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As in well known our Constitution, ri;-ht frow the ' t i ~ e  of its 

orisin, h i s  bcen only w m i - f  edi-:rd in ch:;.r.-.cter. Uc;'v;ilcxc Is the. we:-;k- 

neas of it6 feder;~,l ch:.s::>cter :);ore tviZerkt th.:n iTi the ;;rovisior,s of 

Cons t i t u t ion  r e l r r t i ng  t o  f i!i-~i&i.?l r c l r t i o n s  krhiclz, except f o r  the  

provfsions relLtiny to the Finmca Co;z?iissj or., were lerh!ely tsken from 

the Goverruuent of India Act, 1935. The uedcness derives from tile ba?ml:.'ncc! 

between the Centre a d  the S t z t e s  in t h e  cmurce  =ising polders b u i l t  

into the Constitution i t s e l f .  

l'ho Cons t i t u t ion ,  however, recognising the bb: l a c e  in zccess 

to  resow'ces of the Centre :ma - t ie  3 t:ites, m:~kes a nunber cf ..eni:blln~: 

provisions in this reg*;rd, Tiieae provisions rctflect the cle2.r reco~ni-4 

tian on the  pyxt of o w  Constitution c:~kers t h d  the 8trctes would not be 

r<c.le to meet :,dequately the ex$< nd it u r n  f a c t i o n 3  assigned t o  them unless 

tkey could h , v e  ncccss to d d i t i o n - 1  resources. These provisions c m  be 

ahid t o  go further .?nd conmcte ti;::t coin8 by the d i s t r i b u t i o n  o f  rnvenuc 

r:sising powers between the Ce~tre ?,nd the St.tea zs loid down i n  the 

Constitution, it is  the Centre which would be in a position t o  rsise 

resources in excess ~f its requirements for f b i c f n g   it^ own expenditiire 

h o t  ions. E'urtl.lerrnore, the Const i tu t ion c:+n d s o  be szid to reooenise 

t l : ~  need f o r  an eur.cngerr~cnt under which resource tr.:~i-ui'er *or$ the Cert t re 

to the S t c t e a ,  t&ca place in ?. uL-mer t h ~ t  is f r e e  from the Centre's 

discretion and as autorn,:tic a s  poosible.  This, we Ircl.l.eve, must h . v e  

been the spirit underlyinlj the p ~ o v i s  lone in the Conot i tu tion env irreging 



t r a d e r s  by WQ* of t ~ x  6klrffii~g .33 w r ; l l  :is gr~nt8-in-&id ::f revenue, 

wit!: the lotter he inp nl toge  ther open-ended i n  t k t  their devolution 

is l inked t o  only ''tile w e d  of ~~ss i s t -me"  of the Stztee. These 

tr~nafere \rere to l;e s.xde i n  sccor&-z.ce !with t h e  ~ewi~rct of t h e  Finmce 

In tr:e first thix,ty yearsi, op eo, since tne Cons t i tu t ion  cme 

into effect, stresses 2nd ~ t r ~ i n s  experienced in feder3.1 relat ions hzve 

been l!-agely the result  of t ~ i e  dil'f iculties fr:ced by the St;?tes in 

dischrgicg the respcnaibil it ies ,ssign& t o  then on 3cco;lnt of tke 

aklortz-ge of resources. do doubt, these d i f f i c u l t i e s  hwe  stermned from 

t n e  imbr.l,wce b u i l t  icto the ConstStution. At t he  s:+me time, however, 

t h e  diepraport j.on origin.:-lly Guilt in by t i l e  Con3 t i  tution h s  further 

been accentrated by cbnss introauced subsequently . V P ~  ioue constitutional 

amendments :md other en;?ctzcnta hs.ve cligped the St;,teat revenue r.~.ising 

powere substaut j.nll::. Thus ,uiCer the Const i t ~ t t i o n  [Sixth Amendment) Act 

of 3956, taxes on sale  o r  vchr:se of goocis i n  the  course of inter-State 

trade or  connerce w a s  d d e d  t o  the Gnion Lise &s item 928. 'hen the 

prcf'it t.03 ?c?yable by .corri;/mies :i::s nade non-divisible b:. 2 more s t roke  

of' pen :$11un it,  redly r. p,-xrt o f ,  i t ,  ceased being called income tax. 

b r e  recently, r e s t r i c t i o n s  were Sr~~posed on Ststes' Fowers t o  h p o a e  

taxes on export szles ,and t-axes on adver%iuenents broa6ccst by r,%dio 

nnd television were excluded f r o n  the  St*. . tea purview. Since 1957, 

additJonol excise dutiee hzve been inposed by the Centre on t ex t i l ea ,  

tobecco md sugar i z i  lieu of srdeo t:.x by the S t - ~ t e s .  

Ukztever the f o m d  p o s i t i o n  aa created by stt&utea, old o r  new, 

p a t  %t l e ~ s t  of the imbr,l?rIce, tkt  h;,e energed in regilrd to the Stblterr' 



r ~ s ~ ~ o n s i b i l i t i e s  and their resouj!ces, is zlso an outcoc~e of the nvlner 

in which the collstitutiowl scheme of resource trmsfer hos opsrr~ted in 

practice whereby the Stfites k-ve become n1oi.e :ad more dependent on 

resomce trtnsf era of norr-stntutory t y - p ~ s ,  i, e. , of the ty2es th;it .we 

outeide of the nchemc of rebcurce trxlsfur envisage6 i n  tne Constitution 

a d  z,re not eu tomatic 2nd free fro111 aiscxetion,ary interference. 

In this paper, an nttexpt has been ~ d e  p r i n c i 3 d l y  to review 

tne major cl-mnges in resouroe flows from the Centre t o  the States  pad in * 
m;t&tude and nature of f Frwncitll dependence of the S t s t e o  in the course 

of the last t h i r t y  ye:.re or so. 

Centre'a c o ~ d ~  position 

The distribution of receipts,  as they accrue before trmders x i e  

effected t o  the States, given in Rows 1, 2 and 3 of Table I, show3 the 
I 

extreme concentrs?t ian  of both reveuus wid c.%pitczl account receipts with 

the Centre right from t h e  very outnet. Of the t o t a l  revenue account 

receipts mobilised by both the Centre :uxi the S W e e ,  t h  shme of the 

latter now .is ,:nly 3746. It is noteworthy that this shcze has come down 

from the level obtaining during the first dece~de of planning when it wna 

over 4%. The share of the States in  the nobili~ation of capi tal  account 

receipts raised by the Centre mi the States to~ether has been much emaller. 

This share htts remabed at about one-fif th of the total practically all 

through tha period under review. Thu3 t h e  St,?.tce' ulwre in the zggreeate 

budgetary receipts - revenue and czpit?3 (exc lud iq  def ic i t  f iruncing) -is 

currently leao thm one-third. Thiz proportion has also come tiown over 



t lm perio& froro 3% &I t h e  F i r s t  P1m i .eriod,it  decZined t o  32% in t h e  ' 

S i x t h  Plm 3eriod. Even t he se  f igures  ;reject a less t i l t e d  p ic tu re  t i~xn  

it a c t u d l y  is. For i l k  the c:-lculetion of the St:&test own c r p i t d  . 

a c ~ o u n t  r e c ~ i ~ t s  m e  inc luded  receipts on account of ' internal debt' 

ovcr which the St;tes h; ve i n  e f fec t  v e r y  l i t t l e  c o n t r o l  sh:e the moun t s  

thus ra ised  are  subscribed by the finr?oci,zl institutions which are under 

the con~plete control of t!le Centra. The quota f o r  borrowing f o r  

ei.ch S t r t e  is f ixed by the  Centre4 l i l l  the being 

in de'bt t o  the Cer,tre they b.ve, under Article 293, t o  get  the  Centre 's  

permission f o r .  r a i s ing  10-ns wkte-~er t h e i r  source and whatever be the 

purpose including that of covering the budget def ia i t .  It 

is to he noted in t h i s  context  t l ~  t trie S t a t e s '  s h a e  of m.mket boxrowing 

has been on t h e  decline, n poin t  t o  which tre sha l l  revert l a t e r  on In 

this pciper. 

The pict-~lre in s e p r d  to the distr Fbution of t o t a l  b u d g e t u y  

resources bctween the Ce;,Cre 2nd the Str.tes looks  much more bclcnced when 

resource t r an s f e r s  a re  taken i n t o  account. This cpn be seen from Rows 4,  

5 and 6 9f Tahle I. h fac t ,  in regard t o  revenue a.ccowt. reoeipts the 

2os i t i on  tod2y see;;a t o  be somewr~.t nore f ;~vourab le  t o  the '  S.t;..tes compnred  

t o  what it ~ 2 s  in the First plzn-period, though fo r  more thr:n h ~ l f  of t i l e  

t o b J  period covered by this review the St:>tesl relative p o ~ i t i ~ n  in 

rep : rd  to the  s k i n g  of even revenue account r ece ip t  was not  q u i t e  as 

good as in the terrcinz.1 9lan-periods. 



5 

'&en wk: cor:e t o  c iq i  to7 a c c ~ u n t  r e  ce ip t s ,  t he  S L ; L I ; ~ ~  

share can c l e a r l y  ?JC s e n  t o  t;::ve !j'-lff.?xed z s i g g l f i c a r l t  de ter ior ,? t ion ,  

lmving come clown froni 55 per ccrit in t he  First ~l:?n-period t o  37 per ccnt 

i n  the Sixth  ;,la ;:,eriod. Hero j.t olrglit to be added tC.lrt in workine nut 

t he  S t : . t ~ s '  sht~-ce or" cnpitnal receipts, Crtntr21 tr3,fisfers to tlie states 

on capital account k v e  aloo beec 12hn into accocnt. In  f ac t ,  the 

de te r io ra t ion  i n  t t c  Centre4 tz te skirinp! of the  o v e r d l  cspi t z l  ,account 

receipts is the consequence of the decline in t he  ocpital account 

tr~nsfers fron the Centre to thc ;jt:ttes- A s  c m  bo seen fron Frow 6 9f 

Table I the  Sta tes '  o v e r d l  access to Ijudgetnry reeources h ~ s ,  as i c  

comequence, ~uf f crcd  c dec l ine  over t h e  period under review. 

Access t o  budgetmy resources h:s, of course, t o  hsve a relr..tion- 

chip t o  the need for  i;:le ir ilse, i.e., for meeting budgetmy expenditure. 

A t  tlx sake bins, one kL.a t o  : c:n cnwti.on in rslsting resources to 

expenditure ex ~ o s t ,  pc3;rticul:trly becmse, give11 the severe con strnints . 

on their a b i l i t y  t o  resort to deficit fin,mcing, expenditure sotually 

incurred by the States !us,  m o ~ r  or less., t... match their receipts. In 

fact, ss noted above, t h e  freedom of the States l a  severely l imi t ed  w i t h  

respect noti only to Lncurrirlg - - w h n t  is narrowly referred t o  no  d e f i c i t  

but also t o  raising fundo t k m o ~ g h  borrnwinc. A11 t h e  a m a s p  it is worth- 

while looking 8,t the  expenditure side. 

Government expenditmec are  o f t e ~  c l n s s i f i e d  under dcvelopment~.l 

and mon-deyalnprnentnl haridn.d As czn tw seen from fable I1 ( b s  5 .nd 6 ) .  

a t  the beginning of the plrlnnine era, ?- qu~xter  of the Centre'a ~;.:grcg;zte' 

expenditures cvld two-tt-lirde of t h e  S te tes ' e,qp,regate eqendi  ture s were 



developental  in n ~ t m e .  'ibis wris  quits mderst~~ndhble since 'the develop- 

rnent hecdn cxxe lrirgely within t h e  purview of t!:e stntes uncle2 the  consti- 

tut ionnl scl?en:e of a i v i ~  ion of re spanaibll i t i e  s be tween the C;e:-l;re md 

the States. Indeed, %tie r e l a t i v e  s h e  of development ex~enditures in 

the S t c t c s '  sgpregate budgetcay o-utlzy h w  been rising ?ad in the pxst 

ten years or so it has bean close to 75 percent. Cnznges in clnssFfication 

notwithst~riajng, the increase in the relat ive share o f  develo2ment expendi- 

ture k s  been quite genuine. kt the s a e  time, the s i m e  of drvelopment 

expenaitures in the Cestrc ' s aggregiite out l n y  (excluding 8r~m.t s 2nd IC~~D!:: 

t o  t h e  8t:xtes) ha8 incre;lsed much more' significantly, The s h a e  of 

develcpent expenditure in the Centre's o u t l , ~ y  him gone up fzom 25.3 per 

oen't in the 3irst plan-period t o  49.2 Ter cent in the Sixth plan-3ericd. 

llhile the enhmced sG;;re of deve l o p e n t  expenditures in the 

budgetary o u t l a y 8  of the Centr~l. as well ns St?. te  bvernmenta os!n rightly 

be considered as indic::tive of :: hedthy trend, the r e l ? t i v e l y  highex 

increase in the Cerltre's development expenuitures cap also be tsken to 

reflect a g r e ~  ter involvement by thc Centre in 9phereB of ect iv i ty  which, 

as pcinted out above, the Constitution assigns t o  the Stc,tes, It is proposed 

t o  axzmine t n i u  aspect of  the Ce?ltre's development expendituresunder 

various he.?,da in E! subaeq~ent  paper. It i s  sufficient for our present 

purposes to note tmt since the  Stfites' Xccess to budgetcay resources km, 

28  noted zbcve, suffered sonie deoline over the y e a s ,  given the s h ~ r e  of 

development expendituraa in their qgregate o u t l ~ g ,  reductlan.of resource 

flows to the States coula have acted f t s  a major brake on the developmental 

aot iv i t i ea .  



States' increa8h.q dewnde~ce - 

We referred ,:hove t o  the  irilportrcnt role of C e n t r e S t n , t e  rosource 

tr,msf era in r e s t o r i n g  ti bnlzrice i n  t k i ~  Centre-State distribution of .qpre- .  

gate budget-bry resources. But t he  :gp:eg;:te trmsfers (of a l l  types) from 

the Centze to the St.:tee as :: propor t ion  of the Centre's tot:!l receiptu 

i revenue emd c =pita1 inc luci ing  defic i ta) deb1 ined somewl~.?,t over t h e  ;;cz.iod. 

A s  c;.n be seen from 'i'zble III (Bow 4 ) ,  except during the First and the 

Fourth Plans, ,z&regete t r ans f e r s  from the Centro to the St:!tes never 

exceeded one-third of the aggreg~te Ccntrd-receipts. Although revenue 

account t r rnsfers  registered significmt increzses,the ahcare of loan .  

tr<*nsfers t o  the Stg.tes m z proportion of the Cecke ' a  capitzl ~ccount 

receipt8 d e o l h e d  shmply; in the F i r s t  F1.m ,@riod tWs shilre w?s 61 -5 per 

cent m d  in the S ixt h $ 1 ~ 2  period i t  h.d come down ta 27.1 per cent. T h i s  

was despite the fact  that the Centre i t se l f  c o n t b u e d  to depend aubstznti.%lly, 

in faot, increesingly on capit 'd ~ccount receipts  as ;L source of finance. 

(see Row 5 ,of Tq,ble iii) - 
Even.though, .as stated .?hove, the Centre h a  been trmsf erring to . 

the States only c?round one-third of its t o t d  r e c e i p t s ,  these transfers k~ve 

been a source of important auI;port t o  the Ststes. lu cm be seen from 

Tzble  TV, ourrently (i.e. d u r i n g  1979-64) 41.6% of the States' aggregate 

expenditures (revenue mcl capital) 3xe f inmced out of the Central trmnf era. 

The Statee would not h2ve been able to inour the expenditares they d i d .  

?ad provide dorresponding services, but fox  the trwlsfere from the  Centre 

on this scsle, A t  the anme t h e ,  this can  be taken PB 2. heaswe  of the 

Stctes,' dependence on the Centre. however, the dependerice of the States  on 

f i n a n c i a l  trnnsfers from the Centre, as rnec~ured in aggregate terms, does not 



tel l  t h e  c o ? i ~ ~ l ~ t e  story. 

1'1 lrcu..isf$rs effected un&er a cle.wly lcid dorm frmework, m d  

withcct den:-nding wy quga~ro=~ ir, term; of d h e r e n c e  t o  certain 

conditions, c.-n Se s:;id t o  irnginge less on the &trltesf 3utono~by wi-thin 

their sphkres t lxn  t r m s f r r a  effected by the Centre on 3. ddscretionay 

b ~ s i s  :ind crrrying ccnei t iona ,  explicit o r  inpl i c i t .  Also, since these 

tr~, . .sfers ?re made in pursu.qice of t5.s . r ~ w , ~ d s  of :t Fin,mce C o m r ~ i a s l o n p t h e ~  

zre, by md lace ,  :~utom-.tic ,and c:~ be s;-id to 'm f:ee fro@ d i s c r e t i o n ~ ~ y  

interference from tile Centre. But ,  5s  csn be seen from %ble V, during 

the  period under x~view, tr;u~sr'crs under the aegis of the Pinlnce Comirjsions, 

r e fe r red  t o  here&& :IS s tp+tu tory  trmsfers, ,?.ccounted f o r  only two-f ifths 

of the ~ ; : r e g k t e  budgetusy tria~~sfers. I n  f::ct, dur ing  the fixst two deczdea 

of planning, the sklrlxe of stntuCory t r : s r~sfers  . hcixdl y ever exceeded one- 

t b i r c l  of the  ?.(5ereg;-,te &11tr?.1 tr?.s.sfers. L,-.tely ( i i e b  in the poet one 

deoade) however, t h e a  weightxge l~zs improved somewhnt and they hzve accounted 

fo r  over 40 t\er cent of the tot:il Sentr:ll trcnsfers t o  t h e  States. 

Three - f i f tLs  of t h k  Centrd trmsfers to the St.?tes hcve b. en 

eif ected by the P 1 . m i n . g  Comission ?ad the Union Ministries. These t r m s f e m  

kli~ve e high d i s c r e t i o m y  component, T i l l  the Fourth Plan, the Cen t ra l  

p l m  esaist~nce w:!s zelated to the schemes in t h e  S t a t e  plans, and each 

schene wr,a individually ole:xed by the ilanning Co~nmission. V i t h  the h t r o -  

duotion of t h e  Cadgil formula for. plm o,ssietance,Z1 f r an~  the Fourth ?lan 

onwards, plen ass i s t~ .nce  hza  cer tn in ly  become consldera3ly less a iscre t  ionmy 

and more :.-.utomatic. ; jut t h e  ifilportance of the Gh~dgil formula i t s e l f  h e  

been progressively whittled down 2nd now almost 5@? of the Centrcl plan 

a a s i s t a ~ c e  to the St;rtea is given outside tk1e formule. 



Tr,znsf or8 a ~ d e  to t!.e ST-... tes o t k ~ e r  ~ k i  in pursusnce of the  
or 

Firwce aonl1,1138'i'om ~xc~sLby trr;y  of p1;m 9 ss 2 stance (skiown in col . 3 of 

Teble V j  r l r e  r e fe r red  to as d i s c r o t i o n u y  beac?,use except f o r  the s b r i n g  

of smll srvin.n&e ;these sccount for  dose t o  30 per cent  of to t21 discre- 

tionary 'cranofers d ~ l r i n g  I S ~ F . - Y ~ )  which is for~uula-bosed 2nd therefore 

not subject t o  vf : r i~ . t ions  in s h ~ r e s ,  ths  rest is comprised lzrgely of 

sssiatanoe f o r  ver ious  Cent rcl m d  Centrally s ponsored schemes .y ThOngh 

the States have betn ne~lr-unwlirdous in opposing the pxollfer;.,tion of 

these sche~res, tilt? hpor t a r l ce  of t! i~se scheme8 as ch-mels of rescurce 

transfers is on the incre:~se .  T h i s  cm be judged froro the  f ~ c t  that 

during the last five years, 1979-€!4, assistance for the Central ?nd Ceritrdly 

sponsored ochmes t oge the r  added upto ebout 35 per  cent of the Sentrnl 

plm csoiptance for S t a t e  7lr;n schenies as corngared to 31 per cent d : ~ r i n g  

the Fifth plm. It is d s o  worth~hile noting t ha t  aheme-wise Central 

transf~re ?re  ususlly tied to natching contributions by the dt,ctes tl,em- 

selves. ~ k ; i s  nlems . t )~ r : t  the inore t t e y , , t r y  60 2v:iil thc?msei"es of such 
, . .  . '  

Central funds,  the loss t i e  St~tes pxe left with t h e i r  internally &eaerzted 
I 

r e so -nces  t o  be  used for their own schenea. This t he re fo re  could upset t he  

Statea' own priorities.  4/ 

The fact, t h t  only two-fifthe of t he  Central Cransfers ,are 

effected w i t h i n  the f rarework of the const i tu t ional  provisions governing 

the role of the pinmce Commission, c:-a be said to r e f l e o t  on how the 

cons t i tu tSone1 scheme hss been sidestepped i n  actual prantice.  According 

to K.Santbnam, the f inancinl r e l a t i o n s  between the Centre culd the- %.tees, 

a,c .onceived by o m  constitution m h e r s ,  m e  baaed on two assupt ions .  The' 



first is that tile mzin &sj.stwce requlred f r o %  the Centre would be in 

the natur.t! of t w e s  ?mi g r m t s  to;..;xds recurring ravenue expenclituxe of 

the Gtatee. Thou&+, under Article 293, t he  Centre is empowered t o  m d c e  
* 

lwne tn the States or  t o  give gusr~ntees i n  respect of locms raised by 

t 'hei~,  it was cootzuplated tkit nornelly the ccpital neede of .I State 

wcjuld be met by its obrn bnrrowings. The second 3ssumption is that the 

Finanoe Comission would be the chief instrument f o r  determining the 

subvent ions ad g;'-~,ts and tho discretionary pzrapo,ph under Ar t ic le  282 

w o ~ l d  be used onu  fo r  special emergenciee l ike  famines, floods or 

9 t h ~ ~  i13.turzl oalamitieseY 9ut these ~ s s w ~ t i o n s ,  as s p l l e d  out by 

S m t U ,  broke down in actual pragtice on account of the resort t o  
* 

b t i c l e  282 for extending z s s i s t m c e  to the state8 by w w  of gcmts, As 

a resul t ,  Article 282 gl~nts  now 1:)79-84) aococrnt for mound nine-tenths 

of the tots,l C e ~ t s a l  p z n t s  t o  the Stetes .  This aea be seen from Table  VI. 

The excessive use of Article "12 f a r  purgoses ot'ner ttim whet were o r i g i m l l y  

envisaged in the Const i tu t ion  h s  often Seen commented upon. According t o  

the IiRC Study Gmup on Centre-St.-.te r e l ~ t : ~ o n s ,  this practice was not 

"const i ta%ion~-l ly  neat", &/ 

nationele behind Centred Low3 

While, as noted, the Consti tut ion does not  altogether preclude the 

use of loans as an instrument o f  Cen t rp l  t r ~ m a f e r s  t o  the  Ste.tes i ~ r t i c l e  

293 clearly envisages a s i t u s t i on  where the S t ~ t e s  mpy be indebted to the 

cen t re ) ,  the  substantive provisione on Centre-State f i nand in1  relations on ly  
1/ 

envisage transfer by w q y  of tax  sharing 2nd gr:m-r;s u n d e r h t i c l e  275. In 

aotual f : tc t ,  however, l o m b  from the Centre b . v e  been a m j o x  means of 



transfer, not only of non-st:dv.t~i:r tr.-:r:.sf?rs but also of t o t d  Central 

transfers t o  the Sta tes .  On the o ther  k23, :I~~tes' borrowings under 

Article 292 have at no time exceeded 15 per cent of their total capital 

receipts, Currently, i.e. during 1979-84, 16 has accounted for only eight 

per cent. (see Table VII) . It ought to be added however that  the position 

of Central loms t o  the S t a t e s  relztive t o  t a x  transfers and grants (statu- 

tory and non-statutory) has been on the decline. fable VI bringa t h i a  

out, 

The oontinuing importance o f  loans Fn Central transfers and the 

problem the  state^ fece t o d w  in regard t o  the servicing. of their debts 

t o  the Centre  are int~rcomected. The lower the proportion of loans in 

Ccntral trmsfcrs, the omaller would havc been the increase in the S t a t e s '  

indebtedness. The issue which has not been faced squarely is whether it 

serves any major purpoec to effect z, substantial part of resource-transfer 

from the C:.ntre to the States in + ' 2 form of loans. One' argument in 

defence of lend- rather than making outright payments is that the Centre 

i tself  raises a subs tas t ie l  par t  of its t o t 8 1  reBowceB in borrowing. As 

much aa one-third of the  aguegste budget,a.ry receipts n? the Centre was in 

the nature of cap i t a l  rec$ipts excluding d e f i c i t  financing, during the 

Sixth plan period (See Table  V I I  Row 7". This  argument could be met q u i t e  

easily by requiriqz that in my aesessrnent of the Centre'e resources ror 

the puposea of fixing the statee' share therein, debt serviciryl (repayments 

plus intereat okuqes) should first be provided for. By doing so,  there 

could be no objection that Fn the  sharing of re~ources between the Centre 

and the 'states, the former ' a socess to resouroes uaa beink overstated. 



Another erganent is th;?t resource trmafer through loans 

ensures productive use of yesoucse  thua trrrlsferred. It i s  doubtful 

thnt this = w e n t  i a  advilnced with much seriousness, rewinbering tht 

almost two-thirda of resource tr.cnsf er ,are drertdy t~dcing place in the 

form of outright p m e n t s  i.e. shrring and grants (see Table VI 

Rows 46). This, however, must not be oonstrded t o  inply that the Stz tea  

are necessarily using efficiently the m o u n t s  they receive from the 

Centre  by way of outright receipte. To ensure ef f ic ien t  use of resources 

by the Sta tee ,  regmdless of the eouroe from which they -.xe r::ised, it 

is important t o  make sure that at least the saheme of Centre-State 

resource sharing does not put a premium on inefficiency. Can we s a y  th i s  

wi th  respect to the scheme currently in operation? We come t o  this 

question a l i t t le  later in th i s  paper. 

S t i l l  another = w e n t  advanced in favour of resource transfer 

through loans is, the S i x i h  Finance Comission puts it: "recoveries 

of old loans enable the  Centre t o  relend the  .~,o~ounts eo realised t o  

States on the bzsfs of criteria t h a t  can be revised from time t o  the 

t o  promote certajll national p r i o r i t i e s  and t o  bring about a progressive 
!v 

reduction of regiond disparities.  On the face of it, thie srgumenf 

has aome weight becauee debt servicing acoounte for a little over hjLf 

of the groea mount currently transferred to the  state^ by w a y  of 

Central loana. So it doea fidd sipificmtly to the reaouroea at the 

dispoaal of the Centre, However, the question &ill renuhe  that t o  the 

extent revision of past criteria is cal led for, or a need is f e l t  fo r  

more pmlfreasive reduction of regional diapxcf ties ,why this oan be not 

aaWeved through a more equi table  pllooation of currently trmsferzble 

funds without t h e i r  he in^ nvnnIemun+d h.. wA-I..l.-.a-- - C  1-L  --. - . I  . .- 



r: 
p r i n c i p a l  on pzst  lows. lhe  i~ss ic  point i s  thz t  depa r tu re s  made in 

this r e g a d  from the o r i g i n a l l y  conccivcd c o n s t i t u t i o n a l  ~chemc a r e  not  

easy t o  defend on grounds of equi ty  o r  efficiency. 

We cannot, however, close the  discussion of Central loans 

t o  the  S ta tes  as e vehicle of trnnsfers without  not ing  that there has 

I 

been an actual decline in the  ratio o f  Central l oans  in the aggregate 

Central transfers. This, thoirgh welconie i n  the sense t h a t  it entails 

relat ively lower servicing burden for the S t a t e s ,  cannot be endoreed if 

it means a reduced overal l  access  o f  the S t a t e s  t o  t h e  aggregate budget;lry 

resources. As was noted, the S t ~ t e s '  acccos t o  aggregate  budgetczry 

resowcee 1i;zs indeed come down over the  y e a s .  

Rnle of Financial and semi-financial ins t i tu t iona  

Another aspect which i s  o f t e n  overlooked in the discussions 

on Cen t r ea t a t e  f i n m c i a l  r e l ? t ioL-3  i s  t h e  r o l e  played by t h e  financial 

and semi-financial i n s t i t u t i o n s  in influencing these re lz t ions .  Banking 

and insurace  a r e  sub jec t s  which t h e  C o n s t i t u t i o n  places in the  kentml  

list, With the nationalisation of prac t ica l ly  the whole of the  organiaed 

banklng a d  i n s u u l c e ,  the Centre todL?y exercises d i rec t  control  over 

the deployment of all finmcial eilvingo canalised through organised 

banking a d  inaurance. For whatevc-r " internal  debtt1, including m k e t  

borrowings, the S t a t e e  a e  r ~ b l e  t o  r a i s e  nnrmally, they depend p r a c t i c a l l y  

a l toge the r  on these  f incmoial i n s t i t u t i o n s .  But, t,k se i n s t i t u t i ons  being 

in th s  c o n t r o l  of the Centre, dispose of t h e i r  funde, p a r t i c u l a r l y  Fn so 

far as it concerns subscriptinn to S t a t e  Government finances, directly 



or Indirectly, according t o  the guidelines, indeed detailed instructions 

set out by the Centre. For i n ~ t m c e ,  when t h o  S t z t e s  overall share of 

market bo-owing8 a d  i ts  distribm-tion between the ~Llares are fixed eaoh 

y e a  by the Centre, t l i y  cover not only what each S t a t e  Government raisem 

f o r  the financing of i t s  budget but also w k t  S t a t e  bodice l ike 
nnd 

Elec t r ic i ty  B o d s  f R o d  Trmspor t  Corporations 

m i g b t  raise fzom the w k e t  under Skate Govermlent guaantees. The 

ceiline; fixed by the Centre applies t o  a l l  these Sta te  borrowings. 

Besides banking ,and insurance aompanies which mobiliae savinge 

direc t ly  from the public, a l a rge  nmber of Centra l  Fnatitutions have 

come up over the years under t h e  various Central finietries. These insti- 

tutions depend for their hmds largely on the Central budget, nationalised 

banks and insurance companies. Not only do Lhe act iv i t ies  of these insti- 

tutions have oonsiderable overlap with the functione of the State Covern- 

ments on sub Jects f,zlling within the  latter's purview under the Conatitutim 

but a l e 0  these inst i tut iom, given both t h e h  acces8 to large f U d a  and 

the backing of the spon~loxhg and controlling Centkal ministries, am, and 

do, exercise., considerable influence on the States '  own choice of  priori- 

ties and scbernea. The ARC study group had .i;aken note of this aspect and 

observed as follows: 

"The role o f  the autonomous Central Organlaettions in 
State abject8  created or lxcgely financed by a ministry 
mot not ba allowed to exceed that of the ministry. The 
possibility of the use of  such organieations for a 
mssive encroachment on State subjects cannot be die-  
counted. The Nztional Caoperative Development Corporation 
and the Central Social Welfare Board provide ready 
examples. Unlese r e a t r a h t s  are placed on t44ese, similar 
t o h s e  recommended for the ministries, the latter may 
tend to circumvent these by creating autonalnou organi- 
sations and channelising funds thrcugh them". 29 



To the list of suoh organisationa mentioned by the A R C ,  one 

could'reedily add the naraea of University Grater Commission, busing 

and Urban Development Corporation, madl (and Village I ridustrie a 

C~mmission and various commodity bowds under the Minis try of Commerce , 

, Sta tes '  Overdrafb 

There can be no two opinion that t h e  present system of Centre- 

Stab financial relations has no buil t- in ohecks against ol&css Fn 

resource raising e f f o r t 8  and expenditure efficjency on the part of both 

the Centre and the States. While the Centre i a  obliged to share with 

the S t a t e e  the revewes  it raises f r o m  oertain specified t a m s ,  Che 

Centre i n  under no obl igat ion to emure thet  the revenue potential of 

mch taxes ie fully exploited. The oonsequerloe is that in regad t o  

taxes whose revenue the Centre transfers largely to the States, aa for 

example hao begn the case with ~ ~ ~ l r d  to inco~ne tax, the Centte  a off nrt 

in raising zdditional revenue8 h m  been,.to 6w the least, rather, hzlf- 

hearted. Likewise, shce  the B ~ n n &  Comissiona have continued with the 

pre-independenoe approach of trying to fill i r ~  the fiscal gaps of the 

Statee,mt only there is no incentive for the Statee to economise on 

expenditure and make maximum revenue e f fo r t  but also the manner of 

determining the Sta tes  ' gaps acts  'as an invitation t o  w a ~ a & e  in govern- 

ment spending and laxity Fn revenue effort. S t i l l ,  the impreesion that 

the  Centre is forced to reeort to deficit fhmcing in order t o  satisfy 

the beatiable demand for funds from the States is not borne out by facute, 

As has been noted above, only less than one-third of the Centre's rtggre- 

.gate resourceB get transferred to  the States in various f oms, 



It is true t h a t  the Sta tes  have been incurring increzsing over- 

drcdts.  However before going into the reason3 for the Stcc.te 's increasing 

overdrafts, it i s  nacancary t o  place the; magnitude of the overdraft 

problem in the corrsct p spective. A8 may be secn from Table VII though 

the problela af State deficita wag persistent during a l l  the plan periods, 

except the Fifth, and had become quite mbstantial during the Sixth, 

timing all the plan-periods, including the Sixth, the propcr t ion  of @ 

the S t a t e s '  de f i c i t s  t o  their total disburselnenta had been lower t l a n  

the Centre ' a  def i c i t a  a8 a proportion of its total diebursemente, 

One can point out thee  major possible factors behind the Statea' 

deficits.  The first factor is the p r a c t i c e  of' the Finanoe Commissions t o  

cover the non-plzn revenue gaps by Article 275 grants without providing 

adequately againet any inflation d u h g  the swmi period. As a result, 

the reid value of g r ~ n t s  gets uauzlly reduced and s larger gap originates 

even before a Finance Commission' s award &arts ge tt implemented. The 

second f s t o r  behird the States' ,leficits In the existence of lmge 

non-plan capital gaps coused principally by the heavy debt burdene which 

the States b-ve accumulated over the years. Tho consequences of denlgrat- 

, in6 the  Centre-State relations into a debtor-creditor relationship are 

increasin&ly being ref lectud in these gaps. Not only WM the r ~ ~ t l o n a l e  

of the loan; grants composition of schematic plzn assistance extended in 

the past ra ther  questionable but even the oomposition of loam to grants 

ratio of the Gadgil F o d a  plvl assistance was not quite explicable h 

terns of either the nature of State acheznes f hznced  out of plan assist- 

ance or the ability of individual States tb repay debts aa ?ad when repayment 

fell due, 



If the States f ind  themselves caupht into 'debt t r c ~ s ' ,  the 

b l m  is not as much of t ho  St~, t i . s  .:n of the: policy t o  contfnw . using 

l o m s  as an instrument of resouroe transfer on the present  ocale. h r i n g  

the F i f t h  plan period, t h e  debt soxvicing piyymente on central  loms 

accounted fo r  more than two-thirds of the new Centrz l  loms. The r a t i o  

of debt servicing payments t o  fresh oantrnl loans would have been puch 

higher (9&) but f o r  the s u b s t a t i d  debt  rcsheduling and r e l i d  recomm- 

ended by the Sixth Finance Cormiseion. The Seventh P-R Commission 

felt obliged t o  recohend (even though the rel ie f  recomnded was not a~ 

l i b ~ r d l  as that reoommended by the previous commission) further relief 

and as a reeult,the ratio of debt semicine t o  new central  lov ls  oame 

down to 5596 in 1919-80 and 1980-81 .w Indiriduklly,  the problem l a  more 

acute for some States than others .  Thus even after debt re l i e f ,  net 

resource transfer through loans (i .e. after zllowing fox debt servicing) 

for three States was nil or negative during the- FFl th  Plan. These Skates 

were masthan, H h W  Prndesh and 'Pripura, k t  for the debt r e l i e f  

recommended by t h e  Finance Commissions, 1U s t e t a s  would have had problems 

of reverhe flow of funds during the Fif.sh Plan and one during the  Sixth 

Plan (1979-80 and 1980-81). 

The dimensions of tho States' problem become ,much more glaring 

when m e  relates loan repayments by tho States to t he i r  non-pla  c a p i t a  

dikbureements. Loan repayments were 97.556 of non-plan o t lp i ta l  disburse- 

m e n t ~  during the Fi f th  Pl,m and 96, during 1979-81. 

T b  third , iqor+ant  factor,behind tho Sta tes '  def ic i t s  is t h e i r  

reduced ahare h~ the totaJ! market loans raieecl by the Centra and the . 

Statea together. As can, be seen from fable VI1,the States' slme which 



was as high as 29% during the First Plan a* down to 2@6 during the 

F u t h  P l w .  It dipped &hstically during We Sixth Plan t o  12.7%. The 

market loans which accounted. fo r  15.1% of the States' aggregate capital 

account reoeipte during the Seoond Flm now account for only 8 per cent. 

As a resu l t ,  the s&e of the  S ta tes  in the total outstanding Government 

securities as also in the  security portfolios of financial institutions, 

has been coming down steadily. 

Thus the problem of States' deficits  c m o t  be diaaussed in 

isolation, It has to be viewed in the overall aontexb of t h e  Central 

t r d e r a  to the Ste tes  and the compoeition o f  these tranafem. 

Equity in h t e r S t a t e  d i s t r i b u t i o p  

h e  of the major arguments for t he  central isat ion of resources 

in the h d s  of the Centre haa been that then 131 the i n t e r a t a t e  distri-  

bution of resources transferred t o  the Stateo equity .an be ensured. In 

practice, however, as can be eeen from Table VIII. the  record of none of 

the three t y p e s  of bud~etary transf~re has been very sa;tiafactory in this 

r e g d .  The low-income as a. group have received relatively lower 

than everage per capita transfers of a l l  the three typesmu The three 

agencies, the phance Comiissions, the Pl- Commiseion and the Union 

Ministrlea, do not seem to had equity uppermoat in their mwda in 

effecting t he  i n t e r a t a t e  distribution of the trmafers w i t h i n  their 

respective &it, The performance of the Union ministries, whose discre- 

tion is the l eas t  fettered, has been the worst, c lear ly  indicating that 

discretion need not alwaya be used f o r  eervbg the aauee of equity. Thia 

i a  also canfirmed by the inter-State distribution of certain identFfiable 



Central plm outlays o v e r t h e  30 yeare of planning, 1950 to 1980, a8 

given in Tzble IX. That equity Sir- not been the predominant objective 

of Central Paln expelactitwe is borne out by the very small per capita 

plan outlays received by low income States like U t t a r  Pradesh and 

hjaethan. Indeed, U t t a r  Frdesh has fa red  the worsit mong the non-epeoial 

category Sto.tes. 

In the inte-etate d i s t r i bu t ion  of inveetment krnds by speciali- 

' sen financial institutions f o r  industry and agriculture ELB ale0 in the 

deployment of largely workfng capital funds by commeroial bznks, equity 
a 

consideration haa been given the aohplcte go by. This  can be seen from 

Table X. The discrimination agains t  the low income State0 come out 

eharply. They received only 52 per aent of the all-etatee ' per cap i ta  

12/ average of fkp inatituticqd. h d s .  

Thus, .it oannot be said on the basis of the experience no fox 

that the centralisation of resources k s  led to the equitable distribution 

of transfers Lherefmm among the - ' t z t e a ,  whatever the mode of transfer 

tr ied  over the  paat thirty years. Wthermore t the lemt aatiafa;;tary 

inter-state distributibn o a ~  about in regad to transf era Fn which the 

Centre and its hst iht ionn had the tnm&mm of discretion. 

Sua~estions for reform 

Before one goes on to examine meaaws to improve upon the 

echeme of Centre-St ate f h w i a l  relations, - it is necessary t o  examine the 

factortl that have led t o  the distortions ,In the echerne originally envieaged. 



A s  noted, our Consti tut ion wa3 semi-federa i n  character from the 

very outset ,  l o t  only were gr,acticnlly a l l  t he  centrcrliet features of 

the Government of Mitt A c t  retained in the Indian Consti tut ion b u t  also 

they werefurther re inforced through v;.rioue subsequent amendments and 

other  legislative messuros. The advent of centrdiuec! planning added 

to  the c e n t r d i a i q  trends generated by the p o l i t i c a l  process. In this 

process,unlimited powers were given t o  the pluming hgencies - the 

Union Ministr iee anc! the Comission - bending substantially the 
Constitutional provisions. Since decentra l isa t ion of f i n r ac i a l  poweru 

does not go hcvd in hand with a centra l ised planning system,further 

rsntr~lfsation of financial powera followed. 

In  putting fo r th  euggestiona for ref oms, one hns t o  guard 

wainst the  temptation t o  go in for formal decentralisation which does not 

ensure equitable  har ring between the Statea. One of the many recornrnendationa 

which has come up i n  recent discussions i s  t o  give back t o  the States some 

of the taxes surrendered to the Centre PA t CJ g e t  new. t a x  heeds included 

i n  the %ate List. 'dhilz this cer ta in ly  could reduce the  financial depend- 

enoe of the Sta tes  aa s poup and t!iereby increase t h e i r  f i nanc i a l  auto- 

nomy, the benefits.to the Sta+w need not, in f a o t  will not, be 

uniform. In the cnse of the economicdlly baokwa.3 Sta tes ,  i t  may-turn out 

that the 80-called increesed financial 2utonomy fetches them very l i t t l e  

addit ional  resources. The real benef i c ia i e s  may well  be only the . 

relatively developed Strtes. It m a y  be remembered that even before t ~ x  

devolution from the Centre, richer S t a t e s  l i k e  Amjab, MEtharashtra, k y a n a ,  

Gujarat, Tamil Nadu ,and Kvlnataka h ~ d  aurpluaes under non-Plan revenuo 

accounts, while othera hrd gaps even a f t e r  tax sharmg? Punjab and I-- 

raahtra had sur--1usee in t h e i r  non-Plm cap i t a l  accounta too during the 

FiEth Plan. 
w 



A suggestion has often beeF aode.that some of the preeent non- 

shamble Central tares se e.&. surcharge on lncome tax and corporation 

+ax, proaeeds in excess of cost  from administered pxices of gooda 

produced or procured by Central Government undet%&hga like coal and 

petroleum and specid  c a p i t a  receipts as e. g. yield from Special k a r e r  

Bonds, should be brought into  the div i . s ib le  pool. While one appreciates 

*he logic of these a g u n e n t ~  - several of tbeae Central receipte should 

have been shcreable but fo r  .%he subterfugee employed t o  m ~ k e  them non- 

sharable - one ,should not reetrict one l a demand fo r  sharing to a f e w '  

heda.  

F irs t ly ,  item-wiae. shaxing will perpetuate t he  present 'hide and 

seek' game played by the Caatre and the Rates .  Secondly, piecemeal 

approach has been the bane of the present system of reaokce trin~fera 

beoauee it bas led t o  the fnilure t o  perceive the reaource flows 4 their 

to ta l i ty  Ebhd t o  devise an integrated basis for shming. .What seams t o  be 

. called for ia ?a more radicd r tpproa~h whereby i n  the Centre-State sha.ring, 

one takes note of the resource f lows acctuing t o  the Centre Fn their 

totality and sharing it3 done on obJective and equitable bash  both between 

the centre md the States and between the Etates. 

In our approach, it is not neoeseary that any f i ~ c !  proportion 

for such sharing between the Centre and the S t ~ t e s  ia l a i d  down for all 

tirne t o  come. Inatead, it a m  be decided upon by the' F-innnae ~ o k s s i o n  

rr whiohever new wenoy is entm.eted w i t h  this task-of +sowee 't2.anafers. 

Such an agency must however hcve the freedom to fix a reasonable proportion 

an the baaia of an ob3ective asseaement of the needa of the Centre arad the 

States. The danger' af being overawed by the 8 0 1 ~ d e d  more 'demdlng 

requirements of t&e Centre. will have, to be appropri~tely .@ed a&aLr18tr 



The agency thus envisaged would bave t o  be given a clear mandate 

for ensuring equitable distribution of the sharable resources among the 

StEtes. The stipulation of Article 275 ia not clear in th is  regard, 

Equity ought. t o  be  made in our opinion, the overridifig criterion f o r  the 

t o t a l i t y  of resource transfers an& not just a segment thereof. 

The existence of numerous agencies in the f i e ld  of resource transfers 

has in  our view, presented an in tegrated look on the to ta l i ty  of resourceE1 

and the needs of the States and ths Centre. - It is n e c e ~ a a y  t o  entrust  

this tad$ t o  a sQngle, permanent agency, This body should have the respon- 

e i b i l i t y  of a l looa t  ing not  only budgetary re  source8 but also in s t i t u t i ona l  

f inancia1 resources. As the pace of development determinee largely the 

reaource raising capacity and the  expenditure needs of the Statee, ideally 

it is  the Planning Commission which should be entrusted w i t 3  t h e  taek of 

resource transfera, Our disenchantment with the Planning Cammiasion, as 

it is  now constituted, should not  lend us to throw t h i s  useful baby with 

the bath water. A s , a n  Fnstitutiondf. ~af 'eguard against the Planning 

'Commiseion opera t ing  as a department of the Central Government, it may be 

necessary t o  place the Comiss ion u d e r  the I n t e r S t a t e  Council e n v i e u e d  

i n  Article. 263 of the Comt i tution.  Also, the appointment of the membere 

of the P1-g Commieaion ehobldbe approved by the Council, 1n:fact, 

in all matters relating t o  Centre-State f inancial  and other economic rela- 

t ione ,  the President  should be guided by the Council and not bjr the Central 

Cabinet, 



It comes out clearly from the foregoing review of the flow 

of resources from the Centre t o  the S t a t e s  that not only ha8 the f i scd  

dependence of the S ta tes  on the Centre fncressed over the years but 

also the nature of this dependen- has undergone a h g e  t ha t ,  in our 

view, cannot be considered in tune wi th ,  the sahene which the consti- 

tutional proviaione envisp-ged, Also, the Centre-State f lowa have not 

been equitable. This, upfortunately, haa been truer, the greater wae the 

discretion enjoyed by the Centre Fn regard t o  transfers. So, from the 

point of equity, the discretionary component of Centre-State f inancia1 

f lows &at  be curbed. But even with respect t o  non-discretionary 

transfers it w i l l  be necessary t o  require explicitly the obeemance of 

equity as the over-xiding consideration h their inter-state allocation. 

However, ths S t a t e e  will as c group, have first t o  be aesured beyond 

doubt of an adequate share of the Central reeourcee, acceae t o  which they 
not 

can gain i n  a manner that isfsusceptiblc t o  diecretionary oonsidera- 
the 

-8 and pee-es from the Centre. were . f p l a n n i q  commission to be 

so consti tuted ae t o  Fnspire the con-  idence of the States ,  the tmk of 

eharing of reeoubcet between the Centre and the b t e e  and as between 

Statea oould safely be entrueted t o  auch a body. 



Notes and References 

!me classif icat ion followed ia the one used by the Reserve Bank 
of India in their analysis of the  budgets of the Dnim and S t a t e  
Governmente; f o r  details of iJ-2ms included i n  the two categories 
of expenditure, aee such a d y s i s  published mnually in the Reserve 
Bank of India Bullet ins. Their methods of olassif ics-tion have 
however mdergone some changes from time to  time. 

The Gadgil formula nasled a f t e r  lz te  prof .D.R,Cadgil, then Vice Chair- 
man of the Planning Commission w a s  acoepted by the National 
Development Council in 1968. The fonmzla which has undergone eome 
ahangeo over time was used in determining C e n t r a l  Plan aesistance 
during the Fourth Plan onwards. According t o  the formula, the 
North Eastern S t a t e ~ i ,  including Assam and Jammu aad Kashmir were given 
special consideration in the allotment of Central funds for  
f inanchg State plane. The balance in the diviaible pool of Central 
plan resources meant for stastee was t o  be alloted among states 
according to f ive  c r i t e r i a  with different weights. The c r i t e r i a  
are Population, Sta te  income, . tax ef f o ~ t s ,  epecial needa aris ing out 
of continuing power and irrigation projects, epecial problems of 
metropolitan m a s ,  drought and flood at ' fechd areas d t r iba l  areas. 

1/ For de0taila,see Report of the Sixth Finance Commission 1973, 

4/ For details regarding the  genesis, purpoaes and magnitude af these 
schemes, as a lso  for a crit ique of these schemes, see Government of 
India, Administrative Refom Commiesion, S t u d y  Team on Centre-S)ate 
Relationships, Vol. 1-111, Delhi , 1967. 

See Santhanun,K T r a ~ i t i o n  in Indiq, Asia Plblishing Bouse, Bombay, 
1964, p.116r 

See Administrative Reforms Conunia~ion, op.cit. Vol.1, P.74 

These substantive provisions come under the heading ' Distribution 
of %venue between the Union ,md the Stateat.  Article 282 comes under 
the head 'Miscellaneous Pinancia1 Provia ions ' . 
See Finance Commission, &port  of the (sixth) Finance C o d s a i o n ,  
hvernment of India, New Delhi , 1973. 

See Adminis trrt ive Ref oms Commies ion, op. b i t .  Vol . I p. 163. 



1P/ Bee Gorge K , K ,  Centre-State Pbancie l  klwr d Inter-Stnte 
biamit i sr  in India, Univcrs. t y  of &&in ( d m o  ) 1982,' 
for the dr.ta ueed in t h i ~  P J ~  the mrbeequent perograpt. 

Bor R (ethL10d dia  aeion on t i l i e  lame, eee h h t i  I.S. nnd 2 Ceorge .K .Y. "Inter tRte . Kedia trlbutian through hct&cuy Tranaf era" 
P w  Yeuklv, firah 18, 1970. 

For a .detailed bieeueaion, nee Oulati 1.3. and George K.K, "Inter- 
3hte Badietrlbution thr- Institutional Piasnee", - -- ( S p e c i ? ~  lhnbctr, August 1978. 

888 &post of the (Seventh) Pis-me h l e n i a a ,  1978. 

k e  &port of the (sixth) Pinnnce h i e a i m ,  1973. 



&s of States in the Coplbiyed baources  of the Centre and 
States - 1951 - 

Fimres in Eeraenta~ea. 

&tee and R e f e u  

1 

1. Own .revenue account r e c e i p t s  1 
1 I 

of the states za wroentage I , 

1. The figurea in thla and subeequent tablee are given f o r h l a n  period0 start* 
f m m  the FFrst plan including the thme yearn of Anmral Plane (1966-69). The 
t* span cove-d-by the Vth and VIth plane a m  d i g h t l y  different 8o ae to 
codam, k i h  , p i &  c-ov,ered by the SLrth.end~tho Seventh-F-e Codseiom. . . 

F i f t h  Plan - 1974-75 to 1978-79 
S i x t h  Plan - 1S79-80 - 1983-84 

42 33 34 34 

i 

2 1 : 19 17 21 21 ( 20 
! I 

I 
I 

I 
I i 

34 1 28 , 30 30 I 

1 
I I 

57 ! 4 7 '  . 

i 
51 . 54 54 i 58 

I 

I 

I I 

I I 
: 

I 

of the combined revenue 
' 4 4  account reoeipte of Centre - 

! and States. 

2. Oun capital nocount receipts 
of t h e  S t a t e s  as percentjge ' 

1 of combinedl capital accounts ( 22 

receipte 

3. S t a t e e '  total rece ip t s  m 
percentage of tb a&a%&ate 1 

2. F m a  in Rowe 1 ni 3 are exclusive of d e i i c i t s  a f  the states t o  Gentra vhereaa 
those fn Rows 4 t o  6 zre  lnelueive of deficits.  

i p t s  of Centre States 
i 
I 

! 
6 .  Stateet total revenue end 

eap l ta l  acaount receipto 
-m percentage of combined 
revenue m d  capital account 
3ecelpte. of Centre and Statee 

-- 

resources (1+2) 

4. S t a t e s '  t o t a l  revenue account 
receipts (own plus tre:mfere 
from the centre)  t o  the comb+ 

nod revenue account reoeipts  of 
Centre and States. 

5 .  Statest total c a p i t z l  account 
receipts as percentage of the 

3, S t a t e a '  t o t d  reverne/aapitd acuccmt receipts referred t o  i n ' b w a  4 ,  5 and 6 
are tdcen to include epnee Central transfers. 

Souroel &serve E.A& of India, Repart OF Currency 6s FFnance, varfoue isauea. 

'3s 

56 

mmblned cep i ta l  account 



Devolppae nt R=-mndlrum c f Cectre wJ State 1931 - 19% 
F i r n e e  in x r c c n t ~ e  

in 
1. Share of %vcloper . td  ~ q c n d f d t t e  total R e v c ~  expnditure 

of the h n t r c  

2. Sh-we of Devcloper.t?l E q e n d i s m  in t k  t o t a l  flevcme 
expenditure of the Stztee. 

3. S h n 2  of hve1opcntr. l  outlay in totd c a p i t d  outlay of 
ti?e 3cntx-c. 

5 .  Sh-re of Tot:d Iicvclc;acr.tpJ Expecditcrc Fn the  tot : .d  out1;ry 
(ilcvemc + Cc.;:it.:d) or' Centrc 

7. S k w  of' otv.tt .u in m e  q ~ r c & r - t e  devclopwnt-J expehdi tuh  
[on hvcnue kcco;mt; of .fc..tre ' a d  S t ~ t e s  

9.  Shrm of St;!tee ia t9tp.l & v e l o p ~ e n t d  expcndi turc (on 3evcr.ue + 
Capi::d bcccunte) of Centre and s t n t u ~  

Notest (1) Cli~,ysFffcet~>n of c ~ c n d i t u r e  ( i s t o  deve lopmntd  cxpenditurc) followed ia the e m  t l ~ l  followed by tb 
Reserve D d  of Indiz, The b u i s  of c 1 ~ s U i c u ~ t i o n  hw undergone e m  chzc~es  over periods of ticre. 

(LC) Capital outlu exclude3 b a n e  m d  hdv,yrma extended. 

(J) See z l s a  footate I tc table I. 
&uwr The erne ,as for 'Pa le  1. 



TABLE 1x1 

S k e  of Tmeferrl the Ststee lm the t o t a l  Central ~eeouroee (1951 - 

T,?r shnrin; w !th the  S t s t o e  &a 36 of Centre'e Rfoea 
'Psr Revenue 17.0 19.6 45.2 17.6 23.3 19.0 26.9 

a - 
T o t d  Rmern*s Aceout Trmdere (Tzxee-tta) ;re % of 
Centre'e Proaq Revenue Account Receipta 23.C 27.4 24.3 28.4 J3.9 j1.0 35-8 

v 

Central 10- to S t a t e s  38 % of Centrele Capital Account 
hceipte ( f ~ l u ~  Deficit Financing) 61.5 35.2 40.2 34.9 40.2 30.1 27-1 

Total T r m a ~ c r o  r o 36 of T o t a l  Ccz:tm~ Beceipte ' 36.4 3 3 31.4 36-4 Y0.7 32.6 

Centre ' e Capit.9 Account Receipts (Capit.d 'Receipt + 
Deficit Fi-&oin( ) ~ l e '  % of Cantre 'o Tot21 35.0 43.8 43.4 45.3 40.5 36.1 38.4 
Reaourcee , 

esc See KobZ t c  table I 

~8 &nae 93 f o r  T a b l e  I 











- b 

Stztes S tzh. tory Plan Diecreticna=L T o t a l  Itahtory . Plm Dbcmtionary.. %td- 

- 

omtn& .'. . . . ... next tsge 



ALL STATE3 

&urae~ Geor~e l(.K.,CO~tre4t~.te 3linrncia.l 4 a s  a d  Inter - State Dbparitiee In U, 
Univereity of Coo& @i=o) 1982. 



TABLE u 
Per Capita Centrc.1 Pl;tn htlw -1950 - 8Q 

{ t a t e  B Amount 

Sc~urcei Pl.enning Comml~sion, "Report of the Work- Cmup an Inter- 
regional Pattern of , - h v e ~ t m t n t a  by Centre, Banko hnd Publio 
Finance hstitut'ionsn (AW. 1982), quoted by N.fa3, "Availn- 
b i . l i t y  of F i w - c i d  Reeourceo r? nd Intar-regiondl Dispaxitiao 
in .Economic Deve l o p n t  I' . 

N o h  1. Rearrnngsmnt of dnt3 ,and Calmlation of group avernges a m  - 
done by ua. The Group averqes are worked out us- 1971 Cenrrua 
figures of Population. 

2. Dcta represent the total  of identifiable Central Plan htlergs 
in respeat of loam r e l ~ . a s e d  for hausing, lndustrlee anrl mInjna: 
railv~ys, major ports, r o d s  and power projeote-  



TABLE X 

Per Capita Cent re5  t a t e  Ins t i  tutional Finanoial , Flowa 1 973-80 

Rs. 
. - - - . - -- - - -- 

States , Commeroial Bank~ Develop T, 

j7550 Credit Invest- T o t a l  ment BRDC t 
menta (1+2) Banks 

West Bengal 321 , 49 370 70 9 

Tamil Nadu 327 38 3 65 97 19 48? 

bra la  316 69 3 85 67 14 46( 
0riesa 85 35 120 3 1 18 167 

Assam 82 40 132 35 6 173 
, Karnat aka 3 15 34 349 122 35 506 

Andha Pradesh 21 3 30 243 59 45 347 
GROUP B 244 ' 38 282 74 26 3 82 

Uttar Fradesh 121 28 149 37 28 214 

%Jasthan 160 5 1 21 9 60 26 305 
Ikdhya Pradesh 111 . 27 138 26 32 1 96 
Bihar 83 26 1 09' 23 20 52 

GROUP C 115 30 145 34 26 205 

. . 

Himachal Pradesh 144 61 205 58 8 271 

Jammu & KaskmLir , ,163 74 237 77 1 3 15 

fi ipura 100 49 149 17 2 168 

mp~r 50 9 1 14 1 3 8 154 
Nagaland 04 2eO 3 (54 35 4 403 

Me 8hala.y a 55 - 127 182 86 - 260 

CIIOUP D 125 80 205 56 4 265 

. - - - -  - .- --- - - . . - - - - - - - - - 

Source t Gorge K.K. op. oit 

& COSL 
lVM 

1111111111111111 Illlll 
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