welfare of Scheduled Castes, Seheduted Tribes

States

()

. Andhra Pradesh

. Assam

. Bihar .

. Giujarat

. Haryana

. Kerala

. Madhya Pradesh .

. Maharashtra

. Mysore

. Orissa. . . .

. Punjab . . .

. Rajasthan . . .

. Tamil Nadu . . . .
. Llttar Pradesh . .

. West Bengal

Total—All Siates*

Per Capita—All States* (Average Rs.

() Scheduled Castes
ih}y Scheduled Tribes
() Other Backward Classes

* [xcluding atypical Stales.

and Other Back ward Clusses

(Rs,  crores)
Forecast Pariod
[971-72 1974-75 1975-76 1976-77 1977-78 1978-79 Total
(Actuals) 1974-79
(2 (3) 4 (5 (6) 9] ()

11.91 13.80 14.49 15.21 15.98 16.77 76,25
.09 0.11 0.11 .12 0,12 0.42 0.58
4.36 5.05 5.31 5.58 5.385 6.13 27.92
3.52 4.07 4.28 4 .49 4.72 4.96 22,52
4.03 4.66 4.89 5.13 §5.39 5.06 25.73
11.46 13.26 13.95 14,64 15.36 16.11 73.32
4.53 5.25 3.51 5.7% 6.07 6.7 28.98
3.39 3.92 4.12 4.32 4,54 1.76 2t 66
3.58 414 4.34 4.57 4.79 5.03 22.87
1,30 .50 V.57 1.63 1.73 .82 8,27
11.29 13.0% 13.73 13.41 1513 15.89 72.24
6.76 7.83 §.22 8.65 5.06 949 43,25
1.83 212 2.23 2.34 2.47 2.57 11.73
68.05 78.79 82.75 86.89 91.24 95.68 435.32

5.77

10,01

0,37

Notes:—]. Per capita figures of expenditure in respect of Scheduled Castes and Schedulad Tribes have boen worked out with reference

10 the respective population of these in different States.

based on the toial population excluding the population of Scheduled Castes and Scheduled Tribes.

2. Level of expenditire in this Table is prior to upgradation,

As regards ‘Other Backward Classes', figures of per capila expenditure  are
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TABLE No, 7

Major Heads of Account

f. Non-Developmental Heads :—

. Developuiental Heads - —

D—Social and Developmental Services :

A—_Colicetion of Taxes, Duties & other Principal Revenues:
) 27. Scientific Departments
4. Taxes on lncome other than Corporation Lax. .
28. Education.
9. Land Revenue. -
29. Medical.
10. State Excise Duties. .
30, Public Health.
11. Taxes on Vehicles .
¢ 30-A. Family Planning.
12. Sales Tax. .
31. Agriculture.
13. Other Taxes & Duties.
€ 32. Rural Development.
4. St 5. .
' tarps 33, Animal Husbandry.
15. Registration Fee 34. Co-operation.
B-—Debt Services: 15. Industries.
16. Tnterest on Debt and other obligations. 37. Community Development Projects, N.L.S. & Local Deve-
17. Appropriation for reduction or avoidance of Debt, topment Works.
18, Labour & Employment.
¢ .Administrative Ser ices 19, Miscellaneous Social and Developmental Organisations.
13, Parliament and State/Union Territory Legislatures. E—gl;‘lgéf;r?ose River Schemes, Irrigation & Electricity
2 inistration. . .
19. General Administratior 42, Multipurpose River Schemes.
ini i Justice. L L .
21. Administration of Justice 43. Trrigation, Navigation, Fmbankment and Drainage Works
22, Jails. (Commercial}.
13 Police. 44. Trrigation, Navigation, Embankment and Drainage Works
Ml {Non-Commercial).
131, Jammu & Kashmir Militia. o .
. 45, Flectricity Schemes.
55, Supplies & Disposals. ‘ o
uppi " 48, Capital Outlay on Irrigation cie. met from Revenue Non-
26. Miscellaneous Departments. Plan Expenditure
_Miscellaneous : . . . .
i—Misce F—Public Works (including Roads) and Schemes of Misc.
64. Famine Relicl Public Improvements:
65, Pensions and ather Retirement Benefils. 50. Public Works.
66. Tertitorial and Political Pensions. 52, Capital Outlay on Public Works met from Revenue,
¢7. Privy Purses and Allowances of Tndian Rulers.
. o G—Transport and Communications (Other than Roads):
8. Stationery and Printing.
: 53. Ports and Pilotage.
71. Miscellancous.
57. Road and Water Transport Schemes.
1I—Misc. Capital Account within the Revenue Account
i ¢ Sions. GG—Canital ajc. of Transport and Communication other
72. Commutation Pensions than Roads within 1the Revenue Account :
- ‘hutions and Misc, Adjustments: .
J—Caontributions and i ‘ 60, Capital Outlay on Road and Water Transport Schemes.
76. Other Miscellaneous compensalion and assignments.
K—Extraordinary ilems: 1—Miscellaneous :
70. Forests.

78-A. Tixpenditure connected with National Emergency.
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Tramfers from Centre 1o the States by way of shares of taves amd Duries and Granis-in-aid ander Arncle 273

States

. Andhra Pradesh .
. Assam

. Bihar .

. Gujarat

. Harvana

. Himachal Pradesh
Cdammuo & Kashmir
. Kerala

- Madhya Pradesh .
. NMuaharashtra

. Manipur

. Meghalaya .

. Mysore

. Nagaland

. Orissi

. Punjab

. Rajasthan

. Tamil Nadu

. Tripura

Littar Pradesh

. West Bengal

Total <

of the Constintion

{Rs. crores)

7 l"rar:sfer dJrring. 1969-74 onrlhe Baéi‘; of the E:al11atcd lfa;ﬁs-fél'-.;iuril1g I‘)%‘;t-'f‘) ol tilc
recommendations of the  Fifth basis of the recomwmendations of the
Finance Commission Sixth Finance Commission
Taxes Article Tolal  Pereent-  Taxes Article Towal  Percent-
and 275 Granl ageofthe and 275 Grant age of the
Duties® Total Dutigs* Total
4778 65.01 412.79 7.7 570,08 205,93 776.01 hi L
109.91 8418 194,09 165 185.09 254.53 439,62 .57
508,73 508.73 9.57 738,44 106258 844,72 X7
230,82 230.82 4.34 36864 I6R.64 3,83
15,27 75.27 .42 120.66 120.66 1.26
225 27.68 30,22 0.94 43,10 160,96 264.06 2,12
41.66 73.68 115.34 217 3R.79 17349 232,28 242
18313 49.65 23278 +4.3% 271.04 28,93 479.97  5.00
300 343,10 6,43 543.57 543,57 5,66
48682 436,82 9. 16 T11.53 L5 7,40
3.43 21,37 26,80 (.50 11.4% 113,53 12% .01 .13
7.60 1,24 18.84 0.35 12,85 7467 87.52° 0.9
12929 17.99 247.28 4,65 AR3.6d IRI. 64 1,99
3,60 77.95 31,61 P54 6.%3 128.84 135.47 I.41
182,70 104.67 287.37 5.4l 272549 204,73 57732 6.
11317 3.7 13 168,97 168.97  1.76
2350 1.49 265.05 1.9¢9 133,39 330,53 563,92 5.K7
347,96 22,82 370,78 6.97 53457 518 57 5.6
.10 24,64 3.4 0.64 £9.69 112,50 132,19 1.38
772 .47 747 14,53 115022 198,83 1349.05 {405
27630 72.62 HK.92 8.4 588.07 RRE 16 ¥22.93 5.56
00 100.00  7099.24  2509.61  Y608.85 100.00

4605,

710.99  5315.99

*Includes share of grants in liew of Railway Passenger [“arey Tax.

.
w3
~I
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DATA RELATING TO DEBT
POSITION OF STATES
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